NUCLEAR OPERAiGCOPRTN
Kevin J. Moles
Manager Regulatory Affairs

June 8, 2006
RA 06-0083

U. S. Nuclear Regulatory Commission
ATTN: Document Control Desk
Washington, DC 20555-0001
Subject:

Docket No. 50-482: Transmittal of 2005 Annual Financial Reports

Gentlemen:
Wolf Creek Nuclear Operating Corporation is transmitting one copy each of the 2005 annual
reports, including financial statements for its owners: Kansas Gas and Electric Company
(KGE), a wholly-owned subsidiary of Westar Energy, Inc., Kansas City Power & Light Company
(KCPL), a wholly-owned subsidiary of Great Plains Energy Incorporated, and Kansas Electric
Power Cooperative, Inc. (KEPCo). This information is being submitted in accordance with 10
CFR 50.71(b).
If you have any questions concerning this matter, please contact me at (620) 364-4126, or
Diane Hooper at (620) 364-4041.
Very truly yours,

KJM/rlt
Enclosures (3)
cc:

J. N. Donohew (NRC), w/e
W. B. Jones (NRC), w/e
B. S. Mallett (NRC), wle
Senior Resident Inspector (NRC), w/e
P.O. Box 411 I Burlington, KS 66839 1 Phone: (620) 364-8831
An Equal Opportunity Employer M/F/HICNET
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Kansas Electric Power Cooperative, Inc. (KEPCo), headquartered at Topeka, Kansas, was
incorporated in 1975 as a not-for-profit generation and transmission cooperative (G&T). It is
KEPCds responsibility to procure an adequate and reliable power supply for its nineteen distribution Rural Electric Cooperative Members at a reasonable cost.
Through their combined resources, KEPCo Members support a wide range of other services
such as rural economic development, marketing and diversification opportunities, power requirement and engineering studies, rate design, etc.
KEPCo is governed by a Board of Trustees representing each of its nineteen Members which
collectively serve more than 100,000 electric meters in two-thirds of rural Kansas. The KEPCo
Board of Trustees meets regularly to establish policies and act on issues that often include recommendations from working committees of the Board and KEPCo Staff. The Board also elects
a seven-person Executive Committee which includes the President, Vice President, Secretary,
Treasurer, and three additional Executive Committee members.
KEPCo is under the jurisdiction of the Kansas Corporation Commission (KCC) and was
granted a limited certificate of convenience and authority in 1980 to act as a G&T public utility.
KEPCo's power supply resources consist of: 70 MW of owned generation from the Wolf Creek
Generating Station; the 20 MW Sharpe Generating Station located in Coffey County; hydropower purchases of an equivalent 100 MW from the Southwestern Power Administration, and
14 MW from the Western Area Power Administration; plus partial requirement power purchases
from regional utilities.
KEPCo is a Touchstone Energy® Cooperative. Touchstone Energy® is a nationwide alliance
of more than 600 cooperatives committed to promoting the core strengths of electric cooperatives - integrity, accountability, innovation, personal service and a legacy of community commitment. The national program is anchored by the motto "The Power of Human Connections."

Kansas Electric
Power Cooperative, Inc.
P.O. Box 4877

Topeka, KS 66604

600 SW Corporate View
(785) 273-7010

Topeka, KS 66615

www.kepco.org

-W

ýA

Rlwý

Mr. Maginley and Mr. Parr

from
Kenneth J. Maginley,
KEPCo President
Stephen E. Parr,
Executive Vice President
& Chief Executive Officer

Seldom does a year
pass when influences
outside of our control don't
have a profound affect on
the electric utility industry. And
2005 was no exception. Escalating natural gas prices, late-year
drought, hurricanes Katrina and
Rita, rising crude oil prices and the
war in Iraq all influenced not only
short-term energy markets, but the
way in which electric utilities must
view energy markets in the future.

control of power supply and transmission issues is more profound
today than ever before. And the
role of a G&T is as essential, if not
more essential, as it was in 1975.
KEPCo's long-standing belief
that future power supply needs are
best served by pursuing all types of
resources, including ownership of
our own generation, came to fruition this fall. Staff completed and
filed with RUS a loan application
for its 30MW ownership participa-

Prices promise to continue to
be volatile. The industry is moving
to market-based pricing for wholesale power from the traditional cost
basis. A lesson learned in 2005 is
that KEPCo must continue to work
to develop new resources that do
not rely on natural gas as the generation fuel and that limit KEPCo's
exposure to market
based rates. Securing a
Changes in the Wholesale Po wer
reliable and economical
Contractbetween KEPCo an I its
Members extends the membe.rship power supply is paramount to the continued
term to 2045 and provides KE-PCo
vibrancy of rural Kansas.
with the lending security nee4
ded
This was the goal when
for future resourceacquisitio
six rural Kansas leaders
filed papers to incorporate Kansas Electric Power Cooperative, Inc. in 1975. Their vision
and recognition of the need to gain

tion in latan 2, an 850 MW coalfired generating facility located
in Weston, MO. Iatan 2 is being
constructed by Kansas City Power
& Light and is expected to begin
commercial operation by 2011.
KEPCo's participation in latan 2 is
a vital step in stabilizing KEPCo's
power supply and in mitigating
Member exposure to high and
volatile natural gas and marketbased electricity prices.
Key to KEPCo's participation in latan 2 was the approval of
needed changes to the Wholesale
Power Contract between KEPCo
and its Members. The changes extend the membership term to 2045
and provide the lending security
needed for future resource acquisi-
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tions. With the combined leader-'
ship of the KEPCo Membership
and Board of Trustees, KEPCo is
positioning itself to meet the needs
and requirements of the Members
for the next forty years.
This past year will also be
marked as a period of restructuring of the KEPCo Staff and saying
farewell to one of its cornerstones.
Harold Haun, KEPCo's Vice
President of Administration and
General Counsel, retired in early
2006. Harold was KEPCo's first
general counsel and served in this
role for nearly twenty years. The
entire KEPCo cooperative family
wishes Harold a long and healthy
retirement. KEPCo's new general
counsel is J. Michael Peters, who
brings over twenty years of utility and regulatory experience to
KEPCo.
In recognition of the everchanging energy markets, KEPCo
bolstered its power supply department with the establishment of two
new positions. Tom Grennan was
hired as Senior Vice President and
Chief Operating Officer and Les
Evans as Vice President of Power
Supply. Tom and Les, with fifty
years combined power supply and
utility management experience,
provide invaluable resources that
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will enhance KEPCo's expertise in

sion system restraints will continue

providing an economical and reli-

to be significant factors associated

able power supply to its Members.

with the cost and availability of
electricity.

KEPCo Services Inc. (KSI),
KEPCo's engineering services
subsidiary, continues to grow and
posted a record year in 2005. In
keeping with the growing demand
of KSI's services, John Payne
was added as a Senior Engineer,
bringing over twenty years of utility
experience to KSI.
Central to the continued
success of KEPCo are dedicated,
highly skilled employees who
willingly accept ever increasing
responsibilities. Their efforts to provide power supply and other professional services to our Member
Cooperatives are applauded, and
several of Staff's accomplishments
are detailed in this annual report.
Special appreciation is also given
to the KEPCo Board of Trustees for
their continued support and hard
work during the past year.
KEPCo, in the coming years,
will be challenged on several

Rate economy and stability
is of paramount importance. The
KEPCo Board of Trustees and Staff
will continue to seek out opportunities to limit operational risks,
improve efficiency, implement cost
saving technologies, manage loads,
and control expenses.
The electric utility industry
is far different today than it was
just a few years ago. KEPCo has
successfully faced challenges in the
past and will face challenges in the
future. History has proven the most
effective way to persevere through
challenging times is through unity.
Unity provides the cohesive quality
to afford a constancy of purpose.
This cohesiveness has enabled
KEPCo to provide reliable and
economical electric supply for over
three decades and will prove to be
the intangible quality that guides
our efforts in the future.

fronts. Foremost will be the cost
of wholesale power, which will be
driven by market influences and
the cost and availability of genera-

Kenneth J. Maginley
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tion fuels. Transmission system
limitations and the cost and time
associated with reducing transmis-

Stephen E. Parr
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KEPCo files for 30MW
ownershipparticipation
in the latan2 coal plant

In October, KEPCo Staff completed and filed with Rural Utilities Service
(RUS) a loan application for KEPCo's 30MW ownership participation in the latan
2 coal-fired generating unit, which will be located in Weston, MO, and is expected to have an in-service date of 2011. The application is currently under review
with RUS. Construction financing for this project was requested and approved
from the National Rural Utilities Cooperative Finance Corporation.

locatedin Weston, MO.

KEPCofiled with RUS and the FederalFinancingBank (FFB)an election
notice to re-pricesixteen advances made by FFB. The election was accepted by
RUS and FFB and became effective in January2005 and will result in a savings
of $3.5 million to KEPCo over the remaining
life of the advances.

rnuclear

KEPCo owns six percent of the Wolf Creek
Generating Station. Wolf Creek, an 1170 MW
plant, is located near Burlington, in
Coffey County, KS. The plant has an outstanding record of operating and safety excellence

dating back to the start of commercial operations on September 3, 1985. In 2005, Wolf
Creek implemented a number of security enhancements as a result of Homeland Security
mandates, completed the year with no serious
accidents and received a positive safety assessment by the Nuclear Regulatory Commission.
KEPCo owns six percent
Station,an 1170 MW

Safety continues to be essentialfor all employees at KEPCo. An Employee
Safety Committee organizedfive mandatory meetings during the year. Dating
back to 1984, KEPCo employees have logged more than 900,000 hours without

nuclearplant located

a lost-time accident.

of Wolf Creek Generating

nearBurlington, KS.
KEPCo Services, Inc. (KSI) marked its eighth year of operation in 2005. KSI
Engineering, the principal operating activity of KSI, is now listed as the official
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engineering consultant for ten Electric Cooperatives. KSI Engineering has completed at
least one project for each of KEPCo's Members and surpassed 200 completed projects
to date. Since inception, KSI Engineering has
earned more than $1.7 million in revenues
and has contributed more than $280,000 to
KEPCo overheads and posted a record margin in 2005 of $59,000.
KEPCo continued to fund and assist
Members in the promotion of an electric water heaterand heating system rebateprogram.
Since the start of the rebate program,KEPCo
has issued more than 12,000 water heater
rebates and over 4,400 heating system rebates. Electricity is a safe, clean and
competitively priced option and this program helps communicate that message.
KEPCo and its Members are successful participants in USD~s Rural
Economic Development Loan and Grant (REDLG) program. In 2005, $1.8
million in zero interest loans were approved for six Members. Over the years,
the REDLG program has loaned or granted KEPCo Member projects $15.8
million and, when combined with the $40.2 million in project private investment, results in a rural development impact of $56 million. In addition, the
projects increase property taxes and the 837 new jobs and associated wages

KEPCo and its Members
are successful participants
in USDA's Rural Economic

improve regional prosperity.

Development Loan and
KEPCo supportsMember marketing efforts in a variety of ways. KEPCo
marketing Staff supportedseveral Member projects throughoutthe year and
also serves as a key contact, along with Kansas Electric Cooperatives (KEC)
and Sunflower ElectricPower Corporation(Sunflower), for Touchstone Energy programs in Kansas.
The 20MW Sharpe Generating Station, located in Coffey County, KS,
is owned by KEPCo and was declared operational in 2002. KEPCo Staff
Continued on page 12

Grant(REDLG) program.

Ark Valley Electric Cooperative Assn., Inc.
PO Box 1246, South Hutchinson, KS 67504
620-662-6661
Trustee Rep. -- Dwight Engelland
Alternate Trustee Rep. -- Bob Hall
Manager -- Bob Hall
Dwight Engelland

bob Hall

Bluestem Electric Cooperative, Inc.
PO Box 5, Wamego, KS 66547 785-456-2212
PO Box 513, Clay Center, KS 67432 785-632-3111
Trustee Rep. -- Kenneth J. Maginley
Alternate Trustee Rep. -- Robert Ohlde
Manager -- Kenneth J. Maginley
•noD uniae

Brown-Atchison Electric Cooperative Assn., Inc.
PO Box 230, Horton, KS 66439 785-486-2117
Trustee Rep. -- Dale Bodenhausen
Alternate Trustee Rep. -- Kevin Compton
Manager -- Rodney V. Gerdes
Dale Bodenhausen

Kevin Compton

Butler Rural Electric Cooperative Assn., Inc.
PO Box 1242, El Dorado, KS 67042 316-321-9600
Trustee Rep. -- Richard Pearson
Alternate Trustee Rep. -- Dale Short
Manager -- Dale Short
Richard Pearson

Dale Short

Caney Valley Electric Cooperative Assn., Inc.
PO Box 308, Cedar Vale, KS 67024 620-758-2262
Trustee Rep. -- Dwane Kessinger
Alternate Trustee Rep. -- Allen A. Zadorozny
Manager -- Allen A. Zadorozny
Dwane Kessinger
S

Allen Zadorozny

Koc Uerdes

CMS Electric Cooperative, Inc.
PO Box 790, Meade, KS 67864 620-873-2184
Trustee Rep. -- Kirk A. Thompson
Alternate Trustee Rep. -- Clifford Friesen
Manager -- Kirk A. Thompson

DS&O Rural Electric Cooperative Assn., Inc.
PO Box 286, Solomon, KS 67480 785-655-2011
Trustee Rep. -- Harlow Haney
Alternate Trustee Rep. -- Don Hellwig
Manager -- Don Hellwig

Flint Hills Rural Electric Cooperative Assn., Inc.
PO Box B, Council Grove, KS 66846 620-767-5144
Trustee Rep. -- Robert E. Reece
Alternate Trustee Rep. -- Gus Hamm
Manager -- Robert E. Reece
Bob Reece

Gus Hamm

Heartland Rural Electric Cooperative, Inc.
PO Box 40, Girard, KS 66743 620-724-8251
District Offices, Iola 620-365-5151
Mound City, 913-795-2221
Trustee Rep. -- Dennis Peckman
Alternate Trustee Rep. -- Dale Coomes
Manager -- Dale Coomes
Dennis Peckman

Dale Coomes

Leavenworth-Jefferson Electric Cooperative, Inc.
PO Box 70, McLouth, KS 66054 913-796-6111
Trustee Rep. -- Robert Smith, Jr.
Alternate Trustee Rep. -- H.B. Canida
Manager -- H.B. Canida
H.B Canida

2005-06 KEPCo Executive Committee
Officers
President: Kenneth Maginley
Vice President: Kirk Thompson
Secretary: Gordon Coulter
Treasurer: Bryan Coover

Executive Committee Members
Dale Bodenhausen
Melroy Kopsa
Robert Reece
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Lyon-Coffey Electric Cooperative, Inc.
PO Box 229, Burlington, KS 66839 620-364-2116
Trustee Rep. -- Scott Whittington
Alternate Trustee Rep. -- Donna Williams
Manager -- Scott Whittington

Ninnescah Electric Cooperative Assn., Inc.
PO Box 967, Pratt, KS 67124 620-672-5538
Trustee Rep. -- Gordon Coulter
Alternate Trustee Rep. -- Carla Bickel
Manager -- Carla Bickel
(Gordon Coulter

Carla Bickel

Prairie Land Electric Cooperative, Inc.
PO Box 360, Norton, KS 67654 785-877-3323
District Office, Bird City 785-734-2311
Trustee Rep. -- Gilbert Berland
Alternate Trustee Rep. -- Allan J. Miller
Manager -- Allan J. Miller
Gilbert Berland

Allan Miller

Radiant Electric Cooperative, Inc.
PO Box 390, Fredonia, KS 66736 620-378-2161
Trustee Rep. -- Dennis Duft
Alternate Trustee Rep. -- Tom Ayers
Administrative Manager -- Leah Tindle
Operations Manager -- Dennis Duft
Leah lindle

Rolling Hills Electric Cooperative, Inc.
PO Box 307, Mankato, KS 66956 785-378-3151
District Offices, Belleville 785-527-2251
Ellsworth 785-472-4021
Trustee Rep. -- Melroy Kopsa
Alternate Trustee Rep. -- Leon Eck
Manager -- Douglas J. Jackson

Doug Jackson
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Sedgwick County Electric Cooperative Assn., Inc.
PO Box 220, Cheney, KS 67025 316-542-3131
Trustee Rep. -- David Reichenberger
Alternate Trustee Rep. -- Alan L. Henning
Manager -- Alan L. Henning
David Reichenberger

tuan Henning

Sumner-Cowley Electric Cooperative, Inc.
PO Box 220, Wellington, KS 67152 620-326-3356
Trustee Rep. -- Charles Riggs
Alternate Trustee Rep. -- Cletas Rains
Manager -- Cletas Rains

Twin Valley Electric Cooperative, Inc.
PO Box 385, Altamont, KS 67330 620-784-5500
Trustee Rep. -- Bryan Coover
Alternate Trustee Rep. -- Ron Holsteen
Manager -- Ron Holsteen

Victory Electric Cooperative Assn., Inc.
PO Box 1335, Dodge City, KS 67801 620-227-2139
Trustee Rep. -- Marvin Hampton
Alternate Trustee Rep. -- Terry Janson
Manager -- Terry Janson
Marvin Hampton
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Continued from Page 5

tests and maintains the units throughout the year in order to
provide peaking and backup power when called upon for
system needs.
KEPCo continues to work with KEC and Sunflower on
legislative issues in Kansas and in Washington, D.C. KEPCo
testified on and tracked numerous bills of interest to Cooperatives in 2005. KEPCo also supportedthe National Rural
Electric CooperativeAssociation (NRECA) in their efforts
focused on Congress.
KEPCo continues to concentrate on the operation and
maintenance of its metering, SCADA and communications
which support KEPCo's more than 300 delivery points and
individual sites across the state of Kansas. KEPCo's communication system
is a complex combination of technologies that includes 2.4 GHz radios, 900
MHz radios, 220 MHz radios, and frame-relay lease circuits. Staff completed installation of the wireless network in southeast Kansas, allowing for
increased Member communications and providing an alternate, less expensive route for relaying SCADA/EMS data to KEPCo's headquarters. KEPCo
continues to dynamically schedule some of the needed power deliveries to
take advantage of economic resources.
KSI continues to provide engineeringand technical supportfor Member

*KSI
Engineering

Cooperatives and other local utilities. The services offered by KSI include
construction work plans, mapping,sectionalizingstudies, financialforecasts,
substation design, transmissiondesign, work orderinspections, and substation spill prevention/controlplans. In 2005, KSI Engineeringcoordinated
the design effort and provided technicalsupport to numerous Members and
other entities on transmission and distributionprojects. KSI Engineering
also assisted many Member Cooperatives in completing Risk Assessment
and Emergency Plans, as requiredby RUS.
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KPMG LLP
Suite 1000

1000 Walnut Street
Kansas City, MO 64106 2162

The Board of Trustees
Kansas Electric Power Cooperative, Inc.:
We have audited the accompanying consolidated balance sheets of Kansas Electric Power Cooperative, Inc. and subsidiaries (KEPCo) as of December 31, 2005 and 2004, and the related consolidated
statements of revenues and expenses, cash flows, and changes in patronage capital for the years then
ended. These consolidated financial statements are the responsibility of KEPCds management. Our responsibility is to express an opinion on these consolidated financial statements based on our audits.
We conducted our audits in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the consolidated financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the consolidated financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating the
overall consolidated financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.
As more fully described in note 4 to the consolidated financial statements, certain depreciation and
amortization methods have been used in the preparation of the consolidated financial statements that
do not, in our opinion, conform to accounting principles generally accepted in the United States of
America.
In our opinion, except for the effects on the consolidated financial statements of the matters referred
to in the preceding paragraph, the consolidated financial statements referred to above present fairly, in all
material respects, the financial position of KEPCo as of December 31, 2005 and 2004, and the results of
their operations and their cash flows for the years then ended in conformity with U.S. generally accepted
accounting principles.
In accordance with Government Auditing Standards, we also have issued a report dated April 7,
2006 on our consideration of KEPCo's internal control over financial reporting and our tests of its compliance with certain provisions of laws, regulations, contacts, and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on the internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be considered in assessing the results of our audits.

Kansas City, Missouri
April 7, 2006
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Assets
Utility plant:
In-service
Less allowances for depreciation
Net in-service
Construction work in progress
Nuclear fuel, net of amortization
Total utility plant
Restricted assets:
Investments in the National Rural Utilities Cooperative
Finance Corporation
Bond fund reserve
Decommissioning fund
Investments in other associated organizations
Total restricted assets
Current assets:
Cash and cash equivalents
Member accounts receivable
Materials and supplies
Other assets and prepaid expenses
Total current assets
Other long-term assets:
Deferred charges:
Wolf Creek disallowed costs (less accumulated
amortization of $10,363,570 and $9,606,405
for 2005 and 2004, respectively)
Wolf Creek deferred plant costs (less
accumulated amortization of $12,519,678
and $9,389,759 for 2005 and 2004, respectively)
Wolf Creek decommissioning regulatory asset
Deferred Department of Energy decommissioning costs
Deferred incremental outage costs
Other deferred charges (less accumulated amortization of
$1,410,822 and $1,252,185 for 2005 and 2004,
respectively)
Unamortized debt issuance costs
Other investments
Total long-term assets
Total assets

2005

$ 223,862,852

2004

(117,754,899)
106,107,953
2,278,799
3,491,532
111,878,284

223,290,771
(114,279,455)
109,011,316
1,801,777
4,558,431
115,371,524

3,249,686
4,262,478
7,953,404
142,514
15,608,082

3,323,052
4,230,261
7,165,662
84,040
14,803,015

5,345,163
8,658,516
2,827,387
811,015
17,642,081

5,229,724
7,332,176
2,785,126
608,221
15,955,247

15,619,350

16,376,515

34,429,115
3,159,210
167,915
2,015,086

37,559,034
3,088,274
254,597
831,829

1,086,869
4,192,761
210,958
60,881,264

1,245,506
4,749,145
178,447
64,283,347

$ 206,009,711

210,413,133

Patronage Capital and Liabilities
Patronage capital:
Memberships
Patronage capital (payment restricted as indicated)

2005

2004

3,200
18,450,805
18,454,005

3,200
14,998,948
15,002,148

4,440,788
81,792,204
45,640,000
28,500,000
160,372,992
(10,464,348)
149,908,644

4,832,764
86,909,257
47,740,000
30,100,000
169,582,021
(9,953,205)
159,628,816

95,952
13,916,214
2,443,767
992,862
4,261
17,453,056

185,161
13,128,504
2,298,001
801,948
2,262
16,415,876

10,464,348
7,750,203
263,690
1,294,342
421,423
20,194,006
$ 206,009,711

9,953,205
7,466,081
266,134
1,310,783
370,090
19,366,293
210,413,133

$

Total patronage capital
Long-term debt:
National Rural Utilities Cooperative Finance Corporation
Federal Financing Bank
Grantor Trust Series 1997
Pollution control revenue bonds
Total long-term debt
Less current maturities of long-term debt
Long-term debt, net of current maturities
Other long-term liabilities:
Deferred Department of Energy decommissioning costs
Wolf Creek decommissioning liability
Wolf Creek nuclear operating liabilities
Arbitrage rebate long-term liability
Other deferred credits
Total other long-term liabilities
Current liabilities:
Current maturities of long-term debt
Accounts payable
Payroll and payroll-related liabilities
Accrued property taxes
Accrued interest payable
Total current liabilities
Total patronage capital and liabilities
See accompanying notes to consolidated financial statements.
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2005
Operating revenues:
Sales of electric energy
Other

$

Total operating revenues
Operating expenses:
Power purchased
Nuclear fuel
Plant operations
Plant maintenance
Administrative and general
Amortization of deferred charges
Depreciation and decommissioning
Total operating expenses
Net operating revenues
Interest and other deductions:
Interest on long-term debt
Amortization of debt issuance costs
Other deductions
Total interest and other deductions
Operating income
Other income (expense):
Interest income
Other income (expense)
Total other income

$

Net margin

2004

101,933,017
318,689
102,251,706

89,827,520
634,802
90,462,322

63,050,719
2,281,038
8,731,121
2,974,581
4,901,614
4,045,720
4,362,753
90,347,546
11,904,160

51,029,353
2,442,098
8,698,938
2,867,437
4,574,684
4,052,034
4,261,130
77,925,674

8,836,180
1,226,873
67,315
10,130,368
1,773,792

9,239,290
668,799
47,306
9,955,395
2,581,253

12,536,648

853,209
824,856
1,678,065
3,451,857

621,143
(15,793)
605,350
3,186,603

See accompanying notes to consolidated financial statements.
...
...
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31o00 andge
Dectembert
Memberships

Balance, December 31, 2003
Net margin
Balance, December 31, 2004
Net margin
Balance, December 31, 2005
08j

$

$

Patronage
capital

3,200

11,812,345
3,186,603

3,200

14,998,948
3,451,857

3,200

18,450,805

....
Total
11,815,545
3,186,603
15,002,148
3,451,857
18,454,005

2005
Cash flows from operating activities:
Net margin
Adjustments to reconcile net margin to net cash
provided by operating activities:
Depreciation and amortization
Decommissioning
Amortization of nuclear fuel
Amortization of deferred charges
Amortization of deferred incremental outage costs
Amortization of debt issuance costs
Changes in assets and liabilities:
Member accounts receivable
Materials and supplies
Other assets and prepaid expenses
Accounts payable
Payroll and payroll-related liabilities
Accrued property taxes
Accrued interest payable
Restricted assets
Other long-term liabilities
Net cash provided by operating activities
Cash flows from investing activities:
Additions to electric plant, net
Additions to nuclear fuel
Additions to deferred incremental outage costs
Investments in decommissioning fund assets
Net cash used in investing activities
Cash flows from financing activities:
Repayment of long-term debt
Increase in debt issuance costs related to debt refinancing
Net cash used in financing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at:
Beginning of year
End of year
Supplemental disclosures of cash flow information:
Cash paid during the year for interest
See accompanying notes to consolidated financial statements.
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2004

$ 3,451,857

3,186,603

3,911,449
451,304
1,681,987
4,045,720
2,373,628
1,226,873

3,817,830
443,300
1,795,148
4,052,034
2,221,663
668,799

(1,326,340)
(42,261)
(202,794)
284,122
(2,444)
(16,441)
51,333
(49,836)
249,471
16,087,628

(111,404)
(126,980)
(76,018)
1,027,412
20,594
20,129
(1,256,675)
(71,032)
205,374
15,816,777

(1,469,394)
(615,088)
(3,556,885)
(451,304)
(6,092,671)

(2,130,735)
(2,660,067)
(259,634)
(443,300)
(5,493,736)

(9,209,029)
(670,489)
(9,879,518)
115,439

(13,320,150)
(13,320,150)
(2,997,109)

5,229,724
$ 5,345,163

8,226,833
5,229,724

$ 8,852,162

10,543,271
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(1) Nature of Operations
Kansas Electric Power Cooperative, Inc. and subsidiaries (KEPCo), headquartered in Topeka, Kansas,
was incorporated in 1975 as a not-for-profit generation and transmission cooperative (G&T). KEPCo is
under the jurisdiction of the Kansas Corporation Commission (KCC) and was granted a limited certificate
of convenience and authority in 1980 to act as a G&T public utility. It is KEPCo's responsibility to procure
an adequate and reliable power supply for its 19 distribution rural electric cooperative members pursuant
to all requirements of its power supply contracts. KEPCo is governed by a board of trustees representing
each of its 19 members, which collectively serve more than 100,000 electric customers in rural Kansas.
(2) Summary of Significant Accounting Policies
(a) System of Accounts
KEPCo maintains its accounting records substantially in accordance with the Rural Utilities Service
(RUS) Uniform System of Accounts and in accordance with accounting practices prescribed by the
KCC.
(b) Rates
The KCC has the authority to establish KEPCo's electric rates under state law in Kansas. Rates are
established to meet the times-interest-earned ratio and debt-service coverage set forth by the RUS.
KEPCo's rates include an energy cost adjustment (ECA) mechanism, which allows KEPCo to pass
along increases in certain energy costs to its cooperative members.
(c) Principles of Consolidation
KEPCo's consolidated financial statements include all majority owned subsidiaries for which it maintains controlling interests. Undivided interests in jointly owned generation facilities are consolidated on
a pro rata basis. All material intercompany accounts and transactions have been eliminated in consolidation.
(d) Utility Plant and Depreciation
Utility plant is stated at cost. The cost of repairs and minor replacements are charged to operating
expenses as appropriate. Costs of renewals and betterments are capitalized. The original cost of utility
plant retired and the cost of removal, less salvage, are charged to accumulated depreciation.
The composite depreciation rate for electric generation plant for the years ended December 31, 2005
and 2004 was 2.9% and 2.81%, respectively.
The provision for depreciation computed on a straight-line basis for electric and other components of
utility plant is as follows:
Transportation and equipment
25 to 33
10 to 20
Office furniture and fixtures
20
Leasehold improvements
Transmission equipment
10
Depreciation expense was $3.9 million and $3.8 million for each of the years ended December 31,
2005 and 2004, respectively.
(e) Nuclear Fuel
The cost of nuclear fuel in process of refinement, conversion, enrichment, and fabrication is recorded as
utility plant asset at original cost and is amortized to nuclear fuel expenses based upon the quantity of
heat produced for the generation of electric power. The permanent disposal of spent fuel is the responsibility of the Department of Energy (DOE). KEPCo pays one cent per net MWh of nuclear generation
to the DOE for the future disposal service. These disposal costs are charged to nuclear fuel expense.

(f) Decommissioning Fund Assets/Decommissioning Liability
As of December 31, 2005 and 2004, $8 million and $7.2 million, respectively, have been collected
and are being retained in an interest-bearing trust fund to be used for the physical decommissioning of
Wolf Creek Nuclear Generating Station (Wolf Creek). The trustee invests the decommissioning funds
primarily in mutual funds, which are carried at estimated fair value. During 2003, the KCC extended
the estimated useful life of Wolf Creek to 60 years from the original estimates of 40 years only for
the determination of decommissioning costs to be recognized for ratemaking purposes. In 2003, the
KCC approved a 2002 Wolf Creek decommissioning cost study, which decreased the estimate of total
decommissioning costs to $468.4 million in 2002 dollars ($28.1 million is KEPCo's share). The study
assumes a 4% rate of inflation and 2% rate of return. KEPCo adopted SFAS No. 143, Accounting for
Asset Retirement Obligations,on January 1, 2003. SFAS No. 143 provides accounting requirements for
the recognition and measurement of liabilities associated with the retirement of tangible long-lived assets. Under the standard, these liabilities will be recognized at fair value as incurred and capitalized and
depreciated over the appropriate period as part of the cost of the related tangible long-lived assets.
SFAS No. 143 required KEPCo to recognize and estimate the liability for its 6% share of the estimated
cost to decommission Wolf Creek, based on the present value of the asset retirement obligation KEPCo
incurred at the time it was placed into service in 1985. On January 1, 2003, KEPCo recognized an asset
retirement obligation of $11.7 million. In addition, utility plant in service, net of accumulated depreciation, was increased by $2.9 million. These amounts were estimated based on the calculation guidelines
of SFAS No. 143. KEPCo also established a regulatory asset for $3.9 million, which represents the
amount of the Wolf Creek asset retirement obligation and accumulated depreciation not yet funded. A
reconciliation of the asset retirement obligation for the years ended December 31, 2005 and 2004 is
as follows:
2005
2004
Balance at January 1
Accretion
Balance at December 31

$

13,128,504
787,710

12,385,380
743,124

$

13,916,214

13,128,504

The adoption of SFAS No. 143 did not impact net margin. Any net margin effects are deferred in the
Wolf Creek decommissioning regulatory asset created pursuant to SFAS No. 71, Accounting for the Effects of Certaintypes of Regulation, and will be collected from members in future electric rates.
(g) Long-lived Assets
Management reviews long-lived assets for impairment whenever events or changes in circumstances
indicate the carrying amount of an asset may not be recoverable. In the event a long-lived asset was
determined to be impaired, such asset would be required to be written down to its fair value, with the
loss recognized in the consolidated statements of revenues and expenses.
(h) Cash and Cash Equivalents
All highly liquid investments purchased with an original maturity of three months or less are considered
to be cash equivalents and are stated at cost, which approximates fair value.
(i) Materials and Supplies Inventory
Materials and supplies inventory are valued at average cost.
(j) Unamortized Debt Issue Costs
Unamortized debt issue costs relate to the issuance of the floating/fixed rate pollution control revenue

bonds, mortgage notes payable to the National Rural Utilities Cooperative Finance Corporation (CFC)
trusts, and fees for repricing the Federal Financing Bank (FFB) debt. These costs are being amortized
using the effective interest method over the remaining life of the bonds and notes.
(k) Cash Surrender Value of Life Insurance Contracts
The following amounts related to Wolf Creek Nuclear Operating Corporation (WCNOC) corporate
owned life insurance contracts, primarily with one highly rated major insurance company, are included
in other investments on the consolidated balance sheets.
2005
2004
Cash surrender value of contracts
Borrowings against contracts
Net

$
$

4,383,449
(4,383,449)
-

4,206,023
(4,206,022)

1

Borrowings against contracts include a prepaid interest charge. KEPCo pays interest on these borrowings at a rate of 5.45% and 5.84% for the years ended December 31, 2005 and 2004, respectively.
(1) Revenues
Revenues from the sale of electricity are recorded based on usage by member cooperatives and customers and on contracts and scheduled power usages, as appropriate.
(m) Income Taxes
As a tax-exempt cooperative, KEPCo is exempt from income taxes under Section 501(c)(12) of the
Internal Revenue Code of 1986, as amended. Accordingly, provisions for income taxes have not been
reflected in the accompanying consolidated financial statements.
(n) Estimates
The preparation of consolidated financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the consolidated financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates.
(3) Factors that Could Affect Future Operating Results
KEPCo currently applies accounting standards that recognize the economic effects of rate regulation pursuant to SFAS No. 71, Accounting for the Effect of Certain Types of Regulation, and accordingly, has
recorded regulatory assets and liabilities related to its generation and transmission operations. In the event
KEPCo determines that it no longer meets the criteria of SFAS No. 71, the accounting impact could be
a noncash charge to operations of an amount that would be material. Criteria that could give rise to the
discontinuance of SFAS No. 71 include: (1) increasing competition that restricts KEPCo's ability to establish prices to recover specific costs, and (2) a significant change in the manner rates are set by regulators
from a cost-based regulation to another form of regulation. KEPCo periodically reviews these criteria to
ensure the continuing application of SFAS No. 71 is appropriate. Any changes that would require KEPCo
to discontinue the application of SFAS No. 71 due to increased competition, regulatory changes, or other
events may significantly impact the valuation of KEPCo's investment in utility plant, its investment in Wolf
Creek, and necessitate the write-off of regulatory assets. At this time, the effect of competition and the
amount of regulatory assets that could be recovered in such an environment cannot be predicted.
The 1992 Energy Policy Act began the process of restructuring the United States electric utility industry by
permitting the Federal Energy Regulatory Commission to order electric utilities to allow third parties to sell
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electric power to wholesale customers over their transmission systems. Many states are currently moving
toward opening the retail segment to competition. The Kansas legislature has not taken any significant
action on industry restructuring that would have a direct impact on KEPCo. Management will continue to
monitor deregulation initiatives, but does not presently expect any actions that would be unfavorable to
KEPCo to be adopted within the next 12 months.
(4) Departures from Generally Accepted Accounting Principles
Effective February 1, 1987, the KCC issued an order to KEPCo requiring the use of present worth (sinking
fund) depreciation and amortization. As more fully described in note 8, such depreciation and amortization methods constituted phase-in plans that did not meet the requirements of SFAS No. 92, Accounting
for Phase-In Plans.
Effective February 1, 2002, the KCC issued an order that extended the depreciable life of Wolf Creek
from 40 years to 60 years. This order also permitted recovery in rates of the $53.5 million cumulative
difference between historical present worth (sinking fund) depreciation and amortization and straight line
depreciation and amortization of Wolf Creek generation plant and disallowed costs over a 15 year period.
As more fully described in note 8, such depreciation and amortization methods constitute phase-in plans
that do not meet the requirements of SFAS No. 92. Recovery of these costs in rates is included in operating revenues, and the related amortization expense is included in deferred charges in the consolidated
statements of revenue and expenses. Investment gains related to the decommissioning fund are recorded
as a reduction to the regulatory asset. KEPCo recorded gains of $0.8 million and $1.1 million in 2005 and
2004, respectively.
The effect of these departures from generally accepted accounting principles is to overstate (understate)
the following items in the consolidated financial statements by the following amounts:
2005
2004
Deferred charges
$ 39,199,975
42,763,609
Patronage capital
39,199,975
42,763,609
Net margin
(3,563,634)
(3,563,634)
(5) Wolf Creek Nuclear Generating Station
KEPCo owns 6% of Wolf Creek, which is located near Burlington, Kansas. The remainder is owned by
the Kansas City Power & Light Company (KCPL-47%) and Kansas Gas & Electric Company (KGE47%). KGE is a wholly owned subsidiary of Westar Energy, Inc. KCPL is a wholly owned subsidiary of
Great Plains Energy Inc. KEPCo's undivided interest in Wolf Creek is consolidated on a pro rata basis.
Substantially all of KEPCo's utility plant consists of its pro rata share of Wolf Creek. KEPCo is entitled to
a proportionate share of the capacity and energy from Wolf Creek, which is used to supply a portion of
KEPCds members' requirements. KEPCo is billed on a daily basis for 6% of the operations, maintenance,
administrative and general costs, and cost of plant additions related to Wolf Creek.
Wolf Creek disposes of all classes of its low-level radioactive waste at existing third-party repositories.
Should disposal capability become unavailable, Wolf Creek is able to store its low-level radioactive waste
in an on-site facility for up to five years under current regulations.
The Low-Level Radioactive Waste Policy Amendments Act of 1985 mandated that the various states,
individually or through interstate compacts, develop alternative low-level radioactive waste disposal facilities. The states of Kansas, Nebraska, Arkansas, Louisiana, and Oklahoma formed the Central Interstate
Low-Level Radioactive Waste Compact (Compact) and the Compact Commission, which is responsible
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for causing a new disposal facility to be developed within one of the member states. The Compact Commission selected Nebraska as the host state for the disposal facility. WCNOC and the owners of the other
five nuclear units in the Compact provided most of the pre-construction financing for this project.
In December 1998, the Nebraska agencies responsible for considering the developer's license application
denied the application. Most of the utilities that had provided the project's pre-construction financing,
including WCNOC, as well as the Compact Commission itself, filed a lawsuit in federal court contending Nebraska officials acted in bad faith while handling the license application. In September 2002, the
court entered a judgment of $151.4 million, about one-third of which constitutes prejudgment interest,
in favor of the Compact Commission and against Nebraska, finding that Nebraska had acted in bad faith
in handling the license application. In August 2004, Nebraska and the Compact Commission settled the
case. In August 2005, WCNOC received $19.6 million ($1.2 million is KEPCo's share) in proceeds from
the Compact as a result of the settlement.
(6) Investments in Associated Organizations
Investments in associated organizations are carried at cost. At December 31, 2005 and 2004, investments
in associated organizations, including CFC, consisted of the following:
2005

2004

CFC:
Membership
Capital term certificates
Subordinated term certificates
Patronage capital certificates
Equity term certificates
Other

$

1,000
395,970
2,205,000
16,566
631,150
142,514
$ 3,392,200

1,000
395,970
2,205,000
11,441
709,641
84,040
3,407,092

(7) Bond Fund Reserve
KEPCo has entered into a bond covenant whereby KEPCo is required to maintain, with a trustee, a bond
fund reserve of approximately $4.3 million. This stipulated amount is sufficient to satisfy certain future
interest and principal obligations. The amount held in the bond fund reserve is invested by the trustee in
tax exempt municipal securities pursuant to the restrictions of the indenture agreement, which are carried
at amortized cost.
(8) Deferred Charges
(a) Disallowed Costs
Effective October 1, 1985, the KCC issued a rate order relating to KEPCo's investment in Wolf Creek,
which disallowed $26.0 million of KEPCds investment in Wolf Creek ($15.6 net of accumulated
amortization as of December 31, 2005). A subsequent rate order, effective February 1, 1987, allows
KEPCo to recover these disallowed costs and other costs related to the disallowed portion (recorded
as deferred charges) for the period from September 3, 1985 through January 31, 1987 over a 27.736
year period starting February 1, 1987. Pursuant to a KCC rate order dated December 30, 1998, the
disallowed portion's recovery period was extended to a 30 year period. Through December 31, 2001,
KEPCo used the present worth (sinking fund) method to recover the disallowed costs, which enables
it to meet the times-interest-earned ratio and debt service requirements in the KCC rate order dated
January 30, 1987. The method used by KEPCo through 2001 constituted a phase-in plan that did not

meet the requirements of SFAS No. 92.
Effective February 1, 2002, the KCC issued an order permitting recovery in rates of the $6.5 million
cumulative difference between historical present worth (sinking fund) and straight-line amortization of
Wolf Creek disallowed costs over a 15 year period. Such depreciation practice does not constitute a
phase-in plan that meets the requirements of SFAS No. 92.
If the disallowed costs were recovered, using a method in accordance with accounting principles
generally accepted in the United States, the costs would have been expensed in their entirety upon
implementation of the KCC order, with a corresponding decrease in patronage capital.
(b) Wolf Creek Deferred Plant Costs
Effective February 1, 2002, the KCC issued an order permitting recovery in rates of the $46.9 million
cumulative difference between historical present worth (sinking fund) depreciation and straight line
depreciation of Wolf Creek generation plant over a 15 year period. Such depreciation practice does
not constitute a phase-in plan that meets the requirements of SFAS No. 92. In 2002, this cumulative
difference was reclassified from utility plant allowance for depreciation to deferred charges on the consolidated balance sheets to reflect the amount as a regulatory asset. Amortization of the Wolf Creek
deferred plant costs is included in amortization of deferred charges on the consolidated statements of
revenue and expenses and amounted to $3.1 million for each of the years ended December 31, 2005
and 2004.
If the deferred plant costs were recovered, using a method in accordance with accounting principles
generally accepted in the United States, the costs would have been expensed in their entirety upon
implementation of the KCC order, with a corresponding decrease in patronage capital.
(c) Decommissioning and Decontamination Assessments
The Energy Policy Act of 1992 established a fund to pay for the decommissioning and decontamination of nuclear enrichment facilities operated by the DOE. A portion of this fund, not to exceed $2.25
billion, is to be collected from utilities that have purchased enrichment services from the DOE. This
portion is limited to no more than $150.0 million each year and will be in the form of annual assessments that will not be imposed for more than 15 years. KEPCo has recorded its portion of this liability,
which is being paid over 15 years. KEPCo has recorded a related deferred asset, which is being amortized to nuclear fuel expense over the 15 year assessment period.
(d) Deferred Incremental Outage Costs
In 1991, the KCC issued an order that allowed KEPCo to defer its 6% share of the incremental operating, maintenance, and replacement power costs associated with the periodic refueling of Wolf Creek.
Such costs are deferred during each refueling outage and are being amortized over the approximate
18 month operating cycle coincident with the recognition of the related revenues. Additions to the
deferred incremental outage costs were $3.6 million and $0.3 million in 2005 and 2004, respectively.
The current year amortization of the deferred incremental outage costs was $2.3 million and $2.2 million in 2005 and 2004, respectively.
(e) Other Deferred Charges
KEPCo includes in other deferred charges the early call premium resulting from refinancing the 1988
CFC Grantor Trust Certificates prior to maturity. This early call premium is amortized using the effective interest method over the remaining life of the new Grantor Trust Series 1997 certificates.

(9) Short-term Borrowings
As of December 31, 2005, KEPCo had a $15 million line of credit outstanding with the CFC. This line of
credit has a term of 12 months. There were no outstanding borrowings at either December 31 2005 or
December 31, 2004.
(10) Long-term Debt
Long-term debt consists of mortgage notes payable to the United States of America acting through the
FFB, the CFC, and others. Substantially, all of KEPCds assets are pledged as collateral. The terms of the
notes as of December 31 are as follows:
2005
2004
Mortgage notes payable to the FFB at fixed rates varying
from 3.616% to 9.206%, payable in quarterly
installments through 2018*
$ 81,792,204
86,909,257
Mortgage notes payable to the Grantor Trust Series 1997
at a rate of 7.522%, payable semiannually, principal
payments commenced in 1999 and continuing annually
through 2017
45,640,000
47,740,000
Floating/fixed rate pollution control revenue bonds, City of
Burlington, Kansas, Pooled Series 1985C, variable interest
rate (ranging from 3.1% to 3.2% at December 31, 2005)
30,100,000
payable annually through 2015
28,500,000
Mortgage note payable and equity certificate loan to the
National Rural Utilities Cooperative Finance Corporation
at fixed rates of 5.95%, payable quarterly through 2017
4,440,788
4,832,764
169,582,021
160,372,992
10,464,348
Less current portion
9,953,205
$ 149,908,644
159,628,816
*The mortgage notes payable to the FFB is presented net of $3,526,341 and $4,225,112 of cash deposited with the RUS for the future repayment of debt as of December 31, 2005 and 2004, respectively.
These deposits are restricted for the future repayment of FFB debt and earn interest at a rate of 5%.
Aggregate maturities of long-term debt for the next five years and thereafter are as follows:
Year:

2006
2007
2008
2009
2010
Thereafter

$

$

10,464,348
11,162,494
11,950,139
12,771,958
13,689,904
100,334,150
160,372,993

Restrictive covenants require KEPCo to design rates that would enable it to maintain a times-interestearned ratio of at least one-to-one and debt-service coverage of at least one-to-one, on average, in at

least two out of every three years. The covenants also prohibit distributions of net patronage capital or
margins until, after giving effect to any such distribution, total patronage capital equals or exceeds 20% of
total assets unless such distribution is approved by RUS. KEPCo was in compliance with such restrictive
covenants as of December 31, 2005 and 2004.
In 1997, KEPCo refinanced its mortgage notes payable to the 1988 CFC Grantor Trust through the establishment of a new CFC Grantor Trust Series 1997 (the Series 1997 Trust) by CFC. This refinancing
reduced the guaranteed interest rate payable on the mortgage notes to a fixed rate of 7.522% through
the use of an interest rate swap that was assigned by KEPCo to the Series 1997 Trust. The mortgage
notes payable are prepayable at any time with no prepayment penalties. However, any termination costs
relating to the termination of the assigned interest rate swaps is KEPCds responsibility. At December
31, 2005, the termination obligation associated with the assigned swap agreement to early retire the
mortgage notes payable is approximately $7.9 million. This fair value estimate is based on information
available at December 31, 2005 and is expected to fluctuate in the future based on changes in interest
rates and outstanding principal balance.
KEPCo also is exposed to possible credit loss in the event of noncompliance by the counterparty to the
swap agreement. However, KEPCo does not anticipate nonperformance by the counterparty.
(11) Benefit Plans
(a) National Rural Electric Cooperative Association (NRECA) Retirement and Security Program
KEPCo participates in the NRECA Retirement and Security Program for its employees. All employees
are eligible to participate in this program after one year of service. In the master multi-employer plan,
which is available to all members of NRECA, the accumulated benefits and plan assets are not determined or allocated by individual employees. KEPCo's pension expense under this program was $0.2
million for each of the years ended December 31, 2005 and 2004.
(b) NRECA Savings 401(k) Plan
All employees of KEPCo are eligible to participate in the NRECA Savings 401(k) Plan. Under the
plan, KEPCo contributes an amount not to exceed 5%, dependent upon each employee's level of
participation and completion of one year of service, of the respective employee's base pay to provide
additional retirement benefits. KEPCo contributed $0.1 million to the plan for each of the years ended
December 31, 2005 and 2004.
(c) Wolf Creek Nuclear Operating Corporation (WCNOC) Retirement Plans
KEPCo has an obligation to the WCNOC retirement and supplemental retirement plans for its 6%
ownership interest in Wolf Creek. The plans provide for benefits upon retirement, normally at age 65.
In accordance with the Employee Retirement Income Security Act of 1974, KEPCo has satisfied its
minimum funding requirements. Benefits under the plans reflect the employee's compensation, years
of service, and age at retirement.
Wolf Creek uses a measurement date of December 1 for its retirement plan and January 1 for its
supplemental retirement plan.
The following sets forth KEPCds share of the plans' changes in benefit obligation, plan assets, and
funded status as of December 31:

..
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2005
Changes in benefit obligation:
Benefit obligation at beginning of year
Service cost
Interest cost
Actuarial loss
Benefits paid
Benefit obligation at end of year
Accumulated benefit obligation'

2004

$ 7,553,340
359,940
476,160
869,580
(126,600)
$ 9,132,420

6,373,620
328,320
420,660
539,100
(108,360)
7,553,340

$

5,930,460

7,059,780

Plan assets are invested in insurance contracts, corporate bonds, equity securities, United States government securities, and short-term investments.
Changes in plan assets:
Fair value of plan assets at beginning of year
Actual return on plan assets
Contributions during the year
Benefits paid
Fair value of plan assets at end of year

Funded status
Unrecognized net actuarial loss

2005

2004

$

4,147,800
380,280
649,020
(102,360)

$

5,074,740

3,421,140
325,680
486,360
(85,380)
4,147,800

$ (4,057,680)
2,661,660

Unrecognized prior service cost
Unrecognized net transition obligation
Postmeasurement date adjustments
Accrued benefit cost

24,060
43,560
26,200
$ (1,302,180)

Actuarial assumptions used to determine benefit obligations:
Discount rate
Annual salary increase rate

5.75%
3.25%

(3,405,540)
1,945,380
28,080
50,820
94,500
(1,286,760)
6.00%
3.00%

The asset allocation for the plans at the end of 2005 and 2004, and the target allocation for 2005, by
asset category are as follows:
Plan assets
Asset category:
Equity securities
Debt securities
Other

Target allocation for 2006

2005

2004

65%
35%
0-5%

65%
29
6

68%
28
4

100%

100%

WCNOC's pension plan investment strategy supports the objective of the fund, which is to earn the
highest possible return on plan assets consistent with a reasonable and prudent level of risk. Investments are diversified across classes, sectors, and manager style to minimize the risk of large losses.
WCNOC delegates investment management to specialists in each asset class and, where appropriate,
provides the investment manager with specific guidelines, which include allowable and/or prohibited

investment types. Investment risk is measured and monitored on an ongoing basis through quarterly
investment portfolio reviews.
KEPCo's share of the net periodic pension costs were as follows for the years ended December 31:
2005
2004
Service cost
Interest cost on projected benefit obligation
Expected return on plan assets
Amortization of actuarial loss
Other

$

359,940
476,160
(397,560)
171,060
11,280

328,320
420,660
(354,900)
102,360
11,280

Total net periodic pension cost

$

620,880

507,720

Actuarial assumptions used to determine net periodic pension cost:
Discount rate
6.00%
Expected return on plan assets
8.75%
Annual salary increase rate
3.00%

6.20%
9.00%
3.20%

The expected return on plan assets is based on historical and projected rates of return for current and
planned asset classes in the plans' investment portfolio. Assumed projected rates of return for each
asset class were selected after analyzing long-term historical experience and future expectations of
the volatility of the various asset classes. Based on the target asset allocations for each asset class, the
overall expected rate of return for the portfolio was developed, adjusted for historical and expected
experience of active portfolio management results compared to benchmark returns and for the effect
of expenses paid from plan assets. In selecting the discount rate, fixed income security yield rates for
corporate high-grade bond yields were considered.
KEPCo estimates cash contributions of $0.8 million will be made to the plans in 2006.
Estimated future benefit payments for the plans, which reflect expected future service, are as follows:
2006
2007
2008
2009
2010 through 2014
Total

$

126,000
150,000
168,000
198,000
1,998,000

$ 2,640,000

(d) Wolf Creek Nuclear Operating Corporation (WCNOC) Postretirement Benefits
KEPCo has an obligation to the WCNOC postretirement plan for its 6% ownership interest in Wolf
Creek. This plan provides certain medical benefits to participants upon retirement. KEPCds 6% obligation is presented in Wolf Creek nuclear operating liabilities in the accompanying consolidated balance
sheets and was $0.5 million and $0.4 million as of December 31, 2005 and 2004, respectively.
(12) Commitments and Contingencies
(a) Litigation
There is a provision in the Wolf Creek operating agreement whereby the owners treat certain claims
and losses arising out of the operation of Wolf Creek as a cost to be borne by the owners separately
(but not jointly) in proportion to their ownership shares. Each of the owners has agreed to indemnify
the others in such cases.
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As is the case with other electric utilities, KEPCo, from time-to-time, is subject to various actions that
occasionally include punitive damage claims. KEPCo maintains insurance providing liability coverage;
however, the insurance companies generally reserve the right to challenge insurance coverage for punitive damage recoveries. As of December 31, 2005, it is the opinion of the general counsel of KEPCo
that, as a result of pending or threatened personal injury actions, it is remote that KEPCo will be liable
for payment of actual or punitive damages in an amount material to the financial position, results of
operations, or liquidity of KEPCo.
(b) Nuclear Liability and Insurance
Pursuant to the Price-Anderson Act, which was reauthorized through December 31, 2005 by the Energy Policy Act of 2005, KEPCo is required to insure against public liability claims resulting from nuclear
incidents to the full limit of public liability, which is currently approximately $10.8 billion. This limit of
liability consists of the maximum available commercial insurance of $300.0 million and the remaining
$10.5 billion is provided through mandatory participation in an industrywide retrospective assessment
program. Under this retrospective assessment program, owners are jointly and severally subject to an
assessment of up to $100.6 million ($6.0 million-KEPCds share) at any commercial reactor in the
country, payable at no more than $15.0 million ($0.9 million-KEPCo's share) per incident per year.
This assessment is subject to an inflation adjustment based on the Consumer Price Index and applicable
premium taxes. This assessment also applies in excess of the worker radiation claims insurance. In addition, Congress could impose additional revenue-raising measures to pay claims.
The owners carry decontamination liability, premature decommissioning liability, and property damage
insurance for Wolf Creek totaling approximately $2.8 billion ($168.0 million-KEPCo's share). This
insurance is provided by Nuclear Electric Insurance Limited (NEIL). In the event of an accident, insurance proceeds must first be used for reactor stabilization and site decontamination in accordance with
a plan mandated by the Nuclear Regulatory Commission. KEPCds share of any remaining proceeds
can be used to pay for property damage, decontamination expenses, or if certain requirements are met
including nuclear decommissioning the plant, toward a shortfall in the decommissioning trust fund.
The owners also carry additional insurance with NEIL to cover costs of replacement power and other
extra expenses incurred during a prolonged outage resulting from accidental property damage at Wolf
Creek. If significant losses were incurred at any of the nuclear plants insured under the NEIL policies,
KEPCo may be subject to retrospective assessments under the current policies of approximately $1.6
million.
Although KEPCo maintains various insurance policies to provide coverage for potential losses and liabilities resulting from an accident or an extended outage, KEPCds insurance coverage may not be
adequate to cover the costs that could result from a catastrophic accident of extended outage at Wolf
Creek. Any substantial losses not covered by insurance, to the extent not recoverable through rates,
would have a material adverse effect on KEPCo's financial condition and result of operations.
(c) Decommissioning Insurances
KEPCo carries premature decommissioning insurance, that has several restrictions, one of which can
only be used if Wolf Creek incurs an accident exceeding $500.0 million in expenses to stabilize safely
the reactor, to decontaminate the reactor and reactor station site in accordance with a plan approved
by the NRC, and to pay for on-site property damages. Once the NRC property rule, requiring insurance
proceeds to be used first for stabilization and decontamination, has been complied with, the premature
decommissioning coverage could pay for the decommissioning fund shortfall in the event an accident

Kasa

a-

E

oerCoertv

Inc

KEPCOi

at Wolf Creek exceeds $500.0 million in covered damages and causes Wolf Creek to be prematurely
decommissioned.
(d) Nuclear Fuel Commitments
At December 31, 2005, KEPCds share of WCNOC's nuclear fuel commitments were approximately
$1.6 million for uranium concentrates expiring in 2007, $0.2 million for conversion expiring in 2007,
$1.2 million for enrichment expiring at various times through 2006, and $6.9 million for fabrication
through 2024.
(e) Purchase Power Commitments
KEPCo has supply contracts with various utility companies to purchase power to supplement generation in the given service areas. KEPCo has recently executed a new five year contract with Westar
Energy, Inc. through May 2008 with minimum purchase commitments of 85 megawatts per year.
(13) Fair Value of Financial Instruments
The following methods and assumptions were used to estimate the fair value of each class of financial instruments for which it is practicable to estimate that value as set forth in SFAS No. 107, Disclosuresabout
FairValue of FinancialInstruments.
Cash and Cash Equivalents-The carrying amount approximates the fair value because of the short term
maturity of these investments.
Decommissioning Trust, Investments in Associated Organizations,and Bond Fund Reserve-The fair value of these assets is primarily based on quoted market prices as of December 31, 2005.
VariableRate Debt-The carrying amount approximates the fair value because of the short-term variable
rates of those debt instruments.
Fixed-Rate Debt-The fair value of the fixed-rate FFB debt and the fixed-rate Series 1997 Trust debt is
based on the sum of the estimated value of each issue, taking into consideration the current rates offered
to KEPCo for debt of similar remaining maturities.
The estimated fair values of KEPCo's financial instruments are as follows:
December 31,2005
Carrying value
Fair value
Cash and cash equivalents
Investments in associated organizations
(including investments in CFC)
Bond fund reserve
Decommissioning fund
Fixed-rate debt
Variable-rate debt

$

5,345,163

5,345,163

3,339,220
4,262,478
7,953,404
131,872,992
28,500,000

3,392,200
4,466,935
7,953,404
136,581,663
28,500,000

(14) Patronage Capital
In accordance with KEPCds by-laws, KEPCds current margins are to be allocated to members. KEPCds
current policy is to allocate margins to the members based on revenues collected from the members as
a percentage of total revenues. If KEPCo's consolidated financial statements were adjusted to reflect accounting principles generally accepted in the United States of America, total patronage capital would be
negative. As noted in the consolidated statements of changes in patronage capital, no patronage capital
distributions were made to members in 2005 and 2004.
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IfLTO
Year Ended December 31
Great Plains Energy (a)
Operating revenues
Income (loss) from continuing operations (b)
Net income (Ioss)
Basic and diluted earnings (loss) per common
share from continuing operations
Basic and diluted earnings (loss) per
common share
Total assets at year end
Total redeemable preferred stock, mandatorily
redeemable preferred securities and longterm debt (including current maturities)
Cash dividends per common share
Consolidated KCP&L (a)
Operating revenues
Income from continuing operationsWc)
Net income
Total assets at year end
Total redeemable preferred stock, mandatorily
redeemable preferred securities and longterm debt (including current maturities)

(a)

(b)

(c)

2005

2004

2003

2002

2001

(dollars in millions except per share amounts)

$2,605
$ 164
$ 162

$2,464
$ 174
$ 181

$2,148
$ 190
$ 145

$1,802
$ 137
$ 126

$1,399
$ (28)
$ (24)

$ 2.18

$ 2.39

$ 2.72

$ 2.16

$(0.49)

$ 2.15
$3,834

$ 2.49
$3,799

$ 2.07
$3,682

$ 1.99
$3,517

$(0.42)
$3,464

$1,143
$1.66

$1,296
$ 1.66

$1,347
$ 1.66

$1,332
$ 1.66

$1,342
$ 1.66

$1,131
$ 144
$ 144
$3,339

$1,092
$ 143
$ 143
$3,337

$1,057
$ 126
$ 117
$3,303

$1,013
$ 103
$ 96
$3,139

$1,287
$ 116
$ 120
$3,146

$ 976

$1,126

$1,336

$1,313

$1,311

Great Plains Energy's consolidated financial statements include results for all subsidiaries in
operation for the periods presented. KCP&L's consolidated financial statements include its
wholly owned subsidiary HSS. In addition, KCP&L's consolidated results of operations include
KLT Inc. and GPP for all periods prior to the October 1,2001, formation of Great Plains Energy.
This amount is before discontinued operations of $(1.9), $7.3, $(44.8), $(7.5) and $4.3 million in
2005 through 2001, respectively. In 2002, this amount is before a $3.0 million cumulative
effect of a change in accounting principle.
This amount is before discontinued operations of $(8.7), $(4.0) and $3.6 million in 2003
through 2001, respectively. In 2002, this amount is before a $3.0 million cumulative effect
of a change in accounting principle.
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Great Plains Energy's Strategic Intent, which is to demonstrate leadership in supplying
and delivering electricity and energy solutions to meet our customers' needs, was
launched nearly two years ago. In 2005, we continued executing our Strategic Intent.

We use five key areas to measure our progress:
" Achievement of top-tier operating performance
" Implementation of KCP&L's Comprehensive Energy Plan
" Success inthe competitive supply business through Strategic Energy
" Realization of Great Plains Energy's "Winning Culture"
" Development and strengthening of relationships with our communities
Our collaborative approach of working with all constituents...from employees to
customers to regulators and civic and community leaders...is the key to our success.
It proves there is indeed progress through partnership.

Our Strategic Intent represents the hard work of thousands of individuals and is our
vision for the type of company we want to be...both now and inthe future...one that
creates value for our shareholders and provides innovative energy solutions to our
customers for years to come.
We accomplished much in 2005 and are very proud of our efforts. However, much work
remains to be done, and our Strategic Intent will continue to guide everything we do.

2 GREAT PLAINS ENERGY
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KCP&L is among the top 25 percent of utilities nationwide for lowest coal generation
production costs. Our high level of coal fleet performance has led to increased
wholesale revenue allowing us to keep our rates low. This performance and other
efforts have resulted incurrent KCP&L residential rates being almost 10 percent below
the regional average and 25 percent below the national average, according to the
Edison Electric Institute.

Percentage that KCP&L
residential rates are below
the current national average

In 2005, KCP&L achieved Tier 1 performance in both safety and reliability. We are
committed to achievingfier 1 performance in all categories by 2008.
We want to be an industry leader in innovation and technology. Our delivery system of
the future will use the latest technology to ensure we deliver top-tier performance at a
reasonable cost. It includes demand response and efficiency programs outlined in our
Comprehensive Energy Plan; distributed energy resources, customer e-services, system
automation and monitoring; and a real-time two-way flow of energy and information.
Strategic Energy demonstrates top-tier performance through the advice and industry
knowledge provided to customers every day. The company retained 86 percent of
volume-based and month-to-month customers in 2005, a significant achievement
amidst very volatile energy markets. With a very strong focus on customer satisfaction,
Strategic Energy continues to demonstrate one of the lowest customer complaint
records in the industry.

Strategic Energy volumebased and month-to-month

customers retained
in 2005

-1

B.'.

1I

=1 ILI I:q mntcý

I

4: =I = LI1=
I
:J

WAII

kI

One key element of our Strategic Intent is KCP&Ls Comprehensive Energy Plan.
Working in close collaboration with key stakeholders, KCP&L developed the Plan to
meet the economic, environmental and energy needs of the rapidly growing
Kansas City region. In 2005, we achieved a major milestone with unanimous approval
of the regulatory stipulations regarding the Comprehensive Energy Plan from the
Kansas Corporation Commission and the Missouri Public Service Commission.

i

Key elements of the Plan include:
*$733 million for KCP&L's portion of a high-efficiency coal-fired plant scheduled
to be in service in 2010
*$272 million in environmental upgrades at two of our existing facilities to
improve the air quality in our region through significant reductions in
regulated emissions
* $166 million for 100 megawatts of wind generation
* $95 million in demand management, distributed generation, customer
efficiency and affordability programs, as well as transmission and
distribution improvements
We already have started implementing the Comprehensive Energy Plan. In 2006,
we will break ground on both our wind facility in Spearville, Kan., and the latan 2
coal-fired plant near Weston, Mo. The wind facility is being developed and built by
enXco, Inc., a leading firm in wind generation projects. Kansas City engineering firm
Bums and McDonnell will provide detailed engineering design services for latan 2. Bums
and McDonnell also will provide KCP&L with project and construction management
support for the project.

Inaddition, we will start the installation of new emissions control equipment at Unit 1
of the La Cygne Generating Station with completion scheduled by May 2007. KCP&L's
Comprehensive Energy Plan will result in significant system-wide reductions of sulfur
dioxide, nitrogen oxides, mercury and fine particulate emissions - even with the
addition of new generation.
4 GREAT PLAINS ENERGY
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2006 marks Strategic Energy's 20th year of providing innovative energy products and
services to businesses and companies across the country. Despite the extreme volatility
of the energy market and regulatory pressures in 2005, Strategic Energy succeeded
in recording the second highest megawatthour sales volume in the history of the
company, serving both Fortune 500 companies and local businesses.
Strategic Energy has deep knowledge and experience, working with large and multisite enterprises, commercial businesses and institutions, and small- to medium-sized
businesses. Diverse industry expertise in retail, education, hospitality/restaurant,
commercial real estate, and manufacturing and industrial markets allows
Strategic Energy to provide specific recommendations and customized products to help
their clients meet their distinct energy needs.
For large, multi-site customers, Strategic Energy offers the industry-leading
PowerPortfolioTM product, which provides large customers direct access to wholesale
markets and creates an optimized portfolio of fixed and market-based electricity prices,
customized to the individual needs of a business. For medium to small commercial
establishments, Strategic Energy's fixed-price products reduce exposure to market
volatility while index-based products give customers the opportunity to take advantage
of the discounts available infloating with the wholesale market. Each strategy carries
its own risk/reward profile and Strategic Energy works with all its customers to match
the right product to the right business strategy.
Strategic Energy's Energy Management Center in Pittsburgh, Pa., allows the company to
follow the energy markets 24 hours a day, 365 days a year, ensuring customers get the
most current information and the greatest value available on their energy solutions.
In 2006, the company's leadership is focused on transforming and enhancing business
operations in four key areas, including: Positioning, procurement, products and
productivity. Continued innovation and industry leadership in the competitive supply
business will allow Strategic Energy to help their customers answer the question:
"What's your energy strategy?"

Megawatthours delivered by
Strategic Energy in 2005
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At the core of who we are and what we do as a company is the Great Plains Energy
"Winning Culture." Introduced as part of our Strategic Intent, our company culture is
at the center of how we work collaboratively with one another and our communities
to provide the best possible service and products to our customers. We capture our
"Winning Culture" in the GPE IDEAL, which stands for:
Inspired Leadership...Disciplined Performance Management...Engaged Employees...
Accountability... Loyalty
There were some powerful examples of that culture in action in 2005. A group of
22 employees served on the Winning Culture Team exploring ideas on how to create
a more engaged workforce. Great Plains Energy's executive team also organized the
"Learning Partners," a 21-member employee task force charged with candidly sharing
employee perspectives with GPE officers on key issues facing the workforce. The goal
is to make GPE a place that has more trust, clear communication and high morale.

4WWA

And, throughout the company at various locations, employees took it upon themselves
to create "GPE IDEAL Partners Teams" dedicated to improving their specific workplace.
For example, the Dodson Service Center's Partners' group:
eStarted the "One Day at a Time" safety campaign to reinforce KCP&L's efforts
to become Tier 1 in safety that resulted ingreater safety awareness
among employees
@Developed an on-boarding process for new employees at Dodson and a
mentoring program to share knowledge and broaden experience among
current employees
Strategic Energy incorporated the GPE IDEAL into the guiding principles that have
always been at the core of the company's successful culture. Strategic Energy will
continue to promote these principles with all employees to reinforce its mission to be
the leading electricity retailer inAmerica.

6 GREAT PLAINS ENERGY
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A key element of our success as a company is the strength of the relationships we have
with the communities we serve. As demonstrated by the collaborative process used to
develop KCP&L's Comprehensive Energy Plan, we highly value our communities' input.
The innovative customer efficiency and affordability programs we are launching are
an important piece of the Comprehensive Energy Plan. Energy Optimizer was the first
program introduced to help customers manage their energy costs. The program offers
residential and small commercial business customers free programmable thermostats
installed at no cost to help them manage energy consumption throughout the year and
reduce air conditioning use when the company's load is at its highest level.

KCP&L's planned

five-year contribution to
Kansas City, Missouri's
weatherization program

KCP&L collaborated with the Missouri Department of Natural Resources on the
"Change a Light, Change the World" program that offered a $2 per bulb rebate
for customers replacing light bulbs with ENERGY STAR® qualified compact
fluorescent bulbs.
I
KCP&L was recognized by the U.S. Environmental Protection Agency in2005 for its
"Fly Ash" initiative designed to increase the beneficial use of coal combustion products.
KCP&L formed a partnership with Jackson County, Mo., Lafarge Corporation and the
University of Missouri-Kansas City to showcase the effectiveness of fly ash inrecycling
deteriorated rural asphalt into long-lasting road base.
Strategic Energy employees supported the Homeless Children's Education Fund
through its Friday "Jeans Day" program. To support families intheir local communities,
Strategic Energy employees volunteered their time in support of
United Way projects to help the homeless and families in need.

Expected number of
megawatthours saved over
the next five years due to new
KCP&L efficiency programs
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To our Shareholders:
2005 was a dynamic and challenging year for the energy industry.
At the same time, 2005 was a historic and exciting year for
Great Plains Energy. It was a year inwhich we demonstrated
how we can achieve "Progress Through Partnership."
In July, Congress passed a much-needed National Energy Bill driven
by rising prices and concerns about energy security and supply. Little
did Congress realize just how justified those concerns were until later
in the year when Hurricanes Rita and Katrina struck our Gulf Coast.
Energy costs skyrocketed, including an 80 percent increase nationally
in natural gas prices.
These events -reinforce the value and need for a long-term energy
vision that considers multiple "futures" and a plan that has the
diversity, strength and consensus to weather a range of possible
outcomes. At Great Plains Energy, thanks to a planning process
that started in 2004 and resulted in our Strategic Intent, we
anticipated scenarios like these and were able to manage through
the challenging times. In fact, Great Plains Energy registered strong
results in 2005 with both KCP&L and Strategic Energy making
demonstrable progress for the year while setting the stage for
long-term earnings growth.
Great Plains Energy's Strategic Intent is our vision for the future...a
future inwhich we demonstrate leadership in the supply and delivery
of electricity, and provide innovative energy solutions to meet the
needs of our customers now and for years to come.
An unprecedented level of collaboration among our employees,
customers, communities, environmentalists and regulators
was involved in developing our Strategic Intent. Our continued
partnership with these key constituents enabled us to gain approval
of our plan and to begin executing our strategy in 2005. This includes
implementing the first components of KCP&L's Comprehensive
Energy Plan to provide reliable, affordable, clean electric energy to
our customers, as well as making significant business improvement
efforts within a tough market at Strategic Energy.
2005 also was an important year for our region. When I came to
Kansas City in2003, 1 found a community on the verge of incredible

8 GREAT PLAINS ENERGY

William Downey,PresidentandChief OperatingOfficer (eft)
MichaelChesser,Chairmanof the Board
and ChiefExecutive Officer
growth and development...some might say a renaissance. Today, with
more than $4 billion in development that renaissance is well under way.
Great Plains Energy is part of that revitalization. We have committed
to "energize the future" by ensuring the availability of reliable,
affordable and efficient energy to meet the growing demand. Yet
we know we cannot do this alone. Only through truly collaborative
efforts do we develop the kind of plans, programs and partnerships
that are inthe best interests of our communities, our employees and
our shareholders.
The culture of collaboration is one we fully embrace at Great Plains
Energy. While some people believe culture is just one thing that drives
business performance, we believe it is the most important thing. This
collaboration starts with our employees and extends to the customers
and communities we serve. It's the force that drives our company.
And, in 2005, we saw just how powerful a force this culture can be
in all areas of our business, especially as we began to implement our
Strategic Intent.
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Comprehensive Energy Plan

long-term, affordable electricity and reduce future dependence on
outside sources to meet our energy needs.

Through the collaborative process with our partners, we have
created a strong and balanced long-term strategy that is KCP&L's
Comprehensive Energy Plan. Equally important, we also reached
agreement on key credit provisions with our state regulators that are
anticipated to help enable KCP&L maintain adequate credit quality
over the five-year term of the agreements.
In February 2006, KCP&L filed its first rate increase requests in
20 years. The filings were aimed at recovering the costs of, and
earning a return on, our wind generation facility, as well as
recovering increased costs at the company.
Achieving regulatory agreements for our Plan and moving from
the planning stage to the execution stage were two of our most
important accomplishments in2005.
The benefits of the Plan are significant for both the economy and
health of the region. By adding new, high-efficiency coal-fired and
wind-powered generation, we will provide the Kansas City area with

GPE Operating Revenues

The new coal plant will create up to 1,000 jobs at the height of
construction, plus 50 to 100 permanent positions once the plant is
finished, translating into approximately $300 million in direct payroll
over the four-year period for the region.
The investments in new emission-reduction technologies at
La Cygne 1 and latan 1 will help ensure KCP&L meets or exceeds
existing federal air quality standards and reduce emissions on a
system-wide basis.
The Plan helps support continued top-tier reliability through
construction and upgrades to existing transmission and distribution
facilities, as well as new technologies for faster diagnosis and repair
of service outages.
We also are creating new partnerships with customers by giving
them tools to save energy and money through efficiency and
demand response programs that leverage new technologies for more
effective electricity use. Affordability programs will assist low-income
customers in managing their energy costs.
The Plan also delivers benefits for our shareholders. The $1.3 billion
investment anticipated in the Plan will result in a 60 percent increase
in our rate base and provide the potential for attractive total
shareholder return over the next several years.

3,000
2,500 -

We thank everyone in the community for their efforts in helping us
develop our Plan that will not only meet the energy demands of
today, but also for years to come.

2,000
.E 1,500

It is one thing for us to tout our successes in 2005, but it is quite
another when one of our industry's leading trade organizations says
so, too. The ultimate recognition that our collaborative efforts were
the right approach came in early 2006 when it was announced that
KCP&L had won the Edison Electric Institute's (EEl) 2006 Advocacy
Excellence Award for KCP&L's community outreach in development
of its Comprehensive Energy Plan.
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EEl President Thomas Kuhn said: "KCP&L's approach of obtaining
community input is an excellent model strategy for the complex
issues associated with future energy decisions."

GPE Basic and Diluted Earnings (Loss)
per Common Share from Continuing
Operations

I was extremely proud to accept the award on behalf of our
employees and the entire Kansas City community whose
unprecedented collaboration helped shape the final plan.

3.00 1
2.50
2.00

Great Plains Energy
Our culture of collaboration at Great Plains Energy starts with our
employees. Our solid 2005 financial results were due in large part
to employees pulling together to overcome unexpected challenges
and keep us on track. We continued to see improvements as we
continually strive for top-tier performance throughout our company.
Despite operating in an extremely challenging environment, Great
Plains Energy reported 2005 revenue of $2.6 billion and earnings of
$161 million, or $2.15 a share.
Our employees demonstrated passion and persistence in embracing
the GPE IDEAL, which represents the core values for our Winning
Culture. It's far more than a slogan or motto. It embodies how
we expect employees to act, treat our customers and help our
communities.
Their willingness to step up to the challenge of a high performance
winning culture is critical because we have set aggressive goals
for ourselves. Accomplishing them will result in long-term benefits
for our customers, shareholders and the communities we serve. We
are getting there thanks to the commitment of our employees to
helping our company refocus and foster a Winning Culture based on
collaboration.

Kansas City Power & Light
KCP&L's revenues for 2005 were $1.13 billion while net income was
$143.7 million, essentially flat compared to $143.3 million the year
before. Considering the operating challenges that confronted the
company, this level of earnings was an achievement and a testament
to our employees' commitment to provide outstanding service.
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During 2005, we repaired two main transformer failures in a matter
of weeks, the first at Montrose 3. Despite this outage, the unit still
achieved its best year ever for generation.
Then, later in the year, the Hawthorn 5 main transformer failed.
Thanks to the heroic efforts of KCP&L employees, the transformer
was replaced and the unit came back on line injust 32 days.
Even with these outages, 2005 was one of the company's best years
for coal fleet availability because the rest of our generating fleet
performed admirably. Infact, the company had the second best year
for fleet availability in the last six years, and had the third highest
year ever for generation from the coal fleet.
Excellent teamwork from operations, maintenance and support
employees met all the challenges and kept our units operating
efficiently. As a result, nearly 15 million megawatthours of electricity
were generated in 2005.
Delivery continued to demonstrate responsiveness through
improvements in outage and storm restoration processes resulting in
Tier 1 overall reliability performance. In addition, neighborhood

meetings were conducted to address reliability concerns for
customers experiencing the most outages. These meetings resulted in
targeted reliability projects to improve service inthose areas.
The Field and Technical Training Department beefed up our workforce
to ensure KCP&L has a sufficient talent pool for the future. This
included apprenticeships, Refresher Academy, Lineman University
and a five-year manpower plan to ensure the company has enough
trained people on board to do the job.
Our Customer Care Center continued implementing new
technologies, providing cost-effective solutions for managing
seasonal peaks in call volume and outage communication. The center
is now using an independent group to measure customer satisfaction,
enabling KCP&L to assess on a daily basis how well current processes
are performing and identifying areas for improvement.
For the second year in a row, KCP&L employees earned the
ServiceOneTM award from PA Consulting for exceptional
customer service.

With new leadership driving a company-wide realignment of
operations, marketing and product innovation, Strategic Energy
successfully maintained its market position as the second largest
national retail supplier to non-residential customers.
The company's leadership is comprehensively transforming the
business by focusing on the "4 Ps":
Positioning: Establish a strong position in core markets by having
in-depth relationships with customers and our suppliers.
Procurement: Improve electricity purchasing strategies to enable
Strategic Energy to obtain more competitive prices for energy.
Products: Introduce new products or product extensions into new
customer classes.
Productivity: Implement new business processes and technologies
that will improve business efficiency.

And most importantly, 2005 was an extremely safe year. A record
339 employees, with at least five or more accident-free years,
achieved more than 7.5 million no-lost-time hours of work.

GPE Income (Loss) from

Strategic Energy

Continuing Operations
Even with a challenging energy market in 2005, Strategic Energy
made significant progress in strengthening its business position. The
extreme volatility in energy prices and increased pressure from state
regulators to control rising utility prices made for difficult market
conditions for the competitive supply industry. Despite these factors,
Strategic Energy's 2005 revenues were $1.5 billion, up from $1.4
billion in 2004, while earnings were $28.2 million in 2005.
Strategic Energy's total new orders were 44 percent above
year-earlier levels, representing the second highest in company
history. Delivered megawatthours, largely reflecting sales made
in prior years, were slightly below those for 2004. The company's
customer retention rate remained strong at 86 percent for the year
for volume-based and month-to-month customers confirming the
loyalty of customers to the services and advice that Strategic Energy
provides.
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Strategic Energy is dedicating its resources to reinforce its value
proposition: Offering expert, objective advice to help customers
navigate market volatility and providing products that meet their
changing needs.

Looking Ahead
In 2005, we established a firm plan based on input from employees,
customers, community leaders, members of the environmental
community and government officials. This plan and our commitment
will be even more important in 2006 as we continue to move forward
implementing elements of our Strategic Intent and Comprehensive
Energy Plan. This includes resolving our rate requests in a timely and
constructive manner while continuing to operate as a top-tier energy
company in all areas.
There is much at stake as the actions we are taking today will have
an enormous positive impact on future generations...and future
shareholder return.
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While there are challenges ahead, I have every confidence that
our culture of collaboration will allow us to continue successfully
executing our ambitious plans and produce results that are in
the best interests of our communities, our employees and our
shareholders.

At Work and in the Community,
KCP&L and Strategic Energy Employees
Demonstrate the GPE IDEAL

Help for Hurricane Victims

$
S/

-.

¶

•-----

After HurricanesRita and
Katrina struck the Gulf Coast
KCP&L teams were on site
helping restore power.KCP&L,
Strategic Energy and its
employees also raised nearly
$1.5 million in cash and
in-kind donationsfor the
American Red Cross and Heart
to Heart Internationalto
•support hurricanevictims.

In return, the company

_received
•

-

many letters of
thanks, including this special
note from an elementary
school student in
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"The culture of collaboration is one we fully embrace at
Great Plains Energy. It's the force that drives our company."
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GREAT PLAINS
ENERGY FORM 10-K
Great Plains Energy's 2005 annual report filed on Form 10-K with
the Securities and Exchange Commission can be found at:
www.greatplainsenergy.com and is available at no charge upon written
request to:
Corporate Secretary
Great Plains Energy Incorporated
P.O. Box 418679
Kansas City, MO 64141-9679
MARKET INFORMATION
Great Plains Energy common stock is traded on the New York Stock Exchange
under the ticker symbol GXP. Shareholders of record as of December 31,
2005:14,329.
INTERNET SITE
The company has a site on the Intemet at www.greatplainsenergy.com.
Information available includes company news releases, stock quotes,
customer account information, community and environmental efforts, and
information of general interests to investors and customers.
Also located on our Web site are the company's Code of Business Conduct
and Ethics, Corporate Governance Guidelines and the charters of the Audit
Committee, Governance Committee, and Compensation and Development
Committee of the Board of Directors, which are also available at no charge
upon written request to the Corporate Secretary.

COMMON
Quarter
First
Second
Third
Fourth

STOCK DIVIDENDS PAID
2005
2004
$0.415
$0.415
$0.415
$0.415
$0.415
$0.415
$0.415
$0.415

CUMULATIVE PREFERRED STOCK DIVIDENDS
Quarterly dividends on preferred stock were declared in each quarter of 2005
and 2004 as follows:
Series
3.80%
4.20%
4.35%
4.50%

$0.95
1.05
1.0875
1.125
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DIVIDEND REINVESTMENT AND
DIRECT STOCK PURCHASE PLAN
Great Plains Energy offers the opportunity to purchase common shares
directly from the Company with an initial minimum investment of $500
through our Dividend Reinvestment and Direct Stock Purchase Plan. The Plan
offers shareholders several choices, including reinvestment of all or some of
their common stock dividends and the option of investing additional cash
monthly. Shareholders may choose to deposit their certificates with the
transfer agent for safekeeping in their Plan account. For more information
or an enrollment form, contact Investor Relations or UMB Bank, n.a., or visit
Great Plains Energy's Web Site at www.greatplainsenergy.com.
DIRECT DEPOSIT OF DIVIDENDS
AND AUTOMATIC MONTHLY INVESTMENT
Shareholders may elect the convenience of having dividends deposited
directly to their checking, savings or other accounts. Shareholders can also
choose to authorize automatic monthly deductions from checking or savings
accounts to purchase additional shares. Electing direct deposit or automatic
deduction changes only the manner of dividend payment. Annual report and
proxy materials, year-end tax information and other correspondence will be
mailed to the shareholder's address of record. For more information, please
contact Investor Relations or UMB Bank, n.a., or visit Great Plains Energy's
Web site at www.greatplainsenergy.com.
REGISTERED SHAREHOLDER INQUIRIES
For account information or assistance, including change of address, stock
transfers, dividend payments, duplicate accounts or to report a lost certificate,
please contact Investor Relations at 800-245-5275.
FINANCIAL COMMUNITY INQUIRIES
Securities analysts and investment professionals seeking information about
Great Plains Energy may contact Investor Relations at 816-556-2312.
TRANSFER AGENT
AND STOCK REGISTRANT
UMB Bank, n.a.
Securities Transfer Division
P.O. Box 410064
Kansas City, Missouri 64141-0064
800-884-4225 (toll free)

Amount

TWO-YEAR COMMON STOCK
2005
QUARTER
HIGH
LOW
First
$31.61
$29.56
Second
32.25
29.77
Third
32.63
29.82
Fourth
30.23
27.27

ANNUAL MEETING OF SHAREHOLDERS
Great Plains Energy's annual meeting of shareholders will be held at
10:00 a.m., on May 2, 2006, at The Discovery Center, 4750 Troost in
Kansas City, Missouri.

HISTORY
2004
HIGH
LOW
$35.29
$31.66
34.36
29.23
31.71
28.62
30.71
28.17

CORPORATE GOVERNANCE
LISTING STANDARDS CERTIFICATION
On May 16, 2005, the company submitted its Annual CEO Certification to
the New York Stock Exchange (NYSE). Mr. Chesser, Chairman of the Board
and Chief Executive Officer of the company, certified that as of May 16,
2005 he was not aware of any violation by the company of NYSE Corporate
Governance listing standards.

UNITED STATES
SECURITIES AND'EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-K
[X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2005
or

[ TRANSITION REPORT PURSUANT SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934.
For the transition period from
to'
Commission
File Number

Exact name of registrant as specified in charter,
state of incorporation,, addressof principal
executive offices and telephone number

I.R.S. Employer
Identification Number

001-32206

GREAT PLAINS ENERGY INCORPORATED
(A Missouri Corporation)
1201 Walnut Street
Kansas City, Missouri 64106
(816) 556-2200
.,www..qreatplainsenerqy.com

43-1916803

1-707

KANSAS CITY POWER & LIGHT COMPANY

44-0308720

(A Missouri Corporation)
1201 Walnut Street
Kansas City, Missouri 64106
(816) 556-2200
www.kcpl.com
Each of the following classes or series of securities registered pursuant to Section 12(b) of the Act is
registered on the New York Stock Exchange:

Registrant
Great Plains Energy Incorporated

Title of each. class
Cumulative Preferred Stock par value $100 per share
Cumulative Preferred Stock par value $100 per share
Cumulative Preferred Stock par value $100 per share
Common Stock without par value
Income PRIDESsM

Securities registered pursuant to Section 12(g) of the Act. None.

3.80%
4.50%
4.35%

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
Great Plains Energy Incorporated _Yes X No
Kansas City Power & Light Company
Yes
No X
_

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act.
Great Plains Energy Incorporated
Yes _ No X
Kansas City Power & Light Company
Yes X No
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of.1934 during the preceding 12 months (or for such shorter period that the registrant was required to
file such reports), and (2) has been subject to such filing requirements for the past 90 days.
Great Plains Energy Incorporated
Yes X No _
Kansas City Power &Light Company
Yes _ No X
Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will
not be contained, to the best of registrant's knowledge, in definitive proxy or information statements incorporated by reference
in Part III of this Form 10-K or any amendment to the Form 10-K. _
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer or a non-accelerated filer. See
definition of "accelerated filer and large accelerated filer" in Rule 12b-2 of the Exchange Act.
Great Plains Energy Incorporated
Large accelerated filer X
Accelerated filer
Non-accelerated filer
Kansas City Power & Light Company
Large accelerated filer
Accelerated filer - Non-accelerated filer
X
Indicate by check mark whether the registrant is a shell company(as defined in Rule12b-2 of the Exchange Act).
Yes, . No
No X
KansasCity Power & Light Company
Yes
Great Plains Energy Incorporated

X

The aggregate market value of the voting and non-voting common equity held by non-affiliates of Great Plains Energy
Incorporated (based on the closing price of its common stock on theeN6W York Stock Exchange on June 30, 2005) was
approximately $2,380,255,632. All of the common equity of Kansas City Power & Light Company is held by Great Plains
Energy Incorporated, an affiliate of Kansas City Power &Light Company.
On February 28, 2006, Great Plains Energy Incorporated had 74,835,687 shares of common stock outstanding. The
aggregate market value of the common stock held by non-affiliates of Great Plains Energy Incorporated (based upon the
closing price of its common stock on the New York Stock Exchange on February 28, 2006) was approximately
$2,115,604,125. On February 28, 2006, Kansas City Power &Light Company had one share of common stock outstanding
and held by Great Plains Energy Incorporated.

Documents Incorporated by Reference
Portions of the 2006 Proxy Statement of Great Plains Energy Incorporated to be filed with the Securities and Exchange
Commission are incorporated by reference in Part III of this report.
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Great Plains Energy Incorporated and Kansas City Power & Light Company separately file this
combined Annual Report on Form 10-K. Information contained herein relating to an individual
registrant and its subsidiariesis filed by such registrant on its own behalf. Each registrant makes
representations only as to information relating to itself and its subsidiaries. This report should be read
in its entirety. No one section of the report deals with all aspects of the subject matter.
Kansas City Power & Light Company is not required to file reports with the Securities and Exchange
Commission (SEC) under Sections 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934, as
amended (the Exchange Act); however, Kansas City Power & Light Company has continued to file such
reports, including this Annual Report on Form 10-K, with the SEC voluntarily and will continue to do so.
In addition, Kansas City Power & Light Company may determine to register its common stock under
Section 12(g) of the Exchange Act and upon the effectiveness of the registration it will be required to
file such reports.
CAUTIONARY STATEMENTS REGARDING CERTAIN FORWARD-LOOKING INFORMATION
Statements made in this reportthat are not based on historicalfacts are forward-looking, may involve risks and
uncertainties,and are intended to be as of the date when made. In connection with the safe harborprovisions of
the Private Securities Litigation Reform Act of 1995, the registrantsare providing a numberof importantfactors,
that could cause actualresults to differ materiallyfrom the provided forward-lookinginformation. These important
factors include:
* future economic conditions in the regional,nationaland internationalmarkets, including but not limited to
regionaland nationalwholesale electricity markets
* market perception of the energy industry and the Company,
* changes in business strategy, operationsor development plans
* effects of current or proposed state and federallegislativeand regulatoryactions or developments, including,
but not limited to, deregulation; re-regulationand restructuringof the electric utility industry
* adverse changes in applicablelaWs, regulations,rules, principlesor practicesgoverning tax, accountingand
environmentalmatters including, but not limited to, airquality
* financial market conditionsand performance including, but hot limited to, changesin interest rates and in
availabilityand cost of capitaland the effects on the Company's pension plan assetsand costs
* credit ratings
* inflation rates
* effectiveness of risk managementpolicies and procedures and the ability of counterpartiesto satisfy their
contractualcommitments
* impact of terroristacts
• increasedcompetition including, but not limited to, retail choice in the electric utility industry and the entry of
new competitors
* ability to carry out marketing and salesplans.
* weather conditions including weather-relateddamage
* cost, availability,quality and deliverabilityof fuel
* ability to achieve generationplanninggoals andthe occurrenceand duration of unplanned generation
outages

*
*
*
*
*

..

.

delays in the anticipatedin-service datesofadditionalgeneratingcapacity
nuclearoperations
ability to enterhnew markets successfully and capitalizeon growth Iopportunities in non-regulatedbusinesses
performance of projects undertakenby the Company's non-regulatedbusinesses and the success of efforts to
invest in and develop new o'pportunitiesand
otherrisks and uncertainties.

This list of factors is not all-inclusive because itis not possible to predict all factors. Item 1A. Risk'Factors included in this report should be carefully read for further understanding of potential risks to the
companies. Other sections of this report and other periodic reports filed by the companies with the
SEC should also be read for more information regarding risk factors.

3

GLOSSARY OF TERMS
The following is a glossary of frequently used abbreviations or acronyms that are found throughout this
report.
Abbreviation or Acronym
ARO
BART
CAIR
CAMR
Clean Air Act
CO 2
Company
Consolidated KCP&L
Digital Teleport
DOE
DTI
EBITDA
EEl
EIRR
EPA
EPS
FASB
FELINE PRIDESsM
FERC
FIN
GAAP
GPP
Great Plains Energy
Holdings
HSS
IEC
ISO
KCC
KCP&L
KLT Gas
KLT Gas portfolio
KLT Inc.
KLT Investments
KILT Telecom
KW
kWh
MAC
MD&A

Definition
Asset Retirement Obligation
Best available retrofit technology
Clean Air Interstate Rule
Clean Air Mercury Rule
Clean Air Act Amendments of 1990
Carbon Dioxide
Great Plains Energy Incorporated and its subsidiaries
KCP&L and its wholly owned subsidiaries
Digital Teleport, Inc.
Department of Energy
DTI Holdings, Inc. and its subsidiaries, Digital Teleport, Inc.
and Digital Teleport of Virginia, Inc.
Earnings before interest, income taxes, depreciation and amortization
Edison Electric Institute
Environmental Improvement Revenue Refunding
Environmental Protection Agency
Earnings per common share
Financial Accounting Standards Board
Flexible Equity Linked Preferred Increased Dividend Equity Securities,
a service mark of Merrill Lynch & Co., Inc.
The Federal Energy Regulatory Commission
Financial Accounting Standards Board Interpretation
Generally Accepted Accounting Principles
Great Plains Power Incorporated
Great Plains Energy Incorporated and its subsidiaries
DTI Holdings, Inc.
Home Service Solutions Inc., a wholly owned subsidiary of KCP&L
Innovative Energy Consultants Inc., a wholly owned subsidiary
of Great Plains Energy
Independent System Operator
The State Corporation Commission of the State of Kansas
Kansas City Power & Light Company, a wholly owned subsidiary
of Great Plains Energy
KLT Gas Inc., a wholly owned subsidiary of KLT Inc.
KLT Gas natural gas properties
KLT Inc., a wholly owned subsidiaryof Great Plains Energy
KLT Investments Inc., a wholly owned subsidiary of.KLT Inc.
KLT Telecom Inc., a wholly owned subsidiary of KLT Inc.
Kilowatt
Kilowatt hour
Material Adverse Change
Management's Discussion and Analysis of Financial Condition and
Results of Operations
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Abbreviation or Acronym
MISO
MPSC
MW
MWh
NEIL

NO,
NPNS
NRC
OCI
PJM
PRB
PURPA
Receivables Company
RTO
SEC
SECA
SE Holdings
Services
SFAS
SO 2
SPP
Strategic Energy
T - Lock
Union Pacific
WCNOC
Wolf Creek
Worry Free

Definition
Midwest Independent Transmission System Operator, Inc.
Public Service Commission of the State of Missouri
Megawatt
Megawatt hour
Nuclear Electric Insurance Limited
Nitrogen Oxide
Normal Purchases and Normal Sales
Nuclear Regulatory Commission
Other Comprehensive Income
PJM Interconnection
Powder River Basin
Public Utility Regulatory Policy Act
Kansas City Power & Light Receivables Company, a wholly owned
subsidiary of KCP&L.
Regional Transmission Organization
Securities and Exchange Commission
Seams Elimination Charge Adjustment
SE Holdings, L.L.C.
Great Plains Energy Services Incorporated
Statement of Financial Accounting Standards
Sulfur-Dioxide
'Southwest Power Pool, Inc.
Strategic Energy, L.L.C., a subsidiary of KLT Energy Services
Treasury Lock
Union Pacific Railroad Company
Wolf Creek Nuclear Operating Corporation
Wolf Creek Generating Station
Worry Free Service, Inc., a wholly owned subsidiary of HSS
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PART I

ITEM 1. BUSINESS
General
Great Plains Energy Incorporated and Kansas City Power & Light Company are separate registrants
filing this combined annual report. The terms "Great Plains Energy," "Company," "KCP&L" and
"consolidated KCP&L" are used throughout this report. "Great Plains Energy" and the "Company" refer
to Great Plains Energy Incorporated and its consolidated subsidiaries, unless otherwise indicated.
"KCP&L" refers to Kansas City Power & Light Company, and "consolidated KCP&L" refers to KCP&L
and its consolidated subsidiaries.
Information in other Items of this report as to which reference is made in this Item 1. is hereby
incorporated by reference in this Item 1. The use of terms such as see or refer to shall be deemed to'
incorporate into this Item 1. the information to which such reference is made.
GREAT PLAINS ENERGY
Great Plains Energy, a Missouri corporation incorporated in 2001 and headquaitered in Kansas City,
Missouri, is a public utility holding company and does not own or operate any significant assets other
than the stock of its subsidiaries. Great Plains Energy has four direct subsidiaries with operations or
active subsidiaries:
" KCP&L is described below.
" KLT Inc. is an intermediate holding company that primarily holds, directly or indirectly, interests
in Strategic Energy, L.L.C. (Strategic Energy), which provides competitive retail electricity
supply services in several electricity markets offering retail Choice, and affordable housing
limited partnerships. KLT Inc. also wholly'owns KLT Gas Inc. (KLT Gas). See'Note 8 to the
consolidated financial statements for additional information regarding KLT Gas discontinued
operations.
" Innovative Energy Consultants Inc. (IEC).is an intermediate holding company that holds an
indirect interest in Strategic Energy. IEC does not own or operate any assets other than its
indirect interest in Strategic Energy. When combined with KLT Inc.'s indirect interest in
Strategic Energy, the Company owns just under 100% of the indirect interest in Strategic
Energy.
" Great Plains Energy Services Incorporated (Services) provides services at cost to Great Plains
Energy and its subsidiaries, including consolidated KCP&L.
Great Plains Energy's wholly owned subsidiary, Great Plains Power Incorporated (GPP), focused on
the development of wholesale generation. GPP sold all of its capital assets related to the siting and
permitting process for construction of latan No. 2, a coal-fired generating plant, to KCP&L, at cost,
during 2005. GPP was dissolved in 2005.
Executing On Strategic Intent
For a discussion of the Company's strategic intent and KCP&L's comprehensive energy plan, please
refer to the Executing On Strategic Intent section in Item 7. Management's Discussion and Analysis of
Financial Condition and Results of Operations (MD&A) and Note 5 to the consolidated financial
statements for additional discussion of KCP&L's comprehensive energy plan.
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CONSOLIDATED KCP&L
KCP&L, a Missouri corporation incorporated in 1922, is an integrated, regulated electric utility, which
provides electricity to customers primarily in the states of Missouri and Kansas. KCP&L's wholly owned
subsidiary, Home Service Solutions Inc. (HSS), sold its wholly owned subsidiary Worry Free Service,
Inc. (Worry Free) in February 2005 and completed the disposition of its interest in R.S. Andrews
Enterprises, Inc. (RSAE) in June 2003. 'After these sales,- HSS has no active operations.
Business Segments of Great Plains Energy and KCP&L
Consolidated KCP&L's sole reportable business segment is KCP&L. Great Plains Energy, through its
direct and indirect subsidiaries, has two reportable business segments: KCP&L and Strategic Energy.
For information regarding the revenues, income and assets attributable to the Company's, reportable
business segments, see Note 17 to the consolidated financial statements. Comparative financial.
information and discussion regarding the Company's and KCP&L's reportable business segments can
be found in ltem.7.r MD&A.
Regulation - General
Regulatory matters affecting KCP&L and Strategic Energy are described below in the discussion on
each of these reportable business segments.
Capital Program and Financing
For information on the-Company's andKCP&L's capital program and financial needs, see Item 7.
MD&A, Capital Requirements and Liquidity section and Notes 18 and 19 to the consolidated financial
statements.

KCP&L
KCP&L, headquartered in Kansas City, Missouri, engagesin the generation, transmission, distribution
and sale of electricity. XKCP&L serves approximately 500,000 customers located in all or portions of,24
countiesin western Missouri and eastern Kansas. Customers include approximately 440,000
residences, over 55,000 commercial firms, and over 2,200 industrials, municipalities and other electric
utilities. KCP&L's retail revenues averaged approximately 82% of its total operating revenues over the
last three years. Wholesale firm power, bulk power sales and miscellaneous electric revenues
accounted for the remainder of utility revenues. KCP&L is significantly impacted by seasonality with
approximately one-third of its retail revenues recorded in the third quarter. KCP&L's total electric
revenues averaged approximately 45% of Great Plains Energy's revenues over the last three years.
KCP&L's income from continuing operations accounted for approximately 88%, 86% and 67%,of Great
Plains Energy's income from continuing operations in 2005, 2004 and 2003; respectively.,.-..
-

Regulation,2
KCP&L is regulated by the Public Service Commission of the State of Missouri (MPSC) and The State
Corporation Commission of the State of I~nsas (KCC) with respect to retail rates, certain accounting
matters, standards of service and, in certain cases, the issuance of securities, certification of facilities
and service territories. KCP&L is classified as a public utility under the Federal Power Act and
accordingly, is subject to regulation by the Federal Energy Regulatory Commission (FERC). By virtue
of its 47% ownership interest in Wolf Creek Generating Station (Wolf Creek), KCP&L is subject to
regulation by the Nuclear Regulatory Commission (NRC), with respect to licensing, operations and
safety-related requirements.
Missouri jurisdictional retail revenues averaged 57% of KCP&L's total retail revenue over the last three
years. Kansas jurisdictional retail revenues averaged 43% of KCP&L's total retail revenue over the last
three years. See Item 7. MD&A, Critical Accounting Policies section and Note 5 to the consolidated
financial statements for additional information concerning regulatory matters.
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Missouriand Kansas Rate Case Filings
In February 2006, KCP&L filed rate cases with the MPSC and the KCC. For information on these rate
cases, see Note 5 to the consolidated financial statements for additional discussion of KCP&L's
comprehensive energy plan.
Southwest PowerPool Regional Transmission Organization,
Under FERC Order 2000, KCP&L, as an investor-owned utility, is strongly encouraged to join a FERC
approved RTO. See Note 5 to the consolidated financial statements for further information.'

Competition

Missouri and Kansas continue on the fully integrated utility model and no legislation authorizing retail
choice has been introduced in Missouri or Kansas for several years. -As a result, KCP&L doesinot, icompete with-others to supply and deliver electricity in its franchised service territory, although other t
sources of energy can -provide alternatives to KCP&L's customers. Jf Missouri or Kansas were to pass
and implement legislation authorizing or mandating retail choice, KCP&L may no longer be able to
apply regulated utility accounting principles to deregulated portions of its operations and may be
required to write off certain regulatory assets and liabilities.
KCP&L does compete in the wholesale market to sell power in circumstances when power generated is
not required for customers in its service territory. KCP&L competes in this regard with other owners of
generating stations, principally utilities in its region, on the basis of availability and price., In recent
years these wholesale sales have been an important source of revenues to KCP&L. ,
Power Supply
KCP&L is a member of the Southwest Power Pool, Inc. (SPP) reliability region. As one of the ten
regional members of the North American Electric Reliability Council, SPP is responsible for maintaining,
reliability in its area through coordination of planning and operations. As a member of the SPP, KCP&L
is required to maintain a capacity margin of at least 12% of its projected peak summer demand. This:
net positive supply of capacity and energy is maintained through its generation assets and capacity, ,
power purchase agreements and peak demand reduction programs. The capacity margin is designed
to ensure the reliability of electric energy in the SPP region in the event of operational failure of power,
generating units utilized by the members of the SPP.
KCP&L's maximum system net hourly summer peak load of 3,610 MW occurred on August 21, 2003.
The maximum winter peak load of 2,563 MW occurred on December 7,2005. -During 2005, the summer peakload was 3,512 MW. The projected peak summer demand for 2006 is 3,595 MW.
KCP&L expects to meet its projected capacity requirements for the years 2006 through 2009 with its
generation assets and through short-term capacity purchases, additional demand-side management
and efficiency programs and the addition of wind generation. As part of its comprehensive energy plan,
KCP&L expects to have latan No. 2 in service in 2010.
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Fuel
The principal sources of fuel for KCP&L's electric generation are coal and nuclear fuel. KCP&L
expects, with normal weather, to satisfy approximately 98% of its 2006 fuel requirements from these
sources with the remainder provided by natural gas and oil. The actual 2005 and estimated 2006 fuel
mix and delivered cost in cents per net kWh generated are in the following table.

Fuel
Coal

Nuclear
Natural gas and oil
Total Generation

Fuel Mix (a)
Actual
Estimated
2005
2006

Fuel cost In cents per
net kWh generated
Actual
Estimated
2005
2006.

77 %

77%

1.24

1.01

21
2
100 %

21
2
100 %

0.44
11.15
1.22

0.44
8.29
1.06

(a)Fuel mix based on percent of total MWhs generated.

Less than 1% of KCP&L's rates contain an automatic fuel adjustment clause. Consequently, to the
extent the price of coal, coal transportation, nuclear fuel, nuclear-fuel processing, natural gas or
purchased power increase Significantly after the expiration of the contracts described in this section, or
if KCP&L's lower fuel cost units do not meet anticipated availability levels, KCP&L's net income may be
adversely affected until the increased cost could be reflected in rates.
Coal

During 2006, KCP&L's generating units, including jointly owned units, are projected to burn
approximately 13.5 million tons of coal. KCP&L has entered into coal-purchase contracts with various
suppliers in Wyoming's Powder River Basin (PRB), the nation's principal supply region of low-sulfur
coal, and with local suppliers. These conilracts will satisfy all projected coal requirements for 2006 and
2007 and 84%, 35% and 22% respectively, for 2008 through 2010. The remainder of KCP&L's coal
requirements will be fulfilled through additional contracts or spot market purchases. KCP&L has
entered into its coal contracts over time'al: higher average prices affecting coal costs for 2006 and
beyond.
KCP&L has also entered into rail transportation contracts with various railroads for moving coal from
the PRB to its generating units. These contracts will satisfy approximately all of the projected
requirements for 2006 and 2007 and 98%, 78% and 77%, respectively, for 2008 through 2010;
however, KCP&L hasbeen experiencing 4ooai deliveryissues. Coal transportation costs are expected
to increase in 2006 and beyond. See Note 15 to the consolidated financial statements regarding a rate
complaint case against Union Pacific Railiroad Company. See Item 7. MD&A, KCP&L Business
Overview for additional information.
Nuclear Fuel
KCP&L owns 47% of Wolf Creek Nuclear Operating Corporation (WCNOC), the operating company for
Wolf Creek, its only nuclear generating unit, 'Wolf Creek purchases uranium and has it processed for
use as fuel in its -reactor. This is a three stb pprocess that involves' conversion of uranium concentrates
to uranium hexafluoride, enrichment of ura3nium hexafluoride and fabrication of nuclear fuel assemblies.
The owners of Wolf Creek have on hand or under contract 100% of the uranium and conversion
services needed to operate'Wolf Creek through September 2009. The owners also have under
contract 100% of the uraniumenrichrent required to operate Wolf Creek through March 2008.
Fabrication requirements are under contract through 2024. Letters of intent have been issued with
suppliers for a substantial portion of Wolf Creek's uranium, conversion and enrichment requirements
extending through at least 2017.
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All uranium, uranium conversion and uranium enrichment arrangements, as well as the fabrication 5
agreement, have been entered into in the ordinary. course of business.- However, contraction and ,ý
consolidation among suppliers of these commodities and services, coupled with increasing worldwide
demand and past inventory drawdowns, have introduced some uncertaintyas to Wolf Creek's ability to
replace some of these contracts in the event of a protracted supply disruption. Great Plains Energy's
management believes this potential problem is common to the nuclear industry. Accordingly, in the
event the affected contracts were required to be replaced, Great Plains Energy's and Wolf Creek's
management believes that the industry and government would work together to minimize disruption of
the nuclear industry's operations, including Wolf Creek's operations.
See Note 4 to the consolidated financial statements for additional information regarding: nuclear plant.
Natural Gas
KCP&L is projecting decreased ,use of natural gas during 2006 as a result of KCP&L's projected normal
summer weather and fewer plant outages in 2006. KCP&L has hedged approximately 45% of its 2006
projected natural gas usage for generation requirements to serve retail load and firm MWh sales.
PurchasedPower
At times, KCP&L purchases power to meet its customers' needs. ManagementbelievesKCP&L will be'
able to obtain enough power to meet its future'demands due to the coordination of planning and
operations in the SPP region; however, price and availability of power purchases may be impacted
during periods of high demand. KCP&L's purchased power, as a percent of MWh requirements,,
averaged approximately 5% for 2005, 2004 and 2003.
Environmental Matters
KCP&L's operations are subject to regulation by federal, :state and local authorities with regardto air
and other environmental matters., The generation and transmission of electricity produces and requires
disposal of certain hazardous products that are subject to these laws and regulations. In addition to
imposing continuing compliance obligations, these laws and regulations authorize the imposition of
substantial penalties for noncompliance, including fines, injunctive relief and other sanctions. Failure to
comply with these laws and regulations could have a material adverse effect on"KCP&L.
KCP&L operates in an environmentally responsible manner and seeks to use current technology to
avoid and treat contamination. KCP&L regularly conducts environmental audits designed to ensure
compliance with govemmental regulations and to detect contamination. Environmental-related
legislation is continuously introduced in Congress. Such legislation typically includes various
compliance dates and compliance limits. Such legislation could have the potential for a significant
financial impact on KCP&L, including the installation of new pollution control equipment to achieve
compliance. However, KCP&L would seek recovery of cap!tal costs and expenses for such compliance
through rates. KCP&L will continue to monitor proposed legislation. See Note 13 to the consolidated
financial statements for additional information regarding environmental matters.
STRATEGIC ENERGY
Great Plains Energy owns just under 100% of the indirect interest in Strategic Energy. Strategic
Energy provides competitive retail electricity supply services by entering into power supply contracts to
supply electricity to its end-use customers. Of the states that offer retail choice, Strategic Energy
operates in California, Maryland, Massachusetts, Michigan, New Jersey, New York, Ohio, Pennsylvania
and Texas. In addition to competitive retail electricity supply services, Strategic Energy records,
insignificant wholesale revenues and purchased power expense incidental to the retail services
provided. 'Strategic Energy also provides strategic planning, consulting and billing and scheduling
services in the natural gas and electricity markets.
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Strategic Energy provides services to approximately 51,000 commercial, -institutional and small
manufacturing accounts for approximately 10,300 customers including numerous Fortune 500
companies, smaller companies and governmental entities. Strategic Energy's projected MWh
deliveries for 2006 based on signed contracts and expected additional MWh contracts and deliveries
are in the range of 16 to 18 million MWhs. Based solely on expected usage under current signed
contracts, Strategic Energy has forecasted future MWh commitments (backlog) of 10.4 million, 4.3
million and 2.3 million forthe years 2006 through 2008, respectively.
Strategic Energy's revenues averaged approximately 55% of Great Plains Energy's revenues over the
last three years. Strategic Energy's net income accounted for approximately 17%, 24% and 21% of
Great Plains Energy's income from continuing operations in 2005, 2004 and 2003, respectively.
Strategic Energy's growth objective is to continue to expand in retail choice states and -continue to earn
its share of a large and growing market opportunity. Strategic Energy's continued success is
dependent on a number of industry and operational factors including, but not limited to, the ability to
contract for wholesale MWhs to meet its customers' needs at prices that are competitive with the 'host
utility territory rates and with current and/or future competitors, the ability toprovide value-added
customer services and the ability toattract and retain employees experienced in providing service in
retail choice states.
Power Supply
Strategic Energy does not own any generation, transmission or distribution facilities. Strategic Energy
purchases blocks of electricity from power suppliers based on forecasted peak demand for its retail.
customers. Management believes it will have adequate accessto'energy in the markets it serves.
Regulation,
Strategic Energy, as a participant in.the wholesale electricity, and transmission markets, is subject to
FERC jurisdiction. AdditionallyStrategic Energy is subject to regulation by state regulatory agencies in
states, where Strategic Energy is licensed to sell power. Each state has a public utility commission and
rules related to retail choice. Each state's, rules are distinct and may conflict. These rules do not
restrict the amount Strategic Energy can charge for its services, but can have an impact on Strategic'
Energy's ability to provide retail electricity services in any jurisdiction.
Texas
During 2005, the Public Utility Commission of Texas (Texas PUC) opened a project to review rules
related to the Price-to-Beat (PTB) and Pnrvider of Last Resort. Should the Texas PUC change the
current PTB mechanism to one that is less reflective of market-based -rates, the change could have an,
impact on this competitive market and StrategicEnergy's prospects for growth in Texas.
Seams Elimination ChargeAdjustment
Seams EliminationCharge Adjustment (S3ECA) is 'a transitional pricing mechanism authorized by FERC and -intended to compensate transmission owners for the revenue lost as a result of FERC's
elimination of regional through and out rates between PJM Interconnection (PJM) and the Midwest:
Independent Transmission System Operator, Inc. (MISO) during a 16-month transition period from
December 1, 2004, through March 31, 2006. See Note 5 to the consolidated financial statements for,,.
.
further information regarding SECA.
Transmission:,
In many markets, RTOs/ISOs manage the power flows, maintain reliability and administer transmission
access for the electric transmission grid in a defined region. RTOs/ISOs coordinate and monitor
communications among the generator, distributor and retail electricity provider. Additionally,
RTOs/lSOs manage the real-time electricity supply and demand, and direct the energy flow. Through
these activities RTOs/lSOs maintain a reliable energy supply within their region.
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As a competitive retail electricity supplier, Strategic Energy must register with each RTO/ISO in order to
,operate in themarkets covered by their grids. Strategic Energy primarily engages with PJM, New •i- .....
England RTO (formerly ISO-New England)i California ISO, New York ISO, Electric Reliability Council of
Texas (ERCOT) and MISO.
In some cases, RTO/ISOs provide Strategic Energy with all or a combination of the data for billing,
settlement, application of electricity rates and information regarding the imbalance of electricity supply.
In addition, they provide balancing energy services and ancillary services to Strategic Energy in the
fulfillment of providing -services to retail end users. Strategic Energy must go through a settlement
process with each RTO/ISO in which the RTO/ISO compares scheduled power with actual meter usage
during a given time period and adjusts the original costs charged to Strategic Energy through a revised
settlement. All participants in the RTOs/ISOs have exposure to other market participants. In the event
of default by a market participant within the RTOs/ISOs,ý the uncollectible balance is generally allocated
to the remaining participantsin- proportion to their load share.RTOs/ISOs may continue to modify the market structure and mechanisms in an attempt to improve
market efficiency. In addition, existing regulations may be revised or reinterpreted and new laws and
regulations may be adopted-orbecome applicable to Strategic Energy's activities. These actions could
have an effect on Strategic Energy's results of operations. Strategic Energy participates extensively,
together with other market participants, in relevant RTO/ISO governance and regulatory issues.

Competition

Strategic Energy operates in several retail choice electricity markets. Strategic Energy has several
competitors that operate .in most or all of the same states in which it provides services to customers.
Some of these competitors also operate in states other than where Strategic Energy has operations.
Strategic Energy also faces competition in certain markets from regional suppliers and deregulated
utility affiliates formed by holding companies affiliated with regulated utilities to provide retail load in
their home market territories. Strategic Energy's competitors vary in size from small companies to large
corporations, some of which have significantly greater financial, marketing, and procurement resources
than Strategic Energy. Additionally, Strategic Energy, as well as its other competitors, must compete ,
with the host utility in order to convince customers to switch from the host utility. In most markets, there
is a regulatory lag that slows the adjustment of host public utility rates in response to changes in
wholesale prices, which may negatively affect Strategic Energy's ability to compete in a rising
wholesale price environment. The principal elements of competition are price, service and product
differentiation.
GREAT PLAINS ENERGY AND CONSOLIDATED KCP&L EMPLOYEES
At December 31,.2005, Great Plains Energy had 2,382 employees. Consolidated KCP&L had 2,078
employees, including 1,335 represented by three local unions of the International Brotherhood of
Electrical Workers (IBEW). KCP&L has labor agreements with Local 1613, representing clerical
employees (expires March 31, 2008), with Local 1464, representing transmission and distribution'
workers (expires January 31, 2009), and with Local:412, representing power plant workers (expires •
February 28, 2007).
All of the individuals in the following table have been officers or employees'in a responsible position
with the Company for the past five years except as noted in the footnotes. The term of office of each
officer commences with his or her appointment by the Board of Directors and ends at such time as the
Board of Directors may determine. There are no family relationships between any of the executive
officers, nor any arrangement or understandingbetween any executive officer and any other person
involved in officer selection. .
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Officers of Great Plains Energy

Name

Current Position(s)

Age

Michael J. Chesser (a)*
William H. Downey (b)*
Terry Bassham (c)

57
61
45

Michael W. Cline (d)
Barbara B. Curry (e)*

44
51

Michael L. Deggendorf f
Stephen T. Easley (g)*
Mark G. English (hr)
Chris B. Giles ()*
Todd A. Kobayashi )
Shahid Malik (k)*

44
50
54
52
38
45

John R. Marshall ()*,
William G. Riggins (m)*

56
47

Lori A. Wright (n)*
John J. DeStefano (o)

43
56

Chairman of the Board and Chief Executive Officer
President and Chief Operating Officer
Executive Vice President, Finance and Strategic
Development and Chief Financial Officer
Treasurer and Chief Risk Officer
Senior Vice President, Corporate Services and
Corporate Secretary
Vice President, Public Affairs
Senior Vice President, Supply.- KCP&L
General Counsel and Assistant Secretary
Vice President, Regulatory Affairs - KCP&L
Vice President, Strategy and Investor Relations
Executive Vice President .
President and Chief Executive Officer - Strategic
Energy
Senior Vice President, Delivery - KCP&L
Vice President, Legal and Environmental Affairs and
General Counsel - KCP&L
Contioller
President - Great Plains Power Incorporated
President - Home Service, Solutions Inc.

13

Year First
Assumed
An Officer
Position
2003
2000
2005
2003
2005
2005
2000
2003
2005
2005
2004

2005
2000
2002
1989

Officers of KCP&L .

-Name
Michael J. Chesser (a)
William H. Downey (b)
.
Terry Bassham (cr
Lora C. Cheatum (pr
Michael W. Cline (d)
F. Dana Crawford (q)
Barbara B. Curry (e)
Stephen T. Easley (g)*
Mark G. English (h)
Chris B. Giles )
William P. Herdegen III (r):'.
John R. Marshall 0
William G. Riggins (r)
Marvin L. Rollison (S)

Age
57,
61
45149
.44
55
51
-.50
54'
52
5156
47
53

Current Position(s)

.

.

Chairman of the Board
President and Chief Executive Officer
Chief Financial Officer.
Vice President, Administrative Services
Treasurer
Vice President, Plant Operations
SecretarySenior Vice President, Supply
Assistant Secretary
Vice President, Regulatory Affairs
Vice President, Customer Operations
Senior Vice President, Delivery
Vice President, Legal and Environmental Affairs and
General Counsel
Vice President, Corporate Culture and Community
Strategy
Vice President, Transmission
Controller

Year First
Assumed
An Officer
Position
2003
2000
2005
2005

2003
2005
2005-_%
2000
2003
2005
2001
-2005
2000
2005

1994
51
Richard A. Spring*
2002
43
Lori A. Wright (n)*
• Designated an executive officer.'
(a). Mr. Chesser was previously Chief Executive Officer of United Water (2002-2003) and President and Chief
Executive Officer of GPU Energy (2000-2002).
(b) Mr. Downey was previously Executive Vice President of Great Plains Energy (2001- 2003) and Executive
Vice President of KCP&L (2000-2002) and President - KCP&L Delivery Division (2000-2002).
(c) Mr. Bassham was previously Executive Vice President, Chief Financial and Administrative Officer (20012005) and Executive Vice President and General Counsel (2000-2001) of El Paso Electric Company.
(d) Mr. Cline was previously Treasurer of Great Plains Energy (2005), Assistant Treasurerof Great Plains Energy
and KCP&L (2003-2005), Director, Corporate Finance (2001-2002), and Assistant Treasurer-Corporate
Finance of Coming Inc. (2001).
(e) Ms. Curry was previously Senior Vice President, Retail Operations (2003-2004), Executive Vice President,
Global Human Resources (2001-2003) and Executive Vice President, Corporate Services (1997-2001) of
TXU Corporation.
) Mr. Deggendorf was previously Senior Director, Energy Solutions of KCP&L (2002-2005), Senior Vice
President of Everest Connections, a cable services company (2000-2002) and Vice President of UtiliCorp
Communications (2000-2002).
(g) Mr. Easley was previously Vice President, Generation Services (2002-2005), President and CEO of GPP
(2001-2002) and Vice President - Business Development of KCP&L Power Division (2000-2001). He was
promoted to Senior Vice President, Supply of KCP&L in March 2005.
(h) Mr. English was previously Corporate Counsel and Assistant Secretary (2003-2005) and Corporate Counsel
(2001-2003) of Great Plains Energy, and Vice President, General Counsel and Corporate Secretary of KLT
Inc. (1997-2001).
) Mr. Giles was previously Senior Director, Regulatory Affairs and Business Planning (2004-2005) and Director,
Regulatory Affairs of KCP&L (1993-2004).
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0) Mr. Kobayashi was previously-Investor Relations Officer (2002-2005) and Director-,Investor Relations and
Corporate Development of Lante Corporation, a technology consulting firm (2000-2002).
(k) Mr.'Malik was appointed as President and Chief Executive Officer of Strategic Energy effective November 10,
.2004 and was appointed Executive Vice President of Great Plains Energy effective January 1, 2006.
Mr. Malik was previously a partner of Sirius Solutions LLP, a consulting company, (2002-2004) and President
of Reliant Energy Wholesale Marketing Group (1999-2002).
( Mr. Marshall was previously President of Coastal Partners, Inc., a strategy consulting company (2001-2005),
Senior Vice President, Customer Service of Tennessee Valley Authority (2002-2004), and President of
,
Duquesne LightCompany (1999-2001)..
(M)Mr. Riggins was previously General Counsel of Great Plains Energy (2000-2005).
(n) Ms. Wright served as Assistant Controller of KCP&L from 2001 until named Controller in 2002 and was
Director of Accounting and Reporting of American Electric Power Company, Inc. (2000-2001).
(a) Mr. DeStefano retired December 31, 2005.
(P) Ms. Cheatum was previously Interim Vice President, Human Resources (2004-2005) and Director, Human
Resources (2001-2004) of KCP&L, and Regional Human Resources Director (1999-2001) of McLane
Distribution, a division ofWal-Mart..
(q) Mr. Crawford was previously Plant Manager (1994-2005) of KCP&L's LaCygne Generating Station'.
(r) Mr. Herdegen was Chief Operating Officier of Laramore, Douglass 'and Popham, an engineering consulting
company, (2001) and VicePresident and Director of Utilities Practice of System Development Integration, a
consulting company, (1999-2001).
(s) Mr. Rolison was previously Supervisor-Engineering (2000-2005).
Available Information
Great Plains Energy's website is www.gr.atplainsenergy.com and KCP&L's website is www.kcpl.com.
Information contained on the companies' websites is not incorporated herein. Both companies make
available, free of charge, on or through their websites, their annual reports on Form 10-K, quarterly
reports on Form 10-Q, current reports on Form 8-K and amendments to those reports filed or fumished
practicable
pursuant to Section 13(a) or 15(d)-of the Securities Exchange Act as soon as reasonably
it to, the SEC. In addition, the I
furnish
or
with,
material
Such
file
electronically
companies
the
after
companies make available on or through their websites all other reports, notificationsand certifications
filed electronically with theSEC.,
ITEM 1A. RISK FACTORS
Actual results in future periods for Great Plains Energy and consolidated KCP&L could differ materially,
from historical results and the forward-looking statements contained in this report. Factors that might
cause or contribute to such differences include, but are not limited to, those discussed below. The
companies' business is influenced by-many factors that are difficult to predict, involve uncertainties that
may materially affect actual results, and are often beyond the companies',control. Additional risks and
uncertainties not presently known or that the companies' management currently believes to be
immaterial may also adversely affect the 'companies. 'The risk factors described below, as well as the
other information included in this Annual Report and in the other documents filed with the SEC, should
be carefully considered before making an, investment in the Company's securities. Risk factors of
consolidated KCP&L are also. risk factors for Great Plains Energy.,
.
The Company has Regulatory Risks
regulation, as described below. Failure to
state
and
federal
extensive
to
is
subject
Company
The
manner, adoption of new regulations by
timely
obtain adequate rates or regulatory approvals, in a
federal or state agencies, or changes toý current regulations and interpretations of such regulations -may
materially affect the Company's business and its results of operations and financial position. -The,
Energy Policy Act of 2005 repealed the Public Utility Holding Company Act of 1935, as amended, and
provided certain utility customer protection authority to FERC and the states. The Energy Policy Act of
2005, among other things,.also requires FERC to perform a study of competition in wholesale and retail
electricity markets and authorizes the creation of an.Electric Reliability Organization (ERO) to establish
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and enforce mandatory reliability standards subject to FERC oversight. The final rule for ERO
development and processes for insuring reliable grid operations was issued in February 2006.
Management has not yet determined the impact of this final rule. FERC is in the process of
establishing rules implementing the Energy Policy Act of 2005, andcondition
there is the
riskCompany.
that the rules may
of'the

adversely affect operations, the results of operations and financial

KCP&L is regulated by the MPSC and KCC with respect to retail rates, certain accounting matters,
standards of service and, in certain cases, the issuance of securities and certification of facilities and
service territories. Failure to obtain adequate and timely rate relief may adversely affect KCP&L's "
results of operations and financial condition. KCP&L is also subject to regulation by FERC with respect
to the issuance of short-term debt, wholesale electricity sales and transmission matters and the NRC as
to nuclear operations.
Strategic Energy is a participant in the wholesale electricity and transmission markets, and is subject to
FERC regulation with respect to wholesale electricity sales and transmission matters. 'Additionally,
Strategic Energy is subject to regulation by state regulatory agencies in states where it has retail
customers. Each state has a public utilitY commission and rules related to retailchoice. Each State's
rules are distinct and may conflict. These rules do not restrict the amount Strategic Energy can charge
for its services, but can have an impact on Strategic Energy's ability to provide retail electricity services
in each state. Additionally, each state regulates the rates of the host public utility, and the timing and
amount of changes in host public utility rates can materially affect Strategic Energy's results of
operations and financial position.
The Company has Financial Market and Ratings Risks
The Company relies on access to both short-term money markets and longer-term capital markets as a
significant source of liquidity for capital requirements not satisfied by cash flows from operations..
KCP&L's capital requirements are expected to increase substantially over the next several years as it
implements the generation and environmental projects in its comprehensive energy plan. The
Company's management believes that it will maintain sufficient access to these financial markets at a
reasonable cost based upon current credit ratings and market conditions. However, changes in market
conditions or credit ratings could adversely affect its ability to access financial markets ata reasonable
cost, impact the rate treatment provided KCP&L, or both, and therefore materially affect its results of
operations and financial position.
Great Plains-Energy, KCP&L and certain of their securities are rated by Moody's Investors Service and
Standard & Poor's. These ratings impact the Company's cost of funds and Great Plains Energy's
ability to provide credit support for its subsidiaries.
The Company's Financial Statements Reflect the Application of Critical Accounting Policies
The application of the Company's critical accounting policies reflects complex judgments and
estimates. These policies include industry-specific accounting applicable to regulated public utilities,,
accounting for pensions, long-lived and intangible assets, goodwill and derivative instruments. Theadoption of new Generally Accepted Accounting Principles (GAAP) or changes to current accounting
policies or interpretations of such policies may materially affect the Company's results of operations
and financial position.
The Company is Subject to Environmental Laws and the Incurrence of Environmental Liabilities
The Company is subject to regulation by federal, state and local authorities with regard -to air and other:
environmental matters primarily through KCP&L's operations. The generation, transmission and
distribution of electricity produces and requires disposal of certain hazardous products, which are
subject to these laws and regulations. In addition to imposing continuing compliance obligations, these
laws and regulations authorize the imposition of substantial penalties for noncompliance, including
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fines, injunctive relief and other sanctions.- KCP&L regularly conducts environmental audits designed to
ensure compliance with governmental regulations and to detect contamination. Failure to comply with
these laws and regulations could have a material adverse effect on Great Plains Energy and
" -consolidated KCP&L results of operations and financial position..
.

New environmental laws and regulations'affecting KCP&L's operations may be adopted, and new,.( •
interpretations of existing laws and regulations could be adopted or become applicable to KCP&L or itsfacilities, which may substantially increaseits environmental expenditures in the future; New facilities,.
or modifications of existing facilities, may require new environmental permits or amendments to existing
permits. Delays in the environmental permitting process, denials of permit applications or conditions
imposed in permits may materially affect the cost and timing of the generation and environmental!"
retrofit projects included in the comprehensive energy plan, among other projects, and thus materially
affect KCP&L's results of operations and financial position.- In addition, KCP&L may not be.able to
recover all of its costs for environmental expenditures through rates in the future. Under current law,
KCP&L is also generally responsible for any.on-site liabilities associated with the environmental condition of its facilities that it has previously owned or operated, regardless of whether the liabilities
arose before, during or afterthe time it owned or operated the facilities. The incurrence of material.environmental costs or liabilities, without related rate recovery, could have a material adverse effect on.
KCP&L's results of operations and financial position. See Note'.13 to the consolidated financial:
.. ,.
statements for additional information regarding environmental matters. - .
'-,

Great Plains Energy's Ability to Pay Dividends and Meet Financial Obligations Depends on its
Subsidiaries

.

.

*.

,

-

Great Plains Energyis a holding company with no significant operations of its own. The primary source
of funds for payment of dividends to its shareholders and itsfinancial obligations is dividends paid to it
by its subsidiaries, particularly KCP&L. The ability of Great Plains Energy's subsidiaries to pay
dividends or make other distributions, and, accordingly, Great Plains Energy's ability to pay dividends
on its common stock and meet its financial obligations, will depend on the actual and projected-.earnings and cash flow, capital requirements and generalfinancial position of its subsidiaries, as well - ,.
as on regulatory factors, financial covenants, general business conditions and other.matters..
KCP&L and Strategic Energy are Affected by Demand, Seasonality and Weather:The results of operations of KCP&L and Strategic Energy can be materially affected by changes in-.
weather and customer demand. KCP&L and Strategic Energy estimate customer demand based on
historical trends, to procure fuel and purchased power. Differences-in custorrier usage from these.,.
estimates due to weather orotherfactors could materially affect KCP&L's and Strategic Energy's .
results of operations.
Weather conditions directly influence the demand for electricity and natural gas and affect the price of.energy commodities. KCP&L is significantly impacted by seasonality with approximately one-third of its
retail revenues recorded in the third quarter. Strategic Energy is impacted by seasonality, but to a
much lesser extent. In additionh, severe weather, including butnot limited to tornados, snow, rain and
ice storms can be destructive causing outages and property damage that can potentially result in.,
additional expenses and lower revenues. KCP&L's latan and Hawthorn stations use water from the
Missouri River for cooling purposes. Low water and flow levels, which have been experienced in recent
years, can increase KCP&L's maintenance costs at these stations and, if these levels get low enough,
could cause KCP&L to modify plant operations.

-

,.

'

KCP&L and Strategic Energy have Commodity Price Risks.. " ,

.'.

,

....

.

,'

KCP&L and Strategic Energy engage in the wholesale and retail marketing of electricity and, .'
accordingly, are exposed to risks associated with the price of electricity. Strategic Energy routinely-.,-
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enters into contracts to purchase and sell electricity in the normal course of business. KCP&L
generates; purchases and sells electricity in the retail and wholesale markets.
FossilFuel and TransportationPrices Impact KCP&L's Costs,
Less than 1% of KCP&L's rates contain an automatic fuel adjustment clause, exposing KCP&L to risk
from changesin the market prices of coal and natural gas used to generate power and in the cost of
coal and natural gas transportation. Changes in KCP&L's fuel mix due to electricity demand, plant
availability, transportation issues, fuel prices and other factors can also adversely affect KCP&L's fuel

costs.
KCP&L does -not hedge-its entire exposure from fossil fuel and transportation price volatility. As a
consequence, its results of operations and financial position may be materially impacted by changes in"
these prices, until increased costs are recovered in rates.
Wholesale ElectricityPricesAffect Costs and Revenues
KCP&L's ability to maintain or increase its level of wholesale sales depends on the wholesale market
price, transmission availability and the availability of KCP&L's generation for wholesale sales, among
other factors. A'substantial portion of KCP&L's wholesale sales are made in the spot market, and thusKCP&L has immediate exposure to wholesale price changes.: Declines in wholesale market price or
availability of generation or transmission constraints in the wholesale markets, could reduce KCP&L'swholesale sales and adversely affect KCP&L's results of operations and financial position.
KCP&L is also exposed to risk because at times it purchases power to meet its customers' needs. The
cost ofthese purchases may be affected by the timing of customer demand and/or unavailability of
increase
KCP&L's lower-priced generating units. Wholesale power prices can be volatile and generally
in times of high regional demand and high natural gas prices.
Strategic Energy operates in competitive retail electricity markets' competing against the host utilities
and other retail suppliers. Wholesale electricity costs, Which account for a significant portion-of its
operating expenses,*can materially affect'Strategic Energy's ability to attract-and retain retail electricity
customers at profitable prices. There is also a regulatory lag that slows the adjustment of host public
utility rates in response to changes in wholesale prices. This lag can 'negatively affect Strategic
Energy's ability to compete in a rising wholesale price environment. Strategic Energy manages,
wholesale electricity risk by establishing risk limits and entering into contracts to offset some of its
positions to balance energy supply and demand; however, Strategic Energy does not hedge its entire
exposure to electricity price volatility. As a consequence, its results of operations and -financial position
may be materially impacted by changes in the wholesale price of electricity.
KCP&L has Operations Risks
The operation of KCP&L's electric generation, transmission and distribution systems involves many
risks, including breakdown or failure of equipment or processes; operating limitations that may be'
imposed by equipment conditions, environmental or other regulatory requirements; fuel supply or fuel
transportation reductions or interruptions; transmission scheduling; and catastrophic events such as
fires, explosions, severe weather or other similar occurrences.
These and other operating events may'reduce KCP&L's revenues or increase its costs, or both, and,
may materially affect KCP&L's results of operations and financial position.
KCP&L has Construction-Related Risks
KCP&L's comprehensive energy plan includes the construction of an estimated 850 MW coal-fired"
generating plant, 100.5 MW of wind generation and environmental retrofits at two existing coal-fired
units. KCP&L has not recently managed a construction program of this magnitude. There are risks
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that actual costs may-exceed budget -estimates, delays may occurlin obtaining permits and materials,
suppliers and contractors may not perform as required under their contracts,ý and events beyond, - :
KCP&L's control may occur that may materially affect the schedule, budget and performance of these
projects. These risks may increase the 'costs of these construction projects,, require KCP&L to
purchase additional electricity to supply its retail customers until the projects are completed, or both,
and'may materially affect KCP&L's results of operations and financial position.
KCP&Lhas Retirement-Related Risks
Through 2010,1 approximately 30% of KCP&L's current employees will be eligible to retire with full
pension benefits. Failure to hire and adequately train replacement employees, including the transfer of•
significant internal historical knowledge and expertise to the new employees, may adversely affect
KCP&L's ability to manage and operate its business.
Substantially all of KCP&L's employees participate in defined benefit and postretirement plans. If
KCP&L employees retire when they become eligible for retirement through 2010, or if KCP&L's plans
experience adverse market returns on its investments, or if interest rates materially fall, KCP&L's
pension expense and contributions to the plans could rise substantially over historical levels.: The
timing and number of employees retiring and selecting the lump sum payment option could result in
pension settlement charges that could materially affect KCP&L'S results of operations. In addition,
assumptions related to future costs, returns on investments, interest rates and other actuarial assumptions, including projected retirements, have a significant impact onKCP&L's results of
operations and financial position. Proposed legislation pending in Congress on pension reform could
result in increased pension funding requirements. The Financial Accounting Standards Board (FASB)
has a project to reconsider the accounting for pensions and other poSt-retirement benefits. This project
may result in accelerated expense, liability recognition and contributions.
KCP&L has Nuclear Exposure
KCP&L owns 47% (548 MW) of Wolf Creek. The NRC has broad authority under federal law to impose
licensing and safety-related requirements for the operation of nuclear generation facilities, including
Wolf Creek. In the event of non-compliance, the NRC has the authority to impose fines, shut down the
facilities, or both, depending upon its assessment of the severity of the situation, until compliance is
achieved. Any revised safety requirements promulgated by the NRC could result in substantial capital
expenditures at Wolf Creek.
Wolf Creek has the lowest fuel cost per MWh of any of KCP&L's generating units. Although not
expected, an extended outage of Wolf Creek, whether resulting from NRC action, an incident at the
plant or otherwise, could have a substantial adverse effect on KCP&L's results of operations and
financial position in the event KCP&L incurs higher replacement power and other costs that are not
recovered through rates. If a long-term outage occurred, the state regulatory commissions could
reduce rates by excluding the Wolf Creek investment from rate base.
Ownership and operation of a nuclear generating unit exposes KCP&L to risks regarding
decommissioning costs at the end of the unit's life. KCP&L contributes annually to a tax-qualified trust
fund to be used to decommission Wolf Creek. The funding level assumes a projected level of return on
trust assets. Ifthe actual return on trust assets is below the anticipated level, KCP&L could be
responsible for the balance of funds required. If returns are lower than the expected level,
management believes a rate increase would be allowed ensuring full recovery of decommissioning
costs over the remaining life of the unit.
KCP&L is also exposed to other risks associated with the ownership and operation of a nuclear
generating unit, including but not limited to potential liability associated with the potential harmful effects
on the environment and human health resulting from the operation of a nuclear generating unit and the
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storage, handling and disposal of radioactive materials, and to potential retrospective assessments and
losses in excess of insurance coverage.
Strategic Energy Operates in Competitive Retail Electricity.Markets
Strategic Energy has several competitors that operate in most or all of the same states in which it
serves customers. Some of these competitors also operate in states other than where Strategic .Energy
has operations. It also faces competition in certain markets from regional suppliers'and deregulated
utility affiliates formed by holding companies affiliated with regulated utilities to provide retail load .in
their home market territories. Strategic Energy's competitors vary in size from small companies to large
corporations, some of which have significantly greater financial, marketing and procurement resources;
than Strategic Energy. Additionally, Strategic Energy, as well as its other competitors, must compete
with the host utility in order to convince customers to switch from the host utility. Strategic Energy's,
results of operations and financial position are impacted by the success Strategic Energy has in
attracting and retaining customers in these markets.:
Strategic Energy has Wholesale Electricity Supplier Credit Risk
Strategic Energy has credit risk exposure in the form of the loss that it could incur if a counterparty failed to perform under its contractual obligations. Strategic Energy enters into forward contracts with.
multiple suppliers. -Inthe event of supplier non-delivery or default, Strategic Energy's results of
operations could be affected to the extent the cost of replacement power exceeded the combination of
the contracted price with the supplier and the amount of collateral held by Strategic Energy to mitigate.
its credit risk with the supplier. Strategic Energy's results of operations could also be affected, in. a ý
given period, if it were required to make a payment upon termination of a supplier contract to the extent
the contracted price with the supplier exceeded the market value of the contract at the time of
termination.
ITEM lB. UNRESOLVED STAFF COMMENTS
None.
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ITEM 2. PROPERTIES
KCP&L Generation Resources

Base Load

unit
Wolf Creek
latan No.

Peak Load

Year
Completed
1985
1980

.

LaCygne No. 2
LaCygne No. 1
Hawthorn No. 5 (c)
Montrose No. 3
Montrose No. 2
Montrose No. 1
West Gardner Nos. 1, 2, 3 and 4 (e)
Osawatomie (e)
Hawthorn No. 9 (d)
Hawthom-N0N. 8(e)
Hawthorn No. 7 (e),
Hawthorn No. 6 (e)
Northeast Nos. 17 and 18(0)
Northeast Nos. 15 and 16(e)
Northeast Nos. 13 and 14 (e)
Northeast Nos. 11 and 12(e)
Northeast Black Start-Unit

1977
1973,
1969
1964
1960
1958
2003
2003
2000
2000
2000
1997
1977
1975
1976
1972
1985

Estimated 2006
MW Capacity
548 (a)
456 (a)(b)

341 (a)
370 (a)
563
176
164
170
308
77
130
77
77
136
117
116
114
111
2
4,053

Primary
Fuel
Nuclear
Coal

Coal
Coal
Coal
Coal
Coal
Coal
Natural
Natural
Natural
Natural
Natural
Natural
Oil
Oil
Oil
Oil
Oil

Gas
Gas
Gas
Gas
Gas
Gas

Total
(a) KCP&L's share of a jointly owned unit.
(b) The latan No. 2 air permit limits kCP&L's accredited capacity of latan No. I to 456 MWs from 469 MWs
until the air quality control equipment ,included in the comprehensive energy plan is operational.
(c) The Hawthorn Generating Station-returned to commercial operation in 2001 with a new boiler, air quality
control equipment and an uprated turbine following a 1999 explosion.
(d) Heat Recovery Steam Generator portion of combined cycle.
(e)

Combustion turbines.

KCP&L owns the Hawthorn Station (Jackson County, Missouri), Montrose Station (Henry County,,
Missouri), Northeast Station (Jackson County, Missouri), ,West Gardner Station (Johnson County
Kansas) and Osawatomie Station (Miami County, Kansas). KCP&L also owns 50% of the 740 MW
LaCygne No. 1 and 682 MW LaCygne No. 2 (Linn County, Kansas), 70% of the 651 MW latan No. 1
(Platte County, Missouri) and 47% of the 1,166 MW Wolf Creek Unit (Coffey .County, Kansas). See
Note 5 to the consolidated financial statements for information regarding KCP&L's comprehensive
energy plan and the proposed addition of new capacity.
KCP&L Transmission and Distribution Resources
-

KCP&L'S electric transmission system interconnects with systems of other utilities for reliability and to
permit wholesale transactions with other electricity suppliers. KCP&L owns over 1,700 miles of
transmission lines, approximatelyg9,000 miles of overhead distribution lines and over 3,700 miles of,
underground distribution lines in Missouri and Kansas.* KCP&L has all the franchises necessary to sell
electricity within the territories from which substantially all of its gross operating revenue is derived.
KCP&L's transmission and distribution systems are continuously monitored for adequacy to meet
customer needs. Management believes the current systems are adequate to serve its customers.
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KCP&L General
KCP&L's principal plants and properties, insofar as they constitute real estate, are owned in fee simple.
Certain other facilities are located on premises held under leases, permits or easements. KCP&L'
electric transmission and distribution systems are for the most part located over or under highways,"
streets, other public places or property owned by others for which permits, grants, easements or
licenses (deemed satisfactory but without examination of underlying land titles) have been obtained.
Substantially all of the fixed property and franchises of KCP&L, which consists principally of electric
generating stations, electric transmission and :distribution lines and systems, and buildings subject to
exceptions and reservations, are subject to a General Mortgage Indenture and Deed of Trust dated as
of December 1 ,A1986. General mortgage bonds totaling $159.3 million were outstanding at
December 31,2005.
ITEM 3. LEGAL PROCEEDINGS
Weinstein v. KLT Telecom

Richard DO'Weinstein (Weinstein) filed suit against KLT Telecom Inc. (KLT Telecom) in September
2003 in the"St. Louis County, Missouri Circuit Court. KLT Telecom acquired a controlling interest in DTI
Holdings; Ind. (Holdings) in February 2001 through the purchase of approximately two-thirds of the
Holdings stock held by Weinstein. In connection with that purchase, KLT Telecom entered into a put
optionin favor of Weinstein, which granted Weinstein an option to sell to KLT Telecom his remaining
shares of Holdings stock. The put option provided for an aggregate exercise price for the remaining
shares equal to their fair market value with an aggregate floor amount of $15 million and was
exercisable between September 1, 2003, and August 31, 2005.: In June 2003, the stock of Holdings
was cancelled and extinguished pursuant to the joint Chapter 11 plan confirmed by the Bankruptcy
Court. In September 2003, Weinstein delivered a notice ofexercise of his claimed rights under the put
option. KLT Telecom rejected the notice of exercise. KLT Telecom denied that Weinstein has any
remainingrights or claims pursuant to the put option and denied any obligation to pay Weinstein any
amount under the put option. Subsequent to KLT Telecom's rejection of his notice of exercise,
Weinstein filed suit alleging breach of contract. Weinstein sought damages of at least $15 million, plus
statutory interest. In April 2005, summary judgment was granted in favor of KLT Telecom, and
Weinstein has appealed this judgment to the Missouri Court of Appeals for the Eastern'District. The
$15 million' reserve has not been reversed pending the outcome of the appeal process, which'
management expects will conclude in early 2006.
Hawthorn No. 5 Litigation
KCP&L filed suit on April 3, 2001, in Jackson County, Missouri Circuit Court against multiple defendants
who are alleged to have responsibility for the 1999 boiler explosion at KCP&L's Hawthorn No. 5
generating unit, which'was subsequently reconstructed and returned to service. KCP&L and Nationalf
Union Fire Insurance Company of Pittsburgh, Pennsylvania (National Union) entered into a subrogation
allocation agreement under which recoveries in this suit are generally allocated 55% to- National Union:
and 45% to KCP&L. Certain defendants have been ,dismissed from the suit and variou's defendants
settled, with KCP&L receiving a total of $38.2 million under the terms of the subrogation allocation,
agreement. Trial of this case with the one remaining defendant resulted in a March 2004 jury verdict
finding KCP&L's damages as a result of the explosion were $452 million. After deduction of amounts
received from pre-trial settlements with other defendants and an amount for KCP&Ls comparative fault
(as determined by the jury), the verdict would have resulted in an award against the defendant of
approximately $97.6 million (of which KCP&L would have received $33 million pursuant to the
subrogation allocation agreement after payment of attorney's fees); In response to post-trial pleadings
filed by the defendant, in May 2004, the trial judge reduced the award against the defendant to $0.2 '
million. Both KCP&L and the defendant have appealed this case toI the Court of Appeals for the
:
Western District of Missouri. Oral arguments are expected in the first quarter of 2006.'!
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KCP&L Stipulations and Agreements
On 'March 28, 2005, and April 27, 2005, KCP&L filed Stipulations and Agreements with the MPSC and
KCC, respectively, containing a regulatory plan and other provisions. The Stipulations and Agreements
are discussed in Note 5 to the consolidated financial statements, which is incorporated herein by
reference. Parties to the MPSC Stipulation and Agreement are KCP&L, the Staff of the MPSC, the City
of Kansas City, Missouri, Office of Public Counsel, Praxair, Inc., Missouri Industrial Energy Consumers,
Ford Motor Company, Aquila, Inc., The Empire DistrictElectric Company, Missouri Joint Municipal
Electric Utility Commission and the Missouri Departmert of Natural Resources. Parties to the KCC
Stipulation and Agreement are KCP&L, the Staff of the KCC;Sprint Nextel Corporation and the Kansas
Hospital Association.
The MPSC issued its Report and Order, approving the Stipulation and Agreement, on July 28, 2005,
and the KCC issued its Order Approving Stipulation and Agreement on August 5, 2005. On
September 22, 2005, the Sierra Club-and Concerned Citizens of Platte County, two nonprofit
corporations, filed a petition for review in the Circuit Court of Cole County, Missouri, seeking to review
and set a6ide the MSPC Report and Order. On October 21, 2005, the Sierra Club filed a petition for
review in the District Court of Shawnee County,, Kansas, seeking to set aside or remand the KCC order.
Although subject to the appeal, the MPSC and KCC orders remain in effect pending the court's
decisi6n. The appeals are expected to be decided by thecourts in,2006.
KCP&L Rate Cases
On February 1, 2006, KCP&L filed retail rate cases with the MPSC and KCC, requesting annual rate
increases effective January 1, 2007, of approximately $55.8 million (11.5%) and $42.3 million (10.5%),
respectively, over current levels. Hearings on these cases are expected to begin in September 2006
and the decisions of the MPSC and KCC are expected in December 2006.
Kansas City Power & Light Company v. Union Pacific Railroad Company
On October 12, 2005, KCP&L filed a rate complaint case with the Surface Transportation Board (STB)
charging that Union Pacific Railroad Company's (Union Pacific) rates for transporting coal from the
PRB in Wyoming to KCP&L's Montrose Station are unreasonably high. Prior to the end of 2005, the
rates were established under a contract with Union Pacific., Efforts to extend the term of the contract
were unsuccessful and Union Pacific is the only service for-coal transportation from the PRB to
Montrose Station. KCP&L charged that Union Pacific possesses market dominance over the traffic and
requested the STB prescribe maximum reasonable rates. Management anticipates filing opening
evidence by mid-year 2006 and the STB issuing its decision toward the end of 2007. Until the STB
case is finalized, KCP&L is paying tariff rates subject to refund.
Tech Met, Inc., et al. v. Strategic Energy
On November 21, 2005, a class action complaint for breach of contract was filed against Strategic
Energy in the Court of Common Pleas of Allegheny County, Pennsylvania. The five named plaintiffs
purportedly represent the interests of customers in Pennsylvania who entered into Power Supply
Coordination Service Agreements (Agreement) for electricity service. The complaint seeks monetary
damages, attorney fees and costs and a declaration that the customers may terminate their Agreement
with Strategic Energy. Strategic Energy has filed preliminary objections asking the court to order
plaintiffs to file an amended complaint that conforms to applicable court rules.
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
During the fourth quarter of 2005, no matter was submitted to a vote of security holders through the
solicitation of proxies or otherwise for either Great Plains Energy or KCP&L.
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PART II

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY,-RELATED STOCKHOLDER MATTERS
AND ISSUER PURCHASES OF EQUITY SECURITIES
GREAT PLAINS ENERGY,
Great Plains Energy common stock is listed on the New York Stock Exchange under the symbol GXP.
At February 28, 2006, G reat Plains Energy's common stock was held by 14,186 shareholders of record.
Information relating to market prices and cash dividends on Great Plains Energy's common stock is set
forth in the following table.

Quarter
First

Second,
Third
Fourth

Common Stock Price Range2005
2004
High'
Low
High
Low
$ 31.61
32.25
32.63
30.23

$ 29.56

$ 35.29

$ 31.66

29.77
29.82
27.27

34.36
31.71
30.71

29.23
28.62
28.17

Common Stock
Dividends Declared-'
2006
2005
2004
$ 0.415.(a)
$'0.415
$ 0.415
0.415
0.415
0.415
0.415
0.415
0.415-

(a)Declared February 7, 2006.

Regulatory Restrictions
Under stipulations with theMPSC and KCC, Great Plains Energy has committed to maintain consolidated common equity of not less than 30%.
Dividend Restrictions
Great Plains Energy's Articles of Incorporation contain certain restrictions on the payment of dividends
on Great Plains Energy's common stock in the event common equity falls to 25% of total capitalization.
If preferred stock dividends are not declared and paid when scheduled, Great Plains Energy could not
declare or pay common stock dividends or purchase any common shares. If the unpaid preferred stock
dividends equal four or more full quarterly dividends, the preferred shareholders, Voting as a single
class, could elect members to the Board of Directors.
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Equity Compensation Plan
The Company's Long-Term Incentive Plan is an equity compensation plan approved by its
shareholders. The Long-Term Incentive Plan permits the grant of restricted stock, stock options, limited
stock appreciation rights and performance shares to officers and other employees of the Company and
its subsidiaries. The following table provides information, as of December 31, 2005, regarding the
number of common shares to be issued upon exercise of outstanding options, warrants and rights, their
weighted average exercise price; and the number of shares of common stock remaining available for
future issuance under the Long-Term Incentive Plan. The table excludes shares issued or issuable
under Great Plains Energy's defined contribution savings plans.

Number of securities to Weighted-average
be issued upon exercise exercise price of
of outstanding options, outstanding options,
warrants and rights
warrants and rights
(a)
(b)

Number of securities
remaining available
for future issuance
under equity
compensation plans
(excluding securities
reflected in column (a))
(c)

Plan Category
Equity compensation plans,
approved by security holders
284,216 (
$ 25.56 (2)
2,014,496
Equity compensation plans not
approved by security holders.
Total
,:
284,216
$ 25.56
2,014,496
(1) Includes 172,761 performance shares at target performance levels and options for 111,455 shares of Great Plains
Energy common stock outstanding at December 31, 2005.
(2) The 172,761 performance shares have no exercise price and therefore are not reflected in the weighted average
exercise price.

Purchases of Equity Securities
The following table provides information regarding purchases by the Company of its equity securities
during the fourth quarter of 2005.
Issuer Purchases of Equity Securities

'Total
Number of
Shares..
.(or Units)
Purchased

Month
October1

311

5,862 -1)

Total Number of
Shares (or Units),
Purchased as
Part of Publicly
, Announced
Plans or
Programs

Average
Price Paid
-per Share
(or Unit)
$30.12

,

Maximum Number
(or Approximate
Dollar Value) of
Shares (or Units)
that May Yet Be
Purchased Under
the Plans or
Programs
N/A

November 1 -30
1,390 (
28.54
N/A'
'December'1 - 31
N/A
Total
7,252
$29.82
N/A,
(1)
Represents shares of common stock surrendered to the Company by certain officers to pay taxes
related to the vesting of restricted common stock.
-
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KCP&L
KCP&L is a wholly owned subsidiary of Great Plains Energy, which holds the one share of issued and
outstanding KCP&L common stock.
Regulatory-Restrictions
Under the Federal Power Act, KCP&L can pay dividends only out of retained or current earnings.
Under stipulations with the MPSC and KCC, KCP&L has committed to maintain consolidated common,,
equity of not less-than 35%.,
Equity Compensation Plan
KCP&L does not have an equity compensation plan; however, KCP&L officers participate in Great Plains Energy's Long-Term Incentive Plan.
ITEM 6.ý SELECTED FINANCIAL DATA
Year Ended December 31
Great Plains Energy (a)
Oie4ating revenues
Income (loss) from continuing operations (b)
Net income (loss) .
Basic and diluted earnings (loss) per common
share from continuing operations
Basic and diluted eamings (loss) per
common share
Total assets at year end
Total redeemable preferred stock, mandatorily
redeemable preferred securities and longterm debt (including current maturities)
Cash dividends per common share
SEC ratio of earnings to fixed charges

2005
$ 2,605
$ 164
$ 162
$

2.18

2004
2003
2002
(dollars in millions except per share amounts)
$ 2,464
$ 2,148
$ 1,802.
$
174
$
190
$
137
$ . 181
$
145
$ 126
$

2.39

$

2.72-

$

2.16

2001
$ 1,399
$
(28)
$
(24)
$ (0.49)

$ 2.15
$ 3,834

$ -2.49
$ 3,799,

$ 2.07
$ 3,682

$ 1.99_
$ 3,517

$ (0.42)
$ 3,464

$ 1,143
$ 1.66
3.61

$ 1,296
$ 1.66
3.51

$ 1,347
$ 1.66
4.23

$ 1,332
$ 1.66
2.99

$ 1,342
$ 1.66
(c)

Consolidated KCP&L (a)
Operating revenues
$ 1,131
$ 1,092
$ 1,057
$ 1,013
$ 1,287
Income from continuing operations(d)
$
144ýý
$ 143
;'$ ' 126.
$ " 103
1$ 116
Netincome
.
$
1414
$
143 $
117
$
96
$
120
Total assets at year end
$ 3,339
$ 3,337
$ 3,303
$ 3,139
$ 3,146
Total redeemable preferred stock, mandatorily
redeemable preferred securities and long:
term debt (including Current maturities)
$ 976
$ 1,126
$ 1,336
$ 1,313
$ 1,311
SEC ratio of earnings to-fixed charges
I. 3.87
. 3.34
3.69
2.88
2.07
(a) Great Plains Energy's consolidated financial statements include results for all subsidiaries in operation for the periods
presented. KCP&L's consolidated financial statements include its wholly owned subsidiary HSS. Inaddition, KCP&L's
consolidated results of operations include KLT Inc. and GPP for all periods prior to the October 1, 2001, formation of
Great Plains Energy. -.
(b) This amount is before discontinued operations of $(1.9), $7.3, $(44.8), $(7.5) and $4.3 million in 2005 through 2001,
respectively. In 2002, this amount is before a $3.0 million cumulative effect of a change in accounting principle.
(c) An $87.1 million deficiency in earnings caused the ratio of earnings to fixed charges to be less than a one-to-one
coverage. A $195.8 million net write-off before income taxes related to the bankruptcy filing of DTI was recorde' in 2001.
(d) This amount is before discontinued operations of $(8.7), $(4.0)land $3.6 million, in 2003 through 2001, respectively. In
2002, this amount is before a $3.0 million cumulative effect of a change in accounting principle.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS.OF OPERATIONS
The MD&A that follows is a combined presentation for Great Plains Energy and consolidated KCP&L,
both registrants under this filing. The discussion and analysis by management focuses on those factors
that had a material effect on the financial condition and results of operations of the registrants during
the periods presented., It should be read in conjunction with the accompanying consolidated financial
statements and related notes. See Item 1A. Risk Factors for further discussion of the companies' risk
factors.
Great Plains Energy is a public utilityholding company and does not,own or operate any significant
assets other than the stock of its subsidiaries. Great Plains Energy's direct subsidiaries with operations
or active subsidiaries are KCP&L, KLT Inc., IEC and Services. As a diversified energy company, Great
Plains Energy's reportable business segments include KCP&L and Strategic Energy.
EXECUTING ON STRATEGIC INTENT
During 2005, the Company initiated several important steps in executing on its Strategic Intent.
KCP&L's Comprehensive Energy Plan
KCP&L continues to make progress in implementing its comprehensive energy plan and received
orders from the MPSC andKCC in2005. The orders were on agreements reached among KCP&L, the
Commissions' staffs and certain key parties in the respective jurisdictions. The, Sierra Club and
Concerned Citizens of Platte County' have appealed the MPSC order, and the Sierra Club has
appealed the KCC order. These appeals are expected to be decided in 2006. Although subject to
these appeals, the MPSC and KCC orders remain in effect pending the applicable court's decision.
In February 2006, KCP&L filed requests with the MPSC and KCC for annual rate increases of $55.8
million or 11.5% and $42.3 million or 10.5%, respectively., latan- No. 2 detailed project engineering and
design has begun and plant construction is expected to start in 2006. KCP&L has selected a developer
and contractor for the construction of a 100.5 MW wind project in Kansas and manragement expects the
project to be completed in time for inclusion in rates in 2007. See Note 5 to the consolidated financial
statements for more information on the comprehensive energy plan.
Strategic Energy's Business Plan
Strategic Energy is addressing the rising electricity price environment by focusing on four key areas.
* Positioning:- Strategic Energy is focused on retail choice markets where host utility electricity
prices adjust quickly to changes in the wholesale markets and a consultative sales approach to
provide value to customers.,.
* Procurement - Strategic Energy is focused on strategies to gain price improvement through
load aggregation to increase the volume purchased from certain suppliers. Strategic Energy
has continued to invest in talent to improve procurement practices as well as identify and take
advantage of opportunities to manage retail portfolio load requirements.
* Products -Strategic Energy is focused on designing and marketing products to address
customers' needs in a high price environment. In 2005,-over half of Strategic Energy's new
sales were attributable to the introduction of new products or product extensions into new
customer classes. In 2006, management expects to introduce additional new and innovative
products and services in each of Strategic Energy's customer classes. The introduction of.
these products and services willstrive to meet customers' eXpectations in challenging and
dynamic retail choice markets.
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*

Productivity - New systems are in the process of being implemented and are anticipated to
improve operational scalability. Focusing on dynamic markets also enhances productivity by
enabling Strategic Energy to maximize general and administrative resources.

KCP&L, BUSINESSOVERVIEW
KCP&L is an integrated, regulated electric utility that engages in the generation, transmission,
distribution and -sale of electricity. KCP&L has over 4,000 MWs of generating capacity and has
transmission and distribution facilities that provide electricity to approximately 500,000 customers in the
states of Missouri and Kansas. KCP&L has continued to experience modest load growth. Load growth
consists of higher usage per customer and the addition of new customers. Retail electricity rates are
below the national average.
KCP&L's residential customers' usage patterns are significantly affected by weather. Bulk power sales,
the major component of wholesale sales, vary with system requirements, generating unit and
purchased power availability, fuel costs and requirements of other electric systems. Less than 1% of
revenues include an automatic fuel adjustment provision. KCP&L's coal base load equivalent
availability factor decreased to 82% in 2005 from 84% in 2004, reflecting scheduled and forced plant
outages. The 176 MW Montrose No. 3 generator step-up transformer (GSU) failed in late May 2005.
KCP&L leased a spare GSU until the failed GSU was repaired and installed during the fourth quarter of,
2005. In August 2005, Hawthorn No. 5's GSU failed, which resulted in a 32-day outage. A spare GSU
was installed in September; however, the size of the spare GSU limits the output of the unit to net 500
MW. The 65-MW decrease in Hawthorn No. 5 capability will continue until a new transformer is
installed, currently expected in June 2006. The outage to install the repaired GSU is' expected to be
completed in 14 days.
KCP&L's nuclear unit, Wolf Creek, accounts for approximately 20% of its base load capacity and over a
three-year period averaged over 20% of KCP&L's MWhs generated. Wolf Creek's availability-was
approximately 13% lower in 2005 compared to 2004 due to its scheduled spring 2005 refueling outage.
Replacement power costs for scheduled Wolf Creek outages are accrued evenly over the unit's 18month operating cycle. KCP&L expects its' cost of nuclear fuel to remain relatively stable through 2009'
because of contracts in place.
The fuel cost per MWh generated and the purchased power cost per MWh has a significant impact on
the results of operations for KCP&L. Generation fuel mix can substantially changethe fuel cost per
MWh generated. Nuclear fuel cost per MWh generated is substantially less than the cost of coal per
MWh generated, which is significantly lower than the cost of natural gas and oil per MWh generated.
The cost per MWh for purchased power is significantly higher than the cost per MWh of coal and
nuclear generation. KCP&L continually evaluates its system requirements, the availability of generating
units, availability and cost of fuel supply and purchased -power, and the requirements of other electric
systems to provide reliable power economically.
KCP&L expects its fuel expense to increase significantly in 2006 due to projected increases in the cost
of coal and coal transportation. The anticipated increase in delivered coal prices is expected to affect
most regional utilities; therefore, the increase is not expected to materially erode KCP&L's position as a
low cost regional electricity generator.
Rail companies have experienced longer cycle times for coal deliveries to utilities across the country
since the third quarter of 2004. Western rail service further deteriorated in 2005 due totwo train
derailments that occurred on the primary rail line serving the PRB. Maintenance to repair significant
sections of track on this rail line began in 2005 and is expected to be completed by the end of 2006.
These repairs must be completed before normal train operations from the PRB can resume, which
affects all users of PRB coal. Approximately 98% of KCP&L's coal requirements come from the PRB
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and originate on the Burlington Northern Santa Fe and the Union Pacific railroads, both of which have
been affected by the current rail situation. As a result, most utilities, including KCP&L, have coal
inventories that are below desired levels. KCP&L implemented coal conservation measures by
reducing coal generation in 2005 and expects-to continue these measures for-at least the first half of
2006. This reduction in coal generation in the marketplace caused upward pressure on both pricing for
next power generation fuel sources (natural gas and/or oil) and wholesale electricity prices in 2005 and
is expected to continue into 2006., The rail companies have indicated that they expect the impact
related to the 2006 maintenance program to be less than the 10% to 15% reduction in deliveries
experienced in 2005,; but have offered no estimate on the likely reduction. Management cannot predict
with any certainty the 2006 impact of the situation; however, :an inability'to obtain timely delivery of coal
to meet generation requirements could materially impact KCP&L's results of operations. Management'
is monitoring the situation closely and steps will be taken, as necessary, to maintain an adequate
energy supply for KCP&L's retail load and firm MWh sales.
STRATEGIC ENERGY BUSINESS OVERVIEW Great Plains Energy owns just under! 00% of the indirect interest in Strategic Energy. Strategic
Energy does not own any generation, transmission or distribution facilities. Strategic Energy provides
competitive retail electricity supply services by entering into power supply contracts to supply electricity,
to its end-use customers. Of the states that offer retail choice, Strategic Energy operates in California,
Maryland, Massachusetts, Michigan, New Jersey, New York, Ohio, Pennsylvania and Texas.
In addition to competitive retail electricity supply services, Strategic Energy records insignificant
wholesale revenues and purchased power expense incidental to the retail services provided. Strategic
Energy also provides strategic planning, consulting andbilling and scheduling services in the natural
gas and electricity-markets.- The cost of supplying electricity to-retail customers can vary widely by
geographic market. This variability can be affected by-many factors, including, but not limited to,.
geographic differences in the cost per MWh of purchased power, renewable energy requirements and
capacity charges due to regional purchased power availability and requirements of other electricity
providers and differences in transmission charges.
Strategic Energy provides services to approximately 51,000 commercial, institutional and small
manufacturing accounts for approximately 10,300 customers including numerous Fortune 500
companies, smaller companies and governmental entities. In response to marketplace trends,
Strategic Energy has designed and introduced new products tailored for specific market conditions and
segments. Strategic Energy offers an array of products, including fixed price, index-based and monthto-month renewal productsi designed to-meet the various requirements of a diverse customer base in
evolving markets. Strategic Energy's volume-based customer retention rate, excluding month-to-month
customers on market-based rates, for 2005 was 76%. The corresponding volume-based customer
retention rate including month-to-month customers on market-based rates was 86%.;
In some markets, wholesale power prices in 2005)rose faster than host utility rates. ýIn markets where
this occurred, the savings competitive suppliers could offer to customers were reduced or in some
markets were unavailable. Additionally, in those markets where Wholesale power prices were lower
than host utility rates, Strategic Energy faced strong competition from other competitive suppliers.
These factors, among others, contributed to reductions in MWhs delivered and 'average retail gross
margin per MWh in 2005 compared to 2004..
At the end of 2005, Strategic Energy experienced improvement in certain key metrics, including strong
backlog growth, longer contract durations and higher retention rates. Management believes a
combination of factors contributed to the improved metrics, including successful focus on positioning,
procurement, products and productivity, as well as a changing market environment. Customer
perceptions about the longer-term price of electricity may be changing as a result of the prolonged
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period of high and volatile power prices seen in the last few years and customers may be more willing,
to enter into long-term contracts in order to achieve price certainty. Also, a decrease in near-term
power prices at the end of 2005 may have provided a catalyst for some customers to convert from
month-to-month service to term contracts. Management believes, but cannot assure, that these trends
may continue into 2006.
Strategic Energy currently expects the retail gross margin per MWh (retail revenues less retail -purchased power divided byretail MWhs delivered) delivered in 2006 to average $4,25 to $4.75 and
the retail gross margin, per MWh on new customer contracts entered into in 2006 to average from $3.00
to $4.00, Strategic Energy-expects to realize additional retail gross-margin on fixed price contracts-of.",
up to $0.50 per MWh over the life of the contract. The additional expected margin is derived from
activities include benefits from financial.
management of the retail portfolio load requirements. -These
transmission rights and auction revenue rights, short-term load balancing activities, short-term arbitrage
activities and identifying and executing on favorable transmission paths. MWhs delivered in 2006 are
projected to range from 16 to 18 million. Based solely on expected usage under current signed:'
contracts, Strategic Energy has forecasted future MWh commitments (backlog) of 10.4 million, 4.3
million and 2.3 million for the years 2006 through 2008,respectively. Strategic Energy expects to
deliver additional MWhs in these years through new and renewed term contracts and MWh deliveries to
month-to-month customers.
LOWER EARNINGS EXPECTED IN 2006
Great Plains Energy's projected net income is expected to decrease in 2006. The decrease in
projected net income for,2006 is due to a significant increase in fuel cost and related transportation
expenses at KCP&L, lower volume and lower anticipated average retail gross margins at Strategic
Energy and the absence of certain tax benefits recorded in 2005. These factors are expected to more
than offset projected operational efficiencies at both KCP&L and Strategic Energy, KCP&L's retail load,
growth, higher wholesale volume and higher allowance for equity funds used during construction
related to the comprehensive energy plan.,
Through 2010, approximately 30% of KCP&L's current employees are eligible to retire with full pension
benefits. The timing and number of employees retiring and selecting the lump sum payment option
could result in settlement charges that could materially affect KCP&L's 2006 results of operations.
RELATED PARTY TRANSACTIONS
See Note 12 to the consolidated financial statements for information regarding related party
transactions.
CRITICAL ACCOUNTING POLICIESThe preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect reported amounts and related disclosures., Management
considers an accounting estimate to be critical if it requires assumptions to be made that were
uncertain at the time the estimate was made and changes in the estimate or different estimates that ,.
could have been used could have a material impact on the results of operations and financial position.
Management has identified the following accounting policies deemed critical to the understanding of the
companies' results of operations and financial position. Management has discussed the development
and selection of these critical accounting policies with the Audit Committee of the Board of Directors for
Great Plains Energy and KCP&L.
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Pensions
The companies incur significant costs in providing non-contributory defined pension benefits. The costs
are measured using actuarial valuations that are dependent upon numerous factors derived from actual
plan experience and assumptions of future plan experience._
Pension costs are impacted by actual employee demographics (including age, compensation levels and
employment periods), the level of contributions made to the plan, earnings on plan assets and plan
amendments. In addition; pension costs are also affected by changes in key actuarial assumptions,
including anticipated rates of return on plan assets and the discount rates used in determining the
projected benefit obligation and pension costs.
These actuarial assumptions are updated annually in accordance with Statement of Financial
Accounting Standards (SFAS) No. 87, "Employers' Accounting for Pensions." In selecting an assumed
discount rate, the prevailing market rate of fixed income debt instruments with maturities matching the
expected timing of the benefit obligation was considered. The assumed rate of return on plan assets was developed based on the weighted average of long-term returns forecast for the expected portfolio
mix of investments held by the plan. These assumptions are based on management's best estimates
and judgment; however, material changes may occur if these assumptions differ from actual events.
See Note 9 to the consolidated financial statements for information regarding the assumptions used to
determine benefit obligations and net costs.
The following table reflects the sensitivities associated with a 0.5% increase or a 0.5% decrease in key
actuarial assumptions. Each sensitivity reflects the impact of the change based solely on a change in
that assumption only.

Actuarial assumption

Change in
Assumption

Discount rate,
Rate of return on plan assets
Discount rate
Rate of return on plan assets

0.5%
0.5%
0.5%
0.5%

increase
increase
decrease'
decrease

Impact on
Projected
Benefit
Obligation
$ (32.9)
-

35.1
-

Impact on
Pension
'Liability (millions)
$ (18.1)
-

19.8
-

Impact on
2005
Pension
Expense
$ (2.3)
(1.9)
2.5
1.9,

KCP&L recorded pension expense reflecting orders from the MPSC and KCC that established annual.
pension costs at $22 million, reducing 2005 pension expense., The difference between pension costs
under SFAS No. 87 and the amount allowed for ratemaking is recorded as a regulatory asset or liability
for future ratemaking recovery or refunds, as appropriate. See discussion of Regulatory Matters below
and Note 9 to the consolidated financial statements for additional information.
Market conditions and interest rates significantly affect the future assets and .liabilities of the plan. It is
difficult to predict future, pension costs, changes in pension liability and cash funding requirements due
to volatile market conditions.
Regulatory Matters
As a regulated utility, KCP&L is subject to the provisions of SFAS No. 71, "Accounting for the Effects of
Certain Types of Regulation." Accordingly, KCP&L has recorded assets and liabilities on its balance
sheet resulting from the effects of the ratemaking process,, which would not be recorded under GAAP if
KCP&L were not regulated. Regulatory assets represent costs incurred that have been deferred
because future recovery in customer rates is probable. Regulatory liabilities generally represent
probable future reductions in revenue or refunds to customers. Future recovery of regulatory assets is
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not assured, but is generally subject to review by regulators in rate proceedings for matters such as,
prudence and reasonableness. Future reductions in revenue or refunds for regulatory liabilities
generally are not mandated, pending future rate proceedings or actions by the regulators.
Management regularly assesses whether regulatory assets and liabilities are probable of future
recovery or refund by considering factors such as decisions by the MPSC, KCC or FERC on KCP&L's
rate case filings; decisions in other regulatory proceedings, including decisions related to other
companies that establish, precedence on matters applicable to KCP&L; and changes in laws and
regulations. :If recovery or refund of regulatory assets or liabilities is not approved by regulators or is no
longer deemed probable, these regulatory assets or liabilities are recognized in the current period
results of operations. KCP&L's continued ability to meet the criteria for application of SFAS No. 71 ,may
be affected in the future by restructuring and deregulation in the electric industry. In the event that
SFAS No. 71 no longer applied -to a deregulated portion of KCP&L's operations, the related regulatory
assets and liabilities would be written off unless an appropriate regulatory recovery mechanism is
provided. Additionally, these factors could result in. an impairment on utility plant assets as determined
pursuant to SFAS No. 144, "Accounting for the Impairment or Disposal of Long-lived Assets." See Note
5 to the consolidated financial -statements for more information.Impairment of Assets, Intangible Assets and Goodwill
Long-lived assets and intangible assets-subject to amortization are periodically reviewed for impairment
whenever events or changes in circumstances indicate that the carrying amount of an asset may not be
recoverable as prescribed under SFAS No. 144.
Goodwill is tested for impairment at least annually and more frequently when indicators of impairment
exist as prescribed under SFAS No. 142, "Goodwill and Other Intangible Assets." SFAS No. 142 requires that if the fair value of a reporting unit is less than its carrying value including goodwill, the
implied fair value of the reporting unit goodwill must be compared with its carrying value to determine
the amount of impairment.
Impairment analyses require management to make assumptions about future sales, operating costs
and discount rates over the life of the related asset, or in some cases over an indefinite life. Potential
impairment indicators include such factors as current period losses combined with a history of losses,
or a projection of continuing losses or a significant decrease in the market price of the asset under
review. Management's assumptions about these factors require significant judgment and under
different assumptions, the fair value of an asset could be materially different,.
Accounting standards require a company to recognize an impairment in the current period results of
operations if the sum of the undiscounted expected future cash flows from the company's asset is less
than the carrying value of the asset. The impairment recognized is the difference between the fair
value and book value of the asset.'
Energy and Energy-Related Contract Accounting
Strategic Energy generally purchases power under forward physical delivery contracts to supply
electricity to its retail energy customers under full requirement sales contracts. 'The full requirements
sales contracts and the forward physical delivery contracts meet the accounting definition' of a
derivative; however, Strategic Energy applies the normal purchases and normal sales (NPNS)
exception accounting treatment on full requirement sales contracts. Derivative contracts designated as
NPNS are accounted for by accrual accounting, which requires the effects of the derivative to be
recorded when the underlying contract settles.
Strategic Energy has historically designated the majority of the forward physical delivery contracts as
NPNS; however, as certain markets continue to develop, some derivative instruments may no longer
qualify for the NPNS exception. As such, Strategic Energy is designating these forward physical
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delivery contracts as cash flow hedges, which could result in future increased volatility in derivative
assets and liabilities, other comprehensive income (OCI) and net income. Under cash flow hedge
accounting, the fair value of the contract is recorded as a current or long-term derivative asset or
liability. Subsequent changes in the fair value of the derivative assets and liabilities are recorded on a
net basis in OCI and subsequently reclassified to purchased power expense in Great Plains Energy's
consolidated statement of income as the power is delivered and/or the contract settles. Accordingly,
the increase in derivatives accounted for as cash flow hedges and the corresponding decrease in
derivatives accounted for as NPNS transactions may affect the timing and nature of accounting
recognition, but does not change the underlying economics of the transactions.
The fair value of forward purchase derivative contracts that do not meet the requirements for the NPNS
exception or cash flow hedge accounting are recorded as current or long-term derivative assets or
liabilities. Changes in the fair value of these contracts could result in operating income volatility as
changes in the associated derivative assets and liabilities are recorded in purchased power expense in
Great Plains Energy's consolidated statement of income.
Strategic Energy's derivative assets and liabilities consist of a combination of energy and energyrelated contracts. While some of these contracts represent commodities or instruments for which
prices are available from external sources, other commodities and certain contracts are not actively
traded and are valued using modeling techniques to determine expected future market prices. The
market prices used to determine fair value reflect management's best estimate considering time,
volatility and historical trends. Future market prices may vary from those used in recording energy
assets and liabilities at fair value and such variations could be significant.
Market prices for energy and energy-related commodities vary based upon a number of factors.
Changes in market prices will affect the recorded fair value of energy. contracts. Changes in the fair
value of energy contracts will affect operating income in the period of the change for contracts under,,
fair value accounting and OCI in the period of change for contracts under cash flow hedge accounting,
while changes in forward market prices related to contracts under accrual accounting will affect
operating income in future periods to the extent those prices are realized. Management cannot predict
whether, or to what extent, the factors affecting market prices may change, but those changes could be
material and could be either favorable or unfavorable.
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GREAT PLAINS ENERGY RESULTS OF OPERATIONS
The following table summarizes Great Plains Energy's comparative results of operations.
2005
$ 2,604.9
Operating revenues
(207.9)'"
Fuel
'(1,429.7)
Purchased power,
(527.5)
Other operating expenses
.(7153.1).
Depreciatiorrind amortization
(3.5)
Gain (loss) on propety:
283.2
Operating income
2.7
Non-operating income (expenses)'
;(73.8)
Interest charges
(39.7)
Income taxes
.(7.8)
'Minority interest insubsidiares
Loss from equity investments
'(0.4).!
164.2
'Income from continuing operations
(1.9)
Discontinued operations, net-of income taxes
.162.3
Net
.... income
(1.6)
Preferred dividends
$ 160.7
Earnings available for common shareholders

2003

'2004
(millions)
$2,464.0
(179:4)
(1,300.0)
(510.6)
(150.1)
-(5.1)
318.8,
(8.4)
(83.0)
(54.5)
2.1

$ 2,148.0
(160.3)
(1,022.1)
(479.2)
(142.8)
23.7
367.3
(1310)
(76.2)
(78.6)
(7.8)

(1.5)
173.5
7.3
180.8
(1.6)
$t 179.2-

(2.0)
189.7
(44.8)
144.9
(1.6)
143.3

$

compared to 2004
2005
Great-Plains Energy's 2005 e5r'ings decreased to $1607 million, or $2.15 per share, from $179.2
million, or $2.49 per share in 2004. A higher average number of common shares diluted 2005 EPS by
$0.08 primarily due to the issuance of 5.0 million shares in June 2004.
Consolidated KCP&L's net income represented approximately 90% of Great Pais Energy's 2005
earnings and was relatively unchanged in 2005 compared to 2004., KCP&L's net income decreased
$4.8 million primarily due to higher fuel costs and purchased power prices, as well as the effects of '
plant outages and coal conservation on fuel mix. Higher other operating expenses were partially offset
by the regulatory accounting treatment of pension expense. These decreases to net income were
offset by retail revenues increasing 6% as a result of significantly warmer summer weather in 2005
compared to an unusually mild summer in 2004. Additionally, the favorable impact of sustained audit
positions on the 2005 composite tax rates lowered income taxes. KCP&L's decrease was more than
offset by $5.2 million in reduced losses at HSS primarily due to a 2004 impairment charge related to the
2005 sale of Worry Free.
Strategic Energy's net income decreased $14.3 million in 2005 compared to 2004. Retail MWhs
delivered decreased 4% in 2005 compared to 2004. The average retail gross margin per MWh
declined 14% to $5.19 in 2005. The decline in average retail gross margin per MWh in 2005 compared
to 2004 was primarily due to an environment of higher and less volatile energy prices, flat to higher
forward electricity prices and 2005 SECA charges in excess of recoveries. The negative impacts on
average retail gross margin per MWh were partially offset by two significant opportunities to manage
retail portfolio load requirements, the favorable reduction of a gross receipts tax contingency and a
favorable change in fair value related to non-hedging energy contracts and from cash flow hedge
ineffectiveness. Strategic Energy's 2005 income taxes decreased due to lower taxable income partially
offset by $3.2 million in lower tax benefits allocated from the holding company.
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Higher reductions in affordable housing investments and lower related tax credits decreased other nonregulated operations net income in 2005 compared to 2004 by $5.5 million. Discontinued operations
decreased net income $9.2 million in 2005 compared to 2004, primarily due to a 2004 gain on the sale'
of the majority of the KLT Gas natural gas properties (KLT Gas portfolio).- This gain was partially offset
by 2004 losses from the Wind down operations and a loss due to the write 'down of the KLT Gas
portfolio to its estimated net realizable value. See Note 8 to the consolidated financial statements for
information regarding the discontinued 'operations.
2004 compared to 2003
Great Plains Energy's 2004 earnings increased to $179.2 million, or $2.49 per share, from $143.3
million, or $2.07 per share in 2003. A higher, average number of common shares diluted 2004 EPS by
$0.10 primarily due to the issuance of 5.0 million shares in June 2004.
Consolidated KCP&L's income from continuing operations increased $17.4 million in 2004 compared to
2003. Wholesale revenues increased as-a result of increased generation, bundling transmission with
energy and lower than expected retail loads during the summer months. An increase in operating
expenses more than offset'these factors primarily due to the increase in MWhs generated,'including
higher coal and coal transportation costs,' higher administrative expenses, an impairment charge
related to the first quarter 2005 sale of Worry Free and the significant positive impact on 2003 of the
Hawthorn No. 5 litigation settlements. Income taxes decreased due to the favorable impact of state tax
planning on the composite tax rate and the allocation of tax benefits from holding company losses
pursuant to the Company's intercompany tax allocation agreement. The change in consolidated
KCP&L's discontinued operations was due to a $7.1 million loss on the June 2003 disposition of HSS'
interest in RSAE and continuing losses through the date of disposition of $1.6 million.
Strategic Energy's net income increased $2.9 million in 2004 compared to 2003. Retail MWhs
delivered increased 22% in 2004 compared to 2003. Great Plains Energy, through IEC, completed the
purchase of an additional 11.45% indirect interest in Strategic Energy resulting in a $1.8 million
increase in net income. The increase to net income was partially offset by a 16% decline in the
average retail gross margin per MWh to $6.01 in 2004. The decline in average retail gross margin was
primarily due to the roll-off of older, higher margin contracts, price discounts driven by a more
competitive market and persistently higher commodity prices and a $4.2 million increase in tax
reserves. The negative impacts on average retail gross margin per MWh were partially offset by a
$1.7 million change in fair value !related to non-hedging energy contracts and from cash flow hedge
ineffectiveness. Strategic Energy's income taxes decreased $5.9 million in 2004 compared to 2003
reflecting lower taxable income-and additional tax benefits allocated from the holding company.Lower reductions in affordable housing investments and lower interest charges increased other nonregulated operations net income in 2004 compared to 2003 by $3.1 million. KLT Gas discontinued
operations increased $43.4 million in 2004 compared to 2003 primarily due to the gain on the sale of
the majority of KLT Gas'portfolio in 2004 combinred with the'2003 impairment related to the exit of the
KLT Gas business.
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CONSOLIDATED KCP&L RESULTS OF OPERATIONS
The following discussion of consolidated KCP&L results of operations includes KCP&L, anintegrated,
regulated electric utility and HSS, an unregulated subsidiary of KCP&L.- References to KCP&L, in the
discussion that follows, reflect only the operations of the utility. The following table summarizes
consolidated KCP&L's comparative results of operations.

Operating revenues
Fuel
Purchased power
Other operating expenses
Depreciation and amortization
Gain (loss) on property
Operating income_
Non-operating income (expenses)
Interest charges

2005

2004

2003

$-1,130.9
(207.9)
(61.3)
(460.8)
(146.6)

(millions)
$ 4,091.6
(179.4)
i.(52.5)
(442.3)
(145.2)

$ 1,057.0
(160.3)
(53.2)
(422.6)
(141.0)

1'I.O)

10•.1)

.

249.7
-11.81:

267.1.
(1.9)

281.5
(3.1)

(61.8)

(74.2)-

(70.3)

Income taxes

(48.2)

(52.8)

(83.5)

Minority interest in subsidiaries
Income from continuing operations
Discontinued operations, net of income taxes

(7.8)
143.7

5.1
143.3

1.3
125.9

Net income

(8.7)
$

143.7

$

$

143.3

117.2

Consolidated KCP&L Sales Revenues and MWh Sales
2005
Retail revenues
Residential
Commercial
Industrial
Otherretail revenues
Total retail
Wholesale revenues
Other revenues
KCP&L electric revenues
Subsidiary revenues
Consolidated KCP&L revenues

Change

$

380.0
434.6
100.9
8.6
924.1
192.4
14.3
1,130.8
0.1
$ 1,130.9

2005
Retail MWh sales
Residential
Commercial
Industrial
Other retail MWh sales
Total retail
Wholesale MWh sales
KCP&L electric MWh sales

9
3
5
(2)
6
(4)
(15)
4
(93)
4

Change

5,383
7,292
2,165
82
14,922
4,608
19,530

10
4
5
(3)
6
(30)
(5)
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2004
(millions)
$ 347.1
421.1
96.2
8.7
873.1
200.2
16.8
1,090.1
1.5
$ 1,091.6

Change
(4)
1
1
1
(1)
27
15
3
(25)
3

2004
Change
(thousands)
4,903
(3)
6,998
1
2,058
1
85
14,044
6,603
14
20,647
4

2003
$

361.5
417.6
95.0
8.7
882.8
157.5
14.6
1,054.9
2.1
$ 1,057.0

2003
5,047
6,933
2,035
85
14,100
5,777
19,877

Retail revenues increased $51.0 million in 2005 compared to 2004. The increase was driven byr
significantly warmer summer weather in 2005 compared to an unusually mild summer in 2004 and
continued load growth of approximately 2%, adjusted for weather for 2005 and 2004. Residential
usage per customer increased 9% in 2005, driven by a 45% increase in cooling degree-days, which
was 19% above normal.
Retail revenues decreased $9.7 million in 2004 compared to 2003 primarily due to a $14.4 million
reduction in residential revenues. Residential usage per customer decreased 4% in 2004 compared to
2003 as a result of significantly cooler summer weather in 2004. The Kansas City area experienced
one of the coolest summers in the past 30 years, which resulted in cooling degree-days 18% below
normal. The impact of the cooler summer weather was partially offset by load growth in 2004. The
average number of residential and commercial customers continues to grow; both increased 1 % to 2%
in 2005 and 2004 compared to the respective prior years.
Wholesale revenues decreased $7,8 million in 2005 compared to 2004 due to a 30% decrease in
MWhs sold, which was significantly offset by an increase in the average market price per MWh. The
decrease in MWhs sold was driven by a 5% decrease in net MWhs generated as a result of coal
conservation and plant outages. Additionally, retail MWh sales increased 6% in 2005 compared to
2004, which resulted in less MWhs available for wholesale sales. Average market price per MWh
increased 56% to $47.82 in 2005 compared to 2004 due to warmer summer weather in 2005, higher.
natural gas prices, transmission constraints and coal conservation in the region.
Wholesale revenues increased $42.7 million in 2004 compared to.2003., Wholesale MWhs sold
increased 14%, primarily due to increased generation, bundling transmission with energy and lower
than expected retail loads during the summer months, combined with successful marketing efforts.
Average market prices per MWh increased 13% to $30.72 in 2004 compared to 2003, primarily due to
more sales made during periods ofhigher natural gas prices and bundling transmission with energy to
provide a delivered product. Additionally, wholesale revenues were affected by the partial settlements
of the Hawthorn No. 5 litigation.
As described in Item 3. Legal Proceedings, KCP&L filed suit against multiple defendants who are
alleged to have responsibility for the 1999 Hawthorn No. 5 boiler explosion. Various defendants settled
with KCP&L in this litigation, resulting in KCP&L recording $2.4 million and $35.8 million in 2004 and
2003, respectively. A portion of the settlements, $1.2 million and $17.3 million for 2004 and 2003,
respectively, was recorded as a recovery of capital expenditures. The following table summarizes the
income statement impact relatedto the remainder of the settlements for loss of use of Hawthorn No. 5.
2004
(millions)
$ 0.2
$
0.2
0.8
1.2(0.5)
$ 0.7
$

Wholesale revenues
Fuel
Purchased power
Operating income
Income taxes
Net income
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2003
2.7
4.0
11.8
18.5
(7.2)
11.3

Consolidated KCP&L Fuel and Purchased Power
Net MWhs Generated,by Fuel Type

2005

%%
Change

2004

Change

2003

(thousands)

Coal
Nuclear:
Natural gas and oil
Total Generation

14,994
4,146
473,
19,613

(4)
::(13)
206
(5)

15,688
4,762
155
20,605

5
14
-(43)
6

15,011
4,178&
270
19,459 -

Fuel expense increased$28.5 million in 2005 compared to 2004 despite a 5% decrease in MWhs:
generated due to a combination of changes in the fuel mix to higher cost generation, increased coal
and coal transportation costs and increased natural gas prices. The changes in fuel mix were driven by
the number and duration of plant outages as well as coal conservation measures. KCP&L's 2005 coal
and coal transportation contracts were entered into at higher average prices than related 2004'
contracts.
Fuel expense increased $19.1 'million in 2004 compared to 2003 due to a 6% increase in MWhs
,
generated, higher coal and coal transportation costs, higher natural gas costs and the net effect of $3.8
million from the Hawthorn No. 5 partial litigation settlements. The increase was partially offset by
.
changes in the fuel mix to lower cost generation due to increased coal and nuclear fuel and less natural
gas in the fuel mix. The change in fuel mix was primarily due to the 2003 refueling outage at Wolf
Creek and the cooler 2004 summer weather, which allowed coal and nuclear capacity to supply a
greater percentage of the reduced retail load.
Purchased power expense increased $8.8 million in 2005 compared to 2004. The average price per
MWh purchased increased 61% in 2005 compared to 2004 partially offset by an 8% decline in MWhs
purchased. The increased prices were driven by purchases during higher priced peak-hours as a result
of warmer weather, plant outages and overall higher average prices due to higher natural gas prices.,
combined with transmission constraints, coal conservation and outages in the region.
Purchased power expense decreased $0.7 million in 2004 compared to 2003. MWhs purchased
decreased 31% in 2004 compared to 2003 primarily due to lower retail customer demand and a 2%
increase in the coal fleet equivalent availability factor in 2004 compared to 2003. The decrease in zIA
MWhs purchased was partially offset by an 11% increase in the average price per MWh purchased in
2004 compared to 2003 primarily due to higher natural gas market prices and increasedmarket
demand. Another offset includes the net effect of the Hawthorn No. 5 partial litigation settlements,
which impacted purchased power expense by $11.0 million in 2004 compared to 2003.
Consolidated KCP&L Other Operating Expenses (includingotheroperating,maintenance and
generaltaxes)
Consolidated KCP&L's other operating expenses increased $18.5 million in 2005 compared to 2004.
primarily due to the following:
" increased employee related expenses of $4.7 million including severance and incentive
compensation,
* increased expenses of $2.4 million due to higher legal reserves,
* increased regulatory expenses of $1.2 million including expenses related to the comprehensive
energy plan,
* increased general taxes of $5.9 million mostly due to increases in gross receipts tax, assessed
property valuations and mill levies,
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*

increased expenses of $4.2 million due to higher restoration costs for a January 2005 ice storm
and June 2005 wind storms compared to -the2004 wind storm restoration costs and
* increased production operations and maintenance expenses of $4.3 million primarily due to"-scheduled and forced plant maintenance in 2005 and the reversal of an environmental accrual
in 2004.
Partially offsetting the increase in other operating expenses was:
* decreased pension expense of $4.7 million due to the regulatory accounting treatment of
pension expense in accordance with MPSC and KCC orders and
* decreased transmission service expense of $5.7 million primarily dueto lower wholesale MWhs,
sold.,
Consolidated KCP&L's other operating expenses increased $19.7 million in 2004 compared to 2003

primarily due to the followiqg:
increased pension expense of $3.5 million primarily due to lower discount rates, the
amortization of investmentlosses from prior years and plan settlement losses,
* increased 'other employee-related costs of $3.5 million including higher medical costs and
incentive compensation costs,
• increased property taxes of $4.3 million primarily due to increases in assessed property
valuations and mill levies,
* increased outside services of $4.4 million including costs associated with Sarbanes-Oxley
I I .
z'
I I I ýcom pliance,
" increased transmission and distribution expenses including $2.5 million primarily due to
increased transmission- usage charges as a result of the increased wholesale MWh sales, $2.3
million related to SPP administration and $1.3 million in storm related expenses and
* increased office expense including $2.1 million expenditure to buy out computer equipment
operating leases.
Partially offsetting the increase in other operating expenses was:
* decreased plant maintenance expense of $1.3 million primarily due to differences in timing and
scope of outages and $0.9 million in lower gross receipts taxes as a result of lower retail
revenues and
* decreased expenses due to the reversal of an environmental accrual andthe establishment of a
regulatory asset for the probable recovery in the Kansas jurisdiction of enhanced security costs.
.

Consolidated KCP&L Gain (loss) on Property
Consolidated KCP&L's gain (loss) on property remained relatively unchanged in 2005 compared to
2004, due to offsetting losses.- During 2005, KCP&L wrote off $3.6 million of plant operating system
development costs as a result of vendor non-performance. :See Note 15 to the consolidated financial
statements for related legal proceedings.., Consolidated KCP&L's gain (loss) on property increased,
operating expenses $6.7 million in 2004 ýcompared to,2003 primarily dueto the .2004 impairment charge
related to the 2005 sale of Worry Free.
Consolidated KCP&L Interest Charges
Consolidated KCP&L's interest charges decreased $12.4 million in,2005 compared to 2004, primarily
due to $10.1 million of interest related to the IRS 1995-1999 audit settlement in 2004. Consolidated
KCP&L's interest charges increased $3.9 million in 2004 compared to 2003., The increase was
.
primarily due, to the $10.1 million of interest discussed above, partially offset by a $6.3 million decrease'
primarily due to the 2004 redemption of KCP&L's $1.54.6 million 8.3% -Junior Subordinated Deferred
Interest Bonds.
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Consolidated KCP&L Income Taxes
Consolidated KCP&L'sincome taxes decreased $4.6 million in 2005 compared to 2004. Several
factors contributed to the decreased taxes including lower taxable income in 2005. The favorable
impact of sustained audit positions on the composite tax rate decreased income taxes $6.3 million,
including $3.1 million reflecting the composite tax rate change on deferred tax balances, and the
domestic manufacturers' deduction provided for under the American Jobs Creation Act of 2004
contributed $1.5 million to the decrease in taxes. These 2005 Idecreases to ihcome takes were partially
offset when bcompared to 2004 due to the $10.1 million 2004 tax reserves release discussed below.
Consolidated KCP&L's income taxes decreased $30.7 million in 2004 compared to 2003. Several
factors contributed to the decreased taxes including lower taxable income in 2004. The favorable
impact of state tax planning on the composite tax rate decreased income taxes $10.1 million, including
$8.6 million reflecting the composite tax rate change on deferred tax balances resulting from book to.
tax temporary differences. An additional $10.1 million decrease is attributable to the reserves for the
interest component of the IRS 1995-1999 audit settlenment, which offset interest expense and had no
impact on income from continuing operations. Income taxes also-decreased by $5.9 million due to the
allocation of tax benefits from holding company losses pursuant to the Company's intercompany tax
allocation agreement.
STRATEGIC ENERGY RESULTS OF OPERATIONS
The following table summarizes Strategic Energy's comparative results of operations.
2005
Operating revenues
Purchased power
Other operating expenses
Depreciation and amortization
Gain (loss) on property
Operating income
Non-operating income (expenses)
Interest. charges,
income taxes
Minority interest in subsidiaries
Net income

--$,1,474.0
(1,368.4)(53.4)
(6.4)
(0.1)
45.7:
2.5
.(3.4)
.. (16.6)
.
$
28.2

.

2004
(millions)
$ 1,372.4
(1,247.5)
(51.3)
(4.8)

$

2003
$ 1,091.0
(968.9)
(42.1)
(1.7)

-

-

68.8
1.7
(0.7)
(24.3)
(3.0)
42.5,

78.3
1.0
(0.4)
(30.2),
(9.1)
39.6

$

Retail MWhs delivered decreased 4% to 19.5 million in 2005 compared to 2004. The average retail',
gross margin perMWh declined 14% to $5.19 in 2005. The decline in average retail gross marginper
MWh in 2005 compared to 2004 was primarily due to an environment of higher and less volatile energy
prices, fiat to higher forward electricity prices and $8.3 million in 2005 SECA charges in excess of
recoveries. The negative impacts on average retail gross margin per MWh were partially offset by $6.8
million for two significant opportunities to manage retail portfolio load requirements, a $2.5 million
favorable reduction of a gross receipts tax contingency and an $0.8 million change in fair value related
to non-hedging energy contracts'and from cash flow hedge ineffectiveness.
Retail MWhs delivered increased 22% in 2004 compared to 2003. In 2004,- Great Plains Energy,'
through IEC, purchased an additional 11.45% indirect interest in Strategic Energy resulting in a $1.8
million increase in net income. The increase to net income was partially offset by a 16% decline inthe
average retail gross margin per MWh to $6.01 in 2004. The decline in average retail gross margin is
primarily due to the roll-off of older, higher margin contracts, price discounts driven by a more
competitive market and persistently higher commodity prices and a $4.2 million increase in tax
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reserves. The negative impacts on average retail gross margin per MWh were partially offset by a $1.7
million change in fair value related to non-hedging energy contracts and from cash flow hedge
ineffectiveness.
Strategic Energy Purchased Power
Purchased power is the cost component of Strategic Energy's average retail gross margin. Strategic
Energy purchases blocks of electricity from power suppliers based on forecasted peak demand for its
retail customers. Actual customer demand does not always equate to the volume included in blocks of
purchased power. Consequently, Strategic Energy sells any excess retail electricity supply over actual
customer requirements back into the wholesale market. These sales occur on many contracts and are
usually short-term power sales (day ahead) and typically settle within the reporting period. Excess
retail electricity supply sales also include long-term forward physical sales to wholesale counterparties,
which are accounted for on a mark-to-market basis. Strategic Energy typically executes these
transactions to manage basis and credit risks. The proceeds from excess retail supply sales are
recorded as a reduction of purchased power, as they do not represent the quantity of electricity
consumed by Strategic Energy's customers. The amount of excess retail supply sales that reduced
purchased power was $181.2 million, $173.3 million and $91.2 million in 2005, 2004 and 2003,
respectively. Additionally, in certain markets, load-serving entities are required to sell to and purchase
power from a RTO/ISO rather than directly transact with suppliers and end use customers. The sale
and purchase activity related to these certain RTO/ISO markets is reflected on a net basis in Strategic
Energy's purchased power.
Strategic Energy utilizes derivative instruments, including forward physical delivery contracts, in the
procurement of electricity. Purchased power is also impacted by the net change in fair value related to
non-hedging energy contracts and from cash flow hedge ineffectiveness. Net changes in fair value reduced purchased power expenses by $2.5 million in 2005, $1.7 million in 2004 and were insignificant
for 2003. See Note 21 to the consolidated financial statements for more information.
Strategic Energy Other Operating Expenses
Strategic Energy's other operating expenses increased $2.1 milli6n in 2005 compared to 2004 primarily
due to increased employee related expenses including increased severance and incentive
compensation, partially offset by a 11% decrease in full time employees to 240 in 2005. Strategic
Energy's other operating expenses increased $9.2 million in 2004 compared to 2003; a 22% increase
driven mainly by higher staffing levels associated with the continued growth of Strategic Energy.
Additionally, higher consulting expenses associated with new software development initiatives and

higher general tax expenses primarily due to higher capital stock and franchise tax rates increased
2004 other operating expenses compared to 2003.
Strategic Energy Income Taxes
Strategic Energy's Income taxes decreased $7.7 million in 2005 compared to 2004 reflecting lower
taxable income partially offset by a net $3.2 million decrease in the allocation of tax benefits from
holding company losses pursuant tothe Company's intercompany tax allocation agreement. Strategic
Energy's income taxes decreased $5.9 million in 2004 compared to 2003 reflecting lower taxable
income and additional tax benefits. The additional benefits included $3.1 million due to the allocation of
tax benefits from holding company losses pursuant to the Company's intercompany tax allocation
agreement and a slight decrease due to the favorable impact of state tax planning on the composite tax
rate.

OTHER NON-REGULATED ACTIVITES
Investment in Affordable Housing Limited Partnerships - KLT Investments
KLT Investments Inc.'s (KLT Investments) net income in 2005 totaled $5.7 million (including an after tax
reduction of $6.2 million in its affordable housing investment) compared to net income of $11.2 million
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in 2004 (including an after tax reduction of $4.6 million in its affordable housing investment) and net,
income of $8.1 million in 2003 (including an after tax reduction of $6.7 million in its affordable housing
investment).
On a quarterly basis, KLT Investments compares the cost of properties accounted for by the cost
method to the total of projected residual value of the properties and remaining tax credits to be
received. Based on the latest comparison, KLT Investments reduced its investments in affordable
housing limited partnerships by $10.0 million, $7.5 million and $11.0 million in 2005, 2004 and 2003,
respectively. Pre-tax reductions in affordable housing investments are estimated to be $1 million in..
2006 and $2 million in 2007. These projections are based on the latest information available but the
ultimate amount and timing of actual reductions could be significantly different from the above
estimates. The properties underlying the partnership investment are subject to certain risks inherent in
real estate ownership and management.%Even after these estimated reductions, net income from the
investments in affordable housing is expected to be positive for 2006 through 2008.
-

KLT Investments accrued tax credits related to its investments in affordable housing limited
partnerships of $15.4 million, $18.3 million and $19.1 million in 2005, 2004 and 2003, respectively.
Management estimates tax credits will be $9 million, $5 million and $2 million for 2006 through 2008,
respectively.
KLT Gas Discontinued Operations
Discontinued operations decreased net income $9.2 million in 2005 compared to 2004 primarily due to
a gain on the 2004 sale of the KLT Gas portfolio, partially offset by losses from the wind down
operations and for an arbitration settlement in 2005. KLT Gas' discontinued operations loss in 2003
was $36.1 million including impairments and operating losses. See Note 8 to the consolidated financial
statements for additional information.
-

GREAT PLAINS ENERGY AND CONSOLIDATED KCP&L SIGNIFICANT BALANCE SHEET
CHANGES (DECEMBER 31, 2005 COMPARED TO DECEMBER 31, 2004)
*

Great Plains Energy's restricted cash and supplier collateral decreased $5.8 million due to
certain Strategic Energy suppliers posting letters of credit to satisfy collateral requirements
rather than cash.

*

Great Plains Energy's and consolidated KCP&L's fuel inventories decreased $4.0 million
primarily due to $9.3 million in fewer coal deliveries resulting from railroad performance issues,
partially offset by an increase in coal due to physical inventory adjustments.

"

*

•

Great Plains Energy's combined deferred income taxes - current assets and deferred income
taxes - current liabilities changed from an asset of $13.1 million at December 31, 2004, to a
liability of $1.3 million. The change in the fair value of Strategic Energy's energy-related,.- I
derivative instruments increased the liability $10.1 million. Consolidated KCP&L's deferred
income taxes - current assets decreased $3.9 million partially due to a lower nuclear fuel
outage reserve resulting from the completion of the scheduled spring 2005 refueling.
- Consolidated KCP&L's deferred income taxes - current assets were reclassified to a current
liability during consolidation with Great Plains Energy..
Great Plains Energy's derivative instruments - current assets increased $32.8 million primarily
due to an increase in Strategic Energy's energy-related derivative instruments of $33.2 million
due to additional contract volume and an increase in fair value as a result of changes in forward
market prices for power.
rpGreat Plains Energy's affordable housing limited partnerships decreased $13.1 million due'to
',
...
reductions in the valuation of the properties held by KLT InVestments.
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Great Plains Energy's other -- nonutility property and investments decreased $15.4 million
primarily due to a $2.3 million decrease related to the sale and write off of investments and a
decrease at consolidated KCP&L. Consolidated KCP&L's other - nonutility property and
investments decreased $12.9 million primarily due to KCP&L receiving a return of its net
investment from the Central Interstate Low Level Radioactive Waste Compact Commission.
*

Great Plains Energy's and consolidated KCP&L's construction work in progress increased
$47.1 million due to $25.3 million in contract payments related to wind generation and
environmental equipment upgrades and normal construction activity.

*

Great Plains Energy's and consolidated KCP&L's regulatory assets increased $35.6 million
primarily due to the regulatory accounting treatment for pension expense and the change in
Wolf Creek depreciable life for Missouri regulatory purposes in accordance with MPSC and
.KCC orders. Additionally, adopting FASB Interpretation (FIN) No. 471 "Accounting for
Conditional Asset Retirement Obligations" during 2005 increased regulatory assets $13.2
million.

*

Great Plains Energy's derivative instruments - deferred charges and other assets increased
$19.5 million primarily due to a $20.2 million increase in Strategic Energy's energy-related
derivative instruments due to additional contract volume and anincrease in fair value as a result
of changes in forward market prices for power..

*

Great Plains Energy's other - deferred charges and other assets decreased $8,6 million
primarily due to IEC's amortization of $15.0 million for the intangible assets related to the 2004
purchase of an additional indirect interest in Strategic Energy partially offset by consolidated .
KCP&L. Consolidated KCP&L's other - deferred charges and other assets increased $7.0
million primarily due to a reclass from accrued taxes of an $8.8 million income tax refund
receivable that management expects to be delayed until the related IRS audit cycle can be
completed.

*

Great Plains Energy's and consolidated KCP&L's comm ercial paper increased $31.9 million
primarily due to $25.3 million in contract payments related to wind generation and environmental
equipment upgrades and timing of cash payments.'

*

Great Plains Energy's and consolidated KCP&L's accounts payable increased $31.5 million and
$21.9 million, respectively, primarily due to timing of cash payments.

*

Great Plains Energy's accrued taxes decreased $9.9 million primarily due to the timing of tax
payments and Strategic Energy's payment of accrued gross receipts taxes and the reversal of a
reserve related to an audit 'settlement. Consoiidated KCP&L's accrued taxes decreased
'$7.0 million due t the timing of tax payments partially offset by an'increase "related to a reclass
of an $8.8 million income tax refund receivable to other deferred charges and other assets.,
-Great Plains Energy's and consolidated KCP&L's ARO increased $32.2 million primarily-due to
$11.3 million related to revised decommissioning cost estimates for Wolf Creek, $7.5 million of
accretion and a $15.4 million addition due to adopting FIN No. 47 during 2005.

.

Great Plains Energy s and consolidated KCP&L's regulatory liabilities increased $65.5' million
primarily due to KCP&L's regulatory treatment of SO 2 emission allowance sales totaling
,,'$61.0 million and $4.3 million of additional Wolf Creek amortization for Missouri regulatory
purposes.' See NoteSto the consolidated financial statements.
sirut

* 'Great Plains Energy's derivative instruments - deferred credits and other liabilities increased
$7.6 million primarily due to Strategic Energy's derivative instruments increasing $5.0 million
related to an increase in fair value as a result of changes in forward market prices for power.
Consolidated KCP&L's derivative instruments -deferred credits and other liabilities increased
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*

1998 Series
-$2.6 million due to a change in the fair value of KCP&L's interest rate swaps on its
A, B and D EIRR bonds.
Great Plains Energy's other - deferred credits and other liabilities decreased $18.5 million
retail
primarily due to IEC's $11.6 million amortization of the liability for the fair value of acquired
Energy.
contracts related to the 2004 purchase of an additional indirect interest in Strategic
.'Consolidated KCP&L's other -deferred credits and other liabilities decreased $4.4 million
Low
primarily due to KCP&L receiving a return of its net investment from the Central Interstate
Level Radioactive Waste Compact Commission.
primarily
Great Plains Energy's accumulated other comprehensive loss decreased $33.3 million
of
due to the increase in fair value as a result of changes in forward market prices for power other
accumulated
KCP&L's
Strategic Energy's energy-related cash flow'hedges. Consolidated
comprehensive loss'decreased $10.4 million primarily due to the fair values of the Treasury
Locks (T-Locks), which were entered into and settled during 2005. See Note 21 to the
consolidated financial statements.
long-Great Plains Energy's long-term debt increased $184.4 million. Consolidated KCP&L's
notes
term debt increased $186.1 million primarily due to a $250.0 million issuance of senior
million
and an $85.9 million issuance of Series 2005 EIRR bonds partially offsetby the $145.3
EIRR
Lease.
Synthetic
Turbine
redemption of debt related to the buyout of the Combustion
and
bonds classified as current and current maturities decreased as a result of the repayment
remarketing of the respective bonds.-

CAPITAL REQUIREMENTS AND LIQUIDITY
than the stock
Great Plains Energy operates through its subsidiaries and has no material assetsrother
and-its ability
of its Subsidiaries. Great Plains Energy's ability to make payments on its debt securities
and
subsidiaries
to pay dividends is dependent on its receipt of dividends or other distributions from its
proceeds from the issuance of its securities.
Great Plains Energy's capital requirements are principally comprised of KCP&L's utility construction
Energy. These
and other capital expenditures, debt maturities and credit support provided to Strategic
below.
discussed
are
items as well as additional cash and capital requirements for the companies
of cash and
Great Plains Energy's liquid resources at December 31, 2005, consisted of $103.1 million
of unused
cash equivalents on hand, including $3.0 million at consolidated KCP&L, and $739.7 millioncredit facility,
bank lines of credit. The unused lines consisted of $218.1 million from KCP&L'S revolving
Great Plains
$59.8 million from Strategic Energy's revolving credit facility and $461.8 million frominformation on
more
for
below
section
Energy's revolving credit facility. See the Debt Agreements
unused
these agreements. At February 28, 2006, Great Plains Energy's and consolidated KCP&L's
at
amounts
bank lines of credit had increased $16.3 million and $9.3 million, respectively, from the
December 31, 2005.
construction
KCP&L expects to meet day-to-day cash flow requirements including interest payments,
and pension
Energy
Plains
Great
to
dividends
requirements (excluding its comprehensive energy plan),
might not
KCP&L
funds.
generated
benefit plan 'funding requirements, discussed below, with internally
on
ofinflation
effect
the
of
be able to meet these requirements with internally generated funds because
environmental
operating expenses, the level of MWh sales, regulatory actions, compliance with future consolidated
regulations and the availability of generating units. The funds Great Plains Energy and
long and shortKCP&L need to retire maturing debt will be provided from operations, the issuance of
may
Company
the
addition,
In
term debt and/or the issuance of equity or equity-linked instruments.
new
of
advantage
take
or
issue debt, equity and/or equity-linked instruments to finance growth
opportunities.
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KCP&L currently expects to fund its comprehensive energy plan from a combination of internal and
external sources including, but not limited to, contributions from rate increases, capital contributions to
KCP&L from Great Plains Energy's proceeds of new equity financing and 2004 FELINE PRIDESsm
equity in 2007, new debt financing, and internally generated funds.
Strategic Energy expects to meet day-to-day cash flow requirements including interest payments, credit
support fees, capital expenditures and dividends to its indirect interest holders with internally generated
funds. Strategic Energy might not be able to meet these requirements with internally generated funds
because of the effect of inflation on operating expenses, the level of MWh sales, seasonal working
capital requirements, commodity-price volatility and the effects of counterparty non-performance.
Cash Flowsfrom Operating Activities
Great Plains Energy and consolidated KCP&L generated positive cash flows from operating activities
for the periods presented. Cash flows from operating activities for Great Plains Energy and
consolidated KCP&L'increased during 2005 compared to 2004 primarily due to KCP&L's sales of S02
emission allowances totaling $61.0 million and KCP&L's $12.0 million cash settlement on the T-Locks,
discussed in significant financing activities. KCP&L's net income after consideration of non-cash items
decreased primarily due to the decrease in operating income discussed in consolidated KCP&L's
results of operations section-. The timing of the Wolf Creek outage affects the refueling outage accrual,
deferred income taxes and amortization of nuclear fuel. Additionally, Great Plains Energy'srcash flows
from operating activities reflects a decrease in Strategic Energy's net income due to fewer MWhs
delivered and a decline in average retail gross margin per MWh.
The decrease in cash flows from operating activities for Great Plains Energy in 2004 compared to 2003
was primarily due to the changes in working capital detailed in Note 2 to the consolidated financial
statements. The individual components of working capital vary with normal business cycles and
operations. In addition, the timing of the Wolf Creek outage affects the refueling outage accrual,
deferred income taxes and amortization of nuclear fuel. Consolidated KCP&L's cash flow from
operating activities increased in 2004 compared to 2003 partially due to a $26.1 million increase in net
income and the changes in working capital detailed in Note 2 to the consolidated financial statements.
Cash Flows from Investing Activities
Great Plains Energy's and consolidated KCP&L's cash used for investing activities varies with the
timing of utility capital expenditures and purchases of investments and nonutility property. Investing
activities are offset by the proceeds from the sale of properties and insurance recoveries.
Great Plains Energy's and consolidated KCP&L's utility capital expenditures increased $136.7 million
and $141.6 million, respectively, during 2005 compared to 2004. KCP&L exercised its early termination
option in the Combustion Turbine Synthetic Lease and subsequently paid $154.0 million to purchase
the leased property-and made contract payments totaling $25.3 million related to wind generation and
environmental equipment upgrades. These payments were partially pffset by the $28.5 million buyout
of KCP&L's operating lease for vehicles and heavy equipment in 2004. The increases in capital
expenditures were partially offset by KCP&L's receipt of $10.0 million for insurance recoveries related
to Hawthorn No. 5 during 2005.:
Great Plains Energy's and consolidated KCP&L's utility capital expenditures increased $41.9 million in
2004 compared to 2003 primarilydue to the $28.5 million buyout of KCP&L's operating lease for
vehicles and heavy equipment in 2004. Insurance recoveries and litigation settlements related to •
Hawthorn No. 5 in 2004 of $31.9 million, a $10.7 million increase over 2003 recoveries, offset cash
used in investing activities. Additionally, Great Plains Energy paid $90.0 million to acquire an additional
indirect interest in Strategic Energy during 2004.

45

Cash Flows from Financing Activities

The changes in Great Plains Energy's and consolidated KCP&L's cash flows fromfinancing activities in
2005 compared to 2004 and in.2004 compared to 2003 reflect KCP&L's retirement of $54.5 million of..-'
its medium-term notes and its redemption of $1.54.6 million of 8.3% Junior Subordinated Deferred
Interest Bonds from KCPL Financing I during 2004. KCPL Financing I used those proceeds to redeem
the $4.6 million common securities held by KCP&L-and the $150.0 million of 8.3% Trust Preferred
Securities. These 2004 financing activities at consolidated KCP&L were offset by $225.0 million in
equity contributions from Great Plains Energy. Great Plains Energy's 2004 financing activities reflect
proceeds of $150.0 million from the June 2004 issuance of 5.0 :million shares of common stock at $30
per share and proceeds of $163.6 million~from the issuance of 6.5 million:FELINE PRIDES.1 Great ,
Plains Energy used the proceeds to repay short-term borrowings and to fund the equity contributions to
KCP&L. Fees related to these issuances were $10.2 million. See Note .19 to the consolidated financial
statements for additional information:..
During 2005, KCP&L redeemed its secured 1994 series EIRR bonds totaling $35.9 million by issuing
secured EIRR Bonds Series 2005 also totaling $35.9.million: $14.0 million at a fixed rate of 4.05% until.
maturity at March 1; 2015, and $21-9 million at a fixed rate of4-.65% until maturity at September 1, 2035. KCP&L also redeemed its unsecured Series C EIRR bonds totaling $50.0 million by issuing.
unsecured EIRR Bonds.Series 2005 also totaling $50.0,million at a fixed rate of 4.65% until maturity atSeptember 1, 2035.• The previous interest rate periods on these two series, with interest rateslof 2.25%
and 2.38%, respectively, expired on August 31; 2005. Both of the redeemed series were classified as
current liabilities at December 31, 2004.1 Both of the new EIRR Bonds Series 2005 are covered by
municipal bond insurance policies issued by XL Capital Assurance Inc. (XLCA). The insurance
agreements between KCP&L ,and XLCA provide for reimbursement by KCP&L for any amounts that
XLCA pays under the municipal bond insurance policies. The insurance policies are in effect for the
term of the bonds. The insurance agreements contain a covenant that the indebtedness to total: -;
capitalization ratio of KCP&L and its consolidated subsidiaries will not be greater than 0.68 to 1.00. At
December 31, 2005, KCP&L was in compliance with this covenant. KCP&L is also restricted from
issuing additional bonds under its General Mortgage Indenture if, after giving effect to such additional
bonds, the proportion of secured debt to total indebtedness would -be more than 75%,- or more than
50% if the long term rating for such bonds by Standard & Poor's or Moody's Investors Service would be
at or below A- or A3, respectively. The insurance agreement covering the unsecured EIRR Bond
Series 2005 also requires KCP&L to provide XLCA with $50 million of general mortgage bonds as
collateral for KCP&L's obligations under the insurance agreement in the event KCP&L issues general
mortgage bonds (other than refundings of outstanding general mortgage bonds) resulting in the ,
aggregate amount of outstanding general mortgage bonds exceeding 10% of total capitalization. In the
event of a default Under the insurance agreements, XLCA'may take any available legal or equitable.:
action against KCP&L, including seeking specific performance of the covenants.
KCP&L had $625.0 million of outstanding unsecured senior notes at December 31, 2005 and 2004.
During 2005, KCP&L completed a private placement of $250.0 million of 6.05% unsecured senior*"
notes, maturing in 2035. The proceeds from the issuance were used to repay the 7.125% unsecured
senior notes that matured in 2005. Pursuant to its obligations under a registration rights agreement
entered into in connection with the private placement, KCP&L plans to file in 2006 an S-4 registration "
statement for the exchange of registered 6.05% unsecured senior notes for the $250.0 million privately
placed notes. The registered notes Will carry the same terms and conditions as the privately placed
issue without, except in limited circumstances, transfer restrictionsand payment-of additional interest
provisions.-

.

.

Significant Financing Activities
KCP&L's long-term financing activities are subject to the authorization of the MPSC. In November
2005, the MPSC authorized KCP&L to issue up to $635 million of long-term debt and to enter into
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interest rate hedging instruments in connection with such debt through December-31, 2009. Under
stipulations with the MPSC and the KCC, Great Plains Energy and KCP&L maintain common equity at
not less than 30% and'35%, respectively, of total capitalization.
In February 2006, FERC authorized KCP&L to issue up to $300.0 million in outstanding short-term debt
instruments through February 2008. The authorization is subject to four restrictions: (i) proceeds of
debt backed by utility assets must be used for utility purposes;. (ii)if any utility assets that secure
authorized debt are divested or spun off, the debt must follow the assets and also be divested or spun
off; (iii) if any proceeds of the authorized debt are used for non-utility purposes, the debt must follow the
non-utility assets (specifically, if the non-utility assets are divested or spun off, then a proportionate
share of the debt must follow the divested or spun off non-utility assets); and (iv) if utility assets •
financed by the authorized short-term debt are divested or spun off to another entity, a proportionate
share of the debt must also be divested or spun off.
During the first quarter of 2006, :KCP&L entered into a Forward Starting Swap with a notional principal,
amount of $110 million to hedge interest rate volatility~on the first $110 million of the anticipated
refinancing of KCP&L's $225 million senior notes that mature in March 2007.
During 2005, KCP&L entered into two T-Locks to hedge against interest rate fluctuations on the U.S.
Treasuryrrate component of the.$250.0'million 30-year long-term debt that KCP&L issued in 2005. The
T-Locks settled simultaneously with the issuance of the long-term fixed rate debt and KCP&L received
$12.0 million in cash for the settlement. See Note 21 to the consolidated financial statements.During 2005,-KCP&L entered into a revolving agreement to sell all of its retail electric accounts
receivable to Receivables Company, which sold an undivided percentage ownership interest in the
accounts receivable to an outside investor. Receivables Company received ,$70 million in. cash from
the outside investor, which was-forwarded to KCP&L as consideration for its sale. KCP&L's accounts
receivable agreement is an additional source of liquidity with an all-in borrowing cost generally equal: to
or lower than KCP&L's other sources of short-term borrowings including the revolving credit facility and
commercial paper. See Note 3 to the consolidated financial statements for additional information.

Debt Agreements

Great Plains Energy has a $550 million revolving credit facility with a group of banks that expires in
December 2009. The facility contains a Material Adverse Change (MAC) clause that requires Great
Plains Energy to represent, prior to receiving funding, that no MAC has occurred. The clause does,
however, permit the Company to access the facility even in the event of a MAC in order to repay ,
maturing commercial paper. Available liquidity undergthis facility is not impacted by a decline in credit
ratings unless the downgrade results in a MAC or occurs inthe context of a merger, consolidation or
sale. A default by Great Plains Energy or any of its significant subsidiaries of other indebtedness
totaling more than $25.0 million is a default under the current facility. Under the terms of this
agreement, Great Plains Energy is required to maintain a consolidated indebtedness to consolidated
capitalization ratio, as defined in the agreement, not greater than 0.65 to 1.00 at all times. At
December 31, 2005, the Company was in compliance with this covenant. At December 31, 2005,
Great Plains Energy had $6.0 million of outstanding borrowings with an interest rate of 4.98% and had
issued letters of credit totaling $38.5 million under the credit facility as credit support for Strategic
Energy.
KCP&L has a $250 million revolving credit facility with a group of banks that expires in December 2009
to provide support for its issuance of commercial paper and other general purposes. The facility
contains a MAC clause that requires KCP&L to represent, prior to receiving funding, that no MAC has
occurred. The clause does, however, permit KCP&L to access the facility even in the event of a MAC
in order to repay maturing commercial paper. Available liquidity under this facility is not impacted by a
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decline in credit ratings unless the downgrade results in a MAC or occurs in the context of a merger,:
consolidation or sale. A default by KCP&L on other indebtedness totaling more than $25.0 million is a,
default under the current facility. Under the terms of the agreement, KCP&L is required to maintain a.,
consolidated indebtedness to consolidated capitalization ratio, as defined in the agreement, not greater
than 0.65 to 1.00 at all times. At December 31, 2005, KCP&L was in compliance with this covenant. At
December 31, 2005, KCP&L had $31.9 million of commercial paper outstanding and no cash,
borrowings under the facility. The weighted-average interest rate of the commercial paper was 4.35%.
During 2005, Strategic Energy entered into an amendment to its $125 million revolving credit facility
with a group of banks. The amendment-extends the expiration of the facility from June 2007 to June
2009 and increases the aggregate revolving loan commitment from $125 million to $135 million. So
long as there is no default or unmatured default, Strategic Energy may increase this amount by up to
$15 million by increasing the commitment of one or more lenders that have agreed to such increase, or
by adding one or more lenders with the consent of the administrative agent. Great Plains Energy has
currently guaranteed $25.0 million of this facility. -The facility contains a MAC~clause that requires-;
Strategic Energy to represent, prior to-receiving funding, that no MAC has occurred. A default by,
Strategic Energy of other indebtedness; as defined in the facility, totaling more than $7.5 million is a-,
default under the facility. Under the terms of this amended agreement, Strategic Energy is required to
maintain a minimum net worth of $75.0,million, a minimum fixed charge coverage ratio of at least 1.05
to 1.00 and a minimum debt service coverage ratio of attleast 4.00 to 1.00, as those terms are defined
in the agreement. In addition, under the terms of this amended agreement, Strategic Energy is
required to maintain a maximum funded indebtedness to EBITDA ratio; as defined in the agreement, 'of
3.00 to 1.00, on a quarterly basis through June 30, 2007, and 2.75 to 1.00 thereafter. In the event of a
breach of one or more of these four.covenants, so long as no other default has occurred, Great Plains
Energy may cure the breach through a cash infusion, a guarantee increase or a combination of the two.
At December 31, 2005, Strategic Energy was in compliance with these covenants. At December 31,
2005; $75.2 million in letters of credit had been issued ,and there were no cash borrowings underthe
agreement, leaving $59.8 million of capacity available for loans and additional letters of credit.
Great Plains Energy has agreements with KLT Investments associated with notes KLT Investments
issued to acquire its affordable housing investments. Great Plains Energy has agreed not to take
certain actions including, but not limited to, merging, dissolving or causing the dissolution of KLT .
Investments, or withdrawing amounts from KLT Investments if the withdrawals would result in KLT
Investments not being in compliance with minimum net worth and cash balance requirements. The
agreements also give KLT Investments' lenders the right to have KLT Investments repurchase the
notes if Great Plains Energy's senior debt rating falls below investment grade or if Great Plains Energy
ceases to own at least 80% of KCP&L's stock. At December 31, 2005, KLT Investments had
$2.6 million in outstanding notes, including current maturities.:

48-

KCP&L Projected Utility Capital Expenditures
KCP&L's utility capital expenditures, excluding allowance for-funds used to finance construction, were
$332.1 million, $190.5 million and $148.7 million in 2005, 2004 and 2003, respectively. Utility capital
expenditures projected for the next three years, excluding allowance for funds used during construction,"
are detailed in the following table.
2006

2007

2008

(millions).

Generating facilities
latan No. 2 (a)
Wind generation (a)

Environmental (a)
Other .49.3
Total generating facilities
Distribution and transmission facilities
Customer programs & asset management (a)
Other
Total distribution and transmission facilities
Nuclear fuel
General facilities
Total
(a) Comprehensive energy plan

$ 120.4
$ 30.7
143.0 -124.8
43.3
53.1
298.3
266.3

$ 274.5

5.6
93.4
99.0
20.9
30.6
$ 416.8

14.9
84.4
99.3
1.1
11.8
$ 541.9

9.1
83.9
93.0
25.2

20.5
$ 437.0

101.3
53.9
429.7

This utility capital expenditure plan is subject to continual review and change and includes utility capital
expenditures related to KCP&L's comprehensive energy plan for environmental investments and new
capacity. See Note 5 to the consolidated financial statements.
Pensions
The Company maintains defined benefit plans for substantially all employees of KCP&L, Services and
WCNOC and incurs significant costs in providing the plans, with the majority incurred by KCP&L. At a
minimum, plans are funded on an actuarial basis to provide assets sufficient to meet benefits to be paid
to plan participants consistent with'the funding requirements of the Employee Retirement Income
Security Act of 1974 (ERISA) and further Contributions may be made when deemed financially
.
advantageous.
The Company contributed $14.5 million to the plans in 2005, Which included $10.0 million of funding
above the minimum ERISA funding requirements. 'In2004, the Company' ontributed $39.1 million to,.
the plans, which included $4.11 millionfor minimum ERISA funding requirements and $35.0 million of
additional funding. KCP&L contributed $13.8 million and $32.7'million of the contributions in 2005 and
2004, respectively.
The Company expects to contribute $20.0 million to the 'plans in 2006, which includes $6.0 million to
meet ERISA funding requirements, all of which will be paid by KCP&L. Management believes the'
Company has adequate access to capital resources through cash flows from operations or through
in the plans may request a
existing lines of credit to support'the funding requirements. Participants
lump-sum cash payment upon termination of their employment. A change in payment assumptions
could result In increased cash requirements from pension plan assets with the Company being required
to accelerate future funding.
.

Legislative changes have been proposed that would alter the manner in which pension plan assets and
liabilities are valued for purposes of calculating required pension contributions and change the timing
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and manner in which required contributions to underfunded plans are made. :f these proposals are
.
adopted, the funding requirements could be significantly affected.

*`

Under the terms of the pension plans, the Company reserves the right to amend or-terminate the plans,•
and from time to time benefits have changed. See Note 9 to the consolidated financial statements for
additional information.
~
~
At December 31, 2005, the major credit rating agencies rated the companies' securities as detailed in
the following table.
Credit Ratings

-

-

-.,Great Plains Energy-

,-Outlook'-- .
-.
Corporate Credit Rating
Preferred Stock
...,Senior Unsecured Debt..
KCP&L
--Outlook,
'Senior Secured Debt
Senior Unsecured Debt
Commercial Paper

Moody's

Standard

Investors Service

and Poor's

Negative

"

Stable
1 3BBB
BB+

-

Bal,
Baa2
Stable
_A2
A3
P-2

BBB-

.

Stable
BBB1
133BBB
A-2

The ratings presented reflect the current views of these rating agencies and are subject to change. The
companies view maintenance of strong credit ratings as being extre'mely important and to that end an
active and ongoing dialogue is maintained with the agencies with respect to the companies' results of,
operations, financial position, and future prospects.
None of the companies' outstanding debt, except for the notes associated with affordable housing
investments, requires the acceleration of interest and/or principal payments in the event.of a ratings
downgrade, unless the downgrade occurs in the context of a merger, consolidation or sale. In the.
event of a downgrade, the companies and/or their subsidiaries may be subject to increased interest
costs on their credit facilities. Additionally, in KCP&L's bond insurance policies on its secured 1992'"
series EIRR bonds totaling $31.0 million, its Series 1993A and 1993B EIRR bonds totaling ,$79.5 million
and its securedand unsecured EIRR Bonds Series 2005 totaling $35.9 million and $50.0 million,.
respectively,. KCP&L has agreed to limits on itsability to issue additioal mortgage bonds based on the
mortgage bond's credit ratings'. SeeNote 19 to the consolidated financial statements.
Strategic Energy Supplier Concentration and Credit
Strategic Energy enters into forward physical contracts with multiple suppliers. At December 31, 2005,
StrategicEnergy's five largest suppliers under forward supply contracts represented 76% of the total.'
future dollar' committed purchases. Four of Strategic Energy's five largest suppliers, or their
guarantors, are rated investment grade; and thee non-investment' grade rated supplier collateralizes itss
positionwith Strategic Energy. In the event of Supplier non-delivery or default, Strategic Energy's
results of operations could be affected to the extent the cost of replacement power exceeded the
combination of'the contracted price with the supplier and the amount of collateral held by Strategic
Energy to mitigate its credit risk with the supplier. In addition to the collateral, if any, that the suoplier
provides, Strategic Energy's risk may be further mitigated by the obligation of the supplier to make a
default payment eqUai to t6e shortfall and to pay liquidated damages in the event of a failure to deliver
power. There is no assurance that the supplier in such an instance would make the default paymnent
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and/or pay liquidated damages. Strategic Energy's results of operations could also be affected, ina
a
given period, if it were required to make a payment upon termination of a supplier contract to the extent
the contracted price with the -supplier exceeded the market value of the contract at the time of
termination.
The following tables provide information, on StrategicEnergy's credit exposure to suppliers; net of
collateral, as of December 31, 2005.

Rating
Externalrating
Investment Grade
Non-Investment Grade
Internalrating
Investment Grade

Non-Investment Grade

Total

Exposure
Before Credit -Credit
Collateral
Collateral
(millions)
$ 205.3
$ 88.5
37.331.2
'30
9.7,

$ 255.3

Net
Exposure
$ 116.8
6.1
3.0

-

5.7

$ 125.4

,

4.0

$ 129.9

Number Of
Counterparties
Greater Than
'10% Of Net
Exposure
'3

Net Exposure Of
Counterparties
Greater Than
10%'of Net
Exposure
(millions)
$ 84.5

-

..-

3

$

84.5

Maturity Of Credit Risk ,Exposure Before Credit Collateral
Less Than
Total
Rating
2 Years
2 - 5 Years
Exposure
Externalrating
(millions)
Investment Grade,'
$ 205.9
$
(0.6)
$ 205.3
Non-Investment Grade
30.9
6.4
37.3
Internalrating
Investment Grade
2.9
0.1
3.0
Non-Investment Grade
.... ,.-7.8
1.9
9.7
Total
$ 247.5
$
7.8
$ 255.3

External ratings are determined by using publicly available credit ratings of the counterparty. If a
counterparty has provided a guarantee by a higher rated entity, the determination has been based on
the rating of its guarantor. -nternal ratings are determined by, among other things, an analysis of the
counterparty's financial statements and consideration of publicly available credit ratings of the
counterparty's parent. Investment grade counterparties are those with a minimum senior unsecured
debt rating of BBB- from Standard & Poor's or Baa3 from Moody's Investors Service. Exposure before
credit collateral has been calculated considering all netting agreements in place, netting accounts
payable and receivable exposure with net mark-to-market, exposure. Exposure before credit collateral,
after consideration of all netting agreements, is impacted significantly by the power supply volume
undercontract with a given counterparty and the relationship between current market prices and
contracted power supply prices. Credit collateral includes the amount of cash deposits and letters of
credit received from counterparties. Net exposure has only been calculated for those counterparties to
which Strategic Energy is exposed and excludes counterparties exposed to Strategic Energy.
In December 2005, Calpine Energy Services filed a motion in bankruptcy court seeking to reject a
power sales agreement with Strategic Energy. A district court held that FERC, not the court, had
jurisdiction over the agreement., The matter is currently pending at FERC. Strategic Energy has
adequate supply in its existing portfolio to cover its position in the event the agreement is rejected and
any rejection is not expected to materially affect its results of operations.
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At December 31, 2005, Strategic Energy had exposure before collateral to non-investment grade .
counterpartiestotaling $47.0 million, of which 82% is scheduled to mature in less than two years., In
addition, Strategic Energy held collateral totaling $36.9 million limiting its exposure to these noninvestment grade counterparties to $10.1 million.
Strategic Energy contracts with national and regional counterparties that have direct supplies and
assets in the region of demand. Strategic Energy also manages its counterparty portfolio through
disciplined margining, collateral requirements and contract-based netting of credit exposures against
payable balances.
Supplemental Capital Requirements and Liquidity Information
The information in the following tables is provided to summarize cash obligations and commercial
commitments.
GreatPlainsEnergy ContractualObligations
Payment due by period
2006
2007
Long-term debt
Principal
$ 1.7- $226.1
Interest
67.4.
51.2
Lease obligations
17.1
15.4
Pension plans

20.0

Purchase obligations
Fuel
Purchased capacity
Purchased power... .

107.9
5.4
.423.4

Other

-2008
$

2009
2010
(millions)

0.3

$163.6

47.6
14.9

47:6
10.7

-

-

$

After 2010
$

47.6
8.4

755.3

541.1
.91.0

$1,147.0
802.5
157.5
20.0

-

99.9 .91.5._
6.8
7.8
135.6
'46.4

Total

46.0'
8.2
21.8'

32.3
5.4
18.0

37.7
18.6
-

415.3
52.2
645.2

33.6

5.6

2.9

-

$676.5

$540.6

$211.4

$297.9

$111.7-

$1,443.7

$3,281.8

ConsolidatedKCP&L ContractualObligations
Payment due by period
2006
2007

2008

2009

2010

After 2010

Total

Total contractual obligations

Long-term debt
Principal

.
$

-

Interest
Lease obligations

54.2
15.9

Pension plans

20.0

Purchase obligations
Fuel
Purchased capacity
Other

Total contractual obligations

107.9
5.4
33.6

$237.0

: I' I
$225.5
$

43.4
14.4,

-

- (millions)
$
$

40.6
14.0

,40.6
10.5

.-

99.96.8
5.6

$395.6

2,9

-

$

-

46.0
8.2

32.3
5.4

$105.3

$ 86.7

.

-

40.6
8.4

-

91.5
7.8
$156.8

-

-

42.1

755.3

$ 980.8

541.1
91.0

760.5
154.2-

-

37.7,
18.6
-

$1,443.7

20.0

- 415.3
52.2
42.11

$2,425.1

Long-term debt includes current maturities. Long-term debt principal excludes $1.8 million discount on
senior notes and the $2.6 million liability for the fair value adjustment to the EIRR bonds related to
interest rate swaps. FELINE PRIDES senior notes totaling $163.6 million mature in 2009, but must be
remarketed between August 16, 2006 and February 16, 2007. Variable rate interest obligations are
based on rates as of December 31, 2005. See Note 19 to the consolidated financial statements for
additional information.,
-

Lease obligations include capital and operating lease obligations; capital lease obligations are $0.2
million per year-for the years 2006 through 2010 and total $3.9 million after 2010. Lease obligations,
also include railcars to serve jointly-owned generating units where KCP&L is the managing partner.
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KCP&L will be reimbursed by the other owners for approximately $2.0 million per year ($22.7 million
total) of the amounts included in the table above. See Note 13 to the consolidated financial statements
for~additional information regarding contractual commitments.
The Company expects to contribute $20.0 million to.the plans in 2006, which includes $6.0 million to
meet ERISA funding requirements, all of which will be paid by KCP&L. Minimum ERISA funding
requirements for future periods after 2006-are not yet known.
Fuel represents KCP&L's 47% share of Wolf Creek nuclear fuel commitments, KCP&L's share of coal
purchase commitments based on estimated prices to supply coal for generating plants and KCP&L's
share of rail transportation commitments for moving coal to KCP&L's generating units.
KCP&L purchases capacity from other utilities and nonutility suppliers. Purchasing capacity provides
the option to purchase energy if needed or when market prices are favorable., KCP&L has capacity
sales agreements not included above that total $11.4 million for 2006, $11.2 million per year for 2007
through. 2010 and $12.3 million after 2010."
Purchased power represents Strategic Energy's agreements topurchase electricity at various fixed
prices to meet estimated supply requirements. Strategic Energy has firm energy sales contracts not
included above for 2006 and 2007 totaling $41.1 million and $4.2 million, respectively.
Other purchase obligations represent individual commitments entered into in the ordinary course of
business.
Strategic Energy has entered into financial swaps in certain markets to limit the unfavorable effect that
future price increases will have on future electricity purchases. These financial swaps settle during the
same period as power flows to the retail customer and could result in a cash obligation or a cash
receipt. Due to the uncertainty of the future cash flows, these financial swaps have been omitted from
the table above.
Great Plains Energy and consolidated KCP&L have long-term :liabilities recorded on their consolidated
balance sheets at December 31, 2005, under GAAP that do not have a definitive cash payout date and
are not included in the table above. Off-Balance .Sheet Arrangements
In the normal course of business, Great Plains Energy-and certain of its subsidiaries enter into various
agreements providing financial or performance assurance to third parties on behalf of certain . subsidiaries. Such agreements include, for example, guarantees, stand-by letters of credit and surety
bonds. These agreements are entered into primarily to support or enhance the creditworthiness
otherwise attributed to a subsidiary on a stand-alone basis, thereby facilitating the extension of
sufficient credit to accomplish the subsidiaries' intended business purposes. The information in the
following table is provided to summarize these agreements..
Other CommercialCommitmentsOutstanding
Amount of commitment expiration per period
2006
,2007
2008
2009
2010 After 2010 Total
(millions)

Great Plains Energy Guarantees
Consolidated KCP&L Guarantees

$123.0
1.0

$ 1.0
1.0
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$ 1.0
1.0

$ 0.9
0.9

$

-

$ -

$125.9
3.9

KCP&L is contingently liable for guairanteed -energy savings under an agreement with a customer,' ;I-_'
.
i
A
guaranteeing an aggregate value of apprdximately $3.9 million 'Overthe next fofir years. A
subcontractor would indemnify KCP&L for any payments rmade by.KCP&L under this guarantee. 'Great
Plains Energy has provided $122.0 million of guarantees to support certain Strategic Energy power
purchases and regulatory requ'iremefitý. At'Decenrber 31i2005,giaiantees related to Strategic Energy are as f6llow~s:

.0

''

Great Plains Energy direct guarantees t6ocounterpartie• totaling $58.0 millioln,;' which eexpire in-

*

2006,

. ,

_

miGreat Plain,s Energ-yxprovidesindemnifications to the issuers of sbrety.b5nds totaling$0.5,
Great Plains Energy guarantees related to letters of credit totaling $25.0 million, which expire in

*

:2006 and

,r r

'

...

Great Plain's Energy letters'of credit totaling $38.5 million.

.,

.

.

.

'.

.

...

The table above does not include guarantees related to bond insurance policies that KCP&L has as a"
credit enhancement to its secured 1992 series EIRR bonds totaling $31.0 million, its Series 1993A and
1993B EIRR bonds totaling $79.5 million and EIRR Bond Series}'2005 totaling $85.9 million. Theinsurance agreement between KCP&L and the issuer of the bond insurance policies provides for
reimbursement by KCP&Lfor any amou6nt the insurer. laysiunder the b6nd insurance policies.'
ITEM 7A. -QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
In the normal course of business, Great Plains Energy and consolidated KCP&L face risks that are
either non-financial or non-quantifiable., Suchrisks principally include business, legal;operations and6.
credit risks and are not represented in the following analysis.-:'See Item 1A. Risk Factors and Item.-7
MD&A for further discussion of the companies'. risk factors..
Great Plains Energy and consolidated KCP&L are exposed to market risks associated with commodity
price and supply, interest rates and equity prices. Management has established risk management
policies and strategies to reduce the potentially adverse effects the volatility of the-markets may have
on its operating results.--. During the normal course of business, under the'direction and control of -,internal risk management committees, the companies' hedging strategies are reviewed to determine
the hedging approach deemed appropriate based upon the circumstances of each situation. Though
management believes its risk management practices to be effective, it is not possible to identify and
eliminate all risk. The companies could experience losses, whichcould have a material adverse effect
on its results of operationsbr financial position' due to many factor's, including unexpectedly large or
rapid movements or disruptions in the energy markets,'from regulatory-driven market rule changes'.
I
',
and/or bankruptcy or non-performanceof customers or counterparties.
Derivative instruments are frequently utilized to' execute risk management and hedging strategies.:
Derivative instruments, such as futures, forward contracts, swaps or options, derive their value from
underlying assets, indices, reference rates or a combination of these factors. These derivative
instruments include negotiated contracts, which are referred to as over-the-counter derivatives and
instruments listed and traded on an exchange.. The companies maintain commodity-price risk
management strategies that use derivative instruhmentsto minimize significant, unanticipated net
.
..
" ..
income fluctuaitions caused by commodity price volatility.
,

.-'

"

*

;
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Interest Rate Risk
Great Plains Energy and consolidated KCP&L manage interest expense and short and long-term
liquidity through a combination of fixed and variable rate debL Generally, the amount of each type of
debtris managed through market issuance, but interest rate swap and cap agreements with highly rated
financial institutions may be used to achieve the desired combination.! Using outstanding balances and
annualized interest rates as of December 31, 2005, a hypothetical 10% increase in the interest rates
associated with long-term variable rate debt would result in an increase of less than $1.1 million in
interest expense for 2006.: Additionally, interest rates impact the fair value of long-term debt. Also,
KCP&L had $31.9 million of commerciarpaper outstanding at December 31,'2005. The principal
amount, which will vary during the year, of the commercial paper will drive KCP&L's commercial paper
interest expense. Assuming that $31.9 million of commercial paper was outstanding for all of 2006,,a
hypothetical 10% increase in commercial paper rates would result in an increase of less than $0.2 ?
million in interest expense for 2006. A change in interest rates would impact the Company to the extent
it redeemed any of its outstanding long-term debt. Great Plains Energy's and consolidated KCP&Us
book values of long-term debt-were 1% below fair valuesat December 31, 2005.
Commodity Risk
KCP&L and Strategic Energy engage in the wholesale and retail marketing of electricity and are
exposed to risk associated with the price of electricity.
KCP&L's wholesale operations include the physical delivery and marketing of power obtained through
its generation capacity and long, intermediate and short-term capacity or power purchase agreements.
The agreements contain penalties for non-performance to limit KCP&L's energy price risk on thecontracted energy. KCP&L also enters into additional power purchase agreements withthe objective of
obtaining the most economical energy-to meet-its physical deliveryobligations to customers- KCP&L is
required to maintain a capacity margin of at least 12% of its peak summer demand.- This net positive
supply of capacity and energy is maintained through its generation assets and capacity and power
purchase agreements to protect it from the potential operational failure of one of its power generating
units. KCP&L continually evaluates the need for additional risk mitigation measures in order to - I , .
minimize its financial exposure to, amongother things, spikes in wholesale power prices during periods
of high demand.

.

.

,

.

KCP&L's sales include the sales of electricity to its retail customers and bulk power sales of electricity
in the wholesale market. KCP&L continually evaluates its system requirements, the availability of
generating units, availability and cost of fuel supply, the availability and cost of purchased power and
the requirements of other electric systems; therefore, the impact of the hypothetical amounts that follow
could be significantly reduced: depending on the system requirements and market prices at the time of
the increases. A hypothetical 10% increase in the market price of power could result in a $5.3 million
decrease in operating income for 2006 related to purchased power. In 2006, approximately 77% of
KCP&L's net MWhs generated are expected to be coal-fired. KCP&L currently has all of its coal
requirements for 2006 under contract. A hypothetical 10% increase in the market price of coal could
result in less than a $1.0 million increase in fuel expense for 2006. KCP&L has also implemented price
risk mitigation measures to reduce its exposure to high natural gas prices. A hypothetical 10% increase
in natural gas and oil market prices could result in an increase of $2.4 million in fuel expense for 2006.
At December 31, 2005, KCP&L did not have any of its 2006 projected natural gas usage for generation
requirements to serve retail load and firm MWh sales hedged. KCP&L had slightly under half of its
2005 projected natural gas usage for generation requirements to serve retail load and firm MWh sales
hedged at December 31, 2004.
Strategic Energy maintains a commodity-price risk management strategy that uses derivative
instruments including forward physical energy purchases, to minimize significant, unanticipated net
income fluctuations caused by commodity-price volatility. In certain markets where Strategic Energy
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operates, entering into forward fixed price contracts is cost prohibitive. Financial derivative instruments,
including swaps, are used to limit the unfavorable effect that price increases will have on electricity
purchases,, effectively fixing the future purchase price of electricity for the applicable forecasted usage
and protecting Strategic Energy from significant price volatility.- A hypothetical 10% increase in the'costof purchased power could result in less than $2.2 million increase in purchased power expense for;,.,
2006..
Strategic Energy has historically utilized certain derivative instruments to'protect against significant
price volatility for purchased power that have qualified for the NPNS exception, in accordance with."
SFAS No. 133, as amended., However,,as certain markets continue to develop, some'derivative
instruments may no longer qualify for,the NPNS exception. As such, Strategic Energy is designating
these derivative instruments as cash flow hedges, where appropriate, which could result in future ,
increased volatility in derivative assets and liabilities, OCI and net income above levels historically
experienced. Derivative instruments that were designated as NPNS are accounted for by accrual
accounting, which requires the'effects of.the derivative to be recorded when the derivative contract
settles. Accordingly, the increase in derivatives accounted for as cash flow hedges, and the
corresponding decrease in derivatives accounted for as NPNS transactions, may affect the timing and,,,
nature of accounting recognition; but does not change the'underlying economics of the transactions.
Investment Risk
KCP&L maintains trust funds, as required by the NRC, to fund its share of decommissioning the Wolf)**
Creek nuclear power plant.- ,As of December 31, 2005, these funds were invested primarily in domestic,
equity securities and fixed income securities and are reflected atfair value on KCP&L's balance sheets:.
The mix of securities is designed to provide returns to be used to fund decommissioning and to ; :,:",
compensate for.inflationary increases in decommissioning costs; however, the equity securities in the
trusts are exposed to price fluctuations in equity markets and the value of fixedrate fixed income
securities are exposed to changes in interest rates. A hypothetical increase in interest rates resulting in
a hypothetical 10% decrease in the value of the fixed income securities would have resulted in a $4.2 .
million reduction in the value of the decommissioning trust funds at December 31, 2005.. A'hypothetical
10% decrease in equity prices would have -resulted in a $4.4'million reduction in:the fair value'of the'
equity securities at December 31, 2005. KCP&L's exposure to investment risk associated with the-..
decommissioning trust funds is in large part mitigated due to the fact that KCP&L is currently allowed to
,
recover its decommissioning costs in its rates.
KLT Investments has affordable housing notes that require the greater of 15% of the outstanding note
balances or the next annual installment to be held as cash; cash equivalents or marketable securities., A hypothetical 10% decrease in market prices of the securities held as collateral could :result in a
decrease of less than $1.0'million in pre-tax net income for 2006.
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ITEM 8. CONSOLIDATED FINANCIAL STATEMENTS
GREAT PLAINS ENERGY
Consolidated Statements of Income

Year Ended December 31
Operating Revenues
Electric revenues - KCP&L
Electric revenues - Strategic Energy
Other revenues
Total
Operating Expenses
Fuel
Purchased power - KCP&L
Purchased power - Strategic Energy
Other
Maintenance
Depreciation and amortization
General taxes
(Gain) loss on property
Total
Operating income
Non-operating income
Non-operating expenses
Interest charges
Income from continuing operations before income taxes, minority
interest in subsidiaries and loss from equity investments
Income taxes
Minority interest in subsidiaries
Loss from equity investments, net of income taxes
Income from continuing operations
Discontinued operations, net of income taxes (Note 8)
Net income
Preferred stock dividend requirements
Earnings available for common shareholders

2005
2004
2003
(thousands, except per share amounts)
$ 1,130,792
$ 1,090,067
$ 1,054,900
1,471,490,
,1,370,760
1.089,663
3,482
3,191
2,600,
2,604,882
2,464,018
2,148,045

$

Average number of common shares outstanding

207,875
61,263
1,368,419
327,749
90,350
153,080
109,436
3,544
2,321,716
283,166
19,505
(16,745)
(73,787)

179,362
•52,533
1,247,522
324,237
.83,603
150,071
102,756
5,133
.2,145,217
318,801
6,799
(15,184)
(83,030)

160,327
53,163
968,967
295,383
85,416
142,763
98,461
(23,703)
1,780,777
367,268
7,414
(20,462)
(76,171)

212,139
(39,691)
(7,805)
(434)
164,209
(1,899)
162,310
1,646
160,664

227,386
(54,451)
2,131
(1,531)
173,535
7,276
180,811

278,049
.(78,565)
(7,764)
(2,018)
189,702
(44,779)
144,923
1,646
143,277

1,646

$

179,165

74,597,

Basic and diluted earnings (loss) per common share
Continuing operations
Discontinued operations
Basic and diluted earnings per common share

$

Cash dividends per common share

72,028

$

$

2.18
(0.03)
2.15

$

1.66

69,206

$

$

2.39
0.10
2.49

$

2.72
(0.65)
2.07

$

1.66

$

1.66

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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GREAT PLAINS ENERGY
Consolidated Balance Sheets,- .
"
'

ASSETS
Current Assets
Cash and cash equivalents
;Restricted cash
Receivables, net:
Fuel inventories, at average cost
Materials and supplies, at average cost.

Deferred income taxes

December 31

2004

(thousands)

$S..... 1.03,068
1,900
259,043
17,073
57,017

oI

7,700

54,432
13,065
"749
6,372
14,485
492,237

627
39,189
13,001
490,918,

Total
Nonutility Property and Investments
Affordable housing limited partnerships

I

:_

41,317
84,148
32,739'
7B158,204";

28,214
91,802
a
17,291
137,307

Nuclear decommissioning trust fnd
Other
1 Total,

;'127,126

247,184

----

Assets of discontinued operations
Derivative instruments
Other
*

2005

Utility Plant, at Original Cost

.

Electric
Less-accumulated depreciation
Net utility plant in service'.
Construction.work in progress
Nuclear fuel, net of amortization of $115,240 and $127,631
Total
Deferred Charges and Other Assets
Regulatory assets
Prepaid pension costs
Goodwill
* Derivative instruments
'Other
Total
*
Total
.

4,959,539
2,322,813
2,636,726
100,952
27,966
2,765,644

4,841,355
2,196,835
2,644,520
531821
-36,109
'2,734,450

i44,345 :

179,922

. 11:9,811

98,295
87,624
21,812.
52,204
439,857
$ 3,833,726

-

'86,767
:,.2,275
60,812
-414,010'" $ 3,798,901:

The accompanying Notes to Consolidated Financial Statements are an integral part.of these statements. , _
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GREAT PLAINS ENERGY
, Consolidated Balance Sheets
December 31
2005

2004
(th ousands)

LIABILITIES ANDCAPITALIZATION
Current Liabilities
Notes payable
Commercial paper
Current maturities of long-term debt
EIRR bonds classified as current
Accounts payable
Accrued taxes.
Accrued interest
Accrued payroll and vacations
Accrued refueling outage costs
Deferred income taxes
Supplier collateral

$

6,000

$

31,900
1,675

253,230
85,922
199,952
46,993
11,598
32,462
13,180

231,496
37,140
13,329
36,024
8,974
1,351
1,900

Liabilities of discontinued operations
Derivative instruments
Other

Total
Deferred Credits and Other Liabilities
.
Deferred income taxes
Deferred investment tax credits
Asset retirement obligations:,
Pension liability
Regulatory liabilities
Derivative instruments
Other
Total
Capitalization
Common shareholders' equity
Common stock-1 50,000,000 shares authorized without par value
74,783,824 and 74,394,423 shares issued, stated value
Unearned compensation,-".
Capital stock premium and expense
Retained eamings
Treasury stock-43,376 and 28,488 shares, at cost
Accumulated other comprehensive loss
TotaIl
Cumulative prefenred stock $,100 par value

64
7,411
25,658

7,700
2,129
2,434
22,497

621,359
29,698
1-45,907
- 87,355.
69,641
7,750
65,787,
1,027,497

632,160
33,587
113,674
95,805
4,101
112
84,311
963,750

- 765,482
(1,393)
(32,112)
-451,491
(856)
(41,018)
1,141,594

777,216
(2,088)
(30,671)
488,001
(1,304)
(7,727)
1,223,427

S10,000
10,000
7,000
-12,000
39,000
956,460'
2,137,054

10,000,
10,000 •

3.80% - 100,000 shares issued

4.50% -100,000 shares issued
4.20% 70,000 shares issued,
4.35% -120,000 shares issued

,*• ,••,'7,000
r

12,000
39,000
'1,140,880
2,403,307

Long-term debt (Note 19).
Total
Commitments and Contingencies (Note 13)
Total

$ 3,833,726

$ 3,798,901

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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20,000

GREAT PLAINS ENERGY
Consolidated Statements of Cash Flows

Year Ended December 31
Cash Flows from Operating Activities
Net income
Adjustments to reconcile income to netcash from operating activities:
Depreciation and amortization
Amortization of:
Nuclear fuel
Other
Deferred income taxes, net
Investment tax credit amortization
Loss from equity investments
(Gain) loss on property I
Minority interest in subsidiaries
Other operating activities (Note 2)
INet cash from operating activities
Cash Flows from Investing Activities
Utility capital expenditures
Allowance for borrowed funds used during construction
Purchases of investments
Purchases of nonutility property.
Proceeds from sale of assets and investments
Purchases of nuclear decommissioning trust investments
Proceeds from nuclear decommissioning trust investments
Purchase of additional indirect interest in Strategic Energy
Hawthorn No. 5 partial insurance recovery
Hawthorn No. 5 partial litigation settlements
Other investing activities
Net cash from investing activities
Cash Flows from Financing Activities
Issuance of common stock
Issuance of long-term debt
Issuance fees
Repayment of long-term debt
Net change in short-term borrowings
Dividends paid
Other financing activities
Net cash from financing activities
Net Change in Cash and Cash Equivalents
Less: Net Change in Cash and Cash Equivalents from
Discontinued Operations
Cash and Cash Equivalents at Beginning of Year
Cash and Cash Equivalents at End of Year

2005
•-

(thousands)

$ 144,923

$ 162,310

$ 180,811

153,080

150,090

143,712

13,374
10,580
(23,021)
(3,889)
434
3,295
7,805
92,923
,416,891.

14,159
11,827

-12,334
11,626
17,058
(3,994)
2,018
30,797
7,764
20,857
387,095

(327,283)
....(1,598)
•(14,976)

(930)
(327,823)

(190,548)
(1,498)
(35,003)
,(6,108)67,457.
(49,720)
46,167,
(90,033)-30,810
1,139
(7,081)
(234,418),

9,061
334,417
(4,522)
(339,152)
17,900
(125,484)
(5,975)
(113,755)
(24,687)

153,662 . - [.
163,600 .
(14,496)1
(266)
(213,943)
(133,181)
(67,000):
42,320
(120,806)
(116,527)
(7,309)
, (7,598)
(106,292)(215,252)
.13,360
48,794

(6,853)
17,369
(34,607)
31,055
10,000
I

-

30,319
(3,984)
1,;531
(9,686);
(2,131)
(18,866)
354,070

(626)
127,129
$ 103,068

458
114,227
$ 127,129

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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Revised
2003

Revised
2004

(148,675)
(1,368)
(22,746)
33,277
(111,699)
108,179
3,940
17,263
(1,220)
(123,049)

73
2
65,506
$ 114,227

GREAT PLAINS ENERGY
Consolidated Statements of Common Shareholders' Equity
2005
Amount

Shares
Common Stock
74,394,423
Beginning balance
313,026
Issuance of common stock
76,375
Issuance of restricted common stock
74,783,824
Ending balance
Unearned Compensation
Beginning balance
Issuance of restricted common stock
Forfeiture of restricted common stock
Compensation expense recognized
Ending balance
Capital Stock Premium and Expense
Beginning balance
Issuance of common stock
Equity compensation expense
FELINE PRIDESsM purchase contract
adjustment, allocated fees and expenses
Other
Ending balance
Retained Earnings
Beginning balance
Net income
Loss on reissuance of treasury stock
Dividends:
Common stock
Preferred stock - at required rates
Performance shares
Options
Ending balance
Treasury Stock
(28,488)
Beginning balance
(18,385)
Treasury shares acquired
3,497
Treasury shares reissued
(43,376)
Ending balance
Accumulated Other Comprehensive Loss
Beginning balance
Derivative hedging activity, net of tax
Minimum pension obligation, net of tax
Ending balance
Total Common Shareholders' Equity

$

765,482
9,400
2,334
777,216

2004
Amount
Shares
(thousands, except share amounts)
$ 611,424.
69,259,203
153,662
5,121,887
396
13,333
74,394,423
765,482

2003
Shares

Amount

69,196,322
62,881
69,259,203

$ 609,497
-

1,927
611,424

(1,393)
(2,434)
324
1,415
(2,088)

(1,633)
(396)

(1,927)

636
(1,393)

294
(1,633)

(32,112)
1,394

(7,240)
(5,434)
181

(7,744)

47
(30,671)

(19,603)
(16)
(32,112)

451,491
162,310
-

391,750
180,811
(193)

363,579
144,923
-

(123,838)
(1,646)
(260)
(56)
488,001

(119,160)
(1,646)

(114,881)
(1,646)
(225)
391,750

(856)
(553)
105
(1,304)
(41,018)
28,397
4,894
(7,727)
$ 1,223,427

61
(7,240)

(71)
451,491
(121)
(1,645)
910
(856)

(3,265)
(54,683)
29,460
(28,488)

(36,886)
931
(5,063)
(41,018)
$ 1,141,594

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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443

(152)
(85,000)
81,887
(3,265)

(4)
(2,332)
2,215
(121)
(25,858)
(598)
(10,430)
(36,886)
$ 957,294

GREAT PLAINS ENERGY
Consolidated Statements of Comprehensive Income

Year Ended December 31.
,-•
Net income
Other comprehensive income
Gain on derivative hedging instruments
Income taxes
Net gain on derivative hedging instruments
Reclassification to expenses, net of tax
Derivative hedging activity, net of tax
Change in minimump ension obligation -..
Income taxes Net change in minimum pension obligation
Comprehensive income

2005
,(thousands)
$ 162,310

84,070 ...
(34,718)
49,352
(20,955)
28,397
8,722
(3,828)
4,894
$ 195,601

2004
$

180,811

$

144,923.

2,649
(1,126)
1,523
(592)

7,712
(3,359)
4,353
'(4,951)

931
(7,624)
- 2,561
(5,063)
$ 176,679

(17,100)
* 6,670
-ýi,(10,430)
$ ;.133,895

The accompanying Notes to Consolidated Financial Statements are an Integral part of these statements.
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2003

(598)

KANSAS CITY POWER & LIGHT COMPANY
Consolidated Statements of Income

2005

Year Ended December 31
Operating Revenues
Electric revenues
Other revenues
Total
Operating Expenses
Fuel
Purchased power
Other
Maintenance
Depreciation and amortization
General taxes
(Gain) loss on property
Total
Operating income
Non-operating income
Non-operating expenses
Interest charges
Income from continuing operations before
income taxes and minority interest in subsidiaries
Income taxes
Minority interest in subsidiaries
Income from continuing operations
Discontinued operations, net of Income taxes (Note 8)
Net income

$ 1,130,792
113
1,130,905

$

2004
(thousands)
$ 1,090,067
1,568
1,091,635

2003

$ 1,054,900
2,101
1,057,001

207,875
61,263
265,707
90,321
146,610
104,823
4,613
881,212
249,693
16,104
(4,281)-(61,841)

179,362
"52,533
259,699
83,535
145,246
98,984
5,133
824,492
267,143
5,402
(7,407)
(74,170)

160,327
53,163
241,701
85,391
140,955
95,590
(1,603)
775,524
281,477
5,251
(8,280)
(70,294)

199,675
(48,213)
(7,805)
143,657

190,968
(52,763)
5,087
143,292

208,154
(83,572)
1,263
125,845
(8,690)
117,155

143,657

$

143,292

$

The disclosures regarding KCP&L included in the accompanying Notes to Consolidated Financial Statements are an integral
part of these statements.
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KANSAS CITY POWER & LIGHT COMPANY
. Consolidated Balance Sheets ',I
December 31
2004

2005
ASSETS
Current Assets
Cash and cash equivalents
Receivables, net
Fuel inventories, at average cost
Materials and supplies, at average cost
-:Deferred income taxes
-Prepaid expenses
Derivative instruments
Total
Nonutility Property and Investments
Nuclear decommissioning trust fund
.Other
Total
Utility Plant, at Original Cost

(thousands)

$

$

2,961
70,264
17,073
57,017
8,944
11,292
-

167,551
91,802
7,694
99,496

.

51,619
63,366
21,121
54,432
12,818
12,511
363
216,230
84,148
20,576
104,724

-Electric

4,959,539

4,841,355.

Less-accumulated depreciation
Net utility plant in service
Construction work in progress
Nuclear fuel, net of amortization of $115,240 and $127,631
Total
Deferred Charges and Other Assets
Regulatory assets
Prepaid pension costs
Derivative instruments
Other
Total
Total

2,322,813
2,636,726
100,952
27,966
2,765,644

2,196,835
2,644,520
53,821
36,109
2,734,450

179,922
98,002

144,345
116,024
674
20,947
281,990
$ 3,337,394

-

27,905
305,829
$ 3,338,520

The disclosures regarding KCP&L included in the accompanying Notes to Consolidated Financial Statements are
an integral part of these statements.
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KANSAS CITY POWER &-LIGHT COMPANY
- :..'Consolidated Balance Sheets
December 31
2004

2005
LIABILITIES AND CAPITALIZATION
Current Liabilities
Notes payable to Great Plains Energy
Commercial paper
Current maturities of long-term debt
EIRR bonds classified as current
Accounts payable
Accrued taxes
Accrued interest
Accrued payroll and vacations
Accrued refueling outage costs
Other
Total
Deferred Credits and Other Liabilities
Deferred income taxes
Deferred investment tax credits
Asset retirement obligations
Pension liability
r
Regulatory liabilities
Derivative instruments
Other
Total
Capitalization
Common shareholder's equity,
Common stock-I,000 shares authorized without par value
I share issued, stated value
Retained earnings
Accumulated other comprehensive loss
Total
Long-term debt (Note 19) .
Total
Commitments and Contingencies (Note 13)
Total

-(thousands)

$

500

$

24

31,900

106,040
27,448
11,549
27,520
8,974
8,600
222,531
627,048
29,698
145,907
85,301
.69,641
2,601
-38,387
998,583

887,041
283,850
(29,909)
1,140,982
976,424
2,117,406
$ 3,3380520

250,000
85,922
84,105
34,497
9,800
22,870
13,180
8,327
508,725
654,055
33,587
113,674
90,491
4,101
42,832
938,740

887,041
252,893
(40,334)
1,099,600
790,329
1,889,929
.$ 3,337,394

The disclosures regarding KCP&L included in the accompanying Notes to Consolidated Financial Statements are
an integral part of these statements.
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KANSAS CITY POWER & LIGHT COMPANY
Consolidated Statements of Cash Flows

Year Ended December 31
Cash Flows from Operating Activities
Net income
Adjustments to reconcile income to net cash from operating activities:
Depreciation and amortization
Amortization of:
Nuclear fuel
Other,
Deferred income taxes, net
Investment tax credit amortization
(Gain) loss on property
Minority interest in subsidiaries
Other operating activities (Note 2)
Net cash from operating
activities
Cash Flows from Investing Activities
Utility capital expenditures
Allowance for borrowed funds used during construction
Purchases of nonutility property
Proceeds from sale of assets
Purchases of nuclear decommissioning trust investments
Proceeds from nuclear decommissioning trust investments
Hawthorn No. 5 partial insurance recovery
Hawthom No. 5 partial litigation settlements
Other investing activities
Net cash from investing activities
Cash Flows from Financing Activities
Issuance of long-term debt
Repayment of long-term debt
Net change in short-term borrowings
Dividends paid to Great Plains Energy
Equity contribution from Great Plains Energy
Issuance fees
Net cash from financing activities
Net Change In Cash and Cash Equivalents
Less: Net Change in Cash and Cash Equivalents from
Discontinued Operations
Cash and Cash Equivalents at Beginning of Year
Cash and Cash Equivalents at End of Year

Revised
2003

$ 143,657

2004
.(thousands)
$ 143,292

$ 117,155

146,610

;1:45,246

:140,955

2005

13,374
7,681
(33,408)
(3,889)
4,613
7,805'.
79,043
365,486

-1.14,159
7,719,,
10,861
(3,984)
5,133
(5,087)

12,334
9,350
34,285

316,259

(3,994)
(1,603)
(1,263)
(24,627)
282,592

(332,055)
(1,598)
(127)
469
(34,607)
31,055
10,000
(930)
(327,793)

(190,548)
(1,498)
(254)
7,465
(49,720)
46,167
30,810
1,139
(7,100)
(163,539)

(148,675)
(1,368)
(147)
4,135
(111,699)
108,179
3,940
17,263
(4,045)
1(32,417)

.(1,080)

334,417
(335,922)
32,376
(112,700)

-

(4,522)
(86,351)
(48,658)

(209,140)
(21,959)
(119,160)
225,000
(2,362)
(127,621)
25,099

51,619
2,961

26,520'
51,619

-

-

(124,000)
(1,867)
(98,000)
100,000
(266)
(124,133)
26,042

-

$

$

$

(307)
171
26,520

The disclosures regarding KCP&L included in the accompanying Notes to Consolidated Financial Statements are an integral
part of these statements.
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II KANSAS CITY POWER & LIGHT,COMPANY
Consolidated Statements nf Common Shareholder's Equity
Shares
Common Stock
Beginning balance
Equity contribution from Great Plains Energy
Ending balance
Retained Earnings
Beginning balance
Net income
Dividends:
Common stock held by Great Plains Energy
Ending balance
Accumulated Other Comprehensive Loss
Beginning balance
Derivative hedging activity, net of tax
Minimum pension obligation, net of tax
Ending balance .
Total Common Shareholder's Equity

1
1

2005
Amount
$

2004
Shares Amount
Shares
(thousands, except share amounts)
887,041.
-1
$ 662,041
1
- 225,000
887,041
1
887,041
1

2003
Amount

$

562,041
100,000
662,041

252,893
143,657

-228,761
143,292

209,606
117,155

(112,700)
283,850

(119,160)
252,893

(98,000)
228,761

(40,334)
7,571
2,854
(29,909)
$ 1,140,982

(35,244),
(233)
(4,857)
(40,334)
$ 1,099,600

(26,614)
(83)
(8,547)
•(35,244)
$ 855,558

The disclosures regarding KCP&L included in the accompanying Notes to Consolidated Financial Statements are an integral part of these
statements.
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KANSAS CITY POWER & LIGHT COMPANY
Consolidated Statements of Comprehensive Income
Year Ended December 31

2005

Net income
Other comprehensive income
Gain on derivative hedging instruments
Income taxes
Net gain on derivative hedging instruments'
Reclassification to expenses, net of tax
Derivative hedging activity, net of tax
Change in minimum pension obligation
'Income taxes
Net change in minimum pension obligation
Comprehensive income

-2003

$ 143,657

2004
(thousands)
$ 143,292

12,650
(4,759)
7,891
(320)
7,571
5,410
(2,556)
2,854
$ 154,082

280
(111)
169
(402)
(233)
(7,321)
2,464,
(4,857)
$ 138,202

657
(256)
:401
(484)'
(83)
(14,012)
-5,465,
(8,547)
$ 108,525:-

$

117,155

The disclosures regarding KCP&L included inthe accompanying Notes to Consolidated Financial Statements are an
integral part of these statements.
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GREAT PLAINS ENERGY INCORPORATED
KANSAS CITY POWER & LIGHT COMPANY
Notes to Consolidated Financial Statements
The notes to consolidated financial statements that follow are a combined presentation for Great Plains
Energy Incorporated and Kansas City Power & Light Company, both registrants under this filing. The
terms "Great Plains Energy," "Company," "KCP&L" and "consolidated KCP&L" are used throughout this
report. "Great Plains Energy" and the",Company" refer to Great Plains Energy Incorporated and its
consolidated subsidiaries, unless otherwise indicated. "KCP&L" refers to Kansas City Power & Light
Company, and "consolidated KCP&L" refers to KCP&L and its consolidated subsidiaries.
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Organization
Great Plains Energy, a Missouri corporation incorporated in 2001, is a public utility holding company
and does not own or operate any significant assets other than the stock of its subsidiaries. Great
Plains Energy has four direct subsidiaries with operations or active subsidiaries:
*

KCP&L is an integrated, regulated electric utility that provides electricity to customers primarily
in the states of Missouri and Kansas. KCP&L's wholly owned subsidiary, Home Service
Solutions Inc. (HSS) sold its wholly owned subsidiary, Worry Free Service, Inc. (Worry Free) in
February 2005 and completed the disposition of its interest in R.S. Andrews Enterprises, Inc.
(RSAE) in June 2003. See Note 84for additional information concerning the June 2003
disposition of RSAE. After these sales, HSS has no active operations.

•

KLT Inc. is an intermediate holding company that primarily holds, directly or indirectly, interests
in Strategic Energy, IL.C. (Strategic Energy), which provides competitive retail electricity
supply services in several electricity markets offering retail choice, and affordable housing
limited partnerships. KLT Inc. also wholly owns KLT Gas Inc. (KLT Gas). See Note 8 for
additional information-regarding KLT Gas discontinued operations.

*

Innovative Energy Consultants Inc. (IEC) is an intermediate holding company that holds an
indirect interest in Strategic Energy. IEC does not own or operate any assets other than its
indirect interest in Strategic Energy. When combined with KLT Inc.'s indirect interest in
Strategic Energy, the Companyowns just under 100% of the indirect interest in Strategic
Energy.
Great Plains Energy Services Incorporated (Services) provides services at cost to Great Plains
Energy and its subsidiaries,'including'consolidated KCP&L.

*

The operations of Great Plains Energy and its subsidiaries are divided into two reportable segments;
,
KCP&L and Strategic Energy. Great Plains Energy's legal structure differs from the functional
a
not
considered
activities
segments.
Other
its
reportable
management and financial reporting of
reportable segment include the operations of HSS, Services, all KLT Inc. operations other than
Strategic Energy, and holding company operations.
Cash and Cash Equivalents
Cash equivalents consist of highly liquid investments with original maturities of three months or less.
For Great-Plains Energy, this includes Strategic Energy's cash beld in trust of $21.9 million and
$21.0 million at December 31, 2005,and 2004, respectively..
Strategic Energy has, entered into collateral arrangements with selected electricity power suppliers that
require selected customers to remit payment to lockboxes that are held in trust and managed by a
Trustee. As part of the trust administration, the Trustee remits payment to the supplier of electricity
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purchased by Strategic Energy. On a monthly basis, any remittances into the lockboxes in excess of.
disbursements to the supplier are remitted back to Strategic Energy.
Restricted Cash
Strategic Energy has entered into Master Power Purchase and Sale Agreements with its power
suppliers. Certain of these agreements contain 'provisions whereby, to the extent Strategic Energy has
a net exposure to the purchased power supplier, collateral requirements are to be maintained.
Collateral posted in the form of cash to Strategic Energy is restricted by agreement, but would become-;
unrestricted in the event of a default by the purchased power supplier.: Strategic Energy's restricted
cash collateral was $1.9 million and $7.7 million at December 31, 2005 and 2004, respectively.
Fair Value of Financial Instruments
The following methods and assumptions were used to estimate the fair value of each class of financial
instruments for which it is practicable to estimate that value.
Nonutility property and investments - Consolidated KCP&L's investments and nonutility property
includes the nuclear decommissioning trust fund recOrded at fair value. Fair value is based on quoted:
market prices of the investments held by the fund. In addition to consolidated KCP&L's investments,
Great Plains Energy's investments and nonutility property include KLT Investments Inc.'s (KLT
Investments) affordable hbusing limited partnerships. The fair value of KLT Investments' affordable
housing limited partnership total portfolio, based on the discounted cash flows generated by tax credits,
tax deductions and sale of properties, approximates book value. The fair values of bther various
investments are not readily determinable and the investments are therefore stated at cost.
Long-term debt - The incremental borrowing rate for similar debt was used to determine fair value if
quoted market prices were not available. Great Plains Energy's and consolidated KCP&L's book
values of long-term debt were 1% below fair values at December 31, 2005.
Derivative instruments - The fair value of derivative instruments is estimated using market quotes,
over-the-counter forward price and volatility curves and correlation among power and fuel prices, net of
estimated credit risk.
Derivative Instruments
The Company accounts for derivative instruments in accordance with Statement of Financial
Accounting Standards (SFAS) No. 133, "Accounting for Derivative Instruments and Hedging Activities,"
as amended. This statement generally requires derivative instruments to be recorded on the balance
sheet at fair value and establishes criteria for designation and effectiveness of hedging relationships.
The Company enters into derivative contracts to manage its exposure to commodity price fluctuations
and interest rate risk. Derivative instruments designated as normal purchases and normal sales,
(NPNS) and cash flow hedges are used solely for hedging purposes and are not issued or held for
speculative reasons.
The Company considers various qualitative factors, such as contract and market place attributes, in
designating derivative instruments at inception. The Company may elect the NPNS exception, which
requires the effects of the derivative to be recorded as the underlying contract settles.
.
..
The Company accounts for derivative instruments that are not designated as NPNS as cash flow
hedges or non-hedging derivatives, which are recorded as assets or liabilities on the consolidated
balance sheets at fair value. At the inception of a derivative instrument, the Company designates its
derivative instrument as NPNS, a cash flow hedge or a non-hedging derivative under the requirements
of SFAS No. 133. In addition, if a derivativeinstrument is designated as a cash flow hedge, -the
Company documents its method of determining hedge effectiveness and measuring ineffectivenessSee Note 21 for additional information regarding derivative financial instruments and hedging activities.
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Investments in Affordable Housing Limited Partnerships
At December 31, 2005, KLT Investments had $28.2 million in affordable housing limited partnerships.
Approximately 59% of these investments were recorded at cost; the equity method was used for the
remainder. Tax expense is reduced in the year tax credits are generated. The investments generate
future cash flows from tax credits and tax losses of the partnerships. The investments also generate
cash flows from the sales of the properties. For most investments, tax credits are received over ten
years. A change in accounting principle relating to investments made after May 19, 1995, requires the
use of the equity method when a company owns more than 5% in a limited partnership investment. Of
the investments recorded at cost, $16.2 million exceed this 5% level but were made before
May 19, 1995. Management does not anticipate making additional investments in affordable housing
limited partnerships at this time.
On a quarterly basis, KLT Investments compares the cost of those properties accounted for by the cost
method to the total of projected residual value of the properties and remaining tax credits to be
received. Based on the latest comparison, KLT Investments reduced its investments in affordable
housing limited partnerships by $10.0 million', $7.5 million and $11.0 million in 2005, 2004 and 2003,
respectively. These amounts are included in Non-operating expenses on Great Plains Energy's
consolidated statements-of income. -The properties underlying the partnership investments are subject
to certain risks inherent in real estate ownership and management.
Other Nonutility Property
Great Plains Energy's, and consolidated KCP&L's other nonutility property includes land, buildings,
vehicles, general office equipment and software and is recorded at historical cost, net of accumulated
depreciation, and has a range of estimated useful lives of 3 to 43 years.
Utility Plant
KCP&L's utility plant is stated at historical costs of construction. These costs include taxes, an
allowance for the cost of borrowed and equity funds used to finance construction and payroll-related
costs, including pensions and other fringe benefits.. Replacements, improvements and additions to
units of property are capitalized. Repairs of property and replacements of items not considered to be
units of property are expensed as incurred (except as'discUssed under Accrued Refueling Outage
Costs), When property units are retired or otherwise disposed, the original cost, net of salvage, is
charged to accumulated depreciation. Substantially all utility plant is pledged as collateral'for KCP&L's
mortgage bonds under the General Mortgage Indenture and Deed of Trust dated December 1, 1986, as
supplemented.
As prescribed by the Federal Energy Regulatory Commission (FERC), Allowance for Funds used
During Construction (AFDC) is charged-to the cost of the plant. ,AFDC is included in the rates charged
to customers by KCP&L'over the service life of the' property. AFDC equity funds are included as a noncash item in non-operating incomeand AFDC borrowed funds are a reduction of interest charges. The
rates used to compute grossAFDC are compoundced semi-annually and averaged 7.1% in 2005, 8.6%
.
in 2004 and 8.2% in 2003.
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The balances of utility plant, at original cost, with a range of estimated useful lives are listed in the'
following table.
December 31
* Utility Plant, at original cost
Production (23-42 years)
-;,Transmission (27- 76 years)
Distribution (8 - 75 years)

2005

2004
(millions)
$ 2,970.1
$ 2,938.5
331.2
315.5
1,377.3
1,320.0

bGeIneral (5 - 50 years)

280.9

267.4

Total •
$ 4,959.5
$ 4,841.4
Includes $80.4 million and $66.6 million of land and other assets for
which depreciation was not recorded in 2005 and 2004, respectively.

Depreciation, Depletion and Amortization
Depreciation and amortization of KCP&L's utility plant other than nuclear fuel is computed using the
straight-line method over the estimated lives of depreciable property based on rates approved by state'
regulatory authorities. -Annual depreciation rates average approximately 3%. Nuclear fuel is amortized',
to fuel expense based on the quantity of heat produced during the generation of electricity.
a
Depreciation of nonutility property is computed using the straight-line method. Consolidated KCP&L's'
nonutility property annual depreciation rates for 2005, 2004 and 2003 were 11.2%, 11.8% and 11.1%,
respectively. Other Great.Plains Energy nonutility property annual depreciation rates for 2005, 2004
and 2003 were 20.4%, 24.2% and 21 .2%, respectively. Other Great Plains Energy's'nonutility property,
includes Strategic Energy's depreciable assets, which are primarily software costs and are amortized
over a shorter period, three years, resulting in a higher annual depreciation rate.
As part of the 2004 acquisition of an additional interest in Strategic Energy, IEC recorded intangible
assets that have finite lives and are subject to amortization. These intangible assets include the fair,..
value of acquired supply contracts, customer relationships and asset information systems, which are'beingamortized over 28, 72 and 44 months, respectively. See Note 7 for additional discussion of the
May 2004 acquisition of an additional indirect interest in Strategic Energy.
Depletion, depreciation and amortization of natural gas properties were calculated using'the units of
production method. After deciding to exit the gas business, the Company ceased recording depletion
and as such, there was no significant depletion recorded since 2003. The depletion per mmBtu was
$2.78 in 2003.
Accrued Refueling Outage Costs.
KCP&L accrues anticipated incremental costs to be. incurred during scheduled Wolf Creek refuelinlg
outages monthly over the Iunit's operating cycle, normally the 18 months preceding the outage.Estimated incremental costs, which include operating, maintenance and replacement power expenses,
are based on anticipated outage costs and the estimated outage duration. Changes to or variances.
from those estimates are recorded when known or are probable.
Nuclear Plant Decommissioning Costs
Nuclear plant decommissioning cost estimates are based on the immediate dismantlement method and
include the costs of decontamination, dismantlement and site restoration. Based on these cost
estimates, KCP&L contributes to a tax-qualified trust fund to be used to decommission Wolf Creek.
Related liabilities for decommissioning are included on KCP&L's balance sheet in Asset Retirement
Obligations (AROs). As a result of the authorized regulatory treatment and related regulatory
accounting, differences between the decommissioning trust fund asset and the related ARO are
recorded as a regulatory asset or liability. See Note 16 for discussion of AROs including those
associated with nuclear plant decommissioning costs.
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Regulatory Matters

KCP&L, an integrated, regulated electric utility, is subject to the provisions of SFAS No. 71, "Accounting
for the Effects of Certain Types of Regulation." Pursuant to SFAS No. 71, KCP&L defers items on the
balance sheet resulting from the effects of the ratemaking process, which would not be recorded if
KCP&L were not regulated. See Note 5 for additional information concerning regulatory matters.
Revenue Recognition
KCP&L and Strategic Energy recognize revenues on sales of electricity when the service is provided.
Revenues recorded include electric services provided but not yet billed by KCP&L and Strategic
Energy. Unbilled revenues are recorded for kWh usage in the period following the customers' billing
cycle to the end of the month. The estimate is based on net system kWh usage less actual billed
kWhs, adjusted for weather. Estimated unbilled kWhs are allocated and priced by state across the rate
classes based on the following month budget.
As a public utility, KCP&L collects from customers gross receipts taxes levied by state and local
governments. These taxes are recorded gross in operating revenues and general taxes on Great
Plains Energy's and consolidated KCP&L's consolidated statements of income. KCP&L's gross
receipts taxes collected were $39.3 million, $37.6 million and $38.3 million in 2005, 2004 and 2003,
respectively.
Strategic Energy purchases blocks of electricity from power suppliers based on forecasted peak
demand for its retail customers. Actual customer demand does not always equate to the volume,
included in blocks of purchased power. Consequently, Strategic Energy sells any excess retail ý ,
electricity supply over actual customer requirements back into the wholesale market. The proceeds
from excess retail supply sales are recorded as a reduction of purchased power, as they do not
represent the quantity of electricity consumed by Strategic Energy's customers. The amount of excess
retail supply sales that reduced purchased power was $181.2 million, $173.3 million and $91.2 million
in 2005, 2004 and 2003, respectively.
KCP&L and Strategic Energy record sale and purchase activity on a net basis in purchased power
when RTO/ISO markets require them to sell and purchase power from the RTO/lSO rather than directly
transact with suppliers and end-use customers.
Allowance for Doubtful Accounts
This reserve represents estimated uncollectible accounts receivable and is based on management's
judgment considering historical loss'experience and the characteristics of existing accounts. Provisions
for losses on receivables are 'charged to income to maintain the allowance at alevel considered
adequate to cover losses.- Receivables are charged off against the reserve when they are deemed
uncollectible.
Property Gains and Losses
Net gains and losses from the sales of assets, businesses and asset impairments are recorded in
operating expenses."
Asset Impairments
Long-lived assets and finite lived intangible assets subject to amortization are periodically reviewed for
impairment whenever events or changes in circumstances indicate that the carrying amount of an asset
may not be recoverable as'prescribed under SFAS No. 144, 'Accounting for the Impairment or Disposal
of Long-lived Assets.". SFAS No. 144-requires that if the sum of the undiscounted expected future cash
flows from an asset to be held and used is less than the carrying value of the asset, an ,asset
impairment must be recognized in the financial statements. The amount of impairment recognized is
the excess of the carrying value of the'assetoverits fair value.
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annually and more..
Goodwill and indefinite lived intangible assets are tested for impairment at least
"Goodwilland Other
frequently when indicators of impairment exist as prescribed under SFAS No. 142, SFAS No. 142,
Intangible Assets." The annual test must be performed at the same time each year.ý
goodwill, an - ,
requires that if the fair value of a reporting unit is less than its carrying value including
the , •
-measure
To
statements.
impairment charge for goodwill must be recognized in the financial
would
goodwill
amount of the impairment loss to recognize, the implied fair value of the reporting unit
be compared with its carrying value. See Note 6 for additional information.

Income Taxes.,

has recognized
In accordance with SFAS No. 109, "Accounting for Income Taxes;" Great Plains Energy
method
liabilityThe
method.
liability
deferred taxes for temporary book to tax differences using the
to be in
anticipated
are
that
rates
requires that deferred tax balances be adjusted to reflect enacted tax
valuation
a
by
effect when the temporary differences reverse. Deferred tax assets are reduced
of the
allowance when, in the opinion of management, it is more likely than not that some portion
deferred tax assets will not be realized.separate state
Great Plains Energy and its subsidiaries file consolidated federal and combined and
to the ,
allocated
are
subsidiaries
income tax returns. Income taxes for consolidated or combined
the .
with
accordance
In
loss.
subsidiaries based on separate company computations of income or
net
own
its
allocates
also
Company's intercompany tax allocation agreement, the holding company
in'
company
each
income tax benefits to its direct subsidiaries based on theý positive taxable income of
KCP&Lthe consolidated federal or combined state returns. Consistent with its ratemaking treatment,
benefits, to .
uses the separate return method, adjusted for the allocation of parent company tax
compute its income tax provision.
collected from
KCP&L has established a net regulatory asset for the additional future revenues to be
except for
generated
year
the
in
customers for deferred income taxes. Tax credits are recognized
remaining
the
over
certain KCP&L investment tax credits that have been deferred and amortized
service lives of the related properties.
Environmental Matters
the amount of the
Environmental costs are accrued when it is probable a liability has been Incurred and
liability can be reasonably estimated.
Stock Options
Note 10. The
The Company has an equity compensation plan, which is described more fully in
for Stock-Based.
Company adopted the fair value recognition provisions of SFAS No. 123, "Accounting
to use the modified..
Compensation," for its stock options as of January, 1, 2003. The Company elected
beginning,* prospective method of adoption; therefore, stock option compensation cost recognized
had been
123
No.
SFAS
of
January 1, 2003, was the same as if the fair value recognition provisions
applied to all stock options granted after October 1, 1995.
which the
In December 2004, FASB issued SFAS No. 123 (revised 2004), "Share-Based Payment,"
not have a
will
Company adopted as of January 1, 2006. Management determined that this statement
significant impact on the Company's results of operations or financial position.
Basic and Diluted Earnings per Common Share Calculation
in 2005,
There was no significant dilutive effect on Great Plains Energy's EPS from other securities
from:
deducted
are
2004 and 2003. To determine basic EPS, preferred stock dividend requirements
,
common
of
number
income from continuing operations and net income before dividing by average
net of income .
shares outstanding. The earnings (loss) per share impact of discontinued operations,average number .,
the
taxes, is determined by dividing discontinued operations, net of income taxes, by
the treasury stock
using
calculated
of common shares outstanding. The effect of dilutive securities,
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method, assumes the issuance of common shares applicable to stock options, performance shares and
FELINE PRIDES.
The following table reconciles Great Plains Energy's basic and diluted EPS from continuing operations.
2005
2004
2003
(millions, except per share amounts)
$ 189.7
$ 164.2
$ 173.5
1.6
1.6
1.6
$ 188.1
$ 171.9
$ 162.6

, Income
Income from Continuing operations
Less: preferred stock dividend requirements
Income available to common stockholders
Common Shares Outstanding
'Average number of common shares outstanding
Add: effect of dilutive securities
Diluted average number of common shares outstanding
Basic and diluted EPS from continuing operations

74.6
0.1
74.7

72.0
0.1
72.1

69.2

$ 2.18

$ 2.39

$ 2.72

-

69,2

At December 31, 2005, there were 20,493 anti-dilutive shares applicable to performance shares. At
December 31, 2004 and 2003, there Were no anti-dilutive shares applicable to stock options,
performance shares or FELINE PRIDES.
In February 2006, the Board of Directors declared a quarterly dividend of $0.415 per share on Great
Plains Energy's common stock.-The common dividend is payable March 20, 2006, to shareholders of
record as of February 27, 2006. The Board of Directors also declared regular dividends on Great
Plains Energy's preferred stock, payable June 1, 2006, to shareholders of record as of May 10, 2006.
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2. SUPPLEMENTAL CASH FLOW INFORMATION
Great PlainsEnergy Other OperatingActivities
________ ____ ____

____

2004

2005

____

Cash flows affected by changes in:
Receivables
Fuel inventories
Materials and supplies
Accounts payable
Accrued taxes
Accrued interest
Accrued refueling outage costs
Pension and postretirement benefit assets and obligations
Allowance for equity funds used during construction
Proceeds from the sale of SO 2 emission allowances'
Proceeds from T-Locks
Other
Total other operating activities
Cash paid during the period:
Interest
Income taxes

2003

(millions)

$

6.6
4.9
(2.6)
12.4
(23.1)

$ (37.5)
1.8
2.2
9.6
15.3

$ (15.6)

(0.8)
. (5.8)
17.0
25.5
(4.5)
(6.5)
(20.6)
(1.4)
0.2

• (1.o)

1.6

11.4
(10.4)
(2.1)

(4.2)
8.4

61.0'
12.0
17.7
$ 92.9

(8.51
$ (18.9)

33.4
$ 20.9

$ 68.9
$ .84.4.

$ 84.1
$ 38.6

$ 78.0
$ 42.4

2005

2003

$ -(8.5)
4.9
(2.6)
16.3
(17.2)
1.7
(4.2)
4.6
(1.8)
61.0
12.0
12.8
$ 79.0

2004
(millions)
$
1.6
1.8
2.2
1.8
(6.6)
(2.0)
11.4
(8.0)
(2.1)
0.3
(1.5)
$ (1.1)

$ 57.6
$ 104.1

$
$

ConsolidatedKCP&L OtherOperatingActivities
Cash flows affected by changes in:
Receivables
Fuel inventories
Materials and supplies
Accounts payable
Accrued taxes
Accrued interest
Accrued refueling outage costs
Pension and postretirement benefit assets and obligations
Allowance for equity funds used during construction
Proceeds from the sale of SO2 emission allowances
Proceeds from T-Locks
Other
Total other operating activities
Cash paid.during the period:
Interest
Income taxes
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73.8
64.9

$

(2.9)
(0.8)
(5.8)
7.8
(2.8)
(3.7)
(6.5)
(20.3)
(1.4)
0.2
11.6
$ (24.6)
$
$

71.4
68.1

Discontinued Operations
In 2005, the companies changed the presentation of their consolidated statements of cash flows to
include the cash flows from operating, investing and financing activities of discontinued operations
within the respective categories of operating, investing and financing activities and retroactively revised
the consolidated statements of cash flows for the years ended December 31, 2004 and 2003, as
applicable.
Great Plains Energy

2004

Net cash flows from operating activities as previously reported
Change in net cash flows
Net cash flows from operating activities as currently reported
Net cash flows from investing activities as previously reported
Change in net cash flows
Net cash flows from investing activities as currently reported
Net cash flows from financing activities as previously reported

2003
(millions)
$ 377.1
$ 366.7
(23.0)
20.4
354.1
387.1
(257.9)
(104.3)
23.5
(18.7)
(234.4)
(123.0)
(106.3)
(213.7)

Change in net cash flows

(1.5)

-

Net cash flows from financing activities as currently reported

$ (106.3)

Consolidated KCP&L
Net cash flows from operating activities as previously reported
Change in net cash flows
Net cash flows from operating activities as currently reported
Net cash flows from investing activities as previously reported
Change in net cash flows
Net cash flows from investing activities as currently reported
Net cash flows from financing activities as previously reported
Change in net cash flows
Net cash flows from financing activities as currently reported

$ (215.2)

2003
(millions)
$ 281.4
1.2
282.6
(132.4)
(132.4)
(122.6)
(1.5)
$ (124.1)

Significant Non-Cash Items
Asset Retirement Obligations'
During 2005, KCP&L recorded AROs totaling $26.7 million, increased net utility plant by $13.0 million
and increased regulatory assets by $13.7 million. This activity had no impact on Great Plains Energy
and consolidated KCP&L's 2005 net income and had no effect on 2005 cash flows.' See Note 16 for
additional information.
During 2003, KCP&L adopted SEAS No. 143, "Accounting for.Asset Retirement Obligation," and
accordingly, recorded AROs totaling $99.2 million, reversed the decommissioning liability of $64.6
million previously accrued and increased net utility plant by $18.3'million. The $16.3 million net
cumulative effect was recorded as a regulatory asset and therefore, had no impact on net income. The
adoption of SFAS No. 143 had no effect on Great Plains Energy and consolidated KCP&L's 2003 cash
flows.
FIN No. 46
KCP&L consolidated a lease trust and de-consolidated KCPL Financing I in 2003, as required by FASB
Interpretation (FIN) No. 46, Consolidation of Variable Interest Entities," as amended. As a result of the
consolidation of the lease trust, Great Plains Energy's and consolidated KCP&L's long-term debt
increased $143.8 million. The consolidation of the lease trust had no effect on Great Plains Energy's
and consolidated KCP&L's 2003 cash flows. See Note 13 for additional information concerning the
consolidation of the lease trust.
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Prior to the de-consolidation of KCPL Financing I, Great Plains Energy and consolidated KCP&L: ý" .11
reflected $150 million of 8.3% preferred securities issued by KCPL Financing I on their respective
balance sheets. As a result of the de-consolidation, Great Plains Energy's and consolidated KCP&L's
other nonutility property and investments increased $4.6 million representing the investmentin the
common securities of KCPL Financing I, and long-term debt increased $154.6 million representing the
8.3% Junior Subordinated Deferrable Interest Debentures issued by KCP&L and held by KCPL
Financing I. The de-consolidation of KCPL Financing I had no effect on Great Plains Energy's and
consolidated KCP&L's 2003 cash flows.
Minimum Pension Liability
The Company reduced its minimum pension liability $9.9 million primarily due to an increase in the
market value of plan assets. This was offset by a $1.2 million reduction of an intangible asset and OCI
of $8.7 million ($4.9 million net of tax) in 2005. In 2004, primarily as'a result of lower discount rates and
historical losses in the market value of plan assets, the Company recorded an additional minimum
pension liability of $5.8 million and a reduction to an intangible asset of $1.8 million offset by OCI of
$7.6 million ($5.1 million net of tax). Recording the minimum pension liabilities had no effect on Great
Plains Energy's and consolidated KCP&L's cash flows.
RSAE Disposition
In 2003, HSS completed the disposition of its interest in RSAE. See Note 8 for additional information
concerning the disposition of RSAE. The following table summarizes Great Plains Energy's and
consolidated KCP&L's loss from discontinued operations as a result of this transaction.

Cash repayment of supported bank line
Write-off of Intercompany balance and investment
Accrued transaction costs
Income tax benefit
Loss on disposition
Pre-disposition operating losses
Discontinued operations

'

2003'
(millions)
$ (22.1)
4.8
(1.6)
11.8
(7.1)
(1.6)
$ (8.7)

DTI Bankruptcy
The following table summarizes Great Plains Energy's gain on the sale of DTI assets. See Note 15 for
a KLT Telecom related legal proceeding.
2003

DTI
Cash proceeds from bankruptcy estates
Cash proceeds from sale of office building
Receivables
Total proceeds
Book basis of office building sold
DIP financing accrual reversal
Accounts payable
Income tax
..
Reversal of tax valuation allowance
Gain on sale of assets
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(millions)
$ 19.2
1.2
1.3
21.7
(2.7)
5.0
(1.9)
(9.8)
15.8
$ 28.1
'

3. RECEIVABLES
The Company's receivables are detailed in the following table.

Consolidated KCP&L
Customer accounts receivable (a)
Allowance for doubtful accounts
Other receivables
Consolidated KCP&L receivables
Other Great Plains Energy
Other receivables
Allowance for doubtful accounts
Great Plains 'Energy receivables

December 31
2004
.2005
(millions)
$ 21.6
$ 34.0
(1.7)
(1.0)
43.5
37.3
63.4
70.3
193.0
(4.3)'
$ 259.0

188.5
(4.7)
$ 247.2

(a)Customer accounts receivable included unbilled receivables of $31.4

million and $31.2 million at December 31, 2005 and 2004, respectively.

Consolidated KCP&L's other receivables at December 31, 2005, consisted primarily of receivables from
partners in jointly owned electric utility plants and wholesale sales receivables. At December 31, 2004,
the balance consisted primarily of receivables from partners in jointly owned electric utility plants,
wholesale sales receivables and accounts receivable held by Worry Free. Great Plains Energy's other
receivables at December 31, 2005, and December 31, 2004, consisted primarily of accounts receivable
held by Strategic Energy, including unbilled receivables of $99.9 million and $103.0 million,
respectively.
During 2005, KCP&L entered into a new three-year revolving agreement to sell all of its retail electric
accounts receivable to its wholly owned subsidiary, Kansas City Power & Light Receivables Company
(Receivables Company), which in turn sold an undivided percentage ownership Interest in the accounts
receivable to Victory Receivables Corporation, an independent outside investor. In accordance with
SFAS No. 140, "Accounting for Transfers and Servicing of Financial Assets and Extinguishment of
Liabilities," the agreements qualify as a sale under which the creditors of Receivables Company are
entitled to be satisfied out of the-assets of Receivables Company prior to any value being retunmed to
KCP&L or its creditors. Accounts receivable sold by Receivables Company to the outside investor
under this revolving agreement totaled $70 million at December 31, 2005. The proceeds of this sale
were forwarded to KCP&L as consideration for its sale. The new agreement allows for a maximum
outstanding principal amount sold to the outside investor of $100 million during the period June 1
through October 31,, and $70 million during the period November 1 through May 31 of each year.
Under the agreement, KCP&L sells its receivables at a fixed price based upon the expected cost of
funds and charge-offs. These costs comprise KCP&L's loss on the sale of accounts receivable.
KCP&L services the receivables and receives an annual servicing fee of 2.5% of the outstanding
principal amount of the receivables sold to Receivables Company. KCP&L does not recognize a
servicing asset or liability since management determined the collection agent fee earned by KCP&L
approximates market Value.
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Information regarding KCP&L's sale of accounts receivable to Receivables Company under-the new
agreement is reflected in the following table.
2005

KCP&L

Receivables (sold) purchased
Collections
(Gain) loss on sale of accounts receivable (a)
Servicing fees
Fees to outside investor

$ (605.8)
499.3
6.0
1.4

Receivables
Company
(millions)
$ 535.8'
(499.3)
(5.0)
(1.4)
(1.5)

Consolidated
KCP&L
$ (70.0)
1.0
(1.5)

Cash flows during the period
Cash proceeds from sale of receivables (b)
$ 569.3
$ (499.3)
$ 70.0
Servicing fees
1.4
(1.4)
(a) The net loss is the result of the timing difference inherent in collecting receivables and over
the life of the agreement will net to zero.
(b)During 2005, Receivables Company received $70 million cash from the outside investor
for the sale of accounts receivable, which was then forwarded to KCP&L for consideration
of its sale.
KCP&L had a revolving agreement, which expired in January,2005, to sell all of its right, title and
interest in the majority of its customer accounts receivable to Receivables Company, which in turn sold

most of the receivables to independent outside investors. The expired agreement was structured as a
true sale under which the creditors of Receivables Company were entitled to be satisfied out of the
assets of Receivables Company prior to any value being returned to KCP&L or its creditors. Accounts
receivable sold under the expired revolving agreement totaled $84.9 million at December 31, 2004. As
a result of the sale to the outside investors, Receivables Company received up to $70 million in cash,
which was forwarded to KCP&L as consideration for its sale. At December 31, 2004, Receivables
Company had received $65.0 million in cash.
Information regarding KCP&L's sale of accounts receivable to Receivables Company under the expired
agreement is reflected in the following table.
2005
Gross proceeds on sale of
accounts receivable
Collections
Loss on sale of accounts receivable
Late fees

$ 46.1
44.3
-

0.1

2004,
(millions)
$ 929.1
928.0
2.5
.2.2

2003
$ 939.51
949.5
3.7
- 2.3

4. NUCLEAR PLANT
KCP&L owns 47% of Wolf Creek Nuclear Operating Corporation (WCNOC), the operating company for
Wolf Creek Generating Station (Wolf Creek), its only nuclear generating unit. Wolf Creek is regulated
by the Nuclear Regulatory Commission (NRC), with respect to licensing, operations and safety-related
requirements.
Spent Nuclear Fuel and Radioactive Waste
Under the Nuclear Waste Policy Act of 1982, the Department of Energy (DOE) is responsible for the
permanent disposal of spent nuclear fuel. KCP&L pays the DOE a quarterly fee of one-tenth of a cent
for each kilowatt-hour of net nuclear generation delivered and sold for the future disposal of spent
nuclear fuel. These disposal costs are charged to fuel expense. In 2002, the U.S. Senate approved
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Yucca Mountain, Nevada as a long-term geologic repository. The DOE is currently in the process of
preparing an application to obtain the NRC license to proceed with construction of the repository.
Management cannot predict when this site may be available. Under current DOE policy, once a
permanent site is available, the DOE will accept spent nuclear fuel first from the owners with the oldest'
spent fuel. Wolf Creek has completed an on-site storage facility that is designed to hold all spent fuel
generated at the plant through the end of its 40-year licensed life in 2025. See Note 15 for a related
legal proceeding.
Nuclear Plant Decommissioning Costs
The Public Service Commission of the State of Missouri (MPSC) and The State Corporation
Commission of the State of Kansas (KCC) require KCP&L and the other owners of Wolf Creek to
submit an updated decommissioning cost study every three years and to propose funding levels. The
most recent study was submitted to the MPSC and KCC in 2005 and is the basis for the current cost of
decommissioning estimates in the following table. The MPSC issued an order effective January 20,
2006, continuing the Missouri jurisdictional funding at the previously ordered level. The MPSC order
did not explicitly approve or disapprove the 2005 decommissioning cost study submitted by KCP&L.
The KCC has not yet ruled on the study but has set a procedural schedule in 2006 to address it.
The Missouri funding schedule previously approved by the MPSC assumes funding through the
expiration of Wolf Creek's current NRC operating license (2025). In 2005, the MPSC order regarding
the comprehensive energy plan increased Wolf Creek's depreciable life for Missouri regulatory
purposes from 40 to 60 years and assumes funding through 2045. The Kansas funding schedule
previously approved by KCC assumes that Wolf Creek will be granted a 20-year license extension and,
thus, assumes funding through 2045. WCNOC has filed with the NRC a letter of intent to file an
application for a license extension. Management anticipates that WCNOC will file that application with
the NRC in 2006. As such, it is likely that any future decommissioning cost study and funding levels will
be based on the assumed extended life.
Nuclear decommissioning cost and the associated nuclear decommissioning trust funding levels were
addressed in the general rate cases filed in February 2006. KCP&L proposed cost estimates,
assumptions and related funding schedules for nuclear plant decommissioning in its general rate cases
as provided in the following table. KCP&L's proposal will be considered by the MPSC and KCC;
however, the outcome could differ from the proposal.

Current cost of decommissioning (in 2005 dollars)
Future cost of decommissioning .(in 2045 dollars)

Total
KCP&L's
Station
47% Share
(millions)
$ 518
$ 243
2,897
ý:1,362

Annual escalation factor
4.40%
Annual return on trust assets a
6.48%
() The 6.48% rate of return is thru 2025. The rate then systematically decreases
through 2045 to 4.04% based on the assumption that the fund's investment mix
will become increasingly more conservative as the decommissioning date
approaches.
KCP&L currently contributes approximately $3.6 million annually to a tax-qualified trust fund to be used,
to decommission Wolf Creek. If KCP&L's proposal is accepted by the MPSC and KCC, ,total annual
funding would not change.- Amounts funded are charged to other operating expense and recovered in
billings to customers. If the actual return on trust assets is below the anticipated level, management
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believes a rate increase would be allowed ensuring full recovery of decommissioning costs over the
remaining life of the station..
The following tablersi6mmarizes the change in Great Plains Energy's and consolidated KCP&L's
dec0nmissioning trust fund.
December 31
Decommissioning Trust
Beginning balance
Contributions
Realized gains ..
Unrealized gains
Ending balance

2005

2004.
(millions)
$ 84.1
$ '75.0
3.6
3.6
3.9
3.6
0.2
1.9
$ 91.8
$• 84.1

r

.

The decommissioning trust is reported at fair value on the balance sheets and is invested in assets as
detailed in the following table.
December 31

Asset Category

- 2005

Equity securities

7 1'.48%

46%
6%
100%

Debt securities
Other
Total

-

2004
46%
50%
4%
100%

Nuclear Liability and Insurance.
The owners of Wolf Creek, a nuclear generating station, (Owners) maintain nuclear insurance for Wolf
Creek in four areas: liability, worker radiation, property and accidental outage. These policies contain
certain industry standard exclusions, including, but not limited to, ordinary wear and tear, and war.
Both the nuclear liability and property insurance programs subscribed to by members of the nuclear
power generating industry include industry aggregate limits for non-certified acts of terrorism and related losses, as defined by the Terrorism Risk Insurance Act, including replacement power costs. An
industry aggregate limit of $0.3 billion exists for liability claims, regardless of the number of non-certified
acts affecting Wolf Creek or any other nuclear energy liability policy or the number of policies in place.
An industry aggregate limit of $3.2 billion plus any reinsurance recoverable by Nuclear Electric
Insurance Limited (NEIL), the Owners' insurance provider, exists for property claims, including
accidental outage power costs for acts of terrorism affecting Wolf Creek or any other nuclear energy
facility property policy within twelve months from the date of the first act. These limits are the maximum
amount to be paid to members who sustain losses or damages from these types of terrorist acts. For
certified acts of terrorism, the individual policy limits apply. In addition, industry-wide retrospective
assessment programs (discussed below) can apply once these insurance programs have been
exhausted.
Liability Insurance.,

Pursuant to the Price-Anderson Act, which was reauthorized through December 31,, 2025, by the
Energy Policy Act of 2005, the Owners are required to insure against public liability claims resulting
from nuclear incidents to the full limit of public liability, which is currently $10.8 billion. This limit of
liability consists of the maximum available commercial insurance of $0.3 billion, and the remaining *)
$10.5 billion is provided through an industry-wide retrospective assessment program mandated by law,,
known as the Secondary Financial Protection (SFP) program. Under the SFP program, the Owners'
can be assessed up to $100.6 million ($47T3 million, KCP&L's47% share) per incident at any
commercial reactor in the country, payable at no more than $15 million ($7.1 million, KCP&L's 47%
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share) per incident per yeareffective with the Energy PolicyAct of 2005. This assessment is subject to
aninflation adjustment based on the Consumer Price Index and applicable premium taxes. This
assessment is in addition to workerlradiation claims insurance. In addition, the U.S. Congress could
impose additional revenue-raising measures to pay claims.
Property,Decontamination,PrematureDecommissioningand Extra Expense Insurance
The&Owners carry decontamination liability, premature decommissioning liability and property damage
insurance for Wolf Creek totaling approximately $2'8 billion ($1.3 billion, KCP&L's 47% share). NEIL
provides this insurance.
In the 'event of an accident, insurance proceeds must first be used for reactor stabilization and site
decontamination in accordance with a plan mandated by the NRC. KCP&L's share of any remaining
proceeds can be used for further decontamination, property damage restoration and premature
decommissioning costs. Premature decommissioning coverage applies only if an accident at Wolf
Creek exceeds $500 million in property damage and decontamination expenses, and only after trust
funds have been exhausted.
Accidental NuclearOutage Insurance,
The Owners also carry additional insurance frqm NEIL to cover costs of replacement power and other
extra expenses incurred in the event of a prolonged outage resulting from accidental property damage
at Wolf Creek.
Under all NEIL policies, the Owners are subject to retrospective assessments if NEIL losses, for each
policy year, exceed the accumulated.funds available tothe insurer under that policy. The estimated
maximum amount of retrospective assessments under the current policies could total approximately
$26.5 million ($12.4 million, KCP&L's 47% share) per policy year.
In the event of a catastrophic loss at Wolf Creek, the insurance coverage may not be adequate to cover
property damage and extra expenses incurred. Uninsured losses, to the extent not recovered through
rates, would be assumed by KCP&L and the other owners and could have a material adverse effect on
KCP&L's results of operations, financial position and cash flows.
Low-Level Waste
The Low-Level Radioactive Waste Policy Amendments' Actof 1985 mandated that the various states,
individually or through interstate compacts, develop alternative low-level radioactive waste disposal
facilities. 'The states of Kansas, Nebraska, Arkansa, rLouisiana and Oklahoma formed the Central
Interstate Low-Level Radioactive Waste c0mpact (Comiipact) and selected a site in northern Nebraska
to locate&a disposal facility. WCNOC and the owners -ofthe other five nuclear units in the Compact
provided-most of the pre-construction financing for this project.
On December 18, 1998, the application for a license to construct this project was denied. After the
license denial, WCNOC,the Compact Commission (Commission) and others filed a lawsuit in federal
court contending Nebraska officials acted in bad faith while handling the license application. In
September 2002, the U.S.-District Court.Judge presiding over,the lawsuit Issued his decision inithe
case finding that the State of Nebraska acted in bad faith in processing the license application for a lowlevel radioactive waste disposal site in Nebraska and -rendered a judgment on behalf of the
Commission in the amount of $151.4 millipn against the state. After the U.S, Court of Appeals affirmed
the decision,-Nebraska and the Commission settled the case by Nebraska agreeing to pay the-.
Commission a one-time amount of $145.8 million.. -,Atthe request of the Commission, WCNOC along
with other members of the Compact, filed with the Commission their claims for refund. In 2005,
WCNOC received a return of its investment of $19.6 million, ($9.2 million, KCP&L's 47% share),
including pre-judgment interest and attorney's fees. The CommisSion continues to explore altemrative
long-term waste disposal capability and has retained a portion of the settlement, above the amounts
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returned, until it determines what role it will take in the development of alternative disposal capability.
In February 2006, the Commission decided to refund an additional $1.7 million ($0.8 million, KCP&L's
47% share) to WCNOC. The remaining insignificant amount will be retained by the Commission for
future operations. At December 31, 2005, KCP&L's balance sheet no longer reflects an investment in
the Compact. KCP&L's net investment in the Compact was $7.4 million at December 31, 2004.
Wolf Creek continues to dispose of its low-level radioactive waste at the reopened disposal facility at
Barnwell, South Carolina. South Carolina intends to gradually decrease the amount of waste it allows
from outside its compact until around 2008 when it intends to no longer accept waste from generators
outside its compact. Wolf Creek remains able to dispose of some of its radioactive waste at a facility in
Utah. Although management is unable to predict when a permanent disposal facility forWolf Creek
low-level radioactive waste might become available, this issue is not expected to affect continued,
operation of Wolf Creek.
5. REGULATORY MATTERS
KCP&L's Comprehensive Energy Plan
KCP&L continues to make progress in implementing its comprehensive energy plan and received
orders from the MPSC and KCC in 2005. The orders were on agreements reached among KCP&L, the
Commissions' staffs and certain key parties in the respective jurisdictions. "The Sierra Club and
Concerned Citizens of Platte County have appealed the MPSC order, and the Sierra Club has
appealed the KCC order. These appeals are expected to be decided in 2006. Although subject to
these appeals, the MPSC and KCC orders remain in effect pending the applicable court's decision.

•

KCP&L will make energy infrastructure investments as detailed in the orders and summarized'in
theitable below.
Estimated

Capital
..

Project

Details

latan No. 2 (a)

Building and owning 465 MW of an 850 'MW coal fired
plant with an estimated completion date of June 2010
Installation of 100.5 MW of wind generation in 2006
Retrofit of selected existing coal plants
Enhanced system performance and reliability
Various demand management, distributed generation and
efficiency programs

Wind Generation
Environmental
Asset Management
Customer Programs
Total

Expenditures
(millions)

$ 733
166
272
42
53
$1,266

b".

(a) MW based on current estimates.
(b) These amounts are estimates. Because of the magnitude of these investments and the length of time
to implement the comprehensive energy plan, actual expenditures may differ from these estimates.

Ownership agreements are being finalized with latan No. 2 partners. KCP&L has awarded a
contract for detailed engineering design services and project and construction management
support. Detailed project engineering and design has begun and plant construction 'is-expected
to start in 2006. KCP&L has received an air permit from the Missouri Department of Natural
Resources, which is being appealed by the Sierra Club. KCP&L anticipates issuances of a
wetlands permit, a permit for the construction of a temporary barge slip .and an Environmental
Assessment with a finding of No Significant Impact toward mid-year 2006.
*

KCP&L has selected a developer and contractor for the construction of a 100.5 MW wind project
in Kansas. Construction will begin in the first half of 2006 and management expects the project
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to be completed in time for inclusion in rates in 2007. The orders also include the possible
addition of another 100 MW of wind generation in 2008 if supported by a detailed evaluation.
*

KCP&L has'awarded a contract to install a Selective Catalytic Reduction (SCR) system at
LaCygne No. I schedulfed for completion inaMay 2007. Additional environmental upgrades at
LaCygne No. I are scheduiled for 2009. Other planned environmental investments include a
similar SCR upgrade and the addition of a wet scrubber and baghouse at latan No. 1 expected,
to be completed in 2008.'

*

Several demand management efficiency and affordability programs are being implemented to
help customers manage usage and costs including online energy analysis, air conditioner
cycling and low-income weatherization'.

*

KCP&L's current rates will remain in place until 2007 in accordance with the orders. On
February 1, 2006,'KCP&L filed requests with the MPSC and KCC for annual rate increases of
$55.8 million or 11.5% and $42.3 million or 10.5%, respectively. The requested rate increases
are for recovery of increasing operating costs including fuel, transportation and pensions as well
as investments in wind generation and customer programs. The request is based on a return
on equity of 11.5% and an adjusted equity ratio of 53.8%. KCP&L anticipates that approved
rate adjustments will go into effect January 1, 2007. The last rate case required by the orders is
expected to be filed in 2009, with rates effective near the time latan No. 2 is placed in service.
Two additional rate cases could be filed in 2007 and 2008 at KCP&L's discretion.

*

The KCC order allows KCP&L to request recovery, on a dollar-for-dollar basis with no profit to
the company, of actual fuel and purchased power expense incurred through an energy cost
adjustment. Similarly, an interim energy charge, based on forecasted costs and subject to
customer refund, is contained in the MPSC order. The rate requests filed with the MPSC and
KCC on February 1, 2006, do not include the fuel clauses; however, fuel clauses still could be
proposed and implemented based on developments during the proceedings.

*

KCP&L may sell SO2 emission allowances during the term of the orders. The sales proceeds
are recorded as a regulatory liability for ratemaking purposes and will be amortized in
accordance with'the last rate case filed under the orders. In 2005, KCP&L sold $60.3 million of
SO2 emission allowances.

" The rate increase requests filed with the MPSC and the KCC on February 1, 2006, include
pension costs of approximately $46 million calculated consistently with the methodology
established in the orders. The orders established KCP&L's annual pension costs for regulatory
purposes at $22 million until 2007 through the creation of regulatory assets or liabilities, as
appropr iate. See Note9 for additional information.
Wolf Creek's depreciable life for Missouri regulatory purposes has been increased from 40 to 60
years. The MPSC order calls for $10.3 million, on an annual jurisdictional basis, of additional
amortization expense to be recorded to offset the reduction in depreciation expense due to the
change in depreciable life. The 60-year Missouri depreciable life matches the current Kansas
regulatory depreciable life. In 2005, KCP&L began recording depreciation and amortization
expense in accordance with the order.
,.

The orders are intended to-provide KCP&L with regulatory mechanisms to be able to recover
the prudent costs of its investments as they areplaced in service and an ability to maintain
targeted credit ratios over the five-year term of the orders.

The orders provide regulatory clarity on certain items; however, normal regulatory risk will continue to
exist as the commissions establish rates in the rate cases, including, but not limited to, the actual
amount of costs to be recovered through rates, the return on equity, the capital structure utilized and
expenses to be recovered.
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Regulatory Assets and Liabilities
KCP&L is subject to the provisions of SFAS No. 71 and has recorded assets and liabilities on its
balance sheet resulting from the effects of the ratemaking process, which would not be recorded under
GAAP for non-regulated entities. Regulatory assets represent costs incurred that have been deferred
because future recovery in customer rates is probabl6 Regulatory liabilities generally represent
probable future reductions in revenue or refunds to customers. Future recovery of regulatory assets is
not assured, but is generally subject to review by regulators in rate proceedings for matters such as
prudence and reasonableness. Future reductions in revenue or refunds for regulatory liabilities'
generally are not mandated, pending future rate proceedings or actions by the regulators.
Management regularly assesses whether.regulatory assets and liabilities are probable of future
recovery or refund by considering factors such as decisions by the MPSC, KCC or FERC on KCP&L's
rate case filings; decisions in other regulatory proceedings, including decisions related to other
companies that establish precedence on matters applicable to KCP&L; and changes in laws and
regulations. If recovery or refund of regulatory assets or liabilities is not approved by regulators or is no
longer deemed probable, these regulatory assets or liabilities are recognized in the current period
results of operations. KCP&L's continued ability to meet the criteria for application of SFAS No. 71 may
be affected in the future by restructuring and deregulation in the electric industry. In the event that
SFAS No. 71 no longer applied to a deregulated portion of KCP&L's operations, the related regulatory
assets and liabilities would be written off unless an appropriate regulatory recovery mechanismis
provided. Additionally. these factors could result in an impairment of utility p!ant assets if the cost of the
assets could notbe'expected to be recovered in customer rates. Whether an asset has been impaired
is determined pursuant to the requirements of SFAS No. 144.
Amortization

ending period

December 31

2004

2005
(millions)

Regulatory Assets

$ 85.7

Taxes recoverable through future rates
Decommission and decontaminate federal uranium
2007

1.3

2.0

Loss on reacquired debt
January 2002 incremental ice storm costs (Missouri)

2037
2007

7.1
4.9

7.7
9.5

Change in depreciable life of Wolf Creek
Cost of removal
Asset retirement obligations

2045

27.4
9.3
23.6

15.5
13.9
,11.4.

enrichment facilities

Future recovery of pension costs
Other

Various

15.65.0

3.3

$179.9

Total Regulatory Assets

-

$ 81.0!

Regulatory Liabilities
Emission allowances
Pension accounting method difference
Additional Wolf Creek amortization (Missouri)
Total Regulatory Liabilities

$ 64.3
1.0
4.3
$ 69.6

$ 144.3

"$

4.1
$

4.1

Except as noted below, regulatory assets for which costs have been incurred have been included (or
are expected to be included, for costs incurred subsequent to the'most recently approved rate case) in
KCP&L's rate base, thereby providing a return on invested costs when included in rate base. Certain
regulatory assets do not result from cash expenditures and therefore do not represent investments
included in rate base or have offsetting liabilities that reduce rate base. The pension accounting
method difference (which may be either a regulatory asset or liability) and certain insignificant items in
Regulatory Assets - Other are not included in rate base.
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Southwest Power Pool Regional Transmission Organization
Under FERC Order 2000; KCP&L, as an investor-owned utility, is strongly encouraged to join a FERC
approved RTO. RTOs combine transmission operations of utility businesses into regional organizations
that schedule transmission services and monitor the energy market to ensure regional transmission
reliability and non-discriminatory access. The Southwest Power Pool (SPP), of Which KCP&L is a
member, obtained approval from FERC as an RTO in a January 24, 2005, order. KCP&L intends on
participating in the SPP RTO and during 2005, KCP&L filed applications with the MPSC and KCC
seeking authorization to participate in the SPP RTO. In these applications, KCP&L requested
authorization be granted by May 1, 2006. In February 2006, KCP&L reached an agreement with the
MPSC staff and interveners regarding interim approval to turn over functional control of KCP&L's
transmission facilities to the SPP RTO and participate in the energy imbalance market scheduled to
start May 1, 2006. KCC has held workshops seeking additional information on the request to
participate.
Durng 2005, a cost/benefit analysis was completed under the direction of the SPP Regional State
Committee (composed of state commissioners from the states where the SPP RTO operates). The
analysis indicates that implementation of an energy imbalance market within the SPP region would
provide net benefits of approximately $373 million over a 10-year period to the transmission-owning
members of the SPP RTO; however, there was no significant documented impact for KCP&L over the
10-year period. During 2005, SPP RTO filed its plans for the energy imbalance market with FERC.
These plans include a May 1, 2006, start date for the energy imbalance market.. Subsequently, FERC
issued an order rejecting this-filing. SPP RTO made a revised filing on January 4, 2006, addressing
FERC's issues.
Seams Elimination Charge Adjustment
Seams Elimination Charge Adjustment (SECA) is a transitional pricing mechanism authorized by FERC
and intended to compensate transmission owners for the revenue lost as a result of FERC's elimination
of regional through and out rates between PJM Interconnection (PJM) and the Midwest Independent
Transmission System Operator, Inc. (MISO) during a 16-month transition period from December 1,,
2004 through March 31, 2006. Each relevant PJM and MISO zone and.the load-serving entities within
that zone are allocated a portion of the SECA based on transmission services provided to that zone
during 2002 and 2003.
In 2005, PJM and MISO began invoicing Strategic Energy for these charges, based on allocations in
compliance filings made by transmission owners and accepted by FERC, subject to*refund and
adjustment. During 2005, Strategic Energy recorded purchased power expenses totaling $13.6 million
for these charges covering billings for the transition period. ýThe compliance filings allocate
approximately $1 million of charges per month, through March 2006. Strategic Energy began to bill a
portion of its SECA costs to its retail customers.
There are several unresolved matters and legal challenges to the SECA that are pending before FERC
on rehearing. FERC established a schedule for resolution of certain SECA issues, including the issue
of shifting SECA allocations to the shipper. -The shipper in Strategic Energy's situation is the wholesale
supplier, which, through a contract with Strategic Energy, delivered power to various zones in which
Strategic Energy Was supplying retail customers. In most instances, the shipper was the purchaser of
through and out transmission service and therefore included the cost of the through and out rate in its
energy price. Management is unable to predict the outcome of legal and regulatory challenges tothe
SECA mechanism.
6. GOODWILLAND INTANGIBLE PROPERTY
Goodwill reported on Great Plains Energy's consolidated balance sheets associated with the
Company's ownership in Strategic Energy was $87.6 million and $86.8 million at December 31, 2005
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and 2004, respectively. Annual impairment tests, conducted September. 1, have been completed and;
there were no impairments of goodwill in 2005, 2004 or 2003. :See Note 7,for additional information
regarding the 2004 acquisition of an additional indirect interest in Strategic Energy.
Other Intangible Assets and Related Liabilities
Great Plains Energy and consolidated KCP&L's intangible assets and related liabilities are detailed in
the following table.
December31,2004
December31,2005
Gross Carrying Accumulated
Gross Carrying. Accumulated
Amortization
Amount..
Amount
Amortization
(millions)
$ (61.3)..
$ 88.7
$ 92.9
$ (68.8)

Consolidated KCP&L
Computer software (a)
Other Great Plains Energy
Computer software(a)
Acquired intangible assets
Supply contracts'
Customer relationships'
Asset information systems
Unamortized intangible assets
Strategic Energy trade name
Total intangible assets
Amortized related liabilities
Retail contracts
(a)

f,

,4- J

^ I.

d

12.0

(5.2)

5.4

(3.4)

-26.5
17.0
1.9

'(19.3)
(4.7)
(0.9).

26.5
17.0
1.9

(7.7)
(1.9)
(0.3)

0.7,
$ 151.0

$ (98.9)

0.7
$ 140.2

$ (74.6).

$

30 iUIi
;o
I
,,-JI0I
A A-

M;

$ (19.3)

26.5
1I4,

I

El•1

k

Iti

26.5

$
tiitil'U

•

j

jinlir.Iti,

$
tn I

*ti

.

(7.7)

.

consolidated balance sheets.

The fair value of acquired supply (intangible asset) and retail (liability) contracts is being amortized over
approximately 28 months. Other intangible assets recorded that have finite lives and are subject to
amortization include customer relationships and asset information systems, which are being'amortized
over 72 and 44rmonths, respectively. A $0.7 million intangible asset for the Strategic Energy trade
name was also recorded and deemed to have an indefinite life, and as such, is not being' mortized.
See Note 7 for more information.
Amortization expense for the acquired share of intangible assets and related liabilities is detailed in the
following table.
Estimated Amortization Expense
2005

2006

2004

2009

2010

$ 2.9

$ 0.91,-

2008

2007
(millions)

Intangible assets
Related liabilities
Net amortization expense

$ 15.0
(11.6)
$ 3.4

$ 10.6

$ 9.9
(7.7)
$ 2.2

$ 3.3

(7.2)
$ 3.4

$ 2.8
-

$ 3.3

-

-

-

$ 2.8

$ 2.9

$ 0.9

7. ACQUISITION OF ADDITIONAL INDIRECT INTEREST IN STRATEGIC ENERGY
In May 2004, Great Plains Energy, through IEC, purchased an additional 11.45% indirect interest in
Strategic Energy. The Company paid cash of $90.0 million, including $1.2 million of transaction costs.
In accordance with the purchase terms, the Company also recorded a $0.9 million liability for 2004
fractional dividends to the previous owner for its share of 2004 budgeted Strategic Energy dividends.
See Note 15 for discussion of a related legal proceeding.
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A third party valuation was prepared to assist in the Company's determination of the purchase price
allocation. The acquired share of identifiable intangible assets and liabilities were recorded by IEC at
fair value as part of the purchase price allocation. The purchase price allocation for the net assets
acquired is detailed in the following table. See Note 6 for more information.

Other non-utility property and investments
Goodwill
Other deferred charges
Total assets
Accounts payable
Other deferred credits and liabilities
Net assets acquired

2004
(millions)
$ 10.6
60.7
46.1
117.4
0.9
26.5
$ 90.0

8. DISCONTINUED OPERATIONS
KLT Gas
In February 2004, the Board of Directors ?pproved the sale of the KLT Gas natural gas properties (KLT
Gas portfolio) and discontinuation of the gas business. Since the approval, the KLT Gas portfolio has
been reported as discontinued operations in accordance with SFAS No. 144. During 2004, KLT Gas
completed sales of substantially all of the KLT Gas portfolio. At December 31, 2005 and 2004, KLT
Gas had $0.6 million and $0.7 million of current assets and $0.1 million and $2.1 million of current
liabilities recorded in assets and liabilities from discontinued operations, respectively. The following
table summarizes the discontinued operations.
2005
Revenues
Gain (loss) from operations, including
impairments, before income taxes
Gain on sales of assets
Discontinued operations before income taxes
Income taxes
Discontinued operations, net of income taxes
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$

-

(2.9)
-

(2.9)
1.0
$ (1.9)

2004
(millions)
$ 1.6
(4.5)
16.8
12.3
(5.0)
$ 7.3

2003

$

1.5
(59.1)
-

(59.1)
23.0
$ (36.1)

RSAE

SA

In 2003,
d
HSS completed the disposition of itsrinterest in RSAE. The financial statements reflect RSAE

as discontinued operations for 2003'in accordance with SFAS No. 144.- The following table:
summarizes the discontinued operations.

.
2003
(millions)

Revenues a -.

31.8

Loss from operations before income taxes
Loss on disposal before income taxes
Total loss on discontinued operations before income taxes
Income tax benefit
Discontinued operations, net of income taxes
9. PENSION PLANS AND OTHER EMPLOYEE BENEFITS

(1.6)
(18.9)
(20.5)
11.8
$ (8.7)
.

-..

Pension Plans and Other Employee Benefits
The Company maintains defined benefit pension plans for substantially all empl6yees, including
l ding
officers, of KCP&L, Services and WCNOC. -Pension benefits under these plans reflect the employees"
compensation, years of service and age at retirement. The funding policy -for thIe pension plans is to
contribute amounts sufficient to meet the minimum funding requirements under the Employee'
Retirement Income Security Act of 1974 (ERISA) plus additional amounts as considered appropriate.

The MPSC and KCC 2005 orders establish KCP&L's annual pension costs at $22 million through the
creation of regulatory assets and liabilities for future recovery from or refund to customers, as
appropriate. As a result, pension cost for KCP&L was reduced by $14.6 million and a corresponding
regulatory asset and liability were established.
For defined benefit pension plans sponsored by Great Plains Energy, contributions and expense are
allocated to KCP&L and Services based on labor costs of plan participants! Any additional minimum
pension liability is allocated based on the Company's funded status per plan.
In addition to providing pension benefits, the Company provides certain postretirement health care and
life insurance benefits for substantially all retired employees of KCP&L, Services and WCNOC. The
cost of postretirement benefits charged to KCP&L are accrued during an employee's years of service
and recovered through rates. The Company funds the portion of net periodic postretirement benefit
costs that are tax deductible. For post-retirement health care plans sponsored by Great 'Plains Energy,
contributions and expense are allocated to KCP&L and Services based upon the number of plan
participants.
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The following pension benefits tables provide information relating to the funded status of all defined
benefit pension plans on an aggregate basis as well as the components of net periodic benefit costs.
The plan measurement date for-the majority of plans is September 30. In2005, contributions of $0.2
million and $3.8 million were made to the pension and postretirement benefit plans, respectively, after,
the measurement date and in 2004, contributions of $20.7 million were made to the pension plans after
the measurement date. Net periodic benefit costs reflect total plan benefit costs prior to the effects of
capitalization and sharing with joint-owners of power plants.
Pension Benefits
2005
2004
..•Change in projected benefit obligation (PBO)
PBO at beginning of year
Service cost
Interest cost

$

515.7
17.3
29.8

(millions)
501.5
$
16.7
30.1

$

Contribution by participants
Amendments

Actuarial loss (gain)
Benefits paid
Benefits paid by Company
PBO at end of plan year
Change in plan assets
Fair value of plan assets at beginning of year
Actual return on plan assets
Contributions by employer and participants
Benefits paid "
Fair value of plan assets at end of plan year
Prepaid (accrued) benefit cost
Funded status
Unrecognized actuarial loss,
Unrecognized prior service cost
Unrecognized transition obligation
Net prepaid (accrued) benefit cost
Regulatory asset, net
Net amount recognized at December 31,,

49.1
0.9
2.9

$

52.1
0.9
3.1

-

1.2

1.1

0.6

-

-

-

33.0
(41.2)
(0.6),

25.1
(54.7)
(0.3)

3.6
(4.1)
(0.6)

(2.7)

-

Settlements

Other Benefits
2005
2004,

(3.2)
(4.3)-,•
(0,6)

-

$

554.6

$

515.7

$

53.0

$

49.1

$

370.5
47.8
35.1
(41.2)
412.2

$

341.0
3379
50.3
(54.7)
370.5

$

14.7
0.3
1.3
(4.1)
12.2

$

$

8.3
0.3
10.4
(4.3)
14.7

$ (145.2)

$

(40.8) $
14.1
0.8
8.2
(17.7)1.

(34.4)
10.5
1.0
9.4
(13.5)

87.4

$

(17.7)

(13.5)
($

89.2
(1.8)

$ .

$
$

$

(142.4)
195.0
32.6
0.3
85,5.5
14.6
100.1

Amounts recognized In the consolidated balance sheets
Prepaid benefit cost
$
98.3
Accrued benefit cost
(12.8)
Minimum pension liability adjustment,
Intangible asset
Accumulated other comprehensive income

(74.3)
14.4
59.9

Regulatory asset, net
Netamount recognized In balance sheets
Contribu'tions and changes after
measurement date
-Net amount recognized at December 31

14.6
100.1
$
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0.2
100.3

$

$

195.9
36.3
0.4.
87.,4,
$

,

$

$
(17.7)

J(84.2)
15.6
68.6

-

20.7
108.1

-

.87.4
$

-

(13.5)

.(17.7)
$

3.8
(13.9)

(13.5)
$

(13.5)

'Pension Benefits
Other Benefits:
20052004
2003
2005
2004
2003
Components of net periodic benefit cost
(millions)
.
Service cost
$ 17.3: $ 16.7
$ 15.0
$ 0.9
$ 0.9
$ 0.9
Interest cost
29.8
30.1
29.9
2.9
3.1
3.2'
Expected return on plan assets
(32.4)
-(31.7)
(27.7)
-(0.6)
(0.6)
(0.6)
Amortization of prior service cost
4.3
4.3
4.3
0.2
.,0.2
0.2
Recognized net actuarial loss (gain)
18.6
7.7
1.3
0.5
0.7
0.6
Transition Obligation
0.1
0.1
0.1
1.2
1.2
1.2
Amendment
Net settlements

Net periodic benefit cost before_
.regulatory adjustment
Repulatory adjustment

-Net periodic benefit cost

1.8-

-

$

-

37.7

29.0

22.9

(14.6)

-

-

23.1

$

29.0

0.1

--

$

22.9

-

5.1
$

-

-

5.5

5.1.-

$

_,5.6

5.5

.$

5.6

The accumulated benefit obligation (ABO) for all defined benefit pension plans was $469.9 million and
$445.4 million at December 31, 2005 and 2004, respectively. The PBO, ABO and the fair Value of plan
assets at plan year-end are aggregated by funded and under funded plans in the following table.
.2005
Pension plans with the ABO In excess of plan assets
Projected benefit obligation
Accumulated benefit obligation
Fair value of plan assets
Pension plans with plan assets in excess of the ABO
Projected benefit obligation
Accumulated benefit obligation
.
Fair value of plan assets

2004
(millions)

$ 337.8
280.6
204.1

$ 309.8
266,1
180.0,

$ 216.8
189.3.
208.1

$ 205.9
179..3
190.5

.

The expected long-term rate of return on plan assets is based on historical and projected rates of return
for current and planned asset classes in the plans' investment portfolio. Assumed projected rates of
return for each asset class were selected after analyzing historical experience and future expectations
of the returns of various asset classes. Based on the target asset allocation for each asset class, the
overall expected rate of return for the portfolio was developed and adjusted for the effect of projected
benefits paid from plan assets and future plan contributions.
The following tables provide the weighted-average assumptions used to-determine benefit obligations
and net costs.
Weighted average assumptions used to determine
the benefit obligation at plan year-end
Discount rate
Rate of compensation increase
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Pension Benefits
2005
2004
5.62%
5.82%
3.57%" ' 3.06%

Other Benefits
2004
2005
5.62%
.5.82%,
3.60%
3.05%

Weighted average assumptions used to determine
net costs for years ended at December 31
Discount rate
Expected long-term return on plan assets
Rate of compensation increase
* after tax

Pension Benefits
2005
2004
5.82%
6.00%
8.75%
9.00%
3.30%
3.06%

Other Benefits
2005
2004
5.82%
6.00%
4.26% * 6.62%
3.05%
3.25%

*

Primarily as a result of lower discount rates and historical losses in the market value of plan assets, the
Company has a minimum pension liability offset by an intangible asset and OCl. The amounts
recognized in Great Plains Energy's and consolidated KCP&L's balance sheets related to the minimum
pension liabilitylare detailed in the following table.
Great Plains Energy
December 31
2005
2004

Consolidated KCP&L
December 31
2005
2004

(millions)

Additional minimum pension liability
Intangible asset
Deferred taxes
OCI, net of tax

$ 74.3
14.4
22.5
37.4

$ 84.2
15.6
26.3
42.3

$ 73.5
13.7
22.5
37.3

$ 79.8
14.6
25.0
40.2

Pension plan assets are managed in accordance with "prudent investor" guidelines contained in the
ERISA requirements. The investment strategy supports the objective of the fund, which is to earn the
highest possible return on plan assets.within a reasonable and prudent level of risk. Investments are
diversified across classes and within each class to minimize risks. At December 31, 2005 and 2004,
respectively, the fair value of plan assets was $412.2 million, not including a $0.2 million contribution
made after the plan year-end, and $370.5 million, not including a $20.7 million subsequent contribution.
The asset allocation forthe Company's pension plans at the end of 2005 and 2004, and the target
allocation for 2006 are reported in the follIowing table. The portfolio is periodically rebalanced to
generally meet target allocation percentages.
Plan Assets at
Asst Category
Equity securities

.Debtsecurities
Real estate
Other

Total

Target
Allocation
'.61% .

27%
7%

December 31
2005
2004
61%
59%

26%
7%-

31%
8%

5%

6%

2%

100%

100%

100%

Assumed health care costtrend rates have a significant effect on the amounts reported for the health
care plans. The cost trend assumed for 2005 was 10% and is:9% for 2006.. The cost trend rate will
continue-to decline through 2010 to the ultimate cost trend rate of 5%. The health care plan requires
retirees to make monthly contributions on behalf of themselves and their dependents in an amount
determined by the Company.
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The effects of a one-percentage pointchange in the medical cost trend rates, holding all other
assumptions constant, at December 31, 2005, are detailed in the following table.
Increase -Decrease
(millions)
$ 0.1
$ (0.1)
0.7
(0.7)

Effect on total service and interest component
Effect on postretirement benefit obligation

The Company expects to contribute $20.0 million to the plans in 2006, which includes $6.0 million to'
meet ERISA funding requirements, all of which will be-paid by KCP&L. The Company will also"•'
contribute $4.6 million to other postretirement benefit plans in 2006,$4.3 million of which 'willbe paid by!
KCP&L. The Company's funding policy is to contribute amounts sufficient to meet the ERISA minimum
funding requirements plus additional amounts as considered appropriate; therefore, actual contributions
may differ from expected contributions. The following benefit payments, which reflect expected future
service, as appropriate, are expected to be. paid through 2015..
Pension
Other
Benefits
Benefits
-

.(millions)

2006
2007
2008
2009
2010

-2011-2015

$ 43.8
43.2
41.8
42.7
.45.6
230.3

$
.

6.0
7.0.
7.7
8.6
9.3

".

..

.*

57.1,

Employee Savings Plans
Great Plains Energy has defined contribution savings plans that cover'substantially all employees. 'The
Company matches employee contributions, subject to limits. TTh eannual cost of the plansKCP&Us
was $4.8"I
Consolidated
million, $4.9 million and $4.7 million in 2005, 2004 and 2003, respectively.
annual cost of the plans was approximately $3.1 million for each of the last three years.
Strategic Energy Phantom Stock Plan
Strategic Energy had a phantom stock plan that provided incentive in the form of deferred
compensation based upon the award of performance units, the value of which was related to the
increase in profitability of Strategic Energy. The plan was terminated and an insignificant amount of
costs were recorded in 2004. Strategic Energy's annual cost for the plan was $4.6 million in 2003.
Cash-Based Long-Term Incentives
•
In 2005, Strategic Energy initiated long-term incentives designedto reward officers and key members
of management with Great Plains Energy restricted stock (issued under the Company's Long-Term
Incentive Plan) and a cash performance payment for achieving specific performance goals over stated,..
periods of time, commencing January 1, 2005: The restricted stock compensation expense is
discussed in Note 10. In 2005, compensation expense of $1.6 million was recognized forthe cash- ,

based incentives.
10. EQUITY COMPENSATION
The Company's Long-Term Incentive Plan is an equity compensation plan approved by its
shareholders. The Long-Term Incentive Plan permits the grant of restricted stock, stock options, limited
stock appreciation rights and performance shares to officers and other employees of the Company and
its subsidiaries. In accordance with the provisions of SFAS No. 123, compensation expense and
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accrued dividends related to equity compensation are recognized over the stated vesting period.
Forfeitures of equity compensation are recognized when incurred and previously recorded .
compensation expense related to the forfeited shares is reversed. The maximum number of shares of.
Great Plains Energy common stock that can be issued under the plan is 3.0 million. At December 31,
2005, 2.0 million shares remained available for future issuance.
Stock Options Granted 2001 - 2003
Stock:options were granted under the plan at market value of the shares on the grant date. ,The
options vest three years after the grant date and expire in ten years if not exercised. Exercise prices,.
range from $24.90 to $27.73 and the weighted-average remaining contractual life at December 31,
2005 was 6 years., In accordance with the provisions of SFAS No. 123, the Company recognized an
insignificant amount of compensation expehse in2005, 2004 and 20031
The fair value for the stock options granted in 2001 - 2003 was estimated at thedate of grant using the
Black-Scholes option-pricing model. -Theoption valuation model requires the input of highly subjective
assumptions, primarily stock price volatility, changes in which can materially affect the fair value
estimate. The weighted-average assumptions used are detailed in the following table.
2003
4.77 %
Risk-free interest rate
6.88 %
Dividend yield
22.65 %
Stock volatility
10.
Expected option life (inyears)
All stock option activity for the last three years is summarized in the following table.

Beginning balance
Granted
Exercised
Forfeited
Ending balance
Exercisable at December 31
* weighted-average

2004
Price*
Shares.
$
25.41
241,898

2005
Price*
Shares
195,973
$.25.48
-

(68,000)
(16,518)
111,455
95,000.

-

-

-

24.7"ý9
25.50
$ 25.48
$ 25.43

(26,000)
(19,925)
195,973
75,000

25.08
26.57
$ 25.56
$ 25.19

2003
Shares
Price*
$ 25.21
397,000
27.73
27,898
26.19
(16,000)
25.26
(167,000)
241,898
$ 25.41
7,000 $ 21.67
-.

price

Performance Shares
The payment of performance shares is contingent upon achievement of specific pei'formance goals
over a stated period of time as approvedby the Compensation and Development Committee of the
Company's Board of Directors. The number of performance shares ultimately paid can vary from the
number of shares initially granted depending on Company performance over stated performance
periods. Performance shares have a value equal to the market value of the shares on the grant date
with accruing dividends., Performance share activity for the last three years is summarized in the
following table.
Beginning balance

Granted
Cancelled
Forfeited

Ending balance .

'2004
20,744

2005
19,313

-

-

(

8

172,761

95

20,744

:

182,130
-

2003 "
144,500

(1,431)
19,313

(144,500)
-

20,744

-

Compensation expense for: performance shares isrecognized over the performance period. In 2005,''
the Company'recognized compensation expense of $1.2 millioniand reversed an insignificant amount
related to forfeited shares. The Company recognized -an insignificant amount of compensation expense
in 2004 and $0.4 million in 2003. No compensation expense had been recorded related to
performance shares cancelled in 2003.
Restricted Stock
Restricted stock cannot be sold or otherwise transferred by the recipient prior to vesting and has a
value equal to the fair market-value of the shares on the grant date.- Restricted stock shares issued in-,2003 totaling 57;315 vested in 2003 and were issued .out of treasury stock; however, 54,436 of these _.i
shares were restricted ýas to transfer until December 31 2004, but were considered vested under SFAS
No. 123 because the employee's right to retain the shares of -stockwas not contingent upon remaining
in the service of the Company and was not contingent upon achievement of performance conditions.
All other restricted stock shares issued vest on a graded schedule over a -stated period of time with'.
accruing reinvested dividends. Restricted stock activity for the last three years is summarized in the!
following table.
2005
-.76,214
79,872
(25,404),
(10,716) ...

Beginning balance
Granted (a)
Vested
Forfeited

2004
62,881
13,333

2003
120,196
(57,315)

Ending balance
119,966
76,214
62,881
(a)Restricted stock shares granted in 2005 totaling 3,497 were issued out of
treasury stock., Restricted stock shares issued in 2003totaling 57,315
vested in 2003 and were issued out of treasury stock.

Compensation expense for restricted stock is recognized over the vesting period. -The Company
recognized compensation expensebof $1.4 million, $0.6 million and $1.8 million in 2005, 2004 and -'•
2003, respectively and reversed an insignificant amountrelated to forfeited shares in 2005.
11. TAXES

-

Components of income taxes are detailed in the following tables.."-...
Great Plains Energy
Current income taxes
Federal
.
Stat-

Total

.

,
....

Deferred income taxes
Federal ,
,
state
Total
Investment tax credit amortization
Total income tax expense
Less: taxes on discontinued
--operations (Note 8)
Current tax benefit
.Dferred tax (benefit) expense
Income taxes-on-continuing operations
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2005

2004
(millions)

2003

$ -64.3
1.3
65.6

$,19.9

$ 12.1

13.3
-33.2

8.9
,21.0

(4.2)

45.8

23,3

18.8)"
(23.0)
(3.9)
38.7

(15.5)
30.3
(4.0)
59.5

35
26.8
(4.0)
43.8

(5.0) "
10.0
$ 54.5 ,-$

(31.1)
(3.7)
78.6

(1.0)
$ 39.7

Consolidated KCP&L
Current income taxes
Federal
State
Total
Deferred income taxes
Federal
State,
Total
Investment tax credit amortization
Total income tax expense
Less: taxes on discontinued
operations (Note 8)
Current tax (benefit) expense
Deferred tax expense
Income taxes on continuing operations

2005

2004,
(millions)
$ 39,21
6.7
45.9

$ 79.9
.5.6
85.5
(14.3)
(19.1)
(33.4)
(3.9)
48.2

2003
$ 26.1'
5.7
31.8

22.2
(11.3)
10.9
(4.0)
52.8

37.1
6.843.9
(4.0)
71.7

(21.5)
9.7
$ 83.5

-

$ 48.2

$ 52.8_

Income Tax Expense and Effective Income Tax Rates
Income tax expense and the effective income tax rates reflected in continuing operations in the fihancial
statements and the reasons for their differences from the statutory federal rates are detailed in the
following tables.
Great Plains Energy
Federal statutory income tax
Differences between book and tax
depreciation not normalized
Amortization of investment tax credits
Federal income tax credits
State income taxes
Changes in uncertain tax positions, net
Rate changes on deferred taxes
Valuation allowance
Other

Total

Consolidated KCP&L

Income Tax Expense
2005
2004
2003
(millions)
$ 71.4
$ 79.8
$ 93.9

Amortization of investment tax credits

State income taxes
Changes in uncertain tax positions; net
,
Rate changes on deferred taxes
Allocation of parent company tax benefits
Other
Total

35.0 %

35.0, %

35.0 %
1.5
(1.5)
(5.4)
3.0
4.5

2.3
(3.9)
(10.0)
2.7
(7.9)

1.4
(4.0)
(12.8)
7.9
(3.4)

3.9
(4.0)
(14.4)
8.2
12.0

1.1
-(1.9)
(4.9)
1.3
(3.9)

0.6
(1.7).
(5.6)
3.5
(1.5)

(11.7)

(8.6)
0.5

(15.8)
(5.2)

(5.8)
(1.4)

(3.8)0.2
(2.8)

19.5 %

23.9 % .29.3

-

(3.2)

$ 39.7

(6.3)
$ 54.5

-

$ 78.6

.Income Tax.Expense
2005
2004-: - 2003
(millions)

Federal statutory income tax
Differences between book and tax
depreciation not normalized-

Income Tax Rate
2005
2004
2003

$ 67.1

$ 68.6

2005

2.3

1.4

ý33.9

(4.0)

(4.0)

7.0
(2.7)
(8.6) .
(5.9)
(3.0)
$ 52.8
$

97

(5.9)
(1.9)

%

Income Tax Rate
2004
:--:2003

-

$ 73.3

(3.9)'

4.2
(1.7)
(11.7)
(5.4)
(2.7)
$ 48.2

-

7.1
3.9
.
(0.7)
83.5

35.0 %
:11.2
:
(2.0)

.

35.0
-0.7
(2.0)

2.2
.3.6
(0.9)
(1.4)
(4.4)
(6.1)
(2.8)
(3.0)
(1.5)
(1.5) .
25.1 % 27.0 %

35.0 %
1.9
- (1.9)

-3.4
1.9
-

(0.4)
39.9 %

During 2005, GreatPlains Energy and consolidated KCP&L's income tax expense decreased by $7.5
million and $6.3 miliion, respectiViely, due to the favorable impact of sustained audited positions on the
companies' composite tax rates. Great Plains Energy's income tax expense was also reduced by $5.7
million due to events during 2005 that strengthened the probability of sustaining tax deductions taken
on previously filed tax returns.,SFAS No. 109 requires the companies to adjust deferred tax balances to reflect-tax rates that are
anticipated to be in effect when the differerces reverse. The largest component of the companies'
decreases in effective income tax rates in 2005 and 2004 was the result of adjusting KCP&L's deferred
tax balance to its lower composite tax rate due to the impact of. sustained. audited positions and state
tax planning. The impact of the compositetax rate reductions on-the deferred taxbalances resulted in
tax benefits for Great Plains Energy and consolidated KCP&L of $1 1.7 million in 2005 and $8.6 million
in 2004.
Deferred Income Taxes
The tax effects of major temporary differences resulting in'deferred incomelax assets (liabilities) in the
consolidated balance sheets are in the following tables.
December 31
Current deferred income taxes
Nuclear fuel outage
Derivative instruments
Accrued vacation
Other
Net current deferred income tax asset
;,-`(liability)'
Noncurrent deferred income taxes
Plant related
Income taxes on future regulatory recovenes
Derivative instruments
Pension and postretirement benefits
Storm related costs
Debt issuance costs
Gas properties related
S-O
2 erhiission allowance sales,
:-Tax credit carryforwards
Alternative minimum tax credit carryforward
Stte net operating loss carryforward
Other

Great Plains Energy
2005
2004

$

Net noncurrent deferred tax liability

Net deferred income tax liability

December 31

(millions)
3.4
ý(I 1.2)
4.7
1.8

$

(13)

$

3.4

(1.2)

-

4.5
4.7

4.7
0.8

$

5,11
0.1
3.8
3.8

12.8

.8.9

(556.5)
(81.0)
(0.5)
(9.0)
(3.7)
(2.8)
(3.4)
1.3,
23.7
4.1
0.5
(4.4)

(554.2)
(85.7)

6.2_

(2.1)

(631.7)
(0.5)
(632.2)
$ (619.1)

(627.0)

(654.0)
(654.0)
$ (641.2)

(8.0)
(1.9)
(2.7),
(1.3)
24.2
16.0
0.5
3.3
(620.9)
(0.5)
(621.4)
$(622.7)

5.1

13.1

(554.2)
(85.7)
(11.1)

.

-Net noncurrent deferred tax liability before
--valuation -allowance
Valuation allowance

Consolidated KCP&L
2005
2004

Great Plains Energy
2005
2004

:

(556.5)

(81.0)

-.:

(4.5)'
(8.4)
(1.9)
(2.7)
24.2

(627.0)
$ (618.1)

(9.2)
(3.7)

(2.8)
1.3

Consolidated KCP&L
2005
2004

-I(rnillinnq!

Gross deferred income tax assets
Gross deferred income tax liabilities
Net deferred income tax liability

$ 120.3
(743.0)
$ (622.7)
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$ 144 .3
$(763 .4)
$ (619 .1)

$ 100.3

$ 120.8

- (718.4)

(762.0) .;
.
$ (641.2)-

$ (618.1)

,
-

Tax Credit Carryforwards
At December 31, 2005, the Company had $16.0 million of state income tax credit carryforwards. These
credits relate primarily to the Company's MissoUri affordable housing investment portfolio, and the
carryforwards expire in years 2008-to 2010. Management believes the credits will be fully utilized within
the carryforward period.
Net Operating Loss Carryforwards
At December 31, 2004, KLT Inc. and subsidiaries had Kansas state net operating loss carryforwards of
$10.0 million primarily resulting from losses associated with DTI. KLT Inc. and subsidiaries moved its
corporate headquarters to Missouri in 2003, and as'a result, will not have sufficient presence in Kansas
to utilize the losses. The Kansas state net operating loss carryforwards expire in years 2011 to 2012.
In 2004, management determined that the loss carryforwards will more likely than not expire unutilized
and has provided a valuation allowance against the entire $0.5 million deferred state income tax,
benefit.
Uncertain Tax Positions
Management evaluates and records tax liabilities for uncertain tax positions based on the probability of
ultimately sustaining the tax deductions or income positions. Management assesses the probabilities of
successfully defending the tax deductions or income positions based upon statutory, judicial or
administrative authority.
At December 31, 2005 and 2004, the Company had $4.6 million and $13.4 million, respectively, of
liabilities for uncertain tax positions related to tax deductions or income positions taken on the
Company's tax returns. Consolidated KCP&L had liabilities of $1.2 million and $3.7 million at
December 31, 2005 and 2004, respectively. Management believes the tax deductions or income
positions are properly treated on such tax returns, but has recorded reserves based upon its
assessment of the probabilities that certain deductions or income positions may not be sustained when
the returns are audited. The tax returns containing these tax deductions or income positions are
currently under audit or will likely be audited. The timing of the resolution of these audits is uncertain.
If the positions are ultimately sustained, the Company will reverse these tax provisions to net income. If
the positions are not ultimately sustained, the Company may be required to make cash payments plus
interest and/or utilize the Company's federal and state credit carryforwards. During 2005, the Company
reversed $9.2 million of previously recorded liabilities for uncertain tax positions primarily due to
sustained audited tax positions and the occurrence of events that strengthen the probability ofsuccessfully defending deductions taken on its tax returns. During 2005, consolidated KCP&L reversed
$2.0 million of tax liabilities for uncertain tax positions.
Internal Revenue Service Settlement
In November 2002, KCP&L accepted a settlement offer related to the proposed disallowance of interest
deductions on corporate-owned life insurance (COLI) loans. The offer allowed 20% of the~interest
originally deducted and taxed only 20% of the gain on surrender of the COLI policies. KCP&L
surrendered the policies in February 2003. KCP&L paid $1.3 million- to the' IRS in 2003 to satisfy the
liability associated with the surrender. In December 2004, KCP&L settled the 1995-1999 IRS audit and
paidtax of $7.3 million and interest of $4.2 million related to the disallowed COLI intereSttdeduction.
KCP&L'accrued for these payments in 2000.,
-

In-addition to COLI, as part of the settlement of the 1995-1999 IRS audit, consolidated KCP&L agreed
to additional tax of $6.9 million and interest of $5.9 million related primarily to timing differences. 'This
settlement did not have a significant impact on consolidated KCP&L's net income because the liability
had been previously recorded in the liabilities for uncertain tax positions or had offsetting impacts on
deferred taxes.
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12. RELATED PARTY TRANSACTIONS AND RELATIONSHIPS
Consolidated KCP&L receives various support and administrative services from Services. These,"
services are billed to consolidated KCP&L at cost, based on payroll and other expenses, incurred by..
Services for the benefit of consolidated KCP&L These costs totaled $42.6 million, $62.7 million and
$45.2 million for 2005, 2004 and 2003, respectively. These costs consisted primarily of employee
compensation, benefits and fees associated with various professional services. At December 31, 2005
payable to Services of $3.5 million and $9.2,
had a net intercompany
and 2004, consolidated KCP&Lapproximately
80% of Services' employees were transferred to KCP&L to
million, respectively. In 2005,
better align resources with the operating business..'
13. COMMITMENTS AND CONTINGENCIES
Environmental Matters
The Company is subject to regulation by federal, state and local authorities with regard to air and other
environmental matters primarily through KCP&L's operations. The generation, transmission and
distribution of electricity produces and requires disposal of certain hazardous products that are subject
to these laws and regulations. In addition to imposing continuing compliance obligations, these laws
and regulations authorize the imposition of substantial penalties ,for noncompliance, including fines,
injunctive relief and other'sanctions. Failure to complywith these laws and regulations could have a
material adverse effect on consolidated KCP&L and Great Plains Energy.
KCP&L operates-in an environmentally responsible manner and seeks to use current technology to,"'
avoid and treat contamination. KCP&L .regularly conducts environmental audits designed to ensure
compliance with govemmental regulations and to detect contamination. At December 31, 2005 and
2004, KCP&L had $0.3 million accrued for environmental remediation expenses. The accrual covers
water monitoring at one site. The amounts accrued were established on an undiscounted basis and
KCP&L does not currently havean estimated time frame over which the accrued amounts may be paid
out.

Environmental-related legislation is continuously introduced in Congress. Such legislation typically
includes various compliance dates and compliance limits. Such legislation could have the potential for
a significant financial impact on KCP&L, including the installation of new pollution control equipment to
achieve compliance. However, KCP&L would seek~recovery of capital costs and expenses for such
compliance through rates. KCP&L will continueto monitor proposed legislation.
The following table contains estimates of expenditures to comply with environmental laws and
regulations described below. The allocation between states is based on location of the facilities and
has no bearing as to recovery in jurisdictional rates.
Clean Air Estimated Required
Environmental Expenditures
CAIR
Incremental BART,

Incremental CAMR
Comprehensive energy plan retrofits
Estimated required environmental expenditures in
excess of the comprehensive energy plan retrofits

Missouri
$395 - 575
55 - 85
48 -70
(171)
$327-- 559

Kansas
(millions)
$
225 - 325

4 -6
(101)

Total
$395 - 575
280 410
-

52 -76(272)

Estimated
Timetable
2005-2015
2005 - 2013

2010-2018
2006-2008

$128 - 230, -$455 - 789

Expenditure estimate S provided in the table above include, but ýare not limited to, the'accelerated
environmental upgrade expenditures included in the MPSC and KCC orders discussed in Note 5.
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These expenditures are expected to reduce SO 2, NO,, mercury and air particulate matter. KCP&L's
expectation is that any such expenditures will be recovered through rates.
Clean Air Interstate Rule
The Environmental Protection Agency (EPA) Clean Air Interstate Rule (CAIR) requires reductions in
SO 2 and NO. emissions in.28 states, including Missouri, and became effective July 11, 2005. The"
reduction in both SO 2 and NOx emissions will be accomplished through -establishment of permanent
statewide caps for NO, effective January 1, 2009, and S02 effective January 1, 2010. More restrictive capswill be effective on January 1,:2015.ý KCP&L's coal-firediplants located in Missouri are subject to
CAIR, while its coal-fired plants in Kansas are not.
KCP&L expects to meet the emissions reductions required by CAIR at its Missouri plants through a
combination of pollution control capital projects and the purchase of emission allowances in the open
market as needed. The final rule establishes a market-based cap-and-trade program. Missouri will
establish an emission allowance allocation mechanism through a State Implementation Plan (SIP) that
is expected to be issued by December 2006.. Facilities will demonstrate compliance with CAIR by
holding sufficient allowances for each ton of SO2 .and NO. emitted in any given year with SO 2 emission
allowances transferable among all regulated facilities nationwide and NOx emission allowances ,- ,
transferable among all regulated facilities within the.28 CAIR states.. KCP&L will also be allowed to
utilize unused SO 2 emission allowances that it has banked from previous years of the Acid Rain
Program to meet the more stringent.CAIR requirements. At December 31, 2005, KCP&L had over
125,000 tons of SO2 emission allowances, which are recorded in inventory at zero cost. KCP&L is
permitted to sell excess SO2 emission allowances in accordance with KCP&L's comprehensive energy
plan as approved by the MPSC and KCC. During 2005, KCP&L sold SO 2 emission allowances for
proceeds of $61.0 million. -See Note 5 for more information'.,
Analysis of the final rule indicates that selective catalytic reduction technology for NO, control and
scrubbers for SO2 control will likely be required for KCP&L's Montrose station, in addition to the
environmental upgrades at latan No. lincluded in the comprehensive energy plan. The timing of the
installation of such control equipment is currently being developed. KCP&L continues to refine the -,
preliminary cost estimates detailed in the table above and explore alternatives. The ultimate cost of
these regulations could be significantly different from the amounts estimated. As discussed below,.,,certain of the control technology for SO2 and NO, will also aid in the control of mercury.
Best Available Retrofit Technology Rule
In 2005, the EPA published regulations on best available retrofit technology (BART) that amended its
July 1999 regional.haze regulations regarding emission controls for industrial, facilities emitting air,
pollutants that reduce visibility. The BART regulations apply to specific eligible facilities and were,
effective September 6, 2005. KCP&L coal-fired plants on the BART eligible list include LaCygne Nos. I
and 2 in Kansas and latan No. 1 and Montrose No. 3 in Missouri. The CAIR suggests that states in
CAIR that meet the CAIR requirement may also meet BART requirements for individual sources. .
Missourilis considering this proposal as part of the CAIR SIP, but no final decision has been reached.
Kansas is not a CAIR state and therefore BART will likely impact LaCygne Nos. I and 2. The BART:
rule directs state air quality agencies to identify whether emissions from sources subject to BART are,
below limits set by the state, or whether retrofit measures are needed to reduce emissions. States
must submit a BART implementation plan in 2007 with required emission controls. If emission controls
to comply with BART are required at LaCygne Nos. 1 and 2, additional capital expenditures will be
required. KCP&L continues to refine its preliminary cost estimates detailed in the table above and
explore alternatives. The ultimate cost of these regulations could be significantly different from the
amounts estimated.
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Mercuiry'Emissions . .
In 2000, the National Research Council published its findings of a study under-the Clean Air Act, whichK
stated that power plants that burn fossil fuels, particularly coal, generate the greatest amount of
mercury emissions from man-made sources. In 2005, the EPA reversed its December 2000 finding
that.it was "appropriate and necessary" to regulate fossil fuel-fired power plants under section 112 of,
the Clean Air Act, concluding that the earlier finding lacked foundation and that recent information
plants under
demonstrates that it is not appropriate or necessary:to regulate fossil fuel-fired power
112(c) list: section
the
from
plants
power
oikfired
and
coalremoved
sectioni 112.The EPA therefore
Under section.112 of the Clean Air Act, the EPA would have been required to issue Maximum Available
Control Technology standards for affected facilities and would have been 'prohibited from using cap and
trade provisions for achieving compliance.
In 2005, the EPA published the Clean Air Mercury Rule (CAMR), which regulates mercury emissions•c..
from coal-fired power plants located in48 states,. including Kansas and Missouri, under the New Source
Performance Standards of the Clean Air Act:. The-rule was effective July 18, 2005, and established a
market-based cap-and-trade program that will reduce nationwide utility emissions of mercury in two •,
phases. IThe first phase cap is effective January 1, 2010, and will establish a permanent nationwide- a
cap of 38 tons of mercury for coal-fired power-plants. :Management anticipates meeting the first phase&cap by taking advantage of KCP&L's&mercury reductionsachieved through capital expenditures to, J
comply with CAIR and BART., The second phase is effective January 1', 2018, and will establish a
implemented,'
fully
When
permanent nationwide cap of 15 tons of mercury for coal-fired power.plants.-the rule will reduce utility emissions of mercury by nearly 70% from current emissions of 48 tons per:,
year.aa
a
Facilities will demonstrate compliance with the standard by holding allowances foreach ounce of•
regulated
all
among
transferable
readily
be
will
allowances
and
year
given
any
in
emitted
mercury
facilities nationwide. Under the~cap-and-trade program, KCP&L will be able to purchase mercury
allowances or elect to install pollution- control'equipment to achieve compliance. While it is expected; that mercury allowances will be available in sufficient quantities for purchase in the 2010-2018
obtain
abilityto
KCP&L's
timeframe, the significant-reduction in the-nationwide'cap in 2018 may hamper
reasonably priced allowances beyond 2018:'• Management expects capital expenditures will be required
to install additional pollution control equipment to meet the second phase cap. During the ensuing
years, management willclosely monitor.advances in technology for, removal of mercury from Powder
River Basin (PRB) coal and expects to make decisibIns regarding second phase removal based on then
available technology to meet the 2018 compliance date. The ultimate cost of this-rule could be
significantly different from the amounts estimated in the table above. KCP&L is a participant in the
DOE project at the Sunflower Electric Holcomb plarnt to investigate control technology options for,
mercury removal from coal-fired plants burning sub-bituminous coal.
-

-

-

-

'

In 2005, the EPA agreed to reconsider certain aspects of the rule and to invite additional comments on
certain aspects of the'rule: However,- in *itsreconsideration notice, the EPA reiterated its position thatthe methodology used for the risk analysis performed ýto justify the CAMR is sound and scientifically
justified. Comments were due in December2005, The EPA's-actions to de-list mercury under section
112 of the Clean Air Act and issue CAMR remain controversial and subject to challenge. --

-a
Carbon Dioxide-delegates from 167 nations, including the U.S., agreed
Japan;
in
Kyoto,
At a December 1997-meeting
to a treaty (Kyoto Protocol) that would require-a 7% reduction in U.S. CO2 emissions below 1990 levels,
a nearly 30% cut from current levels. in.2001-!the Bush administration announced it will not negotiate
implementation of the Kyoto Protocol and it will not 'send the Kyoto Protocol to the U.S. Senate for .
ratification.
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In 2002, President Bush unveiled his Clear Skies Initiative, which included a climate change policy. .....
The climate change policy is a voluntary program that relies heavily on incentives to encourage industry
to voluntarily limit emissions. The strategy includes tax credits, energy conservation programs, funding'.
for research into new technologies, and a plan to encourage companies to track and report their
emissions so that companies could gain credits for use in any-future emissions trading program. The
greenhouse strategy links growth in emissions of greenhouse gases to economic output. The
administration's strategy is intended to reduce the greenhouse gas intensity of the U.S. economy by
18% over the next 10 years. Greenhouse gas intensity measures the ratio of greenhouse gas
emissions to economic output as measured by Gross Domestic Product (GDP). Under this plan, as the
economy grows, greenhouse gases also would continue to grow, although at a slower rate than they
would have without these policies in place. When viewed per unit of economic output, the rate of
emissions would drop. The plan projects that the U.S. would lower its rate of greenhouse gas _. ._ :.
emissions from an estimated 183 metric tons per $1 million of GDP in 2002 to 151 metric tons per:
$1 million of GDP by 2012.
In 2002,'KCP&L joined the Power Partners through Edison Electric Institute (EEl). Power Partners is a
voluntary program with the DOE under which Utilities commit to undertake measures to reduce, aVoid or
sequester CO 2 emissions. -In2003, the EEl sent a letter to numerous-Administration officials, in which
the EEl committed to work with the government over the next decade to reduce the power sector's CO 2
emissions per kWh generated (carbon intensity) by the equivalent of 3% to 5% of the current level. In
2004, Power Partners entered into a cooperative umbrella memorandum of understanding (MOU) with
the DOE. This MOU contains supply and demand-side actions as well as offset projects that will be
undertaken to reduce the power sector's CO 2 emissions per kWh generated over the next decade consistent with the EEl commitment of 3% to 5%.
Air ParticulateMatterand Ozone
In 1997, the EPA revised ozone and particulate matter air quality standards creating a neweight,-hour
ozone standard and establishing a new standard for particulatematter less than 2.5 microns (PM-2.5)
in diameter. In 2004, the EPA designated the -Kansas City area as attainment with respect to the PM2.5 National Ambient Air Quality Standards (NMAQS). In 2005, the EPA published a final rule that 7,
designated Jackson, Platte, Clay and Cass counties in Missouri'and Johnson, Linn, Miami and
Wyandotte counties in Kansas as attainment with respect to the eight-hour ozone NAAQS effective
June,2,2005.
Water Use Regulations,

In 2004, the EPA finalized the Phase II rule implementing'Sectiofn316(b) of the Clean Water Act
establishing standards for cooling water intake structures ateexisting facilities. This final iegulation is
applicable to certain existing power producing facilities that employ cooling water intake structures that
withdraw 50 million gallons or more per day and use 250 or more of that Water for &ooling purposes.
KCP&L is required to complete a Section 316(b) comprehensive demonstration study on each ofits,
generating facilities' intake structures by the end of 2007, the studes,are expected to cost a t6tal of
$1.2 million'to $2.0 million. Depending on the outcome of the comprehensive demonstration Studies,
faciities may be required to implement technological, operational or restoration measures to achieve
comp!iance. Conmpliance with the final rule is expected tobe achieved between 2011 and 2014.UntilI
the Section 316(b) comprehensive demonstration studies are completed, theimpact of this final rule
cannot'be quantified.
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Contractual Commitments,
Great Plains Energy's and consolidated KCP&L's expenses related to lease commitments are detailed
:
in the following table.
2004
2003
(millions)
$ 23.1
$ 18.4
$ ý19.4,
Consolidated KCP&L
1.0
1.4
1.9
:Other Great Plains Energy(a
$ 24.1
$ 20.3
$,20.8
Total'Great Plains Energy
(a) Includes insignificant amounts related to discontinued operations.
2005

-

Great Plains Energy's and consolidated KCP&L's contractual commitments at December 31, 2005,
excluding pensions and long-term debt are detailed in the following tables.
GreatPlains Energy ContractualCommitments
After 2010

Total

$ 91.0

$ 157.5

37.7
32.3
46.0
91.5
5.4
18.6
7.8
8.2
18.0
46.4
21.8
2.9
5.6
33.6
Otherf..
$ 86.7 $ 64.1 $147.3
$163.5
Total contractual commitments $587.4 $263.3
(a)Fuel commitments consists of commitments for nuclear fuel, coal and coal transportation costs.

415.3
52.2
645.2

..

•

•

Lease commitments

-'Purchase commitments

Fuel (a)
SPurchased capacity
Purchased power

20072006
.'(millions)
$ 15.4
$ 17.1

107.9
5.4
1423.4

2008

2009

$ 14.9

$ 10.7

2010

$

8.4

99.9
6.8
135.6

42.1

$1,312.3

Consolidated KCP&L ContractualCommitments'
2006

2007

Lease commitments ..
Purchase commitments

$ 15.9.

$ 14.4

$ 14.0

Fuel (a)
Purchased capacity

107.9
5.4

99.9
6.8

91.5
7.8

33.6

Other

Total contractual commitments
(a) Fuel commitments

$162.8

46.0
8.2

$116.2

$

64.7

After 2010

Total

8.4

$ 91.0

$ 154.2'

32.3
5.4

37.7
18.6

415.3
52.2

$147.3

$ 663.8

2010

(millions)
$ 10.5 $

2.9

5.6

$126.7

2009

2008

42.1

-

$ 46.1

consists of commitments for'nuclear fuel, coal and coal transportation costs.

Lease commitments'end in 2028 and'include insignificant amounts for capital leases. As the managing

partner of three jointly owned generating units, KCP&L has entered into leases for railcars to serve
those units. ,Consolidated KCP&L has reflected the entire :lease commitment in the above amounts,
although the' other owners will reimburse approximately $2.0 million per year ($22.7 million total).
capacity from other utilities and nonutility suppliers. Purchasing capacity provides
KCP&L .purchases
the-option to purchase energy if needed or when market prices are favorable. KCP&L has capacity
sales agreements 'not included above that total $11.4 million for 2006, $11i ý2'million per year for 2007
through 2010 and $12.3 million after 2010.
Purchased power represents Strategic Energy's agreements to purchase electricity at various fixed
prices to meet estimated supply requirements. Strategic Energy has energy sales contracts not
included above for 2006 and 2007 totaling $41.1 million and $4.2 million, respectively.
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Synthetic Lease
In 2001, KCP&L entered into a synthetic lease arrangement with a Lease Trust (Lessor) to finance the
purchase, installation, assembly and construction of five combustion turbines and related property-and
equipment that added 385 MWs of peaking capacity. Rental payments under the lease, which reflects
interest payments only, began in 2004 and were to end in October 2006. KCP&L exercised its early
termination option in 2005 and purchased the leased property for $154.0 million: KCP&L's expense for
the synthetic lease was $2.0 million and $1.9 million in .2005 and 2004, respectively.
The Lease Trust, a special purpose entity, acting as Lessor in the synthetic lease arrangement
discussed -above, was considered a variable interest entity, under FIN No. 46. Because KCP&L had
variable interests in the Lease Trust, including among other things, a residual value guarantee provided
to the Lessor, KCP&L was the primary beneficiary of the Lease Trust. -The Lease Trust was
consolidated in 2003, as required by FIN No. 46. As a result, Great Plains Energy's and consolidated
KCP&L's depreciation expense increased $1.9 million, $5,1 million and $1.3 million in 2005, 2004 and
2003, respectively, with offsetting recognition of minority interest.,
14. GUARANTEES
In the normal course of business, Great Plains Energy and certain of its subsidiaries enter into various
agreements providing financial or performance assurance to third parties on behalf of certain
subsidiaries. Such agreements include, for example, guarantees and indemnification of letters of credit
and surety bonds. These agreements are entered into primarily to support or enhance the
creditworthiness otherwise attributed to a subsidiary on a stand-alone basis, thereby facilitating the
extension of sufficient credit to accomplish the subsidiaries" intended business purposes. The majority
of these agreements guarantee the Company's own future performance, so a liability for the fair value
of the obligation is not recorded.
At December 31, 2005, KCP&L had guaranteed, with a maximum potential of $3.9 million, energy
savings under an agreement with acustomer that expires over the next four years. A subcontractor
would indemnify KCP&L for any payments made by KCP&L under this guarantees. This guarantee
was entered into before December 31, 2002; therefore, a liability was not recorded in accordance with
FIN No. 45, "Guarantor's Accounting and Disclosure Requirements for Guarantees, Including
Guarantees of Indebtedness of Others."
15. LEGAL PROCEEDINGS

Union.Pacific

In 2005, KCP&L filed a rate complaint case with the Surface Transportation Board (STB) charging that
Union Pacific Railroad Company's (Union Pacific) rates for transporting coal from the PRB in Wyoming
to KCP&L's Montrose Station are unreasonably high. Prior to the end of 2005, the rates were established under a contract with Union Pacific. Efforts to-extend the term of the contract were
unsuccessful and Union Pacific is the only service for coal transportation from the PRB to Montrose
Station. KCP&L charged thatUnion Pacific possesses market dominance over the traffic and
requested, the STB prescribe maximum reasonable rates.. Management anticipates filing opening,
evidence by mid-year 2006 and the STB issuing its decision toward the end of 2007. Until the STB•
case is finalized, KCP&L is paying tariff rates subject to refund.,
Framatome
In 2005, WCNOC filed a lawsuit on behalf of itself, KCP&L and the other two Wolf Creek owners
against Framatome ANP, Inc., and Framatome ANP Richland, Inc.. (Framatome) in the District Court of
Coffey County, Kansas. The suit alleges various claims against Framatome related to the design,
licensing and installation of a digital control system. The suit seeks recovery of approximately $16
million in damages from Framatome. Framatome removed -the case to U.S. District Court for the
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District of Kansas. Thereafter, the plaintiffs filed a motion to remand the case back to Coffey County
District Court. The federal court has not' yet decided that motion. Framatome has not yet filed its
answer in the lawsuit.
Hawthorn No. 5 SubrogatiOn Litigation
KCP&L filed suit in 2001, in Jackson County, Missouri Circuit Court against multiple defendants who
are alleged to have responsibility for the 1999 Hawthorn No. 5 boiler explosion. KCP&L and National
Union Fire Insurance Company of Pittsburgh, Pennsylvania (National Union) have entered into a
subrogation allocation agreement under Which recoveries in this suit are generally allocated 55% to
National Union and 45% to KCP&L. Certain defendants -have been dismissed from the suit and various
defendants settled, with KCP&L receiving a total of $38.2 million, of which $18.5 million was recorded
as a recovery of capital expenditures. Trial of this case with the one remaining defendant resulted in a
March 2004 jury verdict finding KCP&L's damages as a result of-the explosion were $452 million. After
deduction of amounts received from pre-trial settlements with other defendants and an amount for
KCP&L's comparative fault (as determined bythe jury), the verdict would have resulted in an award*
against the defendant of approximately $97.6 million (of which KCP&L would have received $33 million
pursuant to the subrogation allocation agreement after payment of attorney's fees). In response to
post-trial pleadings filed by the defendant, in 2004, the trial judge reduced the award against the
defendant to $0.2 million. Both KCP&L and the defendant have appealed this case to the, Court of
Appeals forthe Western District of Missouri.-.Oral arguments are expected in the first quarter of 2006.'
KCP&L has received $204.8 miilion in insurance recoveries related to property destroyed in the 1999
explosion at the Hawthorn No. 5 generating •unit. Recoveries received related to property destroyed.
and subrogation settlements recorded as a recovery of capital expenditures have been recorded as an
increase in accumulated depreciation.
Spent Nuclear Fuel and Radioactive Waste
S;
In 2004, KCP&L and the other two Wolf Creek 6wners filed suit against the United States in the U.S,
Court of Federal Claims seeking an ,unspecified amount of monetary damages resultingfrom the
government's failure to begin accepting spent fuel for disposal in January 1998, as the government was
required to do by the ,Nuclear Waste Policy Act of 1982. Approximately sixty other similar cases are
pending before that court. 'The cou'rt has stayed the Wolf Creek case until at least October 2006 to
allow for some of the earlier cases to be decided first. Another federal court already has determined
that the government breached its obligation to begin accepting spent fuel for disposal. The questions.
now before the court in the pending cases are whether and to what extent the utilities are entitled to
monetary damages for that breach. KCP&L management cannot predict the outcome of the Wolf

Creek case.
Haberstroh
In 2004, Robert C. Haberstroh filed suit for breach of employment contract and violation of the
Pennsylvania Wage Payment Collection Act against Strategic Energy Partners, Ltd. (Partners), SE
Holdings, L.L.C. (SE Holdings) and Strategic Energy in the Court of Common Pleas of Allegheny
County, Pennsylvania. Mr. Haberstroh claims that he acquired an equity interest in Partners under the
terms of his employment agreement and that through a series of transactions, Mr. Haberstroh's equity
interest became an equity interest in SE Holdings. In 2001, Mr. Haberstroh's employment was
terminated and SE Holdings redeemed his equity interest. Mr. Haberstroh is seeking the loss of his
non-equity compensation (including salary, bonus and benefits) and equity compensation and
associated distributions (his equity interest in SE Holdings).,
Strategic Energy has filed a counterclaim against Mr. Haberstroh for breach of contract. SE Holdings,
and its direct and indirect owners, have agreed to indemnify Strategic Energy and IEC against any
judgment or settlement of Mr. Haberstroh'sclaim that relates to his alleged equity interest in SE:
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Holdings,-up to approximately $8 million plus any dividends or inter•st 'received in relation to his alleged
interest.
Class Action Complaint

'

-

.

''-:;
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..

In 2005, a class action complaint for breabh of contract was!filed against Strategic Energy: The. 'Iplaintiffs purportedly represent the interestsof customers in Pennsylvania who enter~ed into Power.-E -Supply Coordination Service Agreements (Agreement) for the bundled product in Pennsylvania. The.,.:!
complaint seeks monetary damages, attorney fees and costs and a declaration that the customers may
terminate their,Agreement With Strategic Energy., Strategic Energy has filed prelimihiry objections' --"
asking thecourt'to order plaintiffs to file an amended complaint that 6fiforfis to applicable court'rules•,
.
. ,, ....
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KLTTTelecom 31, 2001,
a subsidiary of KLT Telecom -Inc: (KLT Telecom),' DTI Holdings,: Inc. (Holdings)
December
On
and its subsidiaries Digital Teleport Inc. (Digital Teleport) and Digital Teleport of Virginia, Inc., filed
l
separate voluntary petitiohs in the BankruptcyfC6urt for the;Eastern District of Missouri for
subsidiaries
reorganization under Chapter 11 of the U.S. Bankruptcy CddeJ DTI :Holdings and its tw'o
are collectively called "DTI."• In 2003,.the Bankruptcy Court confirmed the plan of i'e'0'rg'ar'izationfore,'.ýthese three companies, which incluIded the-sale of sudbstbuitiglly all assets. KLT Telecom rebeivedtib"-.
ý._ _ ,
$19.2 million in 2003 related to the confirmation of the DTI bankruptcy:,'" -- " "I I,

KLT Telecom originally acquired a-47% interest in DTI in 1997.-On Febr'uary 8, 2001, KLT Telecom'.
acquired control of DTI by purchasing shares from another Holdings shareholder,' Richard D.,Weinstein
(Weinstein), increasing its ownership to 83.6%. In connection with this purchase,' KLT Telecom granted
Weinstein a put option. The put option provided for the sale by Weinstein of his remaining shares in
Holdings t6 KLT Telecom during a period beginnin'g'Septembert1 "2003, and"ending August 31,2005.-:
The put option provides for an aggregate exercise price for these.remaining shares equal to their fair
market value with an aggregate floor amount of $15 million. The floor amount of the put option was
fully reserved during 2001. On September 2, 2003, Weinstein delivered to KLT Telecom notice of the
exercise of his put option. KLT Telecom declined to pay Weinstein any amount under the put option
because, among other things, thestock of Holdings had been cancelled and extinguished pursuant to
the joint Chapter 11 plan confirmed by the Bankruptcy Court. Weinstein has sued KLT Telecom for
allegedly breaching the put option and seek§damages of at least $15 million plus statutory interest. In
April 2005, summary judgment in.the Weiristein litigation was granted in favor of KLT Telecom, and
Weinstein has appealed this judgmient to.the Missouri Court.o0f Appeals for the Eastern District. The
$15 million reserve has not been reversed pending the outcome of the appeal process, which
management expects will conclude in

2006.

.early

"
...
16.ASSET RETIREMENT OBLIGATIONS
Asset retirement obligations associated with tangible long-lived assets are those for which a legal
obligation exists under. enacted laws, statutes and written or oral contracts, -including obligations arising
under the doctrine of promissory.estoppel.- TheseJlia'bilities are recoghii6d ate-timated fair value as
incurred and capitalized as part of the cost*of the related long-lived assets and depreciated over their
useful lives. Accretion 6fthe liabilities due to thet passage of time iý"rbcor:deld as an operating expense.
Changes in the estimated fair values bf the liabilities are recognized when"known.

In 2005, FASB issued FIN No. 47, "Accounting for Conditional Asset Retirement Obligations." FIN No.
Conditional ARO refers to a legal..
ARO, as used in SFAS No..143.
47 clarifies the term conditionalretirement
activity in whih the timig and/or method of settlement a
obligation to perform an asset
conditional on a future event that may or may not be within the control of the entity.'!Under FIN.No'6,47,.'
an entity is required to' recognize'a liability for the fair value of a conditional ,ARO if the fair-value of the'liability can be reasonably estimated. Great Plains Energy 'and consolidated KCP&L adopted the ".:.
.
" .
'
.1
provisions of FIN No. 47Tfor the year ended December 31;,2005.'
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KCP&L management determined AROs exist for asbestos in certain fossil fuel plants and for an ash
pond and landfill. The additional AROs at December 31, 2005, totaled $8.4 million for remediationrof.-i
asbestos and $7,0 million for the remediation of the ash pond and landfill. The AROs were derived
from third party and internal engineering estimates. To estimate the AROs, KCP&L used a creditadjusted risk free discount rate of 5.6% for 12.5-year assets, 5.89% for 19.5-year asset and 6.12% for
29.5-year assets. The estimated rate was based on the rate KCP&L could issue bonds for the specific

period.
In recording the AROs, net utility plant was Increased by $2.2 million. KCP&L is a regulated utility,,
subject to the provisions of SFAS No. 71 and management believes it is probable any differences
between expense under SFAS No. 143 and expense recovered currently in rates will be recoverable in
future rates. As a result, the $13.2 million net effect of adopting FIN No. 47 was recorded as a
regulatory asset; therefore, it had no impact on net income.
During 2005, KCP&L also recorded an addition to its ARO to decommission Wolf Creek of $11.3
million, which reflects a 2005 update to the decommissioning study cost estimates. To estimate the
additional ARO, KCP&L used a credit-adjusted risk free discount rate of 5.89%. In recording the ARO
addition, net utility plant was increased by $10.8 million. A related $0.5 million for accretion expense
and depreciation was recorded as a regulatory asset; therefore, it had no impact on net income.
Revisions to the estimated liabilities of KCP&L could occur due to changes in the decommissioning or
other cost estimates, extension of the nuclear operating license or changes in federal or state
regulatory requirements.
The following table summarizes the change in Great Plains Energy's and consolidated KCP&L's AROs.
2004

2005

December 31

(millions)

$ 113.7
26.7
(2.0)
7.5
$ 145.9

Beginning balance
Additions
Settlements
Accretion
Ending balance

$106.7
-

7.0
$ 113.7

The following table illustrates the effect of FIN No. 47 related AROs if the provisions of FIN No. 47 had
been applied beginning January 1, 2003. Pro forma amounts for the periods prior to adoption of FIN
No. 47 were measured using assumptions consistent with the period of adoption.
2005

December 31
Beginning balance
Accretion
Ending balance

14.6
0.8
$ 15.4
$

2004
(millions)
$ 13.8
0.8
$ 14.6

2003
$ 13.0
0.8
$ 13.8

17. SEGMENT AND RELATED INFORMATION

Great Plains Energy
Great Plains Energy has two reportable segments based on its method of internal reporting, which
generally segregates the reportable segments based on products and services, management
responsibility and regulation. The two reportable business segments are KCP&L, an integrated,
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regulated electric utility and Strategic Energy, a competitive electricity supplier. Other includes the
operations of HSS, Services, all KLT Inc. operations other than Strategic Energy, unallocated corporate
charges, consolidating entries-and intercompany eliminations. Intercompany eliminations include
insignificant amounts of intercompany financing related activities. The summary of significant
accounting policies applies to all of the reportable segments. For segment reporting, each segment's
income taxes -include the effects-of allocating holding company tax benefits. Segment performance is
evaluated based on net income.
The following tables reflect summarized financial information concerning Great Plains Energy's
reportable segments.
2005

KCP&L

Operating revenues
Depreciation and amortization
Interest charges
:
,
Income taxes
Loss from equity investments
Discontinued operations, net of income taxes
Net income (loss)
2004

$ 1,130.8
(146.5),
(61.8)
(49.3)
-

145.2
KCP&L

Operating revenues
Depreciation and amortization .(144.3)
Interest charges
Income taxes
Loss from equity investments
.
.(1.5)

$1,090.1
(73.7)
(55.7)

-

Discontinued operations, net of income taxes

Strategic
Great Plains
Energy
Other
Energy
(millions)
$ 1,372.4
$ 1.5
$ 2,464.0
__(4.8),
(1.0)
(150.1)
(0.7)
(8.6)
(83.0)
_.(24.3)
25.5
(54.5)
(1.5)
..

-

Net income (loss)
2003

Strategic
Great Plains
Energy
Other
Energy
(millions)
$ 1,474.0
$ 0.1
$ 2,604.9
(6.4).
(0.2)
(153.1)
,
_(3.4)
(8.6)
(73.8).:.•::(16.6),.
26.2
(39.7)
(0.4)
(0.4)
(1.9)
(1.9)
28.2
(11.1)
162.3

150.0

.42,5

KCP&L

Strategic
Energy

7.3

7.3

(11.7)';,,
,
Other

180.8

Great Plains
Energy

(millions)

Operating revenues Depreciation arnd amortization..
Interest charges
Income taxes
Loss from equity investments
Discontinued operations,' net of income taxes
Net income (loss)

$1,054.9
(39.9)
(69.9)
(84.4)
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$1,091.0
1..7)
(0.4)
(30.2)

-

-

127.2

39.6

$ 2.1

(1.2)
(5.9)
36.0
'(2.0)
(21.9)

$2,148.0
(142.8)
(76.2)
(78.6)
(2.0)
(44.8)
144.9

1
C,

Strategic
Energy

KCP&L

.(millionS)
2005
Assets
Capital expenditures

Great Plains
.- Energy ,

(Other

$ 441.8"
6.6-

$

57.3
(4.7)

$3,833.7
L.334.1

$ 3,330.2
190.8

$ 407.7
2.6

$

61.0
3.3

$ 3,798.9
196.7

$ 3,293.5
148.8

$ 283.0
, ý3.1

$

105.5
ý- , -

$ 3,334.6

332.2

-1

;2004,
Assets
Capital expenditures

2003
Assets
Capital expenditures .

•

$ 3,682.0
151.9

Cohsol_6ida'te-d KCP&L
The following tables reflect summarized financial information concerning consolidated KCP&L's
reportable segment. Other includes the operations of HSS and intercompany eliminations.
Intercompany eliminations include insignificant amounts of intercompany financing related activities.
-.

KCP&L

2005

operating revenues
.:Depreciation and amo6tization
-.Interest charges
Income taxes

$ 1,130.8

(146.5)

Net income (loss)

,

Other
(millions)
$ '0.1
(0.1)

Consolidated

KCP&L
$ 1,130.9.
(146.6)...
(61.8)

(61.8)

-

(49.3)

.1
i'

(48.2)

145.2

(1.5)

143.7:

Consolidated
2004

KCP&L

.,,

Operating revenues
Depreciation and amortization
...
interest-charges
.....
income taxes
Net income (loss)

.

$ 1,090.1
(144.3)
(73.7) .
(55.7)

Cý

-

Operating revenues
C,
Depreciation and amortization
Interest charges
*

$ 1,054.9

(139.9)
(69.9).
*

(84.4)

.

kaxe's

-

127.2
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(6.7)

KCP&L
$ 1,091.6

.(145.2)
(74.2)
(52.8)
143.3

Consolidated
Other . KCP&L
(millions)

KCP&L

Discontinued operations, net of incme
Net income (loss)

(millions)
$ 1.5
(0.9)
(0.5)
2.9

150.0

,

2003

Income taxes;

Other

$

2.1

$ 1,057.0

(.1,1)
(0.4)

(141-0)
(70.3)

0.9

(83.5)

(8.7)
(10.0)

(8.7)
117.2

,,

.KCP&L
2005
Assets
Capital expenditures
2004
Assets
Capital expenditures

•2003

Assets
Capital expenditures

$ 3,334.6
332.2

Other
(millions)
$ 3.9
-

$ 3,330,2
190.8

$

$ 3,293.5
148.8

$

7.2
-

9.1
-

Consolidated
KCP&L
$ 3,338.5
332.2
1 3,337.4
190.8
$ 3,302.6
148.8

18. SHORT-TERM BORROWINGS AND SHORT-TERM BANK LINES OF CREDIT;
Great Plains Energy has a $550 million revolving credit facility with a group of banks that expires in
December 2009. A default by Great Plains Energy or any of its significant subsidiaries of other
indebtedness totaling more than $25.0 million is a default under the facility. Under the terms of this
agreement, Great Plains Energy is required to maintain a consolidated indebtedness to consolidated
capitalization ratio, as defined in the agreement, not greater than 0.65 to 1.00 at all times. At
December 31, 2005, the Company was in compliance with this covenant. At December 31, 2005,
Great Plains Energy had $6.0 million of outstanding borrowings with an interest rate of 4.98% and had
issued letters of credit totaling $38.5 million under the credit facility as credit support for Strategic
Energy. At December 31, 2004, Great Plains Energy had $20.0 million of outstanding borrowings with
an interest rate of 3.04% and had issued letters of credit totaling $8.0 million under the credit facility as
credit support for Strategic Energy.
KCP&L has a $250 million revolving credit facility with a group of banks that expires in December 2009,
to provide support for its issuance of commercial paper and other general purposes. A default by
KCP&L on other indebtedness totaling more than $25.0 million is a default under the facility. Under the
terms of the agreement, KCP&L is required to maintain'a consolidated indebtedness to consolidated
capitalization ratio, as defined in the agreement, not greater than 0.65 to 1.00 at,all times. At
December 31, 2005, KCP&L was in compliance with this covenant. At December 31, 2005, KCP&L
had $31.9 million of commercial paper outstanding and no cash borrowings under the facility. The
weighted-average interest rate of the commercial paper was 4.35%. At December 31, 2004, KCP&L
had no cash borrowings or Commercial paper-outstanding.
During 2005, Strategic Energy entered into an ame'indment t6oits $125 million revolving credit facility
with a group of banks. The amendment extends the expiration of the facility from June 2007 to June
2009 and increases the aggregate revolving loan commitment from $125 million to $135 million. So
long as there is no default ori unmatured default, StrategicEreine'gy may increase'this amount by up to
$15 million by increasing the commitment of one or more lenders that have agreed to such increase, or
by adding one or more lenders with the consent of the administrative agent. Great Plains Energy has
currently guaranteed $25;0 million of this facility. A defaultby-Strategic Energy of other indebtedness,
as defined in the facility, totaling more than $7.5 million is a default under the facility. Under the terms
of this amended agreement, Strategic Energy is required to maintain a minimum net worth of $75.0
million, a minimum fixed charge coverage ratio of at least 1.05 to 1.00 and a minimum debt service
coverage ratio of at least 4.00 to 1.00, as those terms are defined in the agreement. In addition, under
the terms of this amended agreement, Strategic Energy is required to maintain a maximum funded
indebtedness to EBITDA ratio, as defined in the agreement, of 3.00 to l.00, on a quarterly basis
through June 30, 2007, and 2.75 tot1.00 thereafter. In, the event of a breach of one or more of these
four covenants, so long as no other default has occurred, Great Plains Energy may cure the breach
through a cash infusion, a guarantee increase or a combination of the two. At December 31, 2005,
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Strategic Energy was in compliance with these covenants. At December-31, 2005, $75.2 million in
letters of credit had been issued and there were no cash borrowings under the agreement. At
December 31, 2004, $69.2 million in letters of credit had been issued and there were no cash
borrowings under the agreement.
19. LONG-TERM DEBT AND EIRR BONDS CLASSIFIED AS CURRENT'LIABILITIES

Great Plains Energy and consolidated KCP&L's'long-term debt is detailed in the following table.
December 31
2005
2004
(millions)

Year Due
Consolidated KCP&L
General Mortgage Bonds
7.95% Medium-Term Notes
3.45%* EIRR bonds
Senior Notes
7.125%
6.00%
6.50%,
6.05%
Unamortized discount
EIRR bonds
4.75% Series A & B
2.38% Series C
4.75% Series D
4.65% Series 2005
2.10% Combustion Turbine Synthetic Lease
Current liabilities,
EIRR bonds classified as current
Current maturities
Total consolidated KCP&L excluding current liabilities

2007

*

0.5

$

2012-203 }5

$

0.5

158.8

158.8

,225.0
150.0

250.0
225.0
150.0

:12005
2007
S2011
2035

S ,250.0 "

(0.6),

(1.8)
2015
2017
2035

1,04.6

S

-

39.3

107.01
50.,0

40.2

50.0

145.3

:M.~9)
S(250.0)

_790.3

976.4

Other Great Plains Energy
.2006-2008
7.70%* Affordable Housing Notes
4.25% FEUNE PRIDES Senior Notes
-2009
Current maturities
Total consolidated Great Plains Energy excluding current maturities
* Weighted-average interest rates as of December 31, 2005

2.6
163.6
(1.7)
$'1,140.9
-

$

5.8,
163.6
(3.2)
956.5

Amortization of Debt Expense'
Great Plains Energy's and consolidated KCP&L's amortization of debt expense is detailed in the
following table.'
2005

2004.

"-205

(millions)

'Consolidated KCP&L
Other Great Plains Energy
Total Great Plains Energy

$ 2.3
0.7
$ 3.0

$ 2.1,"
1.8
$ 3.9

$ 2.1
1.4
$ 3.5

KCP&L General Mortgage Bonds
KCP&L has issued mortgage bonds under the General Mortgage Indenture and Deed of Trust datedq
December 1, 1986, as supplemented. The Indenture creates a mortgage lien onlsubstantially all utilityplant. Mortgage bonds secure $159.3 million of medium-term notes and Environmental Improvement
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Revenue Refunding (EIRR) bonds at December 31, 2005 and 2004.: In 2004, KCP&L redeemed $54.5
million of its medium-term notes at maturity.
During 2005, KCP&L redeemed its secured 1994 series EIRR-bonds totaling $35.9 million by issuing
secured EIRR Bonds Series 2005 also totaling $35.9 million: $14.0 million.at a fixed rate of 4.05% until
maturity at March 1, 2015, and $21.9 million at a fixed rate of 4.65% until maturity at September 1,
2035. The previous interest rate periods on this series, with an -interest rate of 2.25%, expired on
August 31, 2005. This series was classified as a current liability at December 31, 2004. The new EIRR
Bonds Series 2005 is covered by amunicipal bond insurance policy issued by XL Capital Assurance
Inc. (XLCA). The insurance agreement between KCP&L and XLCA is described below.
In 2004, KCP&L secured a municipal bond insurance policy as a credit enhancement to its secured
1992 series EIRR bonds totaling $31.0 million. This municipal bond insurance policy replaced a 364day credit facility with a bank, which expired in August 2004 and previously supported full liquidity of
these bonds. These variable-rate secured EIRR bonds with a final maturity in 2017 are remarketed on
a weekly basis through a Dutch auction process. The insurance agreement between KCP&L and
XLCA is described below.,
KCP&L Unsecured Notes
KCP&L had $196.5 million of unsecured EIRR bonds outstanding excluding the fair value of interest
rate swaps of a $2.6 million liability and $0.7 million asset at December 31, 2005 and 2004,
respectively, The interest rates swaps resulted in an effective rate of 5.43% for the Series A, B and D
EIRR bonds at December 31, 2005. During 2005,-KCP&L redeemed its unsecured Series C EIRR
bonds totaling $50,0 million by issuing unsecured EIRR Bonds Series 2005 also totaling $50.0 million at
a fixed rate of 4.65% until maturity at September 1, 2035. The previous interest rate period on this
series, with an interest rate of 2f.38%, expired on August 31, 2005. The Series C EIRR bonds were.,
classified as current liabilities at December 31, 2004. The new EIRR Bonds Series 2005 is covered by
a municipal bond insurance policy issued by XLCA. The insurance agreement between KCP&L and
XLCA is described below.
KCP&L had $625.0 million of outstanding unsecured senior-notes at December 31, 2005 and 2004.
During 2005, KCP&L privately issued $250.0 million of 6.05% unsecured senior notes, maturing in
2035. The proceeds from the issuance were used to repay the 7.125% -unsecured senior notes that
matured in 2005. KCP&L entered into two Treasury Locks (T-Locks) to hedge against interest rate
fluctuations on the U.S. Treasury rate component of this issuance. As a result, the effective interest
rate on these notes was 5.78% at December 31, 2005: See Note 21 :formore information about the TLocks.
KCP&L exercised its early termination option in the Combustion Turbine Synthetic Lease and
purchased the leased property during 2005.
Municipal'Bond Insurance Policies
The insurance agreements between KCP&L and XLCA provide for reimbursement by KCP&L for any
amounts that XLCA pays under the municipal bond insurance policies. The insurance policies are in
effect for the term of the bonds. The insurance agreements contain a covenant that the indebtedness
to total capitalization ratio of KCP&L and its consolidated subsidiaries Will not be greater than 0.68 to
1.00. At December 31, 2005, KCP&L was in compliance with this covenant. KCP&L is also restricted
from issuing additional bonds under its General Mortgage Indenture if, after giving effect to such
additional bonds, the proportion of secured debt to total indebtedness would be more than 75%, or
more than 50% if the long term rating for such bonds by Standard & Poor's or' Moody's Investors
Service would be at or below A- or A3, respectively. The insurance agreement covering the unsecured
EIRR Bond Series 2005 also requires KCP&L to provide XLCA with $50.0 million of general mortgage
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bonds as collateral for KCP&L's obligjti6ns'under the insurance agreement iri-the event KCP&L issues
general mortgage bonds (other than refundings of outstanding:general mortgage bonds) resulting inthe
aggregate amount of outstanding general mortgage bonds exceeding 10% of total capitalization. In the
event of a default under'the in'surance agre6ments", XLCA may take ariy:available legail "6dequitable
"
action against KCP&L:including seekin'g specific performance of the covehants.
Other Great Plains Energy.Long-Term Debt','

-

'

.7 ,

._J'.

--

Great Plains'Ene'gy filed a registration statement, which becamfie effective inApril 2004,foirthe
issuance of an aggregate amountup t6 $500:0 million of any€60mbination'of senior.dgbt securities,
subordinated debt securities, trust preferred securities'and related guarantees, common 'stock,'1" - 11',
warrants, stock purchase contracts or stock purchase units. The prospectus filed with this registration
2
statement also included $148.2 million of securities remaining ,available'to'be offered underi a pri6r
2
registration statementproviding ýfor an aggregate amount of'aVailabilit•, of .$648.2 millindh .
InJune 2004,Great Plains Energy issued $163.6 millioo'6f FELINE PRIDES under this registration
'illion remains
statement. -After this transaction and the:stock issuanrce discussed in Note'20, $171.0 m
available under the registration statement. FELINE PRIDES, each with a stated amount of $25,'initi~lly'
consist of an interest in a senior note due February 16, 2009, and a contract requiring the holder to
purchase the Company's common stock on February 16, 2007. Each purchase' cbdnract'obligi'tethe>',`
holder of th6 purchase contractto'purchase,-arid Great PliisEnergy to!sell, on Februar, :16,:2007; for'
settlemnentrate.-The I
$25 in cash, newly issued'shalres of the Cbmpany's cornimon •fock equal to1the
settlement rate'willvary accordind to the applicable market Value of the Company's~comm'Mon'stock'at ,'7,
the settlern6nt dat6. 'Applicable 'mrket value WVill be mrne'§sUred byjtheaveraje of thecl6sing price `p'er 7i
share of the Company's'omhrn6'0stock'bn each 6f the 20 consecutive'tradiihg days eirgdiigon-the third
tradingrday immediately'precedingFebruary 7 16, 2007. The settl6ment'rate will' be albplied to the 6.5
million FELINE PRIDES -at the'settlement date'to issue an'umber of c6mrnon-sha'es'determired as,,r
-1"

described in the followingfable:'
Applicable
market value

Settlement rate
(in common shares)

$35.40 or greater

0.7062 to I

$35.40 to $30.00

"

,

-

.

'

Market value
per common share

.
'

.

K

(a)

-....
Greater than $25 per common share,'

...

E'qcial to $25 per common share

$25 rdividWd by the aipplicable

.

-a'imrket value to 1 .'.

-

.....
Less tfin $25 per common snare £'
.,
.' 0.833"3 to 1 n
'$30.00or'l6ss
(a)Assumes that the market price of the Company's common stock on February 16, 2007, is the"
-'

'

""-

-

same as the applicable market value.
01-

"1:.
3-Jr

rl .

J

/

,:-

•'

j,-,

:

--

'._

Great Plains Energy makes quarterly contract adjustment payments' at the'rate of 3.75% per year and'
interest payments at the rate of 4.25% per year both payable in February,.May, August and.November,
of each year., Great Plains Energy must attempt to remarket the senior notes,inwhole bu ot inopart._
Ifthe sesornotes are not successfully'remarketed between Augustr16, 2006 aid February 16,2007,
,
Great Plains Ener'gýill exercise its rights. a§a secured party todispose of the senior notes in
Company's.
the
to
purchase
'Obligaon
holder's
each
accordance with applicable law, and satisfy in full
A' .
....
'"'"
..
common stock under ~thepurchas,'pcontracts:' ....
2

I

ne

Xii

66'a

recodea

'a

The June 2004 fair value of the contract adjustment payments of $15.4 Fmillon was recorded as a...
amount recorded as capital'liability in othher deferred credit'sand oilier hiabiiit'es with a' c'Wresponding
balancesheet. Expenses incurred
stock premium and expense on Great Plains Eneirgy sconsoidated
r
ilt-I~
stock~~
contracts: Expenses
with the offering were allocated between the senior notes and the purch
eferred and are being recognized as interest
allocated to the senior notes of $1.2 melhin have' b
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expense over the term of the notes. Expenses allocated to the purchase contracts of $4.2 million were
recorded as capital stock premium and expense. Great Plains Energy has the right to defer the
contract adjustment payment on the purchase contracts, but not the interest payments on the senior
notes. in the event Great Plains Energy exercises its option to defer the payment of contract
adjustment payments, Great Plains Energy and its subsidiaries are not permitted to, with certain
exceptions, declare or pay dividends on, make distributions with respect to, or redeem, purchase or
acquire, or make a liquidation payment with respect to, any capital stock of Great Plans Energy until the
deferred contract adjustment payments have been paid.
KLT Investments' affordable housing notes are collateralized by the affordable housing investments.
Most of the notes also require the greater of 15% of the outstanding note balances or the next annual
installment to be held as cash, cash equivalents or marketable securities. At December 31, 2005 and
2004, the collateral was held entirely as cash and totaled $1.9 million and $3.7 million, respectively.
Scheduled Maturities
Great Plains Energy's and consolidated KCP&L's long-term debt maturities for the next five years are
detailed in the following table.
2006

2007

2008
(millions)

2009

2010

Consolidated KCP&L
$
$ 225.5
$
$
$
Other Great Plains Energy (a)
1.7
0.5
0.3
163.6
Total Great Plains Energy - $
1.7
$ 226.0
$
0.3
$ 163.6
$
(a) FELINE PRIDES senior notes totaling $163.6 million mature in 2009, but must be remarketed
between August 16, 2006 and February 16, 2007.

-

20. COMMON SHAREHOLDERS' EQUITY AND PREFERRED STOCK
Common Shareholders' Equity
In 2004, Great Plains Energy issued 5.0 million shares of common stock at $30 per share under the
registration statement discussed in Note 19 with $150.0 million in gross proceeds. Issuance costs of
$5.4 million are reflected in capital stock premium and expense on Great Plains Energy's consolidated
balance sheet and statement of common shareholders' equity.
Treasury shares are held for future distribution upon exercise of options'issued in conjunction with the
Company's equity compensation plan.;
Great Plains Energy has 3.0 million shares of cOmmon stock registered with the SEC for a Dividend
Reinvestment and Direct Stock Purchase Plan (Plan). The Plan •allows for the purchase of common
shares by reinvesting dividends or making optional cash payments. Great Plains Energy can issue new
shares or purchase shares on the open market for'the Plan. At December31, 2005,-2.0 million shares
remained available for future issuances.
Great Plains Energy has 9.3 million shares of common stock registered with the SEC for a defined
contribution savings plan. 'The Comparny matches employee contributions, subject to limits. At
December 31, 2005, 0.6 million'shares remained available for future issuances.
.
Great Plains Energy's Articles of Incorporation contain a restriction related to the payment of dividends
in the event common equity falls to 25% of total capitalization.'If preferred stock dividends are not
declared and paid when scheduled, Great Plains Energy could not declare or pay common stock
dividends or purchase any common shares. If the unpaid preferred stock dividends equal four or more
full-quarterly dividends, the preferred: shareholders, voting as a single class, could elect the smallest
number of Directors necessary to constitute a majority of the full Board of Directors. Under stipulations
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with the MPSC and KCC, Great Plains Energy and KCP&L have committed to maintain consolidated
common equity of not less than 30% and 35%, respectively.
Great Plains Energy made capital contributions to KCP&L of $225 million in 2004. These contributions
were used to pay down long-term debt. At December_31,.2005, KCP&L's capital contributions from Great Plains Energy totaled $400 million and are reflected in common stock in the consolidated KCP&L

balance sheet.,
Preferred Stock
At December 31, 2005, 1.'6 million shares of Cumulative No Par Preferred Stock and 11.0 million
shares of no par Preference Stock were authorized under Great Plains Energy's Articles of
Incorporation. Great Plains Energy has the option to redeem the .$39.0 million of issued Cumulative,
Preferred Stock at prices approximating par or stated value.
21..DERIVATIVE INSTRUMENTS
The Company is exposed to a variety of market risks including interest rates and commodity prices.
Management has established risk management policies and strategies to reduce the potentially.
adverse effects that the volatility of the markets may have on the Company's operating results. The
risk management activities, including'the use of derivative instruments, are subject to the management,
direction and control of internal risk management committees. Management's interest rate risk
management strategy uses derivative instruments to adjust the Company's liability portfolio to optimize
the mix of fixed and floating rate debt within an established range. In addition, the Company uses
derivative instruments to hedge against future interest rate fluctuations on anticipated debt issuances.
Management maintains commodity-price risk management strategies that use derivative instruments to
reduce the effects of fluctuations in fuel and purchased power expense caused by commodity price
volatility. Counterparties to commodity derivatives and interest rate swap agreements expose the
Company to credit loss in the event of nonperformance. This credit loss is limited to the cost of
replacing these contracts at current market rates less the application of counterparty collateral held.
Derivative instruments, excluding those instruments that qualify for the NPNS election which are
accounted for by accrual accountihg, are recorded on the balance sheet at fair value as an asset or
liability. Changes in the fair value are recognized currently in net income unless specific hedge
accounting'criteria are met.
Fair Value Hedges - Interest Rate Risk Management
In 2002, KCP&L remarketed its 1998 Series A, B and D EIRR bonds totaling $146.5 million to a fiveyear fixed interest rate of 4.75% ending October 1, 2007. Simultaneously with the remarketing, KCP&L
entered into an interest rate swap for the $146.5 million based on the London Interbank Offered Rate
(LIBOR) to effectively create a floating interest rate obligation. The transaction is a fair value hedge
with no ineffectiveness. Changes in the fair market value Of the swap are recorded on the balance
sheet as an asset or liability with an offsetting entry to the respective debt balances with no net impact
on net income.
Cash Flow Hedges - Treasury Locks
In 2005, KCP&L entered into two T-Locks to hedge against interest rate fluctuations on the U.S.
Treasury rate component of the $250.0 million 30-year long-term debt that KCP&L issued. The TLocks settled simultaneously with the issuance of the long-term fixed rate debt. The T-Locks removed
the uncertainty with respect to the U.S.-Treasury rate component of the debt to be issued, thereby
enabling KCP&L to predict with greater assurance what its future interest costs on that debt would be.
The T-Locks were accounted for as cash flow hedges and no ineffectiveness was recorded on the TLocks. A pre-tax gain of $12.0 million on the T-Locks was recorded to OCI and is being reclassified to
interest expense over the life-of the issued 30-year debt. An insignificant amount was reclassified from
OCI to interest expense subsequent to the debt issuance.
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Cash Flow Hedges - Commodity Risk Management
KCP&L's risk management policy is to use derivative instruments to mitigate its exposure to market
price fluctuations on a portion of its projected natural gas purchases to meet generation requirements
for retail and firm Wholesale sales. At December 31, 2005, KCP&L did not have any projected natural
gas usage hedged for retail load and firm MWh sales. The hedging instruments in place at
December 31, 2004, were designated as cash flow hedges. The fair values of these instruments are
recorded as current assets or current liabilities with anoffsetting entry to OCI for the effective portion of
the hedge. To the extent the hedges are not effective, the ineffective portion of the change in fair
market value is recorded currently inifUel expense. KCP&L-did not recdrd any gainsor losses dueto
ineffectiveness during 2005, 2004 or 2003. When the natural gas is purchased, the amounts in OCI are
reclassified to fuel expense in the consolidated income statement.
Strategic Energy maintains a commodity-price risk management strategy that uses forward physical
energy purchases and other derivative instruments to reduce the effects of fluctuations in purchased
power expense caused by commodity-price volatility. •_Derivative instruments are:used to limit the
unfavorable effect that price increases will have on electricity purchases, effectively fixing the future
purchase price of electricity for the applicable forecasted usage and protecting Strategic Energy from
significant price volatility. The maximum term over which Strategic Energy hedged its exposure and
variability of future cash flows was 5.0 years and 3.1 years at December 31,2005 and 2004,
respectively.
Certain forward fixed price purchases and swap agreementsare designated as cash flow hedges. The
fair values of these instruments are recorded as assets or liabilities with an offsetting entry to OCI for
the effective portion of the hedge.. To the extent the hedges are not effective, the ineffective.portjon of
the change in fair market'value is recorded Currentiy in'purchased, power. When the-forecasted ,
purchase is completed, the amounts in OCI are reclassified to purchased power. Purchased power
expense for 2005 and 2004, included gains of $3.3 million and $312million, respectively, due to
ineffectiveness of the cash flow hedges. Strategic Energy did not'record any gains or losses due to
ineffectiveness during 2003.
In 2003, Strategic Energy terminated an' agreement with a swap counterparty due to credit and
performance concerns. Strategic Energy received a $4.8 million fair value settlmnerft.• The swap was
designated as a cash flow hedge of a forecasted transaction and Strategic Energy management
believed the forecasted transaction would occur. Accordingly, the $4.8 fnillion settlement was
reclassified to purchased power expense over the remaining term of the underlying transaction, which

was completed in 2003.

...........

As part of its commodity-price risk management strategy, Strategic Energy also enters into economic
hedges (non-hedging derivatives).that do not qualify for caSh flow hedge accounting. The changes in the fair value of these derivative instruments recorded as -a component of purchased power expense
.
were a $0.8 million loss, a $1.5 million loss and an insignificant gain for2005, 2004 and 2003, respectively.
The fair value of non-hedging derivatives at December 31, 2005, also includes certain forward contracts
at Strategic Energy that were amended during 2005. Prior to being amended, the contracts were
accounted for under the NPNS election in accordance with SFAS No. 133. As a result of being
amended, the contracts no longer qualify for NPNS exceptions or cash flow hedge accounting and are
now accounted for as non-hedging derivatives with the fair value at amendment being recorded as a
deferred liability that will be reclassified to net income as the contracts settle. Strategic Energy is
recording the change in fair value of these contracts after the amendment as a component of
purchased power expense.
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The notional and recorded fair values of the Company's derivative instruments are summarized in the '
following table.: The fair values of these'derivatives are recorded on the consolidated balance sheets. ,',
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The amounts reclassified to expenses are summarized-in the fOllowing table.
2005
Great Plains Energy
Fuel expense
Purchased l6wer expense
Minority interest
Income taxes.
OCl
Consolidated KCP&L
Fuel expense''!
Income taxes.

oci

2004

2003

15.1
$ (21.0)

$ (0.7)
(0.6)
0.2
0.5:
$ (0.6)

$ (0.8)
(9.0)
1.0
3.8
.
$ (5.0)

$ (0.5)

$ (0.7)

$ (0.8)

$ (0.5)
(35.6)
-

0.3

0.3

$ (0.4)

$ (0.5)

0.2'.

$ (0.3)

22. JOINTLY OWNED ELECTRIC UTILITY PLANTS
KCP&L's share of jointly owned electric utility plants at December 31, 2005, is detailed in'the following
table.
.WoqlfCreek,-ILaCygne

Units

Unit

latan No, I
Unit

(millions, except MW amounts)
70%
50%
47%

KCP&L's share

$ 1,414
.712

Utility plant in. service
Accumulated depreciation

$

337
244

$

263

190

"')-Q28

Nuclear fuel, net '

'548

KCP&L's accredited capacity--MWs

711

456 '(a)

(a) The latan No. 2 air permit limits KCP&L's accredited capacity of latan No. 1
to 456 MWs from 469 MWs until the air quality control equipment included
in the comprehensive energy plan is operational.

Each owner must fund its own portion of the plant's operating expenses and capital expenditures.
KCP&L's share of direct expenses is included in the appropriate operating expense classifications in
Great Plains Energy's and consolidated KCP&L's financial statements.
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23. QUARTERLY OPERATING RESULTS (UNAUDITED)ý
Quarter
4th
3rd
2nd
1st ....
Great Plains Energy
(millions, except per share amounts)
2005
$ 645.2
$ 782.9
$ 5451,. $ 631.7
Operating revenue
53.3
1.25.5
62.6
41.8
Operating income
Income from continuing operations
20.2
29.4
.... .... .....
.. ... . ...... ...
2 0 '.2 -... ... 25.5
2 1.9
. . 89.1
0 92
.
29.3
90.9
21*.
20.2
Net income
Basic and diluted earningper common
0.39
1.19
0.34
0.27
share from continuing operations
0.39
1.21
0.29
0.27
Basic and diluted earning per common share
2004
$ 594.2
$ 714.8
$ 613.5
'$ 5415
Operating revenue
48.4
125.5
82.3
62.6
Operating income
34.7
67.9
41.4
29.5
Income from continuing operations
36.0
75.9
41.6,
27.3
,-:ý
,
Net.ncome Basic and diluted earning per common
share from continuing operations
Basic and diluted eamina per common sha're

S-Consolidated KCP&L
2005

0.91
1.02

3rd

4th

2nd

Operating revenue

$ 233.3

$ 272.1

Operating income

24.6

59.0

Net income

10.3

- 29.0

1 $ 247.0
49.7
21.2

$ 275.0
68.3
32.3

0.46
0.48

:$ 353.0,

$ 272.5,

.

Quarter

...

1st

2004
Operating revenue
Operating income
Net income

0.59
0.59

0.42
•0.39-

(millions)
100.1

66.0

68.9

35.5

$ 323.7
11.3
11.
63.9

$ 245.9
3
25.9

.

Quarterlydata is subject to seasonal fluctuations with peak periods occurring in the summer months.•
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Shareholders of
Great Plains Energy Incorporated
We have audited the accompanying consolidated balance sheets of Great Plains Energy Incorporated,
and subsidiaries (the "Company") as of December 31, 2005 and 2004, and the related consolidated
statements of income, comprehensive income, common shareholders' equity, and cash flows for each
of the three years in the period ended December 31, 2005. Our audits also included the financial
statement schedules listed in the Index at Item 15. These financial statements and financial statement
schedules are the responsibility of the Company's management. Our responsibility is to express an
opinion on the financial statements and financial statement schedules based on our audits.
We conducted our audits in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for our opinion.
In our opinion, such consolidated financial statements present fairly, in all material respects, the
financial position of Great Plains Energy Incorporated and subsidiaries as of December 31, 2005 and
2004, and the results of their operations and their cash flows for each of the three years in the period
ended December 31, 2005, in conformity with accounting principles generally accepted in the United
States of America. Also, in our opinion, such financial statement schedules, when considered in
relation to the basic consolidated financial statements taken as a whole, present fairly, in all material
respects, the information set forth therein.
As discussed in Note 16 to the consolidated financial statements', effective December 31, 2005, the
Company changed its method of accounting for conditional asset retirement obligations to adopt FIN 47
"Accountingfor ConditionalAsset Retirement Obligations'" As discussed in Note 2 to the consolidated
financial statements, in 2005 the Company changed the presentation of its consolidated statements of
cash flows to include the cash flows from operating, investing, and financing activities of discontinued
operations within the respective categories of operating, investing and financing activities of the
Company and retroactively revised the statements of cash flows for the years ended December 31,
2004 and 2003, for the change.
We have also audited, in accordance with the standards of the Public Company Accounting Oversight
Board (United States), the effectiveness of the Company's internal control over financial reporting as of
December 31, 2005, based on the criteria established in Internal Control-IntegratedFramework
issued by the Committee of Sponsoring Organizations of the Treadway Commission and our report
dated March 8, 2006, expressed an'unqualified opinion on management's assessment of the
effectiveness of the Company's internal control over financial reporting and an unqualified opinion on
the effectiveness of the Company's internal control over financial reporting.
/s/DELOITTE & TOUCHE LLP
Kansas City, Missouri
March 8, 2006
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors of
Kansas City Power & Light Company
We have audited the accompanying consolidated balance sheets of Kansas City Power & Light
Company and subsidiaries (the "Company") asof December 31, 2005 and 2004, and the related
consolidated statements of income,,comprehensive income, common shareholder's equity, and cash
flows for each of the three years in the period ended December 31, 2005. Our audits also included the-)
financial statement schedules listed in the Index at Item 15. These financial statements and financial
statement schedules are the responsibility of the Company's management. Our responsibility is to
express an opinion on the financial statements and financial statement schedules based on our audits.
We conducted our audits in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit alsoincludes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation..,
We believe that our audits provide a reasonable basis for our,opinion.
In our opinion, such consolidated financial statements present fairly, in all material respects, the,
financial position of Kansas City Power & Light and.subsidiaries as of December 31, 2005 and 2004,
and the results of their operations and their cash flows for each, of the three years in the period ended
December 31, 2005, in conformity with accounting principles generally accepted in the United States of.
America.: Also, in our opinion, such financial statement schedules, when considered in relation to the
basic consolidated financial statements taken as a whole, present fairly, in all material respects, the
information set forth therein.
As discussed in Note 16 to the consolidated financial statements, effective December 31, 2005, the
Company changed its method of accounting for conditional asset retirement obligations to adopt FIN 47
"Accountingfor ConditionalAsset Retirement Obligations". -As discussed in Note 2 to the consolidated
financial statements, in 2005 the Company changed the presentation of its consolidated statements of
cash flows to include the cash flows from operating, investing, and financing activities of discontinued
operations within the respective categories of operating; investing and financing activities of the
Company and retroactively revised the statement of cash flows for the year ended December 31, 2003,
for the change.
We have also audited, in accordance with the standards of the Public Company Accounting Oversight.,
Board (United States), the effectiveness of the Company's internal control over financial reporting as of
December 31, 2005,. based on the criteria established in Internal Control-IntegratedFramework ,
issued by the Committee of Sponsoring Organizations of the Treadway Commission and our report
dated March 8, 2006, expressed an unqualified opinion on management's assessment of the,
effectiveness of the Company's internal control over financial reporting and an unqualified opinion on
the effectiveness of the Company's internal control over financial reporting.
/s/DELOITTE & TOUCHE LLP
Kansas City, Missouri
March 8, 2006

122

ITEM 9.,CHANGES AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE
None.
ITEM 9A. CONTROLS AND PROCEDURES.,
Disclosure Controls and Procedures
r-, ....n o a
(
Great Plains Energy and KCP&L carried out evaluations of their disclosure controls and procedures (as
defined in Rules 13a-15(e) or 15d-15(e) under the Securities Exchange Act of 1934, as amended).
These evaluations were conducted under the superyision, and with the participation, of each company's
management,,including the chief executive officer and chief financial officer of each company-and the
companies' disclosure committee.
Based upon these evaluations, the chief executive officer and chief financial officer of Great Plains
Energy and KCP&L, respectively,, have concluded as of the end ofthe period covered by this report that
the disclosure controls and procedures of Great Pllains .Energy and KCP&L are functioning effectively to
provide reasonable assurance that:-.(i)the information required to-be disclosed by the respective
companies in the reports that they file or submit under the Securities Exchange Act of 1934, as
amended, is recorded, processed, summarized and reported within the time periods specified in the
SEC's rules and forms; and (ii) the information required to be disclosed by the respective companies in
the reports that they file or submit under the Securities ExchangeAct of 1934, as amended, is
accumulated and communicated to their, respective management, including the principal executive and
principal financial officers, as appropriate to allow-timely decisions regarding required disclosure.
Changes in Internal Control Over Financial Reporting
There has been no change in Great Plains Energy's intemal control over financial reporting that
occurred during the quarterly period ended December 31, 2005, that has materially affected, or is
reasonably likely to materially-affect, its internal control .over financial reporting, other than the
implementation by Strategic Energy of anew energy supply-side management system, which
converted manual controls to electronic controls with no change'to control objectives.
There has been no change in KCP&L's internal control over financial reporting that occurred during the
quarterly period ended December,311,2005, that has materially affected, or is reasonably likely to
materially affect, its internal control over financial reporting.
Management's Report on Internal Control Over Financial Reporting,,,
Because of the inherent limitations of internal control over financial reporting, including the possibility of
collusion or improper override of controls,ý,material misstatements due to error or fraud may not be
prevented or detected on a timely basis. Therefore, eyen those systems determined to be effective can
provide only reasonable assurance with respect to financial statementpreparation and presentation.
Also, projections of any evaluation of the effectiveness of internal control over financial reporting to
future periods are subject to the risk that the controls may become inadequate because of changes in
conditions, or that the degree of compliance with the policies or~procedures may deteriorate.
Great

Plains

Energy,

Management is responsible for.establishing and maintaining adequate internal control over financial
reporting (as defined in Rule 13a-1 5(f) under the Securities Exchange Act of 1934, as amended) for
Great Plains Energy. Under the supervision and with the participation of Great Plains Energy's chief
executive officer and chief financial officer, management evaluated the effectiveness of Great Plains
Energy's internal control over financial, reporting as of December 31,,2005, Management used for this
evaluation the framework in Internal Control - Integrated Framework issued by the Committee of
Sponsoring Organizations (COSO) of the Treadway Commission. Management has concluded that, as
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of December 31,,2005, Great Plains'Energy's internal control over financial reporting is'effective based
on the criteria set forth in the COSO framework. Deloitte & Touche, LLP, the independent registered"'.
public accounting firm that audited the financial statements included in this annual report on
Form 10-K, has issued its audit report on this assessment, which is included below.
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Shareholders of
Great Plains Energy Incorporated..
We have audited management's assessment, included in-the accompanying Management's Report on
Internal Control Over Financial Reporting, that Great Plains Energy Incorporated and subsidiaries (the.
"Company") maintained effective internal control over financial reporting as of December 31, 2005,
based on criteria established in Internal Control-IntegratedFrameworkissued by the Committee of
Sponsoring Organizations of the Treadway Commission. The Company's management is responsible
for maintaining effective internal control over financial reporting and for its assessment of the
effectiveness of internal control over financial reporting. Our responsibility is to express an opinion on
management's assessment and an opinion on the effectiveness of the Company's internal control over
financial reporting based on our audit.
We conducted our audit in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether effective internal control over financial reporting was maintained
in all material respects. Our audit included obtaining an understanding of internal control over financial
reporting, evaluating management's assessment, testing and evaluating the design and operating
effectiveness of internal control, and performing such other procedures as we considered necessary in
the circumstances. We believe that our audit provides a reasonable basis for our opinions.
A company's internal •control over financial reporting is a process designed by, or under the supervision
of, the company's principal executive and principal financial officers, or persons performing similar
functions, and effected by the company's board of directors, management, and other personnel to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordancewith generally accepted accounting
principles. A company's internal control over financial reporting includes those policies and procedures
that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of the company; (2) provide reasonable assurance that
transactions are recorded as necessary to permit preparation of financial statements in accordance With
generally accepted accounting principles, and that receipts and expenditures of the company are being
made only in accordance with authorizations of management and directors of the company; and (3)
provide reasonable assurance regarding prevenItion or timely detection of unauthorized acquisition,
use, or disposition of the company's assets that could have a' material effect on the financial
statements.
Because of the inherent limitations of internal control over financial reporting, including the possibility of
collusion or improper management override of controls, material misstatements due to error or fraud
may not be prevented or detected on a timely basis. Also, projections of any evaluation of theto therisk that
effectiveness of the internal control over financial reporting to future periods are subject
the controls may become inadequate because of changes in Conditions, or that the degree of
compliance with the policies or procedures may deteriorate.
In our opinion, management's assessment that the Company maintained effective internal control over
financial reporting as of December 31,2005, is fairly stated, in all material respects, based on the'
criteria established in Internal Control--IntegratedFrameworkissued by the Committee of Sponsoring
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Organizations of the Treadway Commission. Also in our opinion, the Company maintained, in all
material respects, effective internal control over financial reporting as of December 31, 2005, based on
the criteria established in Internal Controlm-IntegratedFramework issued by the Committee of
Sponsoring'Organizations of the Treadway Commission.
We have also audited, in accordance with the standards of the Public Company Accounting Oversight
Board (United States), theconsolidated financial statements and financial statement schedules as of
and for the year ended-December 31 ;:2005, of the Company and our report dated March 8, 2006,
expressed an unqualified opinion on those financial statements and financial statement schedules and
included an explanatory paragraph regarding the Company's adoption of a new accounting standard
and revisions made to the consolidated statements of cash flows for the years ended December 31,
2004 and 2003.
/s/DELOITTE & TOUCHE LLP
Kansas City- Missouri
March 8, 2006

KCP&L
Management is responsible for establishing and maintaining adequate internal control over financial
reporting (as defined in Rule 15d-15(f) under the Securities Exchange Act of 1934, as amended) for
KCP&L. Under the supervision and with the participation of KCP&L's chief executive officer and chief
financial officer, management evaluated the effectiveness of KCP&L's internal control over financial
reporting as of December 31, 2005., Management used for this evaluation the framework in Internal
Control - IntegratedFramework issued by the COSO of the Treadway Commission. Management has
concluded that, as of December31, 2005, KCP&L's internal control over financial reporting is effective
based on the criteria set forth in the COSO framework. Deloitte & Touche, LLP, the independent
registered public accounting firm that audited the financial statements included in this annual report on
Form 10-K, has issued its audit report on this assessment, which is-included below.
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors of
Kansas City Power & Light Company
We have audited management's assessmrent, included in the accompanying Management's Report on
Internal Control Over Financial Reporting, that Kansas City Power & Light Company and subsidiaries
(the "Company") maintained effective internal control over financial reporting as of December 31, 2005,
based on criteria established in Internal Control- IntegratedFramework issued by the Committee of
Sponsoring Organizations of the Treadway Commission. The Company's management is responsible.
for maintaining effective internal control over financial reporting and for its assessment of the
effectiveness of internal control over financial reporting. Our responsibility is to express an opinion on
management's assessment and an opinion on the effectiveness of the Company's internal control over
financial reporting based on our audit.
We conducted our audit in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether effective internal control over financial reporting was maintained
in all material respects., Our auditincluded obtaining an understanding of internal control over financial
reporting, evaluating management's assessment, testing and evaluating the design and operating
effectiveness of internal control, and performing such other procedures as we considered necessary in
the circumstances. We believe that our audit provides a reasonable basis for our opinions.
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A company's internal control over financial reporting is a process designed by, -or under the supervision
of, the company's principal executive and principal financial.officers, or persons performing similar
functions, and effected by the company's board of directors, management, and other personnel to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting
principles. A company's internal control over financial reporting includes those policies and procedures
that (1) pertain- to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of the company; (2) provide reasonable assurance that.
transactions are recorded as necessary to permit preparation of financial statements in accordance with
generally accepted accounting principles; and that receipts and expenditures of the company are being
made only in accordance with authorizations of management and directors of the company; and (3)
provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition,
use, or disposition of the company's assets that could have a material effect on the financial
statements.
Because of the inherent limitations of internal control over financial reporting, including the possibility of
collusion or improper management override of controls, material misstatements due to error or fraud
may not be prevented or detected on a timely basis. Also, projections of any evaluation of the
effectiveness of the internal control over financial reporting to future periods are subject to the risk that
the controls may become inadequate because of changes in conditions, or that the degree of
compliance with the policies or procedures may deteriorate'..
In our opinion, management's assessmrent that the Company maintained effective intemal control over,
financial reporting as of December 31, 2005, is fairly stated, in all material respects,: based on the
criteria established in Internal Control-IntegratedFrameworkissued by the Committee of Sponsoring
Organizations of the Treadway Commission. Also in our opinion, the Company maintained, in all - .,
material respects, effective internal control over financial reporting as of December 31, 2005, based on
the criteria established in Internal Control-IntegratedFramework issued by the Committee of
Sponsoring Organizations of the Treadway Commission:
We have also audited, in accordance with the standards of the Public Company Accounting Oversight
Board (United States), the consolidated financial statements and financial statement schedules as of
and for the year ended December 31, 2005, of the Company and our report dated March 8, 2006,
expressed an unqualified opinion on those financial statements and financial statement schedules and'
included an explanatory paragraph regarding the, Company's adoption of a new accounting standard
and revisions made to the consolidated statement of cash flows for the year ended December 31, 2003.
/s/DELOITTE & TOUCHE LLP,
Kansas City, Missouri
March 8, 2006
ITEM 9B. OTHER INFORMATION
None.
PART III
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANTS
Great Plains Energy Directors
The following information is incorporated by reference from the Great Plains
Energy
2006 Proxy,
Statement):
31, 2006 (Proxy
March
than
later
no
SEC
the
with
filed
be
will
which
Statement,
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by this item contained in the
Information regarding, the directors of Great Plains Energy required
section titled "Election of Directors".
Energyrequired by this item
" Information regarding the'Audit Committee of Great Plains
of Directors" and "Director
contained in the sections titled "Corporate Governance", "Election
Independence".
"

KCPR&LDirectors

'the directors 'of KCP&L. The directors
Great Plains Energy, as the sole shareholder of KCP&L, elects
Board committees of Great Plains Energy
of KCP&L' are 'also directors of Great Plains Energy, and the
listed below are all of the current
function as the Board committees of KCP&L. The nine individuals
to the Board of Great Plains Energy. If
directors of KCP&L and have consented to stand for election
2, 2006, to serve on the Great Plains
they are elected at the annual shareholders meeting on May
to serve as directors until the next annual
Energy Board,' they will also be elected to the KCP&L Board
and qualified. The committee information
shareholders meeting and untiltheirsuccessors are elected
committees, which function as the
listed for each director refers to the Great Plains Energy Board
KCP&L Board committees.
Director since 1994
David L. Bodde
Center for
Dr. Bodde, 63, is the Senior Fellow and Professor, ArthurM. Spiro
previously held the
He
Entrepreneurial Leadership at Clemson University (since 2004).
at the ý Charles N. Kimball Professor of Technology and Innovation (1996-2004) Commerce
of The
University of Missouri-Kansas City. He also serves on the board
Governance
and
Audit
Executive,
the
of
Funds.' Dr. Bodde served as a member
committees during''2005.
-"Director since 2003
'
Michael J. Chesser
- Great Plains
Officer
Mr. Chesser, 57, is Chairman of the Board and Chief Executive
2003). Previously he'
Energy and Chairman of the Board - KCP&L (since October
and President and Chief
served as Chief Executive Officerlof United Water (2002-2003);
served as a member of the
Executive Officer of GPU Energy (2000-2002). Mr. Chesser
Executive committee in 2Q05.
Director since 2003
'
William H. Downey
Energy andPlains
Great
''Mr. Downey, 61, is'President and Chief Operating OfficerDowney joined
Mr.
2003).
(since Ocober Power & Light
Executive Officer -KCP&Lý
Company
President and Chief
Kans&sCity
President
Vice
Executive
as
2000
the Company in
serves on the board of
and President - KCPL Delivery Company. Mr. Downey also
Enterprise Financial Services Corp.
Director since 2000
.
.
Mark A. Ernst'
Officer of H&R
Executive
Chief
Mr. Ernst, '47, is Chairmran of the Board, President and
accounting
and
Block, Inc., a global provider of tax preparation, investment, mortgage
Executive Officer in 2001
services. He was elected Chairman of the Board in 2002, Chief
Ridder, Incl Mr. Emst
and President in'1999.-' Mr.*Ernst also serves on th-eboard of Knight committees during
served•on the Executive, Audit and Compensation and'Development
'

'

Director since 2002
.
oRandallC. Ferguson, Jr. "
&
Tshibanda
for
Business'Devel0pment
for
TMr. Ferguson, 54;,is-the Senior Partner
firm
services
management
"Associates,LLC(since March 2005), a consulting and project
long-lasting,
committed to assisting clients to improve operations and achieve Business Growth &
VicePresident
Senior
as
measurable results. Previously he served
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• Member Connections with the Greater Kansas City Chamber of Commerce (2003-2005)'.
and the retired Senior Location Executive (1998-2003) for the IBM Kansas City Region.
Mr. Ferguson served on the Audit and Governance committees during 2005.
Luis A. Jimenez
Director since 2001
Mr. Jimenez, 61, is Senior Vice President and Chief Strategy Officer (since 2001) of Pitney
Bowes Inc., a global provider of integrated mail and document management solutions. He,:.--,.
. served as Vice President, Global Growth and Future Strategy (1999-2001). Mr. Jimenez
served on the Governance and Compensation and Development committees during 2005.ý_.,
-JamesA. Mitchell
Director since 2002
Mr. Mitchell, 64, is the Executive Fellow-Leadership, Center for Ethical Business Cultures
(since 1999), a not-for-profit organization, assisting business leaders in creating ethical
and profitable cultures. Mr. Mitchell served on the Compensation and Development and
Governance committees during 2005.
William C. Nelson
Director since 2000
Mr. Nelson, 68, is Chairman (since 2001) of George K. Baum Asset Management, a
provider of investment management services to individuals, foundations and institutions.
He also serves on the board of DST Systems. IMr. Nelson served on the Executive, Audit
and Compensation and Development committees during 2005..
Linda H. Talbott
Director since 1983
Dr. Talbott, 65, is President of Talbott &Associates (since 1975), consultants in strategic
planning, philanthropic management and development to foundations,'corporations, and
nonprofit organizations. She is also Chairman of the Center for Philanthropic Leadership.
Dr. Talbott served as the Advising Director for Corporate Social Responsibility and on the
Governance and Compensation and Development committees during 2005.
KCP&L Audit Committee
The KCP&L Board has designated the Audit Committee of the Great Plains Energy Board as the
KCP&L Audit Committee for purposes of Section 1OA of the Securities Exchange Act of 1934, as
amended, and related rules. The members of the Audit Committee are Mark A. Ernst, David L. Bodde,
Randall C. Ferguson, Jr., William K. Hall, William C.. Nelson and Robert H. West. The Boards identified
Messrs. Ernst, Hall, Nelson and West as "audit committee financial-experts", as that term is defined by
the SEC pursuant to Section 407 of the Sarbanes-Oxley Act of 2002, and determined that those
individuals are independent.
Great Plains Energy and KCP&L Executive Officers
Information regarding the executive officers of Great Plains Energy and KCP&L is contained in this report
in the Part I, Item I sections titled "Officers of Great Plains Energy" and "Officers of KCP&L"..
Great Plains Energy and KCP&L Code of Ethics.
The Company has adopted a Code'of Business Conduct and Ethics (Code), which applies to all directors,
officers'and employees of Great Plains Energy', KCP&L and their subsidiaries. The -Code is posted on the
investor relations page of our Internet websites'at www.greatplainsener.qycom and www.kcplcom. A
copy of the Code is available, without charge, upon written request to Corporate Secretary, Great Plains
Energy Incorporated, 1201 Walnut, Kansas City, Missouri 64106. Great Plains Energy and KCP&L
intend to satisfy the disclosure requirements under Item 5.05 of Form 8-K regarding an amendment to, or
a waiver from, a provision of the Code that appies to the principal executive officer, principal financial
officer, principal accounting officer or controller, of those companies by posting such information 6n the
investor relations page of their Intemetwebsites.
.
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Section 16(a) Beneficial Ownership Reporting Compliance

The information regarding compliance with Section 16(a) of the Securities Exchange Act of 1934, as
amended, contained in the section titled "Security Ownership of Directors and Officers" of the Proxy
Statement is incorporated by reference.

ITEM 11. EXECUTIVE COMPENSATION
GREAT PLAINS ENERGY

The information regarding compensation of Great Plains Energy directors and named executive officers
contained in the sections titled "Corporate Governance", "Executive Compensation", "Compensation
and Development Committee Report on Executive Compensation", and "Stock Performance Graph" of
the Proxy Statement is incorporated by reference.

KCP&L
Summary Compensation Table,
The following table contains compensation data for KCP&L executive officers named below, for fiscal
years ended December 31, 2005, 2004 and 2003. The compensation shown for some executive
officers is also Included in the Summary Compensation Table in the Proxy Statement.
Long Term Compensation

Annual Compensation

Awards

Name and Principal
Year
Position
(a) "
. : .(b)
2005
Michael J. Chesser
2004
Chairman of the Board
2003
2005
William H. Downey
2004
President and Chief
* Executive Officer
2003
.
2005
Terry Bassham
Chief Financial Officer

Salary

Bonus

($)

($)

(c)
610,000
550,000
137,500
440000

400,000
325,000
210,069

2004
2003

(d)
555,707
495,535
123,750
395,292
270,292
219,375
141,998

Other Annual
Compensation
($) (1)
(e)
-

-

1,115,813

-

-

76,119

1,001,998
275,942

-

-

-

302,000

-

2005
2004
2003
2005

250,000
225,000
210,000
192,222

147,798
116,684
94,500
347,657

157,315

Senior Vice PresidentDelivery

2004
2003

-

-

-

-

-

-

Payouts

Securities
Underlying
Options/
SARs (#)
(g)

311,436
-

Stephen T. Easley
Senior Vice PresidentSupply
John R. Marshall

(1)

Restricted
Stock
Award(s)
($)(2)
(f)

LTIP
Payouts
($) (3)
(h)

85,947

-

-

5,249
-

-

128,378
636,635
-

,

-

14,381
11,972
10,737
8,338

40,086

-

-

All Other
Compensation
($)(4)
(I)
27,710
8,734
1,403
39,210
27,562
20,764
3,228

-

2,449

-

-

-

The executive officers named above received certain perquisites from theCompany, which may include relocation costs,
transportation allowances, a tax and financial planning allowance of up to $1,500, dues for one club and in limited

situations, the expenses of spouses accompanying the executive officers. With the exception of Messrs. Marshall and
Bassham in 2005 and Mr. Chesser in 2004, perquisites did not reach in any of the reported years the threshold for
reporting of the lesser of either $50,000 or ten percent of salary and bonus set forth in the applicable rules of the
Securities and Exchange Commission.

For 2005, amounts include:
Marshall
*
Relocation Costs: $151,115
" Transportation Allowance: $4,200
e
Club Dues: $500
*
Tax/Financial Planning: $1,500
Bassham
•
Relocation Costs: $69,173
*
Transportation Allowance: $5,400
" Club Dues: $875
*
Spouse Travel: $671
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For 2004, amounts include:
Chesser
* Relocation Costs: $299,292
* Transportation Allowance: $7,200
* Club Dues: $1,150
* Spouse Travel: $3,794
(2)

At Year-End 2005, amounts include:
Restricted Stock: The dollar value of the restricted stock awards shown in Column (f) above is calculated by
multiplying the number of shares awarded by the closing market price of the Great Plains Energy common stock on the
'date of the grant. The grants of restricted stock vest over time. Unvested grants of restricted stock are forfeited in the
event the executive's employment with the Company is terminated (except in the events of retirement, disability or
death, in which cases the grants would be prorated for service during the restriction period).
Chesser
12,135 shares vested October 1, 2005. 12,135 shares each vest on October 1, 2006 and October 1, 2007.
Dividends are reinvested with the same restrictions as the restricted stock. The value at December 31, 2005, of
the remaining restricted stock was $678,589.

Downev
8,825 shares vested October 1, 2005. 8,825 shares vest on October 1,2006, and 8,826 shares vest on
October 1, 2007. Dividends are reinvested with the same restrictions as the restricted stock. The value at
' December 31, 2005, of the remaining restricted stock was $493,522.
Bassham
9,083 shares vest March 28, 2008. Dividends are reinvested with the same restrictions as the restricted stock.
The value at December 31, 2005, Of the restricted stock was $253,961.

Easte,
10,000 shares vest on February 1, 2008. Dividends are reinvested with the same restrictions as the restricted
stock. The value at December 31, 2005, of the restricted stock was $279,600.
Marshall
20,275 shares of restricted stock were granted in 2005, vesting May 25, 2008. Dividends are reinvested with the
same restrictions as the restricted stock. The value at December 31, 2005, of the restricted stock was $566,889.
(3)

The LTIP Payouts for 2005 represent the value of.common stock and cash dividends paid under 2003 Performance
Shares for the period ended 2005. The value of the payouts are calculated as of February 7, 2006, the date the payouts
were approved by the Board.

(4)

For 2005, amounts include:
Chesser
* Contribution under the Great Plains Energy Employee Savings Plus Plan: $6,300
* Contribution under the Great Plains Energy Employee Savings Plus Plan accruing to the Great Plains Energy
Non-Qualified Deferred Compensation Plan: $12,000
* Flex dollars under the Great Plains Energy Flexible Benefits Plan: $6,835
* Deferred flex dollars: $1,582
• Above-market interest paid on compensation deferred pursuant to the Great Plains Energy Non-Qualified
Deferred Compensation Plan: $993

ownev
*
*
*
*
*

Contribution under the Great Plains Energy Employee Savings Plus Plan: $6,300
Contribution under the Great Plains Energy Employee Savings Plus Plan accruing to the Great Plains Energy
Non-Qualified Deferred Compensation Plan: $6,900
Flex dollars under the Great Plains Energy Flexible Benefits Plan: $6,253
Deferred flex dollars: $214
Above-market interest paid on compensation deferred pursuant to the Great Plains Energy Non-Qualified
Deferred Compensation Plan: $19,543
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Bassham
* Flex Dollars Under the Great Plains Energy Flexible Benefits Plan:, $3,228
'Easlev
* Contribution under the Great Plains Energy Employee Savings Plus Plan: $6,300
.
Contribution under the Great Plains Energy Employee Savings Plus Plan accruing to the Great Plains Energy
Non-Qualified Deferred Compensation Plan: $1,200
*
Flex dollars under the Great Plains Energy Flexible Benefits Plan: $4,192
* Above-market interest paid on compensation deferred pursuant to the Great Plains Energy Non-Qualified
Deferred Compensation Plan: $2,689
Marshafl
* Contribution under the Great Plains Energy Employee Savings Plus Plan accruing to the Great Plains Energy
Non-Qualified Deferred Compensation Plan: $5,200
* Flex dollars under the Great Plains Energy Flexible Benefits Plan: $2,714
* Above-market interest paid on compensation deferred pursuant to the Great Plains Energy Non-Qualified
Deferred Compensation Plan: $424

Long-Term Incentive Plans - Awards In Last Fiscal Year
Estimated Future Payouts Under
Non-Stock Price-Based Plans
Threshold
Target
Maximum
($ or #)
($ or #)
($ or #)
(d)
(e)
(f)
0
30,233 shares
60,466 shares

Number of
Shares, Units or
Other Rights (#)
(b)(1)
30,233 shares

Performance or Other
Period Until
Maturation or Payout
(c)
2 years ending 2006

William H. Downey

30,233 shares
16,719 shares
16,719 shares

3 years ending 2007
2 years ending2006
3 years ending 2007

0
0
0

30,233 shares
16,719 shares
16,719 shares

60,466 shares
33,438 shares
33,438 shares

Terry Bassham
John R. Marshall
Stephen T. Easley

6,358 shares
7,096 shares
5,782 shares

3 years ending 2007
3 years ending 2007.,
2 years ending 2006

5,782 shares

3 years ending 2007

0
0
0
0

6,358 shares
7,096 shares
5,782 shares
5,782 shares

12,716 shares
14,192 shares
11,564 shares
11,564 shares

Name
(a)
Michael J. Chesser

(1) The awards of performance shares to Messrs. Chesser and Bassham are based on the following weightings of Great Plains
Energy objectives during the applicable performance period: 50% total shareholder return compared to other Edison Electric
Institute companies; 25% earnings per share; and 25% retum on invested capital. The awards of performance shares to :
Messrs. Downey, Marshall and Easley are based 60%, 20% and 20%, respectively, on the Great Plains Energy objectives,
with the remainder based on the following weightings of KCP&L objectives during the applicable performance period: 25%
earnings; 25% retum on invested capital; 25% on regulatory/build plan on schedule and budget; and 25% distributed utility
goal. Payment of performance shares will range from 0% to 200% of the target amount of performance shares, depending
on performance. Payment will be made in an amount equal to the number of performance shares earned, multiplied by the
fair market value of common stock at the end of the applicable performance period and divided by the fair market value of
common stock at the time of grant.

Aggregated OptionlSAR Exercises in the Last Fiscal Year and Fiscal Year-End OptionlSAR
Values

Name
(a)

Shares
Acquired
on

Value

Exercise

Realized

(#)
(b)

Michael J. Chesser

Number of Securities Underlying
Unexercised Options/SARs at Fiscal
Year End
-

($)
(c)

-

William H. Downey

-..

...

.

Exercisable
(1)(d)

(#)

.

Unexercisable
(d)

.

Value of Unexercised In-the-Money
OptionslSARs at Fiscal Year End
Exercisable (1)
(e)

($)

Unexerclsable
(e)

-

-40,000

5,249

109,400

1,207

2,449

54,240

563

-

-

Terry Bassham-Stephen T. Easley

John R. Marshall

-

-

19,000

.
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Pension Plans
Great Plains Energy has a non-corntributory pension plan (Great Plains Energy Pension Plan) providing
forbenefits upon retirement, normally at age 65. In addition, a supplemental retirement benefit is
provided for selected executive officers based on the number of years such persons were officers. The
following table shows examples of single'lifeoption pension benefits (including unfunded supplemental
retirement benefits) payable upon retirement at age 65 to the named executive officers, assuming that
the person was covered by the supplemental retirement benefit for all years of service.
Average Annual Base Salary
for Highest 36 Months
150,000
200,000
250,000
300,000
350,000
400,000
450,000
500,000
550,000
600,000..
650,000
700,000
750,000

Annual Pension for Years of Service Indicated
25
20
30 or more

S 15
45,000
60,000
75,000
90,000
105,000
120,000
135,000
150,000
165,000
180,000
195,000
210,000
225,000

60,000
80,000
100,000
120,000
140,000
160,000
180,000
200 0000
220,000
240,000
260,000
280,000
300,000

75,000
100,000
125,000
150,000
175,000
200,000
.225,000
250,000

p75,000
300,000
325,000
350,000
375,000

90,000
120,000
150,000
180,000
210,000
240,000
270,000
300,000
330,000
360,000
390,000
420,000
450,000

Each eligible employee with 30 or more years of credited service, or whose age and years of service
add up to 85, is entitled under the Great Plains Energy Pension Plan to a total monthly annuity equal to
50% of their average base monthly salary for the period of 36 consecutive months in which their
earnings were highest. The monthly annuity will be proportionately reduced if their years of credited
service are less than 30 or if their age and years of service do not add up to 85. The compensation
covered by the Great Plains Energy Pension Plan -- base monthly salary -- excludes any bonuses and
other compensation. The Great Plains Energy Pension Plan provides that pension amounts are not
reduced by Social Security benefits. The estimated years of credited service under the Great Plains
Energy Pension Plan for the named executive officers in the Summary Compensation table are as
follows.
Years of
Credited Service
2.5
5.5
0.5
0
9

Officer
Michael J. Chesser(a)
William H. Downey
Terry Bassham
John R. Marshall(a)
Stephen T. Easley

( Pursuant to the terms of employment agreements, Messrs.
Chesser and Marshall will be credited with two years of service
for every one year of service earned. The additional year of
service will be paid as a supplemental retirement benefit.

Eligibility for supplemental retirement benefits is limited to executive officers selected by the
Compensation and Development Committee of the Board; all the named executive officers are
participants. The total retirement benefit payable at the normal retirement date is equal to 1 2/3% of
highest average annual base salary over the thirty-six consecutive month period when base salary was
highest (highest average annual base salary), as shown above, for each year of credited service, plus
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an additional 1/3% of highest average annual base salary for each year of credited service when the
executive was eligible for supplemental retirement benefits, up to 30 years (or a maximum of 60% of
highest average annual base salary in the situation where the executive was eligible for supplemental
retirement benefits for at least 30 years). A liability accrues each year to cover the estimated cost of,
future supplemental benefits.
The Internal Revenue Code imposes certain limitations on pensions that may be paid under tax
qualified pension plans. In addition to the supplemental retirement benefits, the amount by which
pension benefits exceed the limitations will be paid outside the qualified plan and accounted for by
Great Plains Energy as an operating expense.
Severance Agreements
Great Plains Energy has severance agreements (Severance Agreements) with certain of its executive
officers, including the named executive officers, to ensure their continued service and dedication and
their objectivity in considering on behalf of Great Plains Energy any transaction that would change the
control of the Company. Under the Severance Agreements, an executive officer would be entitled to
receive a lump-sum cash payment and certain insurance benefits during the three-year period after a
Change in Control (or, if later, the three-year period following the consummation of a transaction
approved by Great Plains-Energy's shareholders constituting a Change in Control) if the officer's
employment was terminated by:
* Great Plains Energy other than for cause or upon death or disability;
* the executive officer for Good Reason (as defined in the Severance Agreements); and.
* the executive officer for any reason during a 30-day period commencing one year after the
Change in Control or, if later, commencing one year following consummation of a transaction
approved by Great Plains Energy's shareholders constituting a change in control (a Qualifying
Termination).
A Change in Control is defined as:
• an acquisition by a person or group of 20% or more of the Great Plains Energy common stock
(other than an acquisition from or by Great Plains Energy or by a Great Plains Energy benefit
plan);
* a change in a majority of the Board; and
" approval by the shareholders of a reorganization, merger or consolidation (unless shareholders
receive 60% or more of the stock of the surviving Company) or a liquidation, dissolution or sale of

substantially all of Great Plains Energy's assets.:
Upon a Qualifying Termination, a lump-sum cash payment will be made to the executive officer of:
• the officer's base salary through the date of termination;
* a pro-rated bonus based upon the average of the bonuses paid to the-officer for the last five fiscal
years;

*any accrued vacation pay;
*
,
*

two or three times the officer's highest base salary d•ring the prior 12 months;
two or three times the average of the bonuses paid to the officer for the last five fiscal years;
the actuarial equivalent of the excess of the officer's accrued pension benefits including '
supplemental retirement benefits computed without reduction for early retirement and including
two or three additional years of benefit accrual service, over the officer's vested accrued pension
benefits; and
the value of any unvested Great Plains Energy contributions for the benefit of the officer under the
Great Plains Energy Employee Savings Plus Plan.
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In addition,' Great Plains'Energy must offer health, disability'and life insurance plan coverage to the'officer
and his dependents on the same terms and conditions that existed immediately prior to the Qualifying ,,Termination for two or threeyears, or. if earlier, until the executive officer is covered by equivalent plane
benefits. Great Plains Energymust make certain "gross-up" payments regarding tax obligations relating .
to payments under the Severance Agreements as well as provide reimbursement of certain expenses
relating to possible disputes that might arise.
In the following circumstances, termination of the officer's'employment prior.to a Change in Control (or, iflater, priorto the consummation of-a transaction approved by shareholders that constitutes a Change in
r-.
,.
Control) will be treated as a Qualifying Termination:
the officer's employment was terminated without Cause (as defined in the Severance Agreement)
:
and the termination was at the request or direction of the other party to the agie6ment;" .
.
' the officer terminates his'employment for Good Reason; or
such termination is otherwise in ,'. .
* the officer's employment isterminated without Cause andthtactually
occurs.,-,
. connection with or in' nticipation f a Change in Control
aents an oer benefits under the Severance Agreements are in additiio to balances due under ,the Great ains Energy Long-Termr Incentive Plan and Annual ,ncent veiPlan..Upon a Change in..
Control (as defined in th6 Great Plainý Erie'rgy L'6ig-Te'm ln'c'ntie Plah), all stock 61tiohs granrted in'
tandem with limited stock appreciation rights will be automatically exercised.
Other Employment Arrang ements

'.-

'",,

-

Pursuant to the terms ofan employment arrangement, Mr.-,Chesser is entitled to receive three times
annual salary and bonus if he is terminated without cause priorto his reaching age 63., After age 63,
any benefit for termination without cause will be one times annual salary and bonus until age 65.
Messrs. Chesser and Marshall will receive two credited years of service for every one year of service
earned. The additional year of service will be paid as a supplemental retirement benefit.
,
.
,
,. .
r.
The directors of KCP&L receive the following compensation for serving onthe6Boards of Great Plains
Energy and KCP&L:
Director Compensation

-.

: .

.

,

.-

•

:'.

An annual retainer of $50,000 was paid in 2005 ($25,000Of which wasrfused to acquire shares
common stock through the Dividend Reiri~estmient and Direct StockPu'rchase Plaibn rnbehalf of each
non-employe6 member of the Board)., An additidonal retainerof $10,000 was pad annually to the lead
director. Also, a retainer of $6,000, $5,000 and $5,000 was paid to the nbhonermployee dire6tor serving
as chair of the Audit Committee, the Compensation and Development Committee and the Governance
Committee, respectively. -Attndan•"fe~es 'bf $1 000fdrach"B6ard ie'eting arid $1,000 for 6a~h" r "U
committee and other meeting attended were also paid in 2005. 'Directors may defer the receipt of all or
part of.the cash retainersand meeting fees.,

,-.

-'C.

*.

'

,

Great Plains Energy provides life and medical insurance coverage for each non-employee member of
the Board. The total premiums paid by Great Plains Energy for this coveragefo'rall non-employee
directors in 2005 was $32,789. Great Plams'Energypays or reimburses dnrectors for travely odgong
and related expeises` they incurin attendiig'Board and committee meetings,'including tlie'expenses
incurred by directors': spouses in accompanying the directors to one Board meeting in 2005.- It also
matches up to $2,000 per.year of charitable-donations made by a director to 501 (c)(3) organizations
that meet our strategic giving priorities and are located in the service:territory.-ý:, '-
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Compensation and Development Committee Report on KCP&L Executive Compensation
.
The Committee's Responsibilities
The Compensation and Development Committee of the Board of Great Plains Energy (Committee) is
composed of six non-employee'directors, each of whom is independent under applicable standards of
the New York Stock Exchange. -,The Committee is responsible for.setting the executive compensation
structure and administering the policies and plans that govern compensation for the executive officers.
The purpose of this report is to summarize the Committee's compensation philosophy, identify key
elements of the executive compensation programs and describe the process and practices applied by
the Committee in making compensation decisions for fiscal year 2005.,'

Compensation Philosophy
The Committee has adopted a compensation philosophy intended to:
*
Attract and retain highly qualified and experienced executives;'
•
Emphasize a'significant alignment between pay and Great Plains Energy's and/or the
executive's performance;
Motivate executives to achieve strong short-term "an6 long-term financial and operational
*
results;
*
Provide variable compensation opportunities that recognize and reward outstanding
-

*
"

performance;
Align management interestswith those of the shareholders; and
Provide a significant portion of total pay in theform of stock-based incentives, correspondingly
requiring target levels-of stock ownership.

Compensation Methodology.
Each year the Committee reviews data from market surveys, proxy statements, and other information
provided by independent compensation consultants relating to an assessrment of Great Plains Energy's
competitive position with respect to base salaries, anniual incentives, long-term incentives, and other
specific aspects of executive comnpensation. The Committee :reviews the alignment between :executive
pay and performance on a regular basis. In the most recent assessment of its compensation practices
by the compensation consultant retained by the Committee, it was reported that analyses demonstrated
a strong relationship between pay 6ndlperformane'. The Committee also considers in its assessment
individual performance, level of responsibility, internal comparisons,' and skills and experience. Certain'
of Great Plains Energy's executive officers serve as officers and/or directors of various subsidiaries.
The total compensation of officers is designed to cover the full range of services they provide to Great
Plains Energy and its subsidiaries.
Components of Compensation
Base'Salary
The Committee reviews executive officer base salaries annually and concurrent with an evaluation of
the executive's performance for the prior year. Base'salaries are based upon job responsibilities, level
ofexpedence, individual performance, comparisons of the salaries of executives in similar positions
obtained from market surveysinternal comparisons and competitive data provided by compensation
consultants retained by the Committee. The goal for the base salary component is to compensate*'
executives at :a level, which approximates ,the median salaries0of individuals in comparable positions in
companies' of similar size within ihe ýindustry and general industry, as appropriate. Base salaryincreases for Messrs. Chesser, Downey and Easley Were effective January 1, 2005. Messrs. Bassham
and Marshall were not employed by Great Plains Energy Until Marfch 28, 2005 and May 25, 2005,
respectively.
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Annual Incentives
Annual cash incentives are provided to executive officers based upon the achievement of preestablished corporate and business unit objectives, and also provide the ability to recognize individual
performance. In 2005, the Committee administered the Great Plains Energy Annual Incentive Plan (the
Plan) that permitted the award of annual cash incentives to executive officers, including the Named -,
Executive Officers set forth in the Summary Compensation Table;. Target incentives under the Plan are
established as a percentage of base pay, using survey data for individuals in comparable positions and,
markets and internal comparisons. The Committee has established total target annual bonus levels
intended to approximate the 50th percentile bonus levels in comparable positions and markets when
target performance is achieved. Target annual incentives under the Plan for 2005 ranged from 30% to
60% of base pay. The total amount available for payment was determined by corporate earnings per
share and subject to established threshold, target and maximum levels. The Plan will pay out at 100%
at target. Fifty percent of the incentive is payable at the threshold level of performance and 150% of
the incentive is payable at the maximum level of performance. If performance falls below target, but is
above threshold, the amount of the award payable will be below the target award level. Similarly,
performance above target will result in an award higher than target level. Individual, awards will not be
paid if the corporate EPS performance falls below the threshold level. The entire award is distributed
proportionately among participants based on other corporate and business unit measures, such as
return on invested capital, customer satisfaction, customer retention rate, reliability, and others.
Individual performance is also taken into account. For 2005, discretion was used to exclude from Great
Plains Energy reported earnings and Strategic Energy pre-tax income goals and results the applicable
effects of mark-to-market gains and losses on energy contracts, SECA, certain compensation expenses
and discontinued operations. As a result, corporate earnings per share were at the maximum level and
individual awards were earned in the amounts set forth in the Summary Compensation Table.
The Annual Incentive Plan of Great Plains Energy Incorporated was amended in February of 2006.
The amended Plan will continue to be based on achievement of pre-established company and business
unit financial and operational metrics. For 2006, the measures for annual incentives are based 50% on
core earnings, and 30% on financial ratios, production availability, achievement of comprehensive
energy plan milestones, customer satisfaction, profitability, employee engagement and/or other
specified business unit objectives. The Committee also takes into account individual performance to
account for 20% of the target award. Individual Incentive amounts will range from 0% to 200% of target
based on performance, and the Committee intends to target the 5 0 th percentile or above as the basis
for target annual bonus levels. Strategic Energy also revised the Strategic Energy.L.L.C. Annual
Incentive Plan in February of 2006 and has the same structure and terms as the Great Plains Energy
Annual Incentive Plan.
Long-Term Incentive Compensation
The Committee has structured a long-term compensation element to more closely align the interests of
management with the creation of long-term shareholder value. The Great Plains Energy Long-Term
Incentive Plan was approved by shareholders in 2002, and provides for grants by the Committee of
stock options, restricted stock, performance shares, and other stock-based awards. Each executive
officer is assigned a long-term incentive target based on both internal comparisons and upon survey
data for individuals in comparable positions in the markets in which Great Plains Energy competes for
executive talent. Compliance with stock ownership guidelines is also taken into consideration in
determining grants under the Long-Term Incentive Program. The Committee has established total
target long-term incentive targets atthe 5 0 th percentile in comparable positions and markets. Targets
range from 40% to 150% of base salary. Based on performance over the period, awards can pay out
from 0% to 200%. However, since no long-term grants were made under the program in 2004, in 2005
executives received a two-year performance share grant for 2005-2006 performance, and a three-year
performance share grant for 2005-2007 performance. Payouts, if any, will be made after the end of the

136

period based on performance during the period. Goals for both long-term grants were based on
pre-approved corporate and business unit measures.
For 2006, the performance share component of long-term awards will be based on the Company's
Total Shareholder Return over a three-year period, as compared to the Total Shareholder Return of the
Edison Electric Institute (EEl) Index of electric utilities. The Committee believes this measure ensures
strong alignment of executive financial interests with the long-term interests of its shareholders.
KCP&L Chief Executive Officer Compensation
The Committee considers the assessment of the Chief Executive Officer's (CEO) performance and
determination of the CEO's compensation as among its principal responsibilities. Its objective with
regards-to setting an appropriate level of compensation is to motivate and retain a CEO who is
committed to delivering sustained superior performance for the Company's shareholders.
In 2005, Mr. Downey received a base salary of $440,000, which is below the median for CEOs of
comparably-sized companies in similar markets. In determining Mr. Downey's base salary, the
Committee considered the financial performance of ther Company; the cost and quality of services
provided; leadership in enhancing the long-term value of the Company; performance against other preestablished objectives; survey data;' and consideration of length of service. Mr. Downey's annual
incentive compensation award was targeted at 45%.of base pay, also considered to be somewhat
below market levels. In 2005,:Mr. Downey's incentive award was based 80% on Great Plains Energy
performance which included a balanced scorecard of financial, customer-related and
internal/operational metrics, and 20% on individual performance. Funding for annual awards was
based on corporate earnings per share. The Great Plains Energy scorecard resulted in overall
performance between targetand maximum levels for purposes of the annual incentive plan, and
earnings performance allowed funding at the maximum level.. Mr. Downey received two long-term
performance share grants in 2005 since no awards were made in 2004. Awards were determined in
the same manner as for other executive officers. Mr. Downey's long-term incentive target was 115% of
base pay, which is consistent with the 50t" percentile for comparable CEO positions and markets.
It is the Committee's intent that, when taken together, the components of Mr. Downey's pay, including
base salary, annual incentives and long-term incentives, would result in total compensation that would
approximate the 5 0 th percentile of the market when incentive plan performance measures are met and
in compensation levels at the 7 5 th percentile or higher when incentive plan performance is at superior
levels.

Code Section 162(m)
Section 162(m) of the Internal Revenue Code precludes the Company from taking a deduction for
compensation in excess of $1 million for any individual who, on the last day of that yearJs the CEO or
among the other four highest compensated officers unless that compensationqualifies as performancebased compensation under Section 162(m). With respect to incentive compensation, the Great Plains
Energy Long-Term Incentive Plan was approved by shareholders in 2002 and offers vehicles, which are
performance-based. It is the Committee's intent to take reasonable steps to include the provisions
necessary to qualify for exemptions fromthe limitations on such deductibility under Section 162(m) at
the time the Plan is next taken for shareholder vote inMay 2007. With respect to awards under the
Great Plains Energy Annual Incentive Plan, the Committee believes that the interests of the Company's
shareholders are best served by not restricting the Committee's and Company's discretion and
flexibility in developing compensation programs.
.
-
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COMPENSATION AND DEVELOPMENT COMMITTEE
William C. Nelson (Chairman)
Mark A. Ernst
Luis A. Jimenez
'James A. Mitchell
Linda H. Talbott
Robert H. West
ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
GREAT PLAINS ENERGY
The information regarding security ownership of the directors and executive officers of Great Plains
Energy contained in the section titled "Security Ownership of Certain Beneficial Owners, Directors and
Officers" of the Proxy Statement is incorporated by reference.
KCP&L
Great Plains Energy is the sole shareholder of KCP&L. The following table shows beneficial ownership
of Great Plains Energy's common stock, by the named executive officers, directors and all directors and
executive officers of KCP&L as of February 7, 2006, (with the exception of shares held in the Employee
Savings Plus Plan, which is reported as of January 31, 2006). The total of all -shares owned by
directors and executive officers represents less than 1% of Great Plains Energy's common stock.
Shares of Common

Stock
Beneficially Owned (1)

Name of Beneficial Owner
Named Executive Officers
Michael J. Chesser
William H. Downey
Terry Bassham-ý-,
Stephen T. Easley
John R., Marshall

43,973
89,255
11-721
39,705
25,761

Non-management Directors
David L. Bodde
Mark A. Ernst
Randall C. Ferguson, Jr.
Luis A. Jimenez
James A. Mitchell
William C. Nelson
Linda H.Talbott
All KCP&L*Executive Officers and
Directors As A Group (20 persons)

10,465
8,663
4,203
4,650
5,209
5,069
10,781

(2)

(3)

334;181

(1) Includes restricted stock and exercisable non-qualified stock options.
* Restricted Stock: Chesser - 36,006 shares; Downey -24,487 shares;
Bassham - 11,721 shares; Marshall -23,567 shares; Easley - 12,593 shares;
other executive officers - 15,886.

*

Exercisable Non-Qualified Stock OPtions: Downey- 40,000 shares; Easley 19,000 shares; other executive officers - 36,000.
(2) The nominee disclaims beneficial ownership of 1,000 shares reported and held by
nominee's mother.
(3) The nominee disclaims beneficial ownership of 62 shares reported and held by
nominee's wife.
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Equity Compensation Plan
The information regarding Great Plains Energy's equity compensation plan is in Item 5, Market for the
Registrants' Common Equity and Related Shareholder Matters, of this report and is incorporated by
reference.
ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS
GREAT PLAINS ENERGY
The information contained in the section titled "Security Ownership of Certain Beneficial Owners,
Directors and Officers - Certain Relationships and Related Transactions" of the Proxy Statement is,
incorporated by reference.

KCP&L
See Note 12 to the consolidated financial statements.
ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES
GREAT PLAINS ENERGY.
The information regarding the independent auditors of Great Plains Energy and its subsidiaries
contained in the section titled "Audit Committee Report" of the Proxy Statement is incorporated by
reference.
KCP&L .
The"Audit Committee of the Great Plains Energy Board functions as the Audit Committee of KCP&L.
The following table sets forth the aggregate fees' billed by Deloitte & Touche LLP for audit services
rendered in connection with the consolidated financial statements and reports for 2005 and 2004 and
for other services rendered during 2005 and 2004 on behalf of the Company and its subsidiaries, as
well as all out-of-pocket costs incurred in connection with these services:
Fee Category
Audit Fees
Audit-Related Fees
Tax Fees
All Other Fees
Total Fees

2005
$1,075,986
62,251
24,307
21,100
$1,183,644

2004
$ 920,904
138,080
373,730
-

$1,432,714

Audit Fees: Consists of fees billed for professional services rendered for the audits of the annual
consolidated financial statements of the Company and its subsidiaries and reviews of the interim
condensed consolidated financial statements included in quarterly reports. Audit fees also include:
services provided by Deloitte & Touche LLP in connection with statutory and regulatory filings or
engagements; audit reports on audits of the effectiveness of internal control over financial reporting and
on management's assessment of the effectiveness of internal control over financial reporting and other
attest services, except those not required by statute or regulation; services related to filings with the
Securities and Exchange Commission, including comfort letter, consents 'and assistance with and,
review of documents filed with the Securities and Exchange Commission; and accounting research in
support of the audit.
Audit-Related Fees: Consists of fees billed for assurance and related services that are reasonably
related to the performance of the audit or review of consolidated financial statements of the Company
and its subsidiaries and are not reported under "Audit Fees". These services include consultation
concerning financial accounting and reporting standards and services in connection with the
Company's assessment of the effectiveness of its internal control over financial reporting (the fees in
2004 aggregated $131,980).
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Tax Fees: Consists of fees billed for tax compliance and related support of tax returns and other tax-,:
:
services, including assistance with tax audits, and tax research and planning. -Tax fees for 2004
included $372,040 of fees that became payable uponresolution of engagements entered into in prior
years.
All Other Fees: Consists of fees for all other services other than those reported above. Those,':
services included the development and facilitation of a group training course in 2005.
Audit Committee Pre-Approval of Audit and Permissible Non-'Audit Services of Independent

Auditors
The Audit Committee pre-approves all audit and permissible non-audit services provided by theindependent auditor to the Company and its subsidiaries. These services may include audit services,
audit-related services, tax services and other services. The Audit Committee has adopted for the
Company and its subsidiaries policies and procedures for the pre-approval of services provided by the
independent auditor. Under these policies and procedures, the Audit Committee may pre-approve
certain types of services, up to aggregate fee levels established by the Audit Committee. The Audit
Committee as well may specifically approve audit and permissible non-audit services on a case-bycase basis. Any proposed service within a pre-approved type of service that would cause the
applicable fee level to be exceeded cannot be provided unless the Audit Committee either amends the
applicable fee level or specifically approves the proposed service. Pre-approval is generally provided
for up to one year, unless the Audit Committee specifically provides for a different period. The Audit
Committee receives quarterly reports regarding the pre-approved services performed by the
independent auditor. The Chairman of the Audit Committee may between meetings pre-approve audit
and non-audit services provided by the independent auditor, and report such pre-approval at the next
Audit Committee meeting.
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Exhibits
Great Plains Energy Documents-,
Exhibit
Number

Description of Document
*

Agreement and Plan of Merger among Kansas City Power & Light Cc mpany,

3.1.a

*

Great Plains Energy Incorporated and KCP&L Merger Sub Incorporated dated as
of October 1, 2001 (Exhibit 2 to Form 8-K dated October .1, 2001).
Articles of Incorporation of Great Plains Energy Incorporated dated as of

3.1.b

*

February 26, 2001 (Exhibit 3.i to Form 8-K filed October 1, 2001).By-laws of Great Plains Energy Incorporated, as amended September 16, 2003

4.1.a

*

(Exhibit 3.1 to Form 10-Qfor the period ended September 30, 2003).
Resolution of Board of Directors Establishing 3.80% Cumulative Preferred Stock

*

.(Exhibit 2--R to Registration Statement, Registration No. 2-40239).
Resolution of Board of Directors Establishing 4.50%'Cumulative Preferred Stock

*

-(Exhibit 2-T-to Registration Statement,. Registration No. 2-40239).
Resolution of Board of Directors Establishing 4.20% Cumulative Preferred Stock

*

(Exhibit 2-U to Registration Statement, RegistrationNo. 2-40239).,
Resolution of Board of Directors Establishing 4.35% Cumulative Preferred Stock

2.1

4.1.b
4.1.c
4.1.d

(Exhibit 2-V to Registration Statement, Registration No. 2-40239).

141

4.1.e

*

4.1.f

*

4.1 .g

*

4.1.h

*

10.1.a

-

*+

10.1.b

+

10.1 .c

*+

10.1 .d

*+

10.1 .e

+

10.1 .f

*+

10.1 .g

*+

10.1 .h

+

10.1 .i

*+

10.1.j

+

10.1.k

*•

10.1.1

+

10.1.m

+

10.1.n::

t*+

Pledge Agreement, dated June 14, 2004, between Great Plains Energy
Incorporated and BNY Midwest Trust Company, as Collateral Agent, Custodial,
Agent and Securities Intermediary and BNY Midwest Trust Company', as Purchase
Contract Agent (Exhibit 4.2 to Form 8-NA, dated June 14, 2004).
Indenture, dated June 1, 2004, between Great Plains Energy Incorporated and'
BNY MidwestTrust.Company, as Trustee (Exhibit 4.5 to Form 8-NA, dated
.
June 14,2004).
First Supplemental Indenture, dated June 14, 2004,between Great Plains Energy
Incorporated and BNY Midwest Trust Company, 'as Trustee-(Exhibit 4.51t6
Form 8-NA, dated Junel14,2004)..
Form of Income PRIDES (included in Exhibit 4.1 to Form 8-A/A, dated June 14,,'
-.
2004, as Exhibit A thereto)..-.
Amended Long-Term Incentive Plan, effective as of May 7,_2002 (Exhibit 10.1.a to
Form 10-K for the year ended December 31, 2002).
Great Plains Energy Incorporated Long-Term Incentive Plan Awards Standards
'
- '
and Administration effective as of February 7, 2006. Form of Restricted Stock Agreement Pursuant to the Great Plains Energy
Incorporated Long-Term Incentive Plan Effective May 7,.2002 (Exhibit 10.1 to Form
8-K dated February 4, 2005).
Form of Restricted Stock Agreement Pursuant to the Great Plains Energy
Incorporated Long-Term Incentive Plan Effective May 7, 2002 (Exhibit 10.2 toFFoim'
8-K dated February 4,,2005).
Form of Restricted Stock Agreement Pursuant to the Great Plains Energy
Incorporated Long-Term Incentive Plan Effective May 7, 2002.
Form of Performance Share Agreement Pursuant to the Great Plains Energy
Incorporated Long-Term Incentive Plan Effective May 7,,2002'(Exhibit t0.1.b to Form,10-Q for the quarter ended March 31, 2005).
Form of Performance Share Agreement Pursuant to the Great Plains Energy
Incorporated Long-Term Incentive Plan Effective May 7,2002 (Exhibit 10.1.c to Form
10-Q for the quarter ended March 31, 2005)..
Form of Performance Share Agreement Pursuant to the -Great Plains Energy
Incorporated Long-Term Incentive Plan Effective May 7, 2002..
Strategic Energy, L.L.C. Long-Term Incentive Plan Grants 2005, Amended May 2,
2005 (Exhibit 10.1!.f to Form 10-Q for the period ended March 31, 2005).
Strategic Energy, L.LC. Executive Long-Term Incentive6Plan 2006.
Great Plains Energy Incorporated/Kansas City Power & Light Company Annual
Incentive Plan 2005, Amended May 3, 2005 (Exhibit 10.1 .c to Form 10-Q for the
quarter ended March 31, 2005).
Great Plains Energy Incorporated Kansas'City Power & Light Company Annual
Incentive Plan amended as of January 1, 2006.,
Strategic Energy, -L.L.C. Annual Incentive Plan dated January 1, 2006.
Form of Indemnification Agreement with each officer and director (Exhibit 10-f to
Form 10-K for year ended December 31, 1995).
--
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-

*+ Form of Conforming Amendment to tindemnification Agreement with each officer
and director (Exhibit 10.1.a to Form 10-Q for the period ended March 31, 2003).
+ Form of Indemnification Agreement with officers'and directors.

10.1.0
10.1.p

*+ Form of Restated Severance Agreement dated January 2000 with certain
executive officers (Exhibit 10-e to Form 10-K for the year-ended December 31,

10.1.q

2000).1
*+ Form of Conforming Amendment to Severance Agreements. withcertain executive
officers (Exhibit 10.1.b to Form 10Q for the period ended March 31,, 2003).
*+ Great Plains Energy Incorporated Supplemental Executive Retirement Plan, as
amendedand restated effective October 1V2003.(Exhibit ,10.1 .a to Form 10-Q for
the period ended September 30,ý2003).
*+ Nonqualified Deferred Compensation Plan (Exhibit 10- ,to0Form 10-1Q for the
period ended March 31,,2000).
+ Description of Compensation Arrangements with Directors and Certain Executive
Officers.*+ Employment Agreement among Strategic Energy, L..L.C, Great Plains Energy
Incorporated and Shahid J. Malik, dated as of November 10, 2004 (Exhibit 10.1 .p
to Form 10-K for the year ended December 31 2004).

10.1.r
10.1.s

10.1.t
10.1.u
10.1.v

10.1.w

10.1.x

10.1.y

10.1.z

*+ -Severance Agreement among Strategic Energy, L.L.C., Great Plains Energy
Incorporated and Shahid J. Malik, dated as of November 10, 2004 (Exhibit 10.1.q
to Form 10-K for the year ended December 31, 2004). _c
*
FirstAmended and Restated JointPlan underChapter 11 of the United States
Bankruptcy Code dated March 31, 2003, of Digital Teleport Inc., DTI Holdings, Inc.
and Digital Teleport of Virginia, Inc. (Exhibit 10.1 .e to Form 10-Q for the period
ended March 31, 2003). .
* Credit Agreement dated as of December 15, 2004, among Great Plains Energy
Incorporated, Bank of America, N.A., as Syndication Agent, The Bank of TokyoMitsubishi, Ltd, Wachovia Bank, National Association and BNP Paribas, as CoDocumentation Agents,- JPMorgan Chase Bank, N.A.X, as Administrative Agent,
The Bank of New York, KeyBank National Association, The Bank of Nova Scotia,
U.S. Bank National Association, Merrill Lynch Bank USA, Morgan Stanley Bank,
Mizuho Corporate Bank, UMB Bank, N.AJ, PNC Bank, National Association, Bank
Midwest, N.A. and UFJ Bank Limited (Exhibit 10.1.s to Form 10-K for the year
ended December 31, 2004).
* First Amendment, dated October 6, 2005, to the Credit Agreement dated as of
December 15, 2004, among Great Plains Energy lncorporated,- Bank of America,
N.A., as Syndication Agent, The Bank of Tokyo-Mitsubishi, Ltd, Wachovia Bank,
National Association and BNP Paribas, as Co-Documentation Agents, JPMorgan
Chase Bank, N.A., as Administrative Agent, The Bank of New YorkiKeyBank
. ..
National Association, The Bank of Nova Scotia,. U.S. Bank National Association,
,. Merrill Lynch Bank USA, Morgan Stanley Bank, Mizuho Corporate Bank, UMB
Bank, N.A., PNC Bank, National Association, Bank Midwest, N.AI'ahd UFJ Bank
Limited (Exhibit 10.1.a to Form 10-Q for the quarter ended September 30, 2005).

-

--
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10.1.aa

*

Amended and Restated Credit Agreement, dated as of July.2, 2004; by and
among Strategic Energy, L.L.C., LaSalleBank National Association, PNC Bank,
National Association, Citizens Bank of Pennsylvania, Provident Bank, Fifth Third
Bank and Sky Bank. (Exhibit 10.2 to Form 10-Q for the period ended June 30,

-

C

.2004).

Amendment No. 1 dated as of December 20, 2005, to Amended and Restated
Credit Agreement, dated as of July 2, 2004, by and among Strategic Energy,
L.L.C., LaSalle Bank National Association, PNC Bank, National Association,
Citizens Bank of Pennsylvania, Provident Bank, Fifth Third Bank, First National
Bank of Pennsylvania and Sky Bank.

10.1.bb

Amended and Restated Limited Guaranty dated as of July 2, 2004, by Great
Plains Energy Incorporated in favor of the lenders under the Amended and
Restated Credit Agreement dated as of July 2, 2004 among Strategic Energy,
L.L.C. and the financial institutions from time to-time parties thereto. (Exhibit 10.3
to Form 10-Q for the period ended June 30, 2004).

10.1.cc

*

10.1.dd

*

10.1.ee

*

Agreement of Indemnity issued by Great Plains Energy Incorporated and Strategic
Energy; L.L.C. in favor of Federal Insurance Company and subsidiaryor affiliated'.
insurers-dated May 23, 2002 (Exhibit 10.1.b. to Form 10-Q for the period ended
June 30, 2002).

10.1.ff

*

Agreement between Great Plains Energy Incorporated and Andrea F. Bielsker
dated March 4, 2005 (Exhibit 10.1 .jj to Form 10-K for the year ended
December 31, 2004).

10.1.gg

*

Agreement between Great Plains Energy Incorporated and Jeanie Sell Latz dated
April 5, 2005 (Exhibit 10.1 to Form 8-K dated April 5, 2005).

General Agreement of Indemnity issued by Great Plains Energy Incorporated and
Strategic Energy, L.L.C. in favor of Federal Insurance Company and subsidiary or
affiliated insurers dated May 23,r2002 (Exhibit 10.1.a..to Form 10-Q for the period
ended June 30, 2002).

12.1

Computation of Ratio of Earnings to Fixed Charges.

21.1

List of Subsidiaries of Great Plains Energy Incorporated.-

23.1 .a

Consent of Counsel.

23.1 .b

Consent of Independent Registered Public Accounting Firm.

24.1

Powers of Attorney.

31.1.a

Rule 13a-14(a)/15d-14(a) Certifications of Michael J. Chesser.

31.1 .b

Rule 13a-14(a)/15d-14(a) Certifications of Terry Bassham.

32.1

Section 1350 Certifications.

-

• Filed with the'SEC as exhibits to prior registration statements (except as otherwise noted) and are
incorporated herein by reference and made a part hereof. The exhibit number and file number of the
documents so filed, and incorporated herein by reference, are stated in parenthesis in the description of
such exhibit.
+ Indicates management contract or compensatory plan or arrangement.
Copies of any of the exhibits filed with the SEC in connection with this document may be obtained from
Great Plains Energy upon written request.
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Great Plains Energy agrees to furnish to the SEC upon request any instrument with respect to longterm debt as to which the total amount of securities authorized does not exceed 10% of total assets of
Great Plains Energy and its subsidiaries on a consolidated basis.
KCP&L Documents
Exhibit
Number

Description of Document
*

Agreement and Plan of Merger among Kansas City Power & Light Company, Great
Plains Energy Incorporated and KCP&L Merger SubIncorporated dated as of
October 1, 2001 (Exhibit 2 to Form 8-K dated October 1; 2001).
Restated Articles of Consolidation of Kansas City Power & Light Company, as
amended October 1, 2001 (Exhibit 3-(i) to Form 10-Q for the period ended
September 30, 2001).
By-laws of Kansas City Power & Light Company, as amended November 1, 2005.

4.2.a

*

General Mortgage and Deed of Trust dated as of December 1, 1986, between Kansas
CityPower & Light Company and UMB Bank, n.a. (formerly United Missouri Bank of
Kansas City, N.A.), Trustee (Exhibit 4-bb to Form 10-K for the year ended
•December 31, 1986).

4.2.b

* Fourth Supplemental Indenture dated as of February 15, 1992, to Indenture dated as
of December 1, 1986 (Exhibit.4-y to Form 10-K for the year ended December 31,
1991).
* Fifth Supplemental Indenture dated as of September 15, 1992, to Indenture dated as
of December 1, 1986 (Exhibit 4-a to quarterly report on Form 10-Q for the period
ended September 30, 1992).
* Seventh Supplemental Indenture dated as of October*1, 1993, to Indenture dated as of
December 1, 1986 (Exhibit 4-a to quarterly report on Form 10-Q for the period ended
September 30, 1993).
* Eighth Supplemental Indenture dated as of December 1, 1993, to Indenture dated as
of December 1, 1986 (Exhibit 4 to Registration Statement, Registration No. 33-51799).
* Eleventh Supplemental Indenture dated as of August 15, 2005, to the General
Mortgage and Deed of Trust dated as of December 1, 1986, between Kansas City
Power & Light Company and UMB Bank, n.a. (formerly United Missouri Bank of
Kansas City, N.A.), Trustee (Exhibit 4.2 to Form 10-Q for the quarter ended
September 30,2005).
* Indenture for Medium-Term Note Program dated as of February 15, 1992, between
Kansas City Power & Light Company and The Bank of New York (Exhibit 4-bb to
Registration Statement, Registration No. 33-45736).
* Indenture for $150 million aggregate principal amount of 6.50% Senior Notes due,
November 15, 2011 and $250 million aggregate principal amount of 7.125% Senior
Notes due December 15, 2005 dated as of December 1, 2000, between Kansas City
Power & Light Company and The Bank of New York (Exhibit 4-a to Report on Form
8-K dated December 18, 2000)..

2.2

3.2.a

3.2.b

4.2.c

4.2.d

4.2.e
4.2.f

4.2.g

4.2.h

4.2.i

*

Indenture dated March 1, 2002 between The Bank of New York and Kansas City
Power & Light Company (Exhibit 4.1.b. to Form 10-Q for the period ended March 31,
2002).
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Supplemental -indenture No.-1 dated as of November 15, 2005;-to Indenture dated-,..'-3
March 1-, 2002 between The Bank of New York and Kansas City: Power & Light.:½r

4.2.j

Company.
4.2.k
0.2.a

*

Registration Rights Agreement dated as of November 17, 2005, among Kansas CityPower & Light Company, and BNP Paribas Securities Corp. and J.P. Morgan
Securities Inc. as representatives of the several initial purchasers.
Railcar Lease dated as of January 31; 1995, between First Security Bank of UtahNational Association, and Kansas City Power, & Light Company (Exhibit 10-o to Form
19-K for the year epded December 31, 1994).
-

10.2.b

*

Railcar Lease dated as of September 8, 1998, with CCG Trust Corporation (Exhibit
10(b) to Form 10-Q for the period ended September 30, 1998)....

10.2.c

*

Insurance agreement between Kansas City Power & Light Company and XL Capital
Assurance Inc., dated December 5, 2002 (Exhibit 10.2.f to Form 10-K for the year
,
ended December 31, 2002).
.-

10.2.d

*

Insurance Agreement dated as of August 1, 2004, between Kansas City Power & Light

Scompany and XL Capital Assurance Inc. (Exhibit.10.2 to Form 10-Q for the period
ended september30, 2004).
Insurance Agreement dated as of September 1, 2005, between Kansas City Power &
Light Company and XL Capital Assurance Inc.

10.2.e

Insurance Agreement dated as of September 1, 2005, between Kansas City Power &

10.2.f

10.2.g

*

10.2.h

*

10.2.i

*

Light Company and XL Capital Assurance Inc.
Credit Agreement dated as of December 15, 2004, among Kansas City Power &Light,.
Company, Bank of America, NA.;as Syndication Agent, The Bank of TokyoMitsubishi, Ltd, Wachovia Bank, National Association and BNP Paribas, as CoDocumentation Agents, JPMorgan Chase Bank, N.A., as Administrative Agent, The
Bank of New York,"KeyBankNational Association,The Bank of Nova Scotia, U.S.
Bank National Association, Merrill Lynch Bank USA, Morgan StanleyBank, Mizuho
Corporate Bank, UMB Bank, N.A., PNC Bank, National Association, Bank Midwest,
N.A. and UFJ Bank Limited (Exhibit 10.2.h to Form 10-K for the year ended
December 31, 2004).:.
First Amendment, dated October 6, 2005, to the Credit Agreement dated as of
December 15, 2004, among Kansas City Power & Light Company,; Bank of America,
- N.A., as Syndication Agent, The Bank of Tokyo-Mitsubishi, Ltd, Wachovia Bank,
' National Association'and BNP Paribas, as Co-Documentation Agentst JPMorgan
Chase Bank, N.A., as Administrative Agent, The Bank of New York, KeyBank National
Association, The Bank of Nova Scotia, U.S. Bank National Association, Merrill Lynch.Bank USA, Morgan Stanley Bank, Mizuho Corporate Bank, UMB Bank, N.A., PNC
Bank, National Association, Bank Midwest, N.A. and UFJ Bank Limited (Exhibit 10.2.a
to Form 10-Q for the quarter ended September 30, 2005).
Stipulation and Agreement dated March 28, 2005, among Kansas City Power & Light
Company, Staff of the Missouri Public Service Commission, Office of the Public
Counsel, Missouri Department of Natural Resources, Praxair, Inc., Missouri
IIndepenrdent Energy Consumers, Ford Motor Company, Aquila, Inc., The Empire
District Electric Company, and Missouri Joint Municipal Electric Utility Commission
(Exhibit 10.2 to Form 10-Q for the quarter ended March 31, 2005).
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10.2.j

10.2.k

10.2.1

Stipulation and Agreement filed April 27, 2005, among Kansas City Power & Light
Company, the Staff of the State Corporation Commission of the State of Kansas,
Sprint, Inc., and the Kansas Hospital Association (Exhibit 10.2.a to Form 10-Q for the
quarter ended June 30, 2005).
Purchase and Sale Agreement dated as of July 1,'2005, between Kansas City
Power & Light Company, as Originator, and Kansas City Power & Light Receivables
Company, as Buyer (Exhibit 10.2.b to Form 10-Q for the quarter ended
June 30, 2005).

12.2

Receivables Sale Agreement dated as of July 1, 2005, among Kansas City Power &
Light Receivables Company, as the Seller, Kansas City Power & Light Company, as
the Initial Collection Agent, The Bank of Tokyo-Mitsubishi, Ltd., New York Branch, as
the Agent, and Victory Receivables Corporation (Exhibit 10.2.c to Form, 10-Q for the
quarter ended June 30, 2005).
Computation of Ratio of Earnings to Fixed Charges.

23.2.a
23.2.b

Consent of Counsel.
Consent of Independent Registered Public Accounting Firm.

24.2

Powers of Attorney.

31.2.a

Rule 13a-14(a)/15d-14(a) Certifications of William H. Downey.

31.2.b

Rule 13a-14(a)/15d-14(a) Certifications of Terry Bassham.

32.2

Section 1350 Certifications.

* Filed

with the SEC as exhibits to prior registration statements (except as, otherwise noted) and are
incorporated herein by reference and made a part hereof. The exhibit number and file number of the
documents so filed, and incorporated herein by reference, are stated in parenthesis in the description of
such exhibit.
Copies of any of the exhibits filed with the SEC in connection with this document may be obtained from
KCP&L upon written request.
KCP&L agrees to furnish to the SEC upon request any instrument with respect to long-term debt as to
which the total amount of securities authorized does not exceed 10% of total assets of KCP&L and its

subsidiaries on a consolidated basis.

147

Schedule I - Parent Company Financial Statements,

GREAT PLAINS ENERGY INCORPORATED
Income Statements of Parent Company

Year Ended December 31
..
Operating Expenses
Other
General taxes
TotalOperating loss
Equity from earnings in subsidiaries.
Non-operating income
Nqn-operating expenses
Interest charges
Income before income taxes
Income taxes
Net income
Preferred stock dividend requirements
Earnings available for common shareholders

2005

(millions)
8.5

$

7.1
:0.3
,
7.4:-r
(7.4)
178.2
1.6
(0.1)
-(9.4)
162.9
.
(0.6)
162.3
-1.6
$ 160.7
$
74.6

Average number of common shares outstanding
Basic and diluted earnings per common share

$

2.15

Cash dividends per common share

$

1.66

2003

'-2004

0.2
8.7
(8.7)
199.2
2.3
(0.2)
(8:1)
184.5
(3.7)
'180.8
1.6
179.2

$

5.3
0.2
5.5
(5.5)
149.5
3.1
(0.4)
(4.6)
142.1
2.8
144.9
1.6
$ 143.3

;72.0
•$
$

69.2

'2.49

$

2.07

1.66

$

1.66

The accompanying Notes to Financial Statements of Parent Company are an integral part
.
of these statements.
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GREAT PLAINS ENERGY INCORPORATED
Balance Sheets of Parent Company
December 31
2005
ASSETS
Current Assets'
Cash and cash equivalents
Accounts receivable from subsidiaries
Notes receivable from subsidiaries
Taxes receivable
Other
Total
Nonutility Property and Investments
Investment in KCP&L
Investments in other subsidiaries
Total
Deferred Charges and Other Assets
Total
Total

$

$

LIABILITIES AND CAPITALIZATION
Current Liabilities
Notes payable
Accounts payable to subsidiaries
Accounts payable
Accrued interest
Other
Total
Deferred Credits and Other Liabilities
Total
Capitalization
Common shareholders' equity
Common stock-150,000,000 shares authorized without par value
74,783,824 and 74,394,423 shares issued, stated value
Unearned compensation
Capital stock premium and expense
Retained earnings
Treasury stock-43,376 and 28,488 shares, at cost
Accumulated other comprehensive loss
Total
Cumulative preferred stock $100 par value
3.80% - 100,000 shares issued
4.50% - 100,000 shares issued
4.20% - 70,000 shares issued
4.35% - 120,000 shares issued
Total
Long-term debt
Total
Commitments and Contingencies
Total

$

2004
(millions)

2.0
1.0
5.4
1.8
0.5
10.7

2.8
0.8
19.3
4.4
0.5
27.8

$

1,141.0
288.0
1,429.0

1,099.6
248.7
1,348.3

2.0
1,441.7

2.5
$ 1,378.6

6.0
0.5
0.1
1.7
6.5
14.8

$

20.0

1.6
6.1
27.7

0.9

6.7

777.2
(2.1)
(30.7)
488.0
(1.3)
(7.7)
1,223.4
10.0
10.0
7.0
12.0
39.0163.6
1,426.0
$ 1,441.7

765.5
(1.4)
(32.1)
451.5
(0.9)
(41.0)
1,141.6
10.0
10.0
7.0
12.0
39.0
.163.6
1,344.2

•

$

1,378.6

The accompanying Notes to Financial Statements of Parent Company are an integral part of these
statements.
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GREAT PLAINS ENERGY INCORPORATED
Statements of Cash Flows of Parent Company
Year Ended December 31
Cash Flows from Operating Activities
Net income
Adjustments to reconcile income to net cash from operating activities:
Amortization
Deferred income taxes,. net
Equity. in earnings from subsidiaries
Cash flows affected by changes in:
Accounts receivable from subsidiaries
Taxes receivable
Accounts payable to subsidiaries
Other accounits payable' :.:..
Accrued and current taxes...........
Accrued interest
.
Cash dividends from-subsidiaries
Other
Net cash from operating activities
Cash Flows from Investing Activities
Equity contributions to subsidiaries.,
Net change in notes receivable from subsidiaries
Net cash from investing activities
Cash Flows from Financing Activities
Issuance. of common stock
Issuance of long-term debt
Issuance fees ,

..

.

.

0.6

.

..........

...

(0.4)

(149.5)

4.3 .

.:

(3.0)

(4.4) -

2.6,
0.5
0.1

(0.8),

(1.9)
(0.2)
1.2
0.1
98.0
0.7
89.7

(7.5)

0.1.

0.8
210.1

133.9
. 3.0
124.5

S0.4

186.9

11.0
11.0

(305.0)
7.8
(297.2)

9.1

15317

-

-

.

(5.9)
(136.3)
(0.8)
2.8
$
2.0

Other financing activities
Net cash from financing activities
Net Change In Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Year
Cash and Cash Equivalents at End of Year

(0.6)

(199.2),

(178.2)

(125.5)

$ 144.9

1.8
0.6

(100.0)
56.3
(43.7)
-

163.6'(12.1) .

--

68.3

(67.0)

(14.0)

Net change in short-term borrowings
Dividends paid

$ 162.3

...

..

2003

2004 -;(millions)
$ 180.8

2005

.

(120.8)

(5.0)
112.4 .
2.1-,
0.7
2.8
$

(116.5)

:.,

(0.4)
(48.6)
(2.6)
3.3
0.7
$
'

-

The accompanying Notes to Financial Statements of Parent Company are an integral part of these,
statements.,

GREAT PLAINS ENERGY INCORPORATED
Statemernts of Common Shareholders' Equity of Parent Company
Statements of Comprehensive Income of Parent Company
Incorporated by reference is Great Plains Energy Consolidated Statements of Common Shareholders'
,
Equity and Consolidated Statements of Comprehensive Income.
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GREAT PLAINS ENERGY INCORPORATED
NOTES TO FINANCIAL STATEMENTS OF PARENT COMPANY
The following are supplemental notes to the Great Plains Energy Incorporated Parent Company
Financial Statements and should be read in conjunction with the Great Plains Energy Incorporated
Notes to Consolidated Financial Statements in Part II, Item. 8.
1. SUMMARY OF SIGNIFICANT-ACCOUNTING POLICIES
Organization
Great Plains Energy, a Missouri corporation incorporated in 2001, is a public utility holding company
and does not-own or-operate any significant assets other-than the stock of its subsidiaries.
2. GUARANTEES
In'the normal course of business, Great Plains Energy and certain of its subsidiaries enter into various
agreements providing financial or performance assurance to third parties on behalf of certain
subsidiaries. Such agreements include, for example, guarantees and indemnification of letters of credit
and surety bonds. These agreements are entered into primarily to support or enhance the
creditworthiness otherwise attributed to a subsidiary on a stand-alone basis, thereby facilitating the
exdension of sufficient credit to accomplish the subsidiaries' intended business purposes. The majority
of these agreements guarantee the future performance of Great Plains Energy or its subsidiaries, soa
liability for the fair value of the obligation is not recorded.,
Great Plains Energy has provided $122.0 million of guarantees to support certain Strategic Energy
power purchases and regulatory requirements. At December 31, 2005, guarantees related to Strategic
Energy are as follows:
* Great Plains Energy direct guarantees to counterparties totaling $58.0 million, which expire in
2006,
* Great Plains Energy provides indemnifications to the issuers of surety bonds totaling $0.5
million, which expire in 2006,..
* Great'Plains Energy guarantees related to letters of credit totaling $25.0 million, which expire in
2006 and
* Great Plains Energy letters of credit totaling $38.5 million.

'T-

-
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Schedule II -Valuation and Qualifying Accounts and Reserves
Great Plains Energy,,
Valuation and Qualifying Accounts
Years Ended December 31,2005, 2004 and 2003
Additions

Description
Year Ended December 31, 2005
Allowance for uncollectible accounts
Legal reserves
Environmental reserves

Uncertain tax positions
Year Ended December 31, 2004
Allowance for uncollectible accounts
Legal reserves
Environmental reserves
Uncertain tax positions

Year Ended December 31, 2003
Allowance for uncollectible accounts
Legal reserves
Environmental reserves
Tax valuation allowance
Uncertain tax positions
Discontinued operations

Balance At
Beginning
Of Period

Charged
To Costs
And
Expenses

$ 6.4

$ 6.9

3.2
0.3

13.4

4.5
1.2

$ 8.5

$ 5.4

4.0

1.4

Balance
Charged
At End.
To Other
Accounts 'Deductions Of Period
(millions)
(b) $ 6.9
$ 5.0 (a) $11.4
1.8

7
-

10.0

-

$ 2.8
-

1.8

.

16.8

3.2

$ 8.8

$ 5.1

3.8
1.9
15.8

3.3
(15.8)

2.5

12.0

1.i717

(c)

5.9
0.3

(d)

4.6

-

(a) $10.3
2.2
..
1.5

(b)

$ 6.4

(c)

6.6

(d)

3.2
0.3
13.4

(a) $ 8.2
3.1
0.1

(b)

$ 8.5

(c),

0

4.0
1.8

(d)

16.8

M

-

-

$ 2.8
-

-

(g)

3.6

(h)

(eM

_
1.3
1.

(a) Recoveries. Charged to other accounts for the year ended December 31, 2005, includes the establishment of an
(b)

allowance of $1.6 million.
Uncollectible accounts charged off. Deductions for the year ended December 31, 2004, includes a charge off of
$1.4 million by Worry Free.

(c) Payment of claims.
(d)

Reversal of uncertain tax positions. Deductions for the year ended December 31, 2005, includes a reclass of

$0.8 million to franchise taxes payable. Deductions for the year ended December 31, 2003, includes taxes paid
for an IRS settlement.
( Reversal of reserve for remediation of soil and groundwater.
( Payment of expenses.
( Atax valuation allowance of $15.8 million was recorded at KLT Telecom in 2001 to reduce the income tax benefits
arising primarily from DTI's 2002 abandonment of its $104 million of long-haul assets. The allowance was
necessary due to the uncertainty of recognizing future tax deductions while DTI was in the bankruptcy process. The
allowance was reversed in 2003 after confirmation of the DTI restructuring plan.
(h) Establishment of liability for uncertain tax positions for prior years current tax expense in excess of taxes paid.
(i) In 2003, HSS completed the disposition of its interest in RSAE.

152

Kansas City Power & Light Company
Valuation and Qualifying Accounts
Years Ended December 31, 2005, 2004 and 2003

Description
Year Ended December 31, 2005
Allowance for uncollectible accounts
Legal reserves
Environmental reserves

Uncertain tax positions
Year Ended December 31, 2004
Allowance for uncollectible accounts
Legal reserves
Environmental reserves
Uncertain tax positions
Year Ended December 31, 2003
Allowance for uncollectible accounts

Balance At
Beginning
Of Period
$ 1.7
3.2

Additions
Charged
To Costs
Charged
Balance
And
To Other
At End
Expenses
Accounts Deductions Of Period
(millions)
$ 3.3
$ 4.6
(a) $ 7.0
(b)
$ 2.6
3.1
1.8 (c)
4.5

0.3

-

0.3

$ 4.9
3.8
1.8
6.4
.I
$ 5.6

$ 2.6
1.4

Legal reserves
Environmental reserves

3.8
1.9

3.1
-

-

Uncertain tax positions

2.5

3.9

1.2

Discontinued operations

1.7

.

-

2.8

-

$ 2.7
-

-

2.1.

-

(a) $ 8.5
2.0
1.5
4.8

I
$ 3.5

0.3

-

3.7

$ 2.7

(a) $ 6.9
3.1
0.1

-

(g)

(d)

$ 1.7
(c)
3.2
(e)
0.3
(d)
3.7
I
(b)
$ 4.9
(b)

1.2

(c)
(1)
(d)

1.7

(h)

(a) Recoveries. Charged to other accounts for the year ended December 31, 2005, includes the establishment of an
(b)

allowance of $1.6 million.
Uncollectible accounts charged off. Deductions for the year ended December 31, 2004, includes a charge off of
$1.4 million by Worry Free.

(c) Payment of claims.

Reversal of uncertain tax positions. Deductions for the year ended December 31, 2005, includes a reclass of
$0.8 million to franchise taxes payable. Deductions for the year ended December 31, 2003, includes taxes paid
for an IRS settlement.
(e) Reversal of reserve for remediation of soil and groundwater.
( Payment of expenses.
( Establishment of liability for uncertain tax positions for prior years current tax expense in excess of taxes paid:
(h) In 2003, HSS completed the disposition of its interest in RSAE.
(d)
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1.2

3.8
1.8

6.4

SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly
authorized.
GREAT PLAINS ENERGY INCORPORATED
By: is/Michael J. Chesser
Michael J. Chesser
Chairman of the Board and
Chief Executive Officer

Date: March 8, 2006

Pursuant to the requirements of the Securities Act of 1934, this report has been signed below by the,
following persons on behalf of the registrant and in the capacities and on the dates indicated.

Signature
/s/Michael J. Chesser
Michael J. Chesser
/s/Terry Bassham
..-Terry Bassham

Title
Chairman of the Board and Chief
Executive Officer"
(Principal Executive Officer)

)
)
)

Executive Vice President - Finance
and Strategic Development and
Chief Financial Officer.

)
)
)

(Principal Financial Officer)

/s/Lori A. Wright
Lori A. Wright

Controller
(Principal Accounting Officer)

David L. Bodde*

Director

/s/William H. Downey
William H. Downey

Director

Mark A. Ernst*

Director

Randall C. Ferguson, Jr.*

Director -

William K. Hall*

Director

Luis A. Jimenez*

Director

James A. Mitchell*

Director

William C. Nelson*

Director

Linda H. Talbott*

Director

Date

)

)

.)
)
)

)

Robert H. West*
*By
/s/Michael J. Chesser
Michael J. Chesser
Attorney-in-Fact*

) March 8, 2006
)

)
)

)
)

))
)
.• )

)
)
)
)
)

Director
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-SIGNATURES
Pursuant, tothe requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly
authorized.
KANSAS CITY POWER & LIGHT COMPANY
Date: March 8, 2006
By: Is/ William H. Downey
William H. Downey
President and Chief Executive Officer
Pursuant to the requirements of the Securities Act of 1934, this report has been signed below by the
following persons on behalf of the registrant and in the capacities and on the dates indicated.
Signature
Is/ William H. Downey
William H. Downey

Title
President and Chief Executive
Officer and Director
(Principal Executive Officer)

Date

)
)
)

)

Is/Terry Bassham
Terry Bassham

Chief Financial Officer
(Principal Financial Officer)

)
)

/s/Lori A. Wright
Lori A. Wright

Controller
(Principal Accounting Officer)

)
)

David L. Bodde*

Director

) March 8, 2006

/s/Michael J. Chesser

Chairman of the Board

))

Michael J. Chesser
Mark A. Ernst*

Director

Randall C. Ferguson, Jr.*

Director

Luis A. Jimenez*

Director

James A. Mitchell*

Director

William C. Nelson*

Director

Linda H. Talbott*

Director

*By

/s/Michael J. Chesser
Michael J. Chesser
Attorney-in-Fact*
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)
)

Supplemental Information to be Furnished With Reports Filed Pursuant to Section 15(d) of the
Act by Registrants Which Have Not Registered Securities Pursuant to Section 12 of the Act.
KCP&L did not send any annual report to security holders covering its last fiscal year, and did not send
any proxy statement, form of proxy or other proxy soliciting material to its security-holders with respect
to any annual or other meeting of security holders.
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CERTIFICATIONS
I, Michael J. Chesser, certify that:
1.

I have reviewed this annual report on Form 10-K of Great Plains Energy Incorporated;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not misleading with respect to the period covered by this report;

3.

Based on my knowledge,-the financial statements, and other financial information included in this
report, fairly present in all material respects the financial condition, results of operations and cash
flows of the registrant as of, and for, the periods presented in this report:

4.

5.

The registrant's other certifying officer(s) and I are responsible for establishing and maintaining
.. disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and
internal control over financial reporting (as defined in Exchange Act Rules 13a-1 5(f) and 15d-1 5(f)) for
the registrant and have:
(a)

Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating to
the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

(b)

Designed such internal control over financial reporting, or caused such internal control over
financial reporting to be designed under our supervision, to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

(c)

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented
in this report our conclusions about the effectiveness of the disclosure controls and procedures,
as of the end of the period covered by this report based on such evaluation; and

(d)

Disclosed in this report any change in the registrant's internal control over financial reporting that
occurred during the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in
the case of an annual report) that hasmaterially affected, or is reasonably likely to materially
affect, the registrant's internal control over financial reporting; and

'The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of
internal control overfinancial reporting, to the registrant's auditors and the audit committee of the
registrant's board of directors (or persons performing the equivalent functions):

(a) :All significant deficiencies and material weaknesses in the design or operation of internal control
over financial reporting which are reasonably likely to adversely affect the registrant's ability to
record, process, summarize and report financial information; and
(b)
Date:

Any fraud, -whether or not material, that involves management' or other employees who have a
significant role in the registrant's internal control over financial reporting.
March 8, 2006

/Is Michael J. Chesser
Michael J. Chesser
Chairman of the Board and Chief Executive
Officer

CERTIFICATIONS
I, Terry Bassham, certify that:
I have reviewed this annual report on Form 10-K of Great Plains Energy Incorporated;

1.
2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under 2
:'which such statements were made, not misleading with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this
-report, fairly present in all material respects the financial condition, results of operations and cash
,fiows of the registrant as of, and for, the periods presented in this report:

4.

The registrant's other certifying officer(s) and I are responsible for establishing and maintaining
,disclosure controls and procedures ,(as defined in,.Exchange Act Rules 13a-15(e) and 15d-15(e)) and
internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for
,the registrant and-have:,
(a)

Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under-our supervision; to ensure that material information relating to
the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

(b)

Designed such internal control over financial reporting, or caused such internal control over
financial reporting to be designed under our supervision, to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

*,
(c)

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented
in this report our conclusions about the effectiveness of the disclosure controls and procedures,
as of the end of the period covered by this report based on such evaluation; and,

(d)

Disclosed in this report any change in the registrant's internal control over financial reporting that
occurred during the registrant's most recent fiscal quarter, (the registrant's fourth fiscal quarter in
the case of an annual report) that has materially affectedi or is reasonably. likely to materially
.!affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant's auditors and the audit committee ofthe
registrant's board ofdirectors (or, persons performing.the equivalent functions):'

5.

(a)

(b)
S
Date:

All significant deficiencies and material weaknesses in the design or operation of internal control
over financial reporting which are reasonably likely to adversely affect the registrant's ability to
record, process, summarize and report financial information; and
Any fraud, whether or not material, that involves management or other employees who have a
-significant role in the registrant's internal control over financial reporting.

March 8, 2006

/s/ Terry Bassham

Terry Bassham
Executive Vice President - Finance and Strategic
Development and Chief Financial Officer
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ANNUAL

DEAR FELLOW SHAREHOLDER:

Our results in 2005 were mixed.
On the positive side, earnings were at the top end of our guidance. Favorable capital market conditions continued
for the third straight year which permitted us to complete several very favorable refinancings to lower our interest
expense and improve liquidity. Our operating results were solid as we continued to improve service quality in areas
important to our customers. At our power plants, we successfully completed two major overhauls, minimized the
impact of extremely low coal inventories due to reduced rail deliveries, and completed the installation of special
burners at our coal fueled Jeffrey 3 unit to reduce emissions of nitrous oxides. In early 2006, we announced an 8.7%
dividend increase.
On the other side of the scale, however, was the outcome of our rate case. Our stock price reached a 52-week high
of $24.97 per share on August 3 and then trended downward. This negative trend became pronounced in early
September when the Kansas Corporation Commission staff recommended a rate reduction of more than $65 million
in response to our request for an increaseof $84 million. After the KCC issued its decision in late December, our stock
price fell as low as $20.09 per share on February 3.
In addition to seeking an increase in our base rates, we also asked the KCC to approve three "mechanisms" to adjust
rates for changes in certain costs without the necessity of going through a lengthy and costly general rate review.
One of these mechanisms is a fuel adjustment clause which adjusts rates monthly for increases or decreases in the
cost of fuel used in our power plants. Another permits an annual adjustment to our rates to reflect the cost of new
pollution control equipment at our fossil fueled power plants. The. third mechanism adjusts rates annually for
increases or decreases in the capital and operating costs of our transmission system.
Our rate case was well presented and our requested increase of slightly more than 7% was reasonable. Our rates on
average were already the lowest of any company regulated by the KCC and would have remained so even if 100%
of our request had been granted. The KCC was not persuaded. It ordered a net revenue increase of $21.2 million
in our northern rate system and a net revenue decrease of $23.6 million in our southern rate system which produced
an overall net revenue decrease of $2.4 million. On the positive side, the KCC approved all three of the above
adjustment mechanisms.
Notwithstanding the positive aspects of the decision, without an increase in rates, customers as well as investors
have been set back. Our ability to continue service, quality initiatives Is severely limited and our progress toward
achieving investment grade credit quality has been delayed. And although the date is not yet set, it is also likely that
we will have to go through the lengthy and expensive process of another rate review much sooner than would
otherwise have been necessary.
Some have asked if we are going to stay the course on our back to basics strategy. The answer is yes. The reasons
that caused us to adopt that strategy in the first place remain valid. We know the electric utility business. The fact
that we have received a challenging rate decision does not mean that suddenly we know less about the electric utility
business or more about some other business.
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The thesis of our back to basics strategy has been that we can deliver value to-investors by achieving an at•tractive
risk/reward balance.
As a basic utility our investors obtain their return from modest and steady growth that drives share value and a solid
dividend. Our growth will come in three areas. Our retail sales historically have grown at about 2%,to 2.5% annually,
a rate we expect will continue in the future. We have a proven track record in energy marketing and believe that it
will produce an additional 1.5% to 2.5% annually over the near term planning horizon. Over the next eight years
we expect to invest up to $620 million in new pollution control equipment at our power plants. That, coupled with
projected-investments in new generation and transmission facilities, will expand our investment base and allow for
future earnings growth as well. In that regard, the transmission and environmental cost rate adjustment mechanisms
described above will reduce the time 'lag" between making an investment and reflecting it in rates. Finally, as a
consequence ýof divesting our non-utility businesses, we have a substantial tax asset in the form of a capital loss
canyforward, a portion of which we hope to utilize before it expires at the end of 2009.
Matched with modest growth must be low risk. We have achieved exceptional results in reducing operating;
finandal, and!business risk.
In operations, we benefit from prudent management decisions in the 1970's to invest in coal and uranium fueled
generating facilities. About 95% of the electricity we sell is from our low cost coal and nuclear plants. We use natural
gas to generate electricity only in peak demand or emergency situations. Most of our gas plants can also run on oil,
which gives us an advantage when one fuel is less expensive than the other. We are in the initial stage of planning
for a new base load coal plant that would begin operation about 2015. We hope to announce the site for that plant
sometime in 2006. In 2005, we announced our agreement to purchase the 300 MW natural gas fueled Spring Creek
generating station from ONEOK. Built in 2001 to take advantage of then low natural gas prices in a deregulated
market, Spring Creek lost its value as a merchant plant when natural gas prices rose. We are acquiring it at a
substantial discount to its original cost and will use it to satisfy peak demand of our retail customers. Thus, we expect
to recover the cost of owning and operating this plant through our retail rates.
Over the last three years, we have substantially improved our service quality in areas that independent surveys tell
us are important to customers. Each year, we have reduced the average number of outages per customer and we
have reduced the average length of the outages that do occur. We have also improved the accuracy of our billing
procedurýs and increased to 97% the rate at which we answer calls in our call center.
We have achieved outstanding results in reducing financial risk. In the last three years, we have reduced consolidated
debt obligations by nearly $2 billion leaving $1.6 billion outstanding. The refinancing of remaining debt has reduced
our weighted average interest cost to about 5.5% from 7.3%, and has lengthened the weighted average term of our
debt to 17 years from 11 years, clearing the path to finance our substantial future plant additions. Our unsecured
debt remains just below investment grade. Nonetheless, with shareholders' equity at over 46% of capital 'and our
cash flow coverage of interest expense in excess of four times, our debt trades at investment grade levels. Assuming
reasonable future rate regulation, we believe we are well positioned to finance the rate base growth described earlier.
Our business risk overall is stable with some -kspects that are quite favorable. We are:once again a basic utility with
2

most of our business in a state regulated retail electric market, with some business in wholesale energy and energy
trading markets. As noted above, the rate adjustment mechanisms approved by the KCC will become more
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significant as we invest in new pollution control and transmission facilities. We also are now substantially protected
from future volatility in the cost of fuel for our power plants. Our rates on average are from 17% to 48% lower than
other Kansas jurisdictional utilities. Those factors together with a Kansas economy that has a history of being
insulated from both booms and busts have significantly reduced our business risk from where it was four years ago
as a globally diversified company.
In February of 2006, we announced earnings guidance for 2006 of $1.55 to $1.65 per share and for 2007 of $1.65 to
$1.75.That guidance, of course, is subject to the risks and caveats identified in our Form 10K which is included with
this report. Along with that guidance, our Board announced an increase in the indicated annual dividend to $1 per
share from 92 cents per share. This increase is in keeping with our previously announced policy of moving our
dividend toward a payout of 60% to 75% of earnings. While we are pleased to have been able to increase the
dividend, we are keenly aware of the fact that it remains well below its former levels.
Given our relatively small size, attractive generating mix, and proximity to several logical merger partners, we are
often asked if we might combine with or be acquired by another utility. The repeal of the Public Utility Holding
Company Act, which in some ways was a barrier to utility consolidation, has increased the frequency of these
questions. Our answer is straightforward. We believe we know what value we can create for investors, customers,
and employees as a stand-alone company. If an opportunity to consolidate arises, we will compare the value of
standing alone with the value of consolidating. If the consolidation produces greater value and can gain regulatory
approval, then we will pursue it. It would be irresponsible not to do so.
Finally, we are sony to report that Doug Henry, vice president of power delivery, died suddenly on February 9,2006.
Doug started as a junior engineer with KG&E in 1977. He advanced steadily in terms of responsibility and, more
importantly, the respect of his colleagues for a style of management that was based on candor, integrity,
thoughtfulness, and an unrelenting sense of humor. In meetings, we were never quite sure what Doug would say or
how he would say it, but we knew well that we should listen. Doug was an old time utility guy. He cared deeply
about our company and our customers and the men and women he worked with and he had no patience with
anyone who thought otherwise. We miss Doug.
Thank you for your continued confidence.

Charles Q. Chandler IV
Chairman of the Board

,

JJames S. Haines, Jr.
President & CEO
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FINANCIAL MEASURES 2005:
2005

2004

$1,583

$1,464

135

100

1

79

135

178

FINANCIAL DATA (Dollarsin Millions)
INCOME HIGHLIGHTS
Sales.

...............................................................

Income from continuing operations ........................
!

I

..........
I

Results of discontinued operations, net of tax..................
Earnings available for common'stock .,.

.... ...

....................

..........

....

............

BALANCE SHEET HIGHLIGHTS
Total assets ..............................................

.............

$5,210

Common stock equity .......................................................

w$5,00

1A 16

1,388

45%

45%

1%

i%

54%

54%

19,217

18,364

8"440

8,688

660,000

653,000

Basic earnings available from continuing operations .........................

$1.54

$1.19

Discontinued operations, net of tax .......................................

$0.01

$0.95

Basic earnings available .................................................

$1.55

$2.14

Dividends declared per common share ........................................

$0.92

$0.80

$16.31

$16.13

High ................................................................

$24.97

$22.92

Capital Structure'
Common equity ....................................

....

Prefei'red stock. ....

.

Debt

.

...............................

.........

....
..

..

....... .

.

OPERATING DATA
Sales (Thousands of MWh)
Retail ...........................................................
Wholesale .........................................................
Customers ...

.......................................................

COMMON:STOCK DTA;
PER SHARE HILIGHTS
Earnings per share:

Book value per share ....

..................................................

STOCK PRICE PERFORMANCE
Common stock price range:
Low ................................................................

$21.07

$18.06

Stock price at year end .....................................................

$21.50

$22.87

Average equivalent common shares outstanding (in thousands) ...................

86,855

82,941

4.3%

4.0%

Dividend yield (based on year end annualized dividend) .........................
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Certain matters discussed in this Annual Report on Form 10-K are
"forward-looking statements." The Private Securities Litigation
7Reform
Act of 1995 has established that these statements qualify
Business ..................
7
f6r'safe harbors from liability Forward-looking statements may
"expect,"
X_ _include words like we 1believe," "anticipate," "target; meaning.
Risk Factors ..........
.15
"pro formaa"'estimate," "intend" and words of similar
.. 16 ...
.
Unresolved Staff Comments
Forward-looking statements describe our future plans, objectives,
Properties ................
...
, .16 .
"
-expectatidns & goals. Such statements address future events and
,,conditions concerning: capital expenditures; earnings; liquidity
Legal Proceedings ......... ....... 17
and capitalresources; litigation; accounting matters; possible
Submission of Matters46 a Vo
1,7:
,
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.18
Commission
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30
impact of changes and downturns in the energy industry and the
DisclosuresAbout Market Ris k .....
.market for trading wholesale electricity; the outcome of the notice
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of violation received on January 22, 2004 from the Environmental
Supplementary Data.
.
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.66
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of the Registrant ...........
.66
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66
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Generating Station decommissioning obligation; regulatory
requirements for utility service reliability; homeland security
considerations; coal, natural gas, oil and wholesale electricity prices;
availability and timely provision of our coal supply, and other
circumstances affecting anticipated operations, sales and costs.

These lists are not all-inclusive because it is not possible to predict
all factors. This report should be read in its entirety. No one section
of this report deals with all aspects of the subject matter. Any
forward-looking statement speaks only as of the date such
statement was made, and we are not obligated to update any
forward-looking statement to reflect events or circumstances after
the date on which such statement was made except as required by
applicable laws or regulations.
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PART I
ITEM A1.BUSINESS
GENERAL
We are the largest electric utility in Kansas. Unless the context
otherwise indicates, all references in this Annual Report on Form
10-K to"the company," "we," "us," "our" and similar Words are to
Westar Energy, Inc. and its consolidated subsidiaries. The term
"Westar Energy" refers to Westar Energy, Inc., a Kansas corporation
incorporated in 1924, alone and not together with its consolidated
subsidiaries.
We provide electric generation, transmission and distribution
services to approximately 660,000 customers in Kansas. Westar
Energy provides these services in central and northeastern Kansas,
including the cities of Topeka, Lawrence, Manhattan, Salina and
Hutchinson. Kansas Gas and Electric Company (KGE), Westar
Energy's wholly owned subsidiary, provides these services in
south-central and southeastern Kansas, including the city of
Wichita. KGE owns a 47% interest in the Wolf Creek Generating
Station (Wolf Creek), a nuclear power plantlocated near
Burlington, Kansas. Both Westar Energy and KGE conduct business
using the name Westar Energy. Our corporate headquarters is
located at 818 South Kansas Avenue, Topeka, Kansas 66612.
SIGNIFICANT BUSINESS DEVELOPMENTS DURING 2005
Overview
" We filed applications with the Kansas Corporation Commission
(KCC) on May 2, 2005 for an increase in our retail electric rates.
Effective January 2006, the KCC authorized changes in our rates
that left our rates virtually unchanged and approved various
other changes in our rate structure. See ,.. Retail Rate Review"
below for additional information.
" We incurred approximately $38.1 million in maintenance costs
and capital expenditures to restore our electric distribution
system as a result of a severe ice storm that occurred in January
2005. As allowed by the Decemberi28, 2005 KCC Order, we will
. L
begin to recover these costs in rates in 2006. ! * Coal delivery issues caused our coalinventory levels to decline
significantly below desired levels, which required us to rely
on more expensive sources of power to meet our customers'
energy needs.
v Wholesale sales volumes-have declined and could continue to
decline due to the cost and availability of fuel and growing
demands of our retail customers.

b The cost of fuel and purchased power has increased significantly.
-Higher fuel; and !purchased power costs, unit outages, and
operating constraints, such as lour efforts to conserve coal,
increased our total fuel and purchased power costs. However, we
expect'the effect oftthese increased costs to be mitigated with the
Februar 2006 implementation ofaret~ilienergy cost adjustment
(RECA) is discussed below.
Retail Rate Review
December 28, 2005 KCC Order
In accordance with a 2003 KCC order, we fied applications with
the KCC on May 2, 2005 to review our rates. We requested an
increase in our retail electric rates and the adoption of other
practices under the KCC's jurisdiction. While the KCC ordered a
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net increase in our base rates of $38.8 million annually, the increase
is substantially offset by the requirement that we credit to retail
customers a rolling three-year average of the margins we realize
from our market-based wholesale sales. Other significant changes
approved by the KCC are the RECA, an environmental cost recovery
rider (ECRR), the separation of transmission delivery charges, an
increase in annual depreciation expense, an extended recovery
period for costs being recovered for which no return is provided and
the recovery of various costs that have been incurred and deferred
as regulatory assets.
Retail Energy Cost Adjustment: The RECA-allows us to recover
the actual cost of fuel consumed in producing electricity and the
cost of purchased power. The adjustment is based on the actual
cost of fuel and purchased power less margins from market-based
wholesale sales. We have contracts with certain large industrial
customers, the terms of.which do not provide for the separate
billing of fuel costs. Fuel costs for these customers will continue to
be recovered through the rates specified in each of these contracts.
These customers represented approximately 8% of our total retail
sales volumes for 2005.
Wholesale Sales Margins: The terms of the RECA require that we
include, as a credit to recoverable fuel costs, an amount based on
the average of the margins realized from market-based wholesale
sales during the immediately prior three-year period. In any period
we are unable to realize market-based wholesale sales margins at
least'equal to the amount of the credit; our financial results would
be adversely affected. In the short-term, our generating capacity is
fixed while the load requirements of our customers change
constantly. When our generating capacity is not needed to serve
our customers, we attempt to seek out wholesale sales of energy at
prices in excess of the costs of production. We are likely to face the
prospect of decreasing margins as the energy demands of our retail
customers increase, which may result in crediting to retail
customers an amount that would exceed the margins realized in
the current period.
Environmental Cost Recovery Rider: The ECRR allows for the
timely inclusion in rates, without requiring a full rate review, of the
capital expenditures made'to upgrade our equipment to meet
stricter environmental, standards required by the Clean Air Act.
Prior to collection through rates, the KCC will review any environmental expenditures to be considered for recovery undei the
ECRR. Any increased operating and maintenance costs that result
from updating or adding environmental equipment cannot be
recovered through the ECRR. These costs would be'addressed in
future rate reviews.
Transmission Delivery Charge: The December 28, 2005 KCC
Order allows us to separate our transmission costs from our base
rates charged to retail customers. This allows us to implement a
formula transmission rate that provides for annual adjustments to
reflect changes in our transmission costs, which provides for
adjustment on a more timely basis. These rates were proposed in
an application filed with the Federal Energy Regulatory Commission
(FERQ on May 2, 2005 and became effective on December 1, 2005,
subject to refund upon review and approval by FERC.
Depreciation Rates: The December 28, 2005 KCC Order 7
authorized an annual increase in the recovery of depreciation
expense of approximately $27.6 million. The approved change in
depreciation rates allows for the inclusion of net salvage costs, which
include an estimate for the cost of dismantlement of plant facilities.
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Disallowed Plant Costs: In 1985, the KCC disallowed certain costs
associated with the original construction of Wolf Creek. In 1987,
the KCC authorized KGE to recover these costs in rates over the
original depreciable life of'Wolf Creek, or through 2025, but
disallowed any return on these costs. In its December 28, 2005
order, the KCC extended the recovery period to correspond to Wolf
Creek's new estimated depreciable life. KGE recognized a loss of
$10.4 million in the fourth quarter of 2005 as a result of the decrease
in the present valueof amounts to be received due to the extension

Our aggregate 2005 peak system net load of 4,549 MW occurred on
July 25, 2005. Our net generating capacity, combined with firm
capacity purchases and sales, provided a capacity margin of
approximately 20% above system peak responsibility at the time of
our 2005 peak system net load.

of the recovery period.

. 25
Midwest Energy, Inc .........................
..
130
Midwest Energy, Inc ...................
125
Midwest Energy, Inc ............... ............
162
Empire District Electric Company ...............
60
Oklahoma Municipal Power Authority.............

May2007
May 2008
May 2010
May 2010
December 2013

(a)

May 2027

Other Regulatory Assets: The December 28,2005 KCC Order also
approved for recovery approximately $50.3 million of deferred
maintenance costs associated with restoring utility service to our
customers stemming from damage to our lines and equipment in
the ice storms that occurred in 2002 and 2005 and various other
expenses that are relatively small in relation to the total regulatory
asset balance.
'
OPERATIONS
General
Westar Energy supplies electric energy at retail to approximately
355,000 customers in central and northeast Kansas and KGE
supplies electric energy at retail to approximately 305,000 customers
in south-central and southeastern Kansas. We also supply electric
energy at wholesale to the electric distribution systems of 48 cities
in Kansas and four electric cooperatives that serve rural areas of
Kansas. We have contracts for the sale, purchase or exchange of
wholesale electricity with other utilities. In addition, we engage in
energy marketing and purchase and sell wholesale electricity in
areas outside our retail service territory.
As discussed above, the December 28,2005 KCC Order will allow
us to recover the actual cost of fuel consumed in producing
electricity and the cost of purchased power effective with the
implementation of the new rates in February 2006. This applies
to all fuel types we use and to our purchased power. The KCC
will review our fuel and power purchasing practices on an annual
basis to ensure that these expenses were incurred prudently. If it
were determined that any portion of our fuel and purchased power
expenses were incurred imprudently, these costs could be
disallowed by the KCC.
Generation Capacity
We have 5,851 megawatts (MW) of generating capacity, of which
2,604 MW is owned or leased by KGE. See "Item 2. Properties"for
additional information on our generating units. The capacity by
fuel type is summarized below.
Capacity

Fuel Type

(MW)

.........
Coal
................
Nudear
........... ..................
.........
Natural gas or oil .........
Diesel fuel ..............

W ind ........

......

Total ..............................
8

I ..............

................................

.

Percent of

Utility

McPherson Board of Public Utilities (McPherson) .....

Capacity (MW)

Period Ending

(a)We provide base load capacty to McPhersn, and McPhersonprovides peaking

capacityto us. During2005, we providedapproximately77MWto, andremived
approximately 180 MW from, McPherson. The amount of base load capacity
provided to McPherson is based on a fixed percentage of McPherson's annual
peak system load.

Fossil Fuel Generation
Fuel Mix
The effectiveness of a fuel to produce heat is measured in British
thermal units (Btu). The higher the Btu content of a fuel, the less
fuel it takes to produce electricity. The quantity of heat consumed
during the generation of electricity is measured in millions of Btu

(MMBtu).
Based on MMBtus, our 2005 actual fuel mix was 79% coal, 14%
nuclear and 7% natural gas, oil and diesel fuel. We expect a similar
fuel mix in 2006. Our fuel mix fluctuates with the operation of Wolf
Creek, fluctuations in fuel costs, plant availability, customer demand
and the cost and availability of power in the wholesale market.
Coal
Jeffrey Energy Center The three coal-fired units at Jeffrey Energy
Center have an aggregate capacity of 2,210 MW, of which we own
an 84% share, or 1,857 MW. We have a long-term coal supply
contract with Foundation Coal West to supply coal to Jeffrey
Energy Center from surface mines located in the Powder River
Basin (PRB) in Wyoming. The contract contains a schedule of
minimum annual MMBtu delivery quantities. All of the coal used
at Jeffrey Energy Center is purchased under this contract. The
contract expires December 31, 2020.The contract provides for price
escalation based on certain costs of production. The price for
quantities purchased over the scheduled annual minimum is
subject to renegotiation every five years to provide an adjusted
price for the ensuing five years that reflects then current market
prices. The next re-pricing is scheduled for 2008.

Total Capacity

3,299.0
548.0
1,920.0

56.4
9.4
32.8

83.0

1.4

1.2

-

5,851.2

We have agreed to provide generating capacity to other utilities as
set forth below.

100.0

We transport coal from Wyoming under a long-term rail
transportation contract with the Burlington Northern Santa Fe
(BNSF) and Union Pacific railroads. The contract term continues
through December 31, 2013. The contract price is subject to price
escalation based on certain costs incurred by the rail carriers. We
expect increases in the cost of transporting coal due to higher
prices for the items subject to contractual escalation.
The average delivered cost of coal burned at Jeffrey Energy Center
during 2005 was approximately $1.32 per MMBtu, or $22.01 per ton.
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La Cygne Generating Station: The two coal-fired units at La Cygne
Generating Station (La Cygne) have an aggregate generating
capacity of 1,398 MW, of which we own or lease a 50% share, or
699 MW. La Cygne unit 1 uses a blended fuel mix containing
approximately 85% PRB coal and 15% Kansas/Missouri coal.
La Cygne unit 2 uses PRB coal. The operator of La Cygne, Kansas
City Power & Light Company (KCPL), arranges coal purchases
and transportation services for La Cygne. All of the La Cygne unit 1
and La Cygne unit 2 PRB coal is supplied through fixed price
contracts through 2010 and is transported under KCPUs Omnibus
Rail Transportation Agreement with the BNSF and Kansas City
Southern Railroad through December 31, 2010. As the PRB coal
contracts expire, we anticipate that KCPL will negotiate new supply
contracts or purchase coal on the spot market. The La Cygne unit 1
Kansas/Missouri coal is purchased from time to time from local
Kansas and Missouri producers.
During 2005, the average delivered cost of all coal burned at La Cygne
unit 1 was approximately $1.05 per MMBtu, or $17.91 per ton. The
average delivered cost of coal burned at La Cygne unit 2 was
approximately $0.88 per MMBtu, or $14.76 per ton.
Lawrence and Tecumseh Energy Centers: The coal-fired units
located at the Lawrence and Tecumseh Energy Centers have an
aggregate generating capacity of 743 MW. During 2005, we began
purchasing coal under a contract with Arch Coal, Inc. This contract
extends through 2009. This contract is expected to provide 100% of
the coal requirement for these energy centers through 2007 and
70% of the coal requirements during 2008 and 2009. Approximately 30% of the coal to be delivered under this contract is priced
within a specified range of spot market prices for 2006 and 2007
and approximately 43% of the coal to be delivered under this
contract is priced within a specified range of spot market prices in
2008 and 2009.
We transport coal from lWoming using the BNSF railroad under a
contract that expires in December 2006. We anticipate entering
into a similar contract when the current contract expires. We expect
increases in the cost of transporting coal due to higher prices.
During 2005, the average delivered cost of all coal burned in the
Lawrence units was approximately $1.09 per MMBtu, or $19.22 per
ton. The average delivered cost of all coal burned in the Tecumseh
units was approximately $1.13 per MMBtu, or $20.03 per ton.
Natural Gas
We use natural gas either asa primary fuel or as a start-up and/or
secondary fuel, depending on market prices, at our Gordon Evans,
Murray Gill, Neosho, Abilene and Hutchinson Energy Centers, in
the gas turbine units at Tecumseh Energy-Center and in the
combined cycle units at the State Line facility. We also use natural
gas as a supplemental fuel in the coal-fired units at the Lawrence
and Tecumseh Energy Centers. We purchase natural gas in the spot
market, which supplies our facilities with natural gas to meet our
operational needs. During 2005, we purchased 7.9 million MMBtu
of natural gas on the spot market for a total cost of $67.2 million.
Natural gas accounted for approximately 3% of our total MMBtu of
fuel burned during 2005 and approximately 16% of our total fuel
expense. From time to time, we may purchase derivative contracts
or use other fuel types in an effort to mitigate the effect of high
natural gas prices. For additional information on our exposure to
commodity price risks, see "Item 7A. Quantitative and Qualitative
Disclosures About Market Risk."
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We maintain natural gas transportation arrangements for the
Abilene and Hutchinson Energy Centers with Kansas Gas Service,
a division of ONEOK, Inc. This contract expires April 30,2006. We
are currently renegotiating this contract. We meet a portion of our
natural gas transportation requirements for the Gordon Evans,
Murray Gill, Neosho, Lawrence and Tecumseh Energy Centers
through firm natural gas transportation capacity agreements with
Southern Star Central Pipeline. We meet all of the natural gas
transportation requirements for the State Line facility through a
firm natural gas transportation agreement with Southern Star
Central Pipeline. The firm transportation agreements that serve the
Gordon Evans, Murray Gill, Lawrence and Tecumseh Energy
Centers extend through April 1, 2010. The agreement for the
Neosho and State Line facilities extends through June 1, 2016.
Oil
Once started with natural gas, most of the steam units at our
Gordon Evans, Murray Gill, Neosho and Hutchinson Energy
Centers have the capability to bum oil or natural gas. We use oil as
an alternate fuel when economical or when interruptions to
natural gas supply make it necessary. During 2005 oil was more
economical than natural gas, therefore, we used oil as the primary
fuel in these generating facilities for most of 2005. During 2005, we
burned 11.5 million MMBtu of oil at a total cost of $57.3 million. Oil
accounted for approximately 4% of our total MMBtu of fuel burned
during 2005 and approximately 13% of our total fuel expense.
From time to time, we may purchase derivative contracts or use
other fuel types in an effort to mitigate the effect of high oil prices.
For additional information on our exposure to commodity price
risks, see "Item 7A. Quantitative and Qualitative Disclosures
About Market Risk."
-

Oil is also used as a start-up fuel at some of our generating
stations, as a primary fuel in the Hutchinson No. 4 combustion
turbine and in our diesel generators. We purchase oil in the spot
market and under contract. We .maintain quantities in inventory
that we believe will allow us to facilitate economic dispatch of
power, to satisfy emergency requirements and to protect against
reduced availability of natural gas for limited periods.
Because oil does not bur as cleanly as natural gas, our ability to use
as much oil in the future could be constrained by environmental
regulations. See"- Environmental Matters" below for additional
information.
Other Fuel Matters
The table below provides the weighted average cost of fuel that we
have used, including transportation costs.
2005

Per MMBtu:
Nuclear ........
Coal .
1
.....
..
Natural gas .
t
Oil
Per MWh Generation:
Nuclear ...........................
Coal ..............................
Natural gas/oil ......................
All generating stations ..............

2004

2003

$ 0.39

$ 0.39

8.53
4.97

1.11
6.62
3.77

1.07
4.83
3.24

$ 4.34
13.20
68.19
15.36

$ 4.05
12.27
52.98
12.64

$ 4.08
11.90
40.04
12.08

$ 0.42
"1.20
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Purchased Power
At times, we purchase power to meet -the energy needs of -our
customers. Factors that cause us to purchasiepower to serve our
customers include outages at our generating plants, prices for
wholesale energy, extreme weather conditions and other factors. If
we were unable to generate an adequate supply of electricity. to
serve our customers, we would typically purchase power'in the
wholesale market. Transmission constraints may keep us from
purchasing power in which case we would have to -implement
curtailment or interruption procedures as permitted by our tariffs
and terms and conditions of service. Purchased power for the year
ended December 31, 2005 comprised approximately 8% of our
total operating expenses. The weighted average cost of purchased
power was $59.05 per MWh in 2005, $54.10 per MWh in 2004 and
$52.33 per MWh in 2003.
Energy Marketing Act!vities
.
We engage in both financial and physical trading to increase
profits, manage our commodity price risk and enhance system
reliability. We trade -electricity, coal, natural gas and oil. We use a
variety of financial instruments, including forward contracts,
options and swaps, and we trade energy commodity contracts.
Nuclear Generation
General
,
Wolf Creek is a 1,166 MW nuclear power plant located near
Burlington, Kansas. Wolf Creek, began operation in 1985. KGE
owns a 47% interest in Wolf Creek, or 548 MW, which represents
9% of our total generating capacity. KCPL owns a 47% interest in
Wolf Creek and a 6% interest is owned by Kansas Electric Power
Cooperative, Inc. (KEPCo). The co-owners pay operating costs
equal to their percentage ownership in Wolf Creek.
Fuel Supply
We have 100% of the uranium and conversion services needed to
operate Wolf Creek through September 2009 under contract. We
also have 100% of the enrichment services required to operate Wolf
Creek through March 2008 under contract. Letters of intent have
been issued with suppliers for a majority of Wolf Creek's uranium,
conversion and enrichment requirements extending through 2017.
Fabrication requirements are under contract through 2024.
All uranium, uranium conversion and uranium enrichment arrangements, as well as the fabrication agreement, have been entered into
in the ordinary course of business, and we believe Wolf Creek is not
substantially dependent on these agreements. However, contraction
and consolidation among suppliers of these commodities and
services, coupled with increasing worldwide demand and past
inventory draw-downs, have introduced uncertainty as to the
ability to replace, if necessary, some of these contracts in the event
of a protracted supply disruption. We believe this potential problem
is common in the nuclear industry. Accordingly, in the event the
affected contracts were required to be replaced, we believe that the
industry and government would arrive at a solution to reduce
disruption of the nuclear industry's operations.

Radioactive Waste Disposal
Under the Nuclear Waste Poicy Act of 1982, the Department of
Energy (DOE) is responsible for the permanent disposal of spent
nuclear fuel. Wolf Creek pays into a federal Nuclear Waste Fund
administered by the DOE a quarterly fee for thefuture disposal of
spent nuclear fuel.'Our share of the fee was $3.8 mion in 2005,
$4.3 million in 2004 and $3.8 million in 2003 andcis calculated as
one-tenth of a cent for each kilowatt-hour of net nuclear generation
produced. We include these costs in operating expenses.
In 2002, theYucca Mountain site in Nevada was approved for the
development of a nuclear waste repository for the,disposal of spent
nuclear fuel and high level nuclear waste from the nation's defense
activities. This action allows the DOE'to 4pply to the Nuclear
Regulatory Commission (NRC) to license the project. Currently,
the DOE has not defined a schedule. for submitting a license
application. The opening of the Yucca Mountain site has been
delayed many times and could be delayed further due to litigation
and other issues related'to the site as a permanent repositoiy for
spent nuclear fuel. Wolf Creek has on-site temporary storage for
spent nuclear fuel expected to be generated by Wolf Creek through
the expiration of its operating license in 2025.
Wolf Creek disposes of all classes of its low-level radioactive waste
at existing third-party repositories. Should disposal, cdpability
become unavailable, Wolf Creek is able to store its low-level
radioactive waste in an on-site facility. We believe that a temporary
loss of low-level radioactive waste disposal capability would not
affect Wolf Creek's continued operation.
The Low-Level Radioactive Waste PolicyAmendments Act of 1985
mandated that the various states, individually or through interstate
compacts, develop alternative low-level radioactive waste disposal
facilities. The states of Kansas, Nebraska, Arkansas, Louisiana and
Oklahoma formed the Central Interstate Low-Level Radioactive
Waste Compact (Central States Compact), and the Central States
Compact Commission, which is responsible for causing a new
disposal facility to be developed within one of the member states.
The Central States Compact Commission selected Nebraska as the
host state for the disposal facility.
In December 1998, the Nebraska agencies responsible for considering the developer's license' application denied the application:
Most of the utilities that had provided the project's pre-construction
financing and the Central States Compact Commission filed a
lawsuit in federal court contending Nebraska officiialsacted in bad
faith while handling the license application. In September 2002,
the court entered a judgment of $151.4 million, about one-,third'f
which constitutes prejudgment interest,in favor of the Central States
Compact Commission and against Nebraska, finding that Nebraska
had acted in bad faith in handling the license application. Following unsuccessful appeals of the decision by Nebraska,' in August
2004 Nebraska and the Cent6al States Compact Commission settled
the case. In August 2005, we'received $9.2 million in proceeds from
the Central States Compact as a result of the settlement.
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Outages
Wolf Creek operates on an 18-month refueling and maintenance
outage schedule. Wolf Creek was shut down for 41 days in 2005 for
its fourteenth scheduled refueling and maintenance outage. During
outages at the plant, we meet our electric dhmand primarily with
our fossil-fueled generating units and by purchasing- power,
depending on availability and cost. As provided by the KCC, we
amortize the incremental maintenance costs incurred for planned
refueling outages evenly over the unit's 18 month operating cycle.
Wolf Creek is scheduled to be taken off-line in the fall of 2006 for
its fifteenth refueling and maintenance outage.
An extended or unscheduled shutdown of Wolf Creek could cause
us to purchase replacement power, rely more heavily on our other
generating units and reduce amounts of power available for us to
sell at wholesale.

The NRC evaluates, monitors and rates various inspection findings
and performance indicators for Wolf Creek based on their safety
significance. Wolf Creek currently meets all NRC, oversight
objectives and receives the minimum regimen of NRC inspections.
Although not expected, the NRC could impose an unscheduled
plant shutdown due to security or other concerns.
'Nuclear Decommissioning
Nuclear decommissioning is a nuclear industry term for the
permanent shutdown of a nudear power plant and the removal of
radioactive components in accordance with NRC requirements;
The NRC will terminate a plant's license and release the property
for unrestricted use when a company has reduced the residual
radioactivity of a nuclear plant to a level mandated by the NRC.
The NRC requires companies with nuclear plants to prepare
formal financial plans to fund nuclear decommissioning. These
plans are designed so that funds required fornuclear decommissioning will be accumulated prior to the expiration of the license of
the related nuclear power plant. Wolf Creek files' a nuclear
decommissioning and dismantlement study with the KCC every
three years.
The KCC reviews nuclear decommissioning plans in two phases.
Phase one is the approval of the nuclear decommissioning study,

the current-year funding and future funding. Phase two is the filing
of a "funding schedule" by the owner of the nuclear facility
detailing how it plans to fund the future-year dollar amount of its
pro rata share of the plant.

Wolf Creek filed an updated nuclear decommissioning site study
with the KCC. Based on the 2005 site study of decom ,ssioning
costs, including the costs of deconitamination, dismantling and site
restoration, our share'of such costs are estimated to be $243.3 million.
This amount compares'to the 2002ý sitestudy estimate for decommissioning costs of $220.0 million The site study cost estimate
represents the estimate to decommission Wolf Creek as of the site
study year. The actual nuclear decommissioning costs may vary
from the estimates because of changes in techntolgy'and changes
in costs for labor, materials and equipment.
Electric rates charged to customers provide for recovery of these
nuclear decommissioning costs over the life of Wolf Creek, whicli;
as determined by the KCC for purposes of the funding schedule,
will be through 2045. The NRC requires that funds to meet its
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nuclear decommissioning funding assurance requirement be in
our nuclear decommissioning fund by the time our license expires
in 2025. We believe that the KCC approved funding level will be
sufficient to meet Jhe NRC minimum financial assurance
requirement. However, our consolidated results of operations
would be materially adversely affected if we are not allowed to
recover the full amount ofthe funding requirement.
Nuclear decornimissionmng costs that are recovered in rates are
deposited in an ,external trust fund. In 2005, we expensed approximately $3.9 million for nuclear decommissioning. We record our
investment in the nuclear decommissioning fund at fair value. The
fair value approximated $100.8 million at December 31, 2005 and
$91.i million at December 31, 2004.
Competition and Deregulation
Electric utilities have historically operated in a rate-regulated
environment. FERC, the federal regulatory agency that has jurisdictionr over our wholesale rates and trnsmissioni services, and other
utilities have initiated step's e''ected to result' in a more competitive
environmenit for utility services in the wholesale market.
The 1992 Energy Policy Act began deregulating the electricity
market: for generation. The Energy Policy Act permitted FERC to
order electric utilities to allow third parties to use their transmission
systems to transport electric power to wholesale customers. In
1992, we agreed to permit third parties access to our transmission
system for wholesale transactions. FERC also requires us to provide
transmission services to others under terms c6rhoprable to those
we provide ourseIves.'In December 1999, FERC issued an order
encouraging the forrmation of regional transmission organizations
(RTO). RTOs are designed to c6ntr6l the wholesale transmission
services of the utilities' in their rigions, thereby facilitating open
and more competitive' markets in bulk power.
Regional Transmission Organization
We are a member of the Southwest Power Pool (SPP). On October 1,
2004, FERC granted RTO status to the SPP Asia result, if approved
by the KCC, we exp ct 'to transfer functional control of our
transmission system to the SPP RTO under itsf membership
agreement and applicable tariff. The SPP RTO will coordinate the
operationof our transismssio'nsystem 'within an interconnected
transmission system across eight states. The SPP will collect
revenues attributable tob the use of each member's'transmission
system. Menbers'and transmission customers will be able to
transmit power purchased and generated 'forI'sale or bought for
resale In the wholesale market thrughout the entire SPP 6ystemi.
We believe each transmission owner generally retains the ýtransmission capacity needed to serve its retail customers., Any
additional transmission capacity will be sold on a first €come/first
served non-discriminatory basis. All transmission customerswill
be charged' uniform' raies fr use of the transmission' system,
diudng entities that may sell power inside our certificated service
territory. We do not expect that our' partcipation in the SPP will
have a material effect on our'operations; however, we expect costs
to increase'due to the'establishment of the RTO and associatea
markets. At this time, we are unable to quantify these costs because
market implementation issues remain unresolved. We expect that
we will recover these costs in'rates we charge to our customers.
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Real-Time Energy Imbalance Market
FERC requires RTOs to establish a real-time energy imbalance
market. An energy imbalance exists when a transmission market
participant's production and consumption of energy in real time
does not net to zero. The intent of a real-time market system is to
permit efficient balancing of production and consumption of
energy and to manage congestion in real time. The SPP plans to
implement a real-time energy imbalance market system on May 1,
2006. At this time, we are not able to identify the full impact on our
results of operations.
Regulation and Rates
As a Kansas electric utility, we are subject to the jurisdiction of the
KCC, which has general regulatory authority over our rates,
extensions and abandonments of service and facilities, the dassffication of accounts, the issuance of some securities and various other
matters. We are also subject to the jurisdiction of FERC, which has
authority over wholesale sales Of electricity, the transmission of
electric power and the issuance of some securities. We are subject to
the jurisdiction of the NRC for nuclear plant operations and safety.
Retail Rate Review
As discussed above in"
Significant Business Developments
During 2005 -- Retail Rate Review," our rates and cost of service
were changed by the December 28,2005 KCC Order..
FERC Proceedings
Request for Change in Transmission Rates: On May 2, 2005, we
filed applications with FERC that propose a formula transmission
rate that provides for annual adjustments to reflect changes in our
transmission costs. This is consistent with our proposals filed with
the KCC on May 2, 2005 to separately charge retail customers for
transmission service. These rates became effective on December 1,
2005, subject to refund. We can provide no assurance that FERC
will ultimately approve our applications as fied.
Market-based Rates: On March 23, 2005, FERC instituted a
proceeding concerning the reasonableness of our market-based
rates in our electric control area and the electrical control areas of
Midwest Energy, Inc. and Aquila, Inc.'s West Plains Energy
division. We have provided FERC with information it requested for
its analysis. A FERC decision, anticipated in 2006, could affect how
we price future wholesale power sales to wholesale customers in
our control area and to Midwest Energy and West Plains Energy
and wholesale customers in their control areas. We do not expect
the outcome of this matter to significantly impact our consolidated

results of operations.
Environmental Matters
General
We are subject to various federal, state and local environmental
laws and regulations.These laws and regulations primarily relate to
discharges into the air and air quality, discharges of effluents into
water and the use of water, and the handling and disposal of
hazardous substances and wastes. These laws and regulations
require a lengthy and complex process for obtaining licenses,
permits and approvals from governmental agencies for our new,
2 existing or modified facilities. If we fail to comply with such laws
12 and regulations, we could be'tified or otherwise sanctioned by

regulators. We have incurred and will continue to incur capital and
other expenditures to comply with environmental laws and
regulations. As discussed above, the December 28, 2005 KCC
Order established the ECRR, which will allow for the timely
inclusion in rates capital expenditures that are directly tied to
environmental improvements required by the Clean Air Act.
Environmental laws and regulations affecting power plants are
overlapping, complex, subject to changes in interpretation and
implementation and have tended to become more stringent over
time. Although we believe that we can recover in rates the costs
relating to compliance with such laws and regulations, there can be
no assurance that we will be able to recover all such increased costs
from our customers or that our business, consolidated financial
condition or results of operations will not be materially and
adversely affected as a result of costs to comply with such existing
and future laws and regulations.
Air Emissions
The Clean Air Act, state laws and implementing regulations
impose, among other things, limitations on major pollutants,
including S02, particulate matter and nitrogen oxides (NOx).
Certain Kansas Department of Health and Environment (KDHE)
regulations applicable to our generating facilities prohibit the
emission of S02 in excess of certain levels. In order to meet these
standards, we use low-sulfur coal, fuel oil and natural gas and have
equipped our generating facilities with pollution control equipment.
In addition, we ýmust comply with the provisions of the Clean Air
Act Amendments of 1990 that require a two-phase reduction in
some emissions. We have installed continuous monitoring and
reporting equipment in order to meet the acid rain requirements.
We have not had to make any material capital expenditures to meet
Phase II S02 and NOx requirements.
Title V of the Clean Air Act created an S02 allowance and trading
program as part of the federal acid rain program. Under the
allowance and trading program, the Environmental Protection
Agency (EPA) allocated annual S02 emissions allowances for each
affected emitting unit. An S02 allowance is a limited authorization
to emit one ton of S02 during a calendar year. At the end of each
year, each emitting unit must have enough allowances to cover its
emissions for that year. Allowances are tradable so that operators
of affected units that are anticipated to emit S02 in excess of their
allowances may purchase allowances from operators of affected
units that are anticipated to emit S02 in an amount less than their
allowances. In 2005, we had enough emissions allowances to meet
planned generation and we expect to have enough in 2006. The
cost of emission allowances consumed is eligible to be recovered
through the RECA. In future years, we expect to purchase S02
allowances in order to meet the acid rain requirements of the Clean
Air Act. We cannot estimate the cost at this time, but anticipate
these costs may be material. The pricing of emissions allowances is
unpredictable and may change over time.
On March 15, 2005, the EPA issued the Clean Air Mercury Rule to
permanently cap and reduce mercury emissions from coal-fired
power plants. The Clean Air Mercury Rule requires reductions of
mercury in two phases starting in 2010. To comply with this rule,
additional controls at our coal-fired units will be required as well as
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the installation of additional emission monitoring equipment.
Several different environmental groups and states are challenging
this rule in court, which could potentially delay the implementation
of this rule. To date, no part of the Clean Air Mercury Rule has been
stayed by any court although court cases remain open. Assuming
this rule is not stayed, the first significant compliance date for us
will be the installation, certification and operation of mercury
continuous emissions monitoring systems on each coal-fired unit
by January 1, 2009. Based on currently available information, we
cannot estimate our costs to comply with the Clean Air Mercury
Rule, but these costs could be material.
On March 10, 2005, in a separate but related action, the EPA issued
the Clean Air Interstate Rule (CAIR) that addresses the impact of
interstate transport of air pollutants on downwind states. CAIR
requires reductions of S02 and NOx in certain states in two separate
phases, the first in 2010 and the second in 2015. Several states,
including Kansas, are not included in the CAIR region, which reduces
the impact this rule has on us.
We may be required to further reduce emissions of S02, NOx,
particulate matter, mercury and carbon dioxide (CO2) as a result of

various other current or pending laws, inludingUin particular:
" the EPA's national ambient air quality standards for particulate
matter and ozone,
" the EPA's regional haze rules, designed tolreduce S02, NOx and
particulate matter emissions, and
" additional legislation introduced in the past few years in
Congress, such as the various "multi-pollutant" bills sponsored
by members of Congress requiring reductions of CO2, NOx, S02
and mercury, and the "Clear Skies" legislation proposed by the
President, which would cap emissions of NOx, S02 and mercury.
Based on currently available information, we cannot estimate our
costs to comply with these proposed laws, but such costs could
be material.
Environmental Projects
KCPL began updating or installing additional equipment related to
emissions controls at La Cygne unit I for which we incurred costs
beginning in 2005. We will continue to incur costs through the
completion of installation in 2009. We anticipate that our share of
these costs will be approximately $105.0 million. Additionally, we
have identified the potential for up to $515.0 million of expenditures
at other power plants for other environmental projects during the
next 8 years. This cost could increase depending on the resolution
of the EPA New Source Review described below. In addition to the
capital investment, were we to install such equipment, we anticipate
that we would incur significant annual expense to operate and
maintain the equipment and the operation of the equipment would
reduce net production from our plants. As discussed above, the
ECRR will allow for the timely inclusion in rates capital expenditures
that are directly tied to environmental improvements required by the
Clean Air Act. However, increased operating and maintenance costs
can only be recovered through a change in our base rates following a
rate review.
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EPA New Source Review
Under Section 114(a) of the Clean Air Act (Section 114), the EPA is

conducting investigations nationwide to determine whether
modifications at coal-fired power plants are subject to New Source
Review requirements or New Source Performance Standards.
These investigations focus on whether projects at coal-fired plants
were routine maintenance or whether the projects were substantial
modifications that could have reasonably been expected to result
in a significant net increase in emissions. The Clean Air Act requires
companies to obtain permits and, if necessary, install control
equipment to remove emissions when making a major modification
or a change in operation if either is expected to cause a significant
net increase in emissions.
The EPA requested information from us under Section 114 regarding
projects and maintenance activities that have been conducted
since 1980 at the three coal-fired plants we operate. On January 22,
2004, the EPA notified us that certain projects completed at Jeffrey
Energy Center violated pre-construction permitting requirements
of the Clean Air Act.
We are in discussions with the EPA concerning this matter in an
attempt to reach a settlement. We expect that any settlement with
the EPA could require us to update or install emissions controls at
Jeffrey Energy Center over an agreed upon number of years.
Additionally, we might be required to update or install emissions
controls at our other coal-fired plants, pay fines or penalties, or
take other remedial action. Together, these costs could be material.
The EPA has informed us that it has referred this matter to the
Department of Justice (DOJ) for the DOJ to consider whether to
pursue an enforcement action in federal district court. We believe
that costs related to updating or installing emissions controls
would qualify for recovery through the ECRR. Ifwe were to reach a
settlement with the EPA, we may be assessed a penalty. The
penalty could be material and may not be recovered in rates.
Manufactured Gas Sites
We have been associated with a number of former manufactured
gas sites located in Kansas and Missouri. We and the KDHE
entered into a consent agreement in 1994 governing all future work

at the Kansas sites. Under the terms of the consent agreement, we
agreed to investigate and, if necessary, remediate these sites.
Pursuant to an environmental indemnity agreement with ONEOK,
the current owner Of some of the sites, our liability for twelve of the
sites islimited. Of those twelve sites, ONEOK assumed total liability
for remediation of seven sites and we share liability for remediation
with ONEOK for five sites. Our total liability for the five shared sites
is capped at $3.8 million and terminates in 2012. We have sole
responsibility for remediation with respect to three sites.
Our liability for our former manufactured gas sites in Missouri is
limited by an environmental indemnity agreement with Southern
Union Company, which bought all of the Missouri manufactured
gas sites. According to the -termsof the agreement, our liability for
these sites is capped at $7.5 million and terminates in 2009.
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SEASONALITY

ACCESS TO COMPANY INFORMATION

As astumnerpeakingtuffLity, our sales are seasonal. Te third quarter
accounts for our highest sales volumes. The volume of sales
typically
is

OurAnnual Reports on Form 10-K, Quarterly Reports on Form 10-Q
and Current Reports on Form 8-K are available free of charge either
through our Internet website at www.wr.com or by responding to
requests addressed to our investor relations department. These
reports are available as soon as reasonably practicable after such
mnaterial is electronically filed with, or fiumished to, the Securities
and Exchange Comnmission (SEC). The information contained on
our Internet website is not part of this document.

affected

weather conditions, the economy of our service

territory arid the perforcmane of our customers.

EMPLOYEES
As of February 28, 2006; we had 2,191 employees. Our current
eontract with' Local 304 aind Local 1523 'of the Intemational
Brotherho6d of Electrical Workers extends through June 30,12008.
The contract covered 1,281 employees as of February 28, 2006.,

EXECUTIVE OFFICERS OF THE COMPANY
Name

Age

JarmesS.Haines;Jr:; 59
-

'

-

Prmsent Office

Other Offices or Positions Held During the Past Five Years

Director, Chief Executive Officer and
President (since December 2002)

The University of Texas at El Paso
Adjunct Professor and Skov Professor of Business Ethics
(January2002 to Present)
El Paso Electric Company,
Director andVice Chairman
(December 2001 to November 2002)

Director, President and Chief Executive Officer
(May 1996 to November 2001)
W'lliam B.Moore

53

ExecutiveVice President and

ChiefOperating Officer

Saber Partners, LLC

Senior Managing Director and Senior Advisor

(since December 2002)

(October 2000 to December 2002)

ExecutiveVice President and
Chief Financial Officer
(since January 2003)

Sierra Pacific Resources, Inc.
President, Nevada Power Company
(June 2001 to May 2002)
Senior Vice President, Chief Financial Officer
(March 1997 to May2001)

Douglas R. Sterbenz 42

Senior Vice President, Generation'
and Marketing (since October 2001)

Westar Energy, Inc.
Senior Director, Bulk Power Marketing
(January 1999 to October 2001),,

Bruce NAidrn

41

Vice President, Administrative Services
(since December 2001)

Westar Energy, Inc.
Executive Director, Business Services
(October 2001 to December 2001)
Executive Director, Human Resources
(July 1999 to October 2001)

KellyB. Harrison

47

Vice President, Regulatory
(since December 2001)

Westar Energy, Inc.
Executive Director, Regulatory
(October 2001 to December 2001)
Senior Director, Restructuring and Rates
(October.1999 to October 2001)

Larry D. Irick

49

Vice President, General Counsel and
Corporate Secretary (since February 2003)

Westar Energy, Inc.
Vice President and Corporate Secretary
(December 2001 to February 2003)
Corporate Secretary
.(May2000 to December 2001)

Peggy S. Loyd

'48

Vice President, Corporate Compliance
and Intemal Audit (since March 2003)

Westar Energy, Inc.
Vice President, Financial Services
(May2000 to March 2003)

Mark A. Ruelle

44

James J. Ludwig

47

Vice President, Public Affairs
(since January 2003)

Westar Energy, Inc.
Senior Director, Regulatory Affairs
(July 1995 to October 2001)

Lee Wages

57

Vice President, Controller
(since December 2001)

Westar Energy, Inc.
Controller (July 1999 to December 2001)
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ITEM 1A. RISK FACTORS
Like other companies in our industry, our consolidated financial

results will be impacted by weather, the economy of our service
territory and the performance of our customers. Our common
stock price and creditworthiness will be affected by national and
international macroeconomic trends, general market conditions
and the expectations of the investment community, all of which are
largely beyond our control. In addition, the following statements
highlight risk factors that may affect our consolidated financial
condition and results of operations. These are not intended to be
an exhaustive discussion of all such risks, and the statements
below must be read together with factors discussed elsewhere in
this document and in our other filings with the SEC.
Our Revenues Depend Upon Rates Determined by the KCC
The KCC regulates many aspects of our business and operations,
including the retail rates that we charge customers for electric
service. Retail rates are set by the KCC using a cost-of-service
approach that takes into account historical operating expenses,
fixed obligations and recovery of capital investments. Using this
approach, the KCC sets rates at a level calculated to recover such
costs and a permitted return on investment. Other parties to a rate
review or the KCC staff may contend that our rates are excessive.
Effective January 2006, the KCC authorized changes in our rates
that left our rates virtually unchanged and approved various other
changes in our rate structure. The KCC also approved the RECA,
which is based on the actual cost of fuel and purchased power
expense less margins earned on wholesale sales, and the ECRR,
which isbased on capital expenditures made to upgrade our equipment to meet stricter environmental standards required by the
Clean Air Act.
Our Costs May Not be Fully Recovered in Retail Rates
Once established by the KCC, our rates generally remain fixed
until changed in a subsequent rate review, except to the extent the
KCC permits us to modify our tariffs using interim adjustment
clauses, such as the RECA and the ECRR. We may elect to file a rate
review to request a change in our rates or intervening parties may
request that the KCC review our rates for possible adjustment,
subject to any limitations that may have been ordered by the KCC.

Equipment Failures and Other External Factors Can
Adversely Affect Our Results
The generation and transmission of electricity requires the use of
expensive and complicated equipment. While we have a maintenance program in place, generating plants are subject tO unplanned
outages because of equipment failure. In these events, we must
either produce replacement power from our less efficient units or
purchase power from others at unpredictable and potentially higher
cost in order to supply our customers and perform our contractual
agreements. In addition, this can prevent us from having power to
sell in the wholesale market. Coal deliveries from the PRB region of
Wyoming, which is the primary source for our coal, have been
slower than expected due primarily to problems with the rail tracks
used to deliver our coal and operational problems at the mines
where the coal is obtained. If rail delivery cycle times do not improve,
we may be required to continue our coal conservation efforts and
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take other compensating measures. These measures include, but
are not limited to, reducing coal consumption by revising normal
dispatch of generation units, purchasing power or using more
expensive power to serve customers and decreasing or, if necessary,
eliminating market-based wholesale sales. In addition, decisions
or mistakes by other utilities may adversely affect our ability to use
transmission lines to deliver or import power, thus subjecting us to
unexpected expenses or to the cost and uncertainty of public policy
initiatives. These factors, as well as weather, interest rates, economic
conditions, fuel availability, deliverability and prices, price volatility
of fuel and other commodities and transportation availability and
costs are largely beyond our control. Costs that are not recovered
through the RECA could have a material adverse effect on our
consolidated earnings, cash flows and financial position. We engage
in energy marketing transactions to reduce risk from market
fluctuations, enhance system reliability and increase profits. The
events mentioned above could reduce our ability to participate in
energy marketing opportunities, which could reduce our profits.
We May Have Material Financial Exposure Under the
Clean Air Act and Other Environmental Regulations
On January 22, 2004, the EPA notified us that certain projects
completed at Jeffrey Energy Center violated pre-construction
permitting requirements under the Clean Air Act. This notification
was delivered as part of an investigation by the EPA regarding
maintenance activities that have been conducted since 1980 at
Jeffrey Energy Center.The EPA has informed us that it has referred
this matter to the DOJ for it to consider whether to pursue an
enforcement action in federal district court. The remedy for a
violation could include fines and penalties and an order to install
new emission control systems at Jeffrey- Energy Center and at
certain of our other coal-fired power plants, the associated cost of
which could be material.
Our activities are subject to environmental regulation by federal,
state, and local governmental authorities. These regulations
generally involve the use of water, discharges of effluents into the
water, emissions into the air, the handling, storage and use of
hazardous substances, and waste handling, remediation and
disposal, among others. Congress or the State of Kansas may enact
legislation and the EPA or the State of Kansas may propose new
regulations or change existing regulations that could require us to
reduce certain emissions at our plants. Such action could require us
to install costly equipment, increase our operating expense and
reduce production from our plants.
The degree to which we will need to reduce emissions and the
timing of when such emissions control equipment may be required
is uncertain. Both the timing and the nature of required investments
depend on specific outcomes that result from interpretation of
regulations, new regulations, legislation, and the resolution of the
EPA investigation described above. Although we expect to recover
capital expenditures directly tied to environmental improvement
through our rates, we can provide no assurance that we would be
able to fully and timely recover all or any increased operating and
maintenance costs relating to environmental compliance. Failure
to recover these associated costs could have a material adverse effect
on our consolidated financial condition or results of operations.
15
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Competitive Pressures from Electric Industry .
Deregulation Could Adversely Affect Our Revenues
and Reported Earnings
We currently apply the accounting principles of SFAS No. 71,
"Accounting for the Effects of Certain Types of Regulation," to
our regulated business. At December 31, 2005, we had recorded
$275.0 million of regulatory assets, net of regulatory liabilities. At
December 31, 2004, we had recorded $334.6 million of regulatory
assets, net of regulatory liabilities. In the event that we determined
that we could no longer apply the principles of SFAS No. 71, either
as a result of the establishment of retail competition in our service
territory or an expectation that permitted rates would not allow us

to recover these costs, we would be required to record a charge
against income in the amount of the remaining unamortized net
regulatory assets.
We Face Financial Risks From Our Nuclear Facility

ITEM 2. PROPERTIES

Name/Location
Abilene Energy Center:
Abilene, Kansas
Combustion Turbine
Gordon Evans Energy Center:
Colwich, Kansas
Steam Turbines
Combustion Turbines
Diesel Generator
Hutchinson Energy Center:
Hutchinson, Kansas
Steam Turbines

Risks of substantial liability arse from the ownership and operation
of nuclear facilities, includin& among others, structural problems
at a nuclear facility, the storage, handling and disposal of radioactive
materials, limtitations on the amounts and types of insurance
coverage commercially available, uncertainties with respect to the
cost and technological aspects of nuclear decommissioning at the
end oftheir useful lives and costs or measures associated with public
safety. In the event of an extended or unscheduled outage'at Wolf
Creek, we would be required to generate power from less efficient

Combustion Turbines

Diesel Generator
Jeffrey Energy Center (84%):
St. Marys, Kansas
Steam Turbines

units, purchase power in the open market to replace the power
normally produced at Wolf Creek and we would have less power
available for sale by us in the wholesale markets. If we were not
permitted by the KCC to recover these costs, such events could have
an adverse impact on our consolidated financial condition.
ITEM IB. UNRESOLVED STAFF COMMENTS
None.

Wind Turbines
La Cygne Station (50%):
LaCygne, Kansas
Steam Turbines
Lawrence Energy Center:
Lawrence, Kansas
Steam Turbines

Murray Gill Energy Center:
Wichita, Kansas
Steam Turbines

Unit Year
No. Installed

Unit Capacity (MW).By Owner
Westar
Total
Energy
KGE Company

Principal
Fuel

1

1973

Gas

72.0

1
2
1
2
3
1

1961
1967
2000
2000
2001
1969

Gas-Oil
Gas- Oil
Gas
Gas
Gas
Diesel

-

1
2
3
4
1
2
3
4
1

1950
1950
1951
1965
1974
1974
1974
1975
:1983

Gas- Oil
17.0
Gas - Oil
16.0
Gas -Oil
28.0
Gas-Oil
173.0
Gas
54.0
Gas
55.0
Gas
56.0
Diesel -77.0
Diesel
3.0

1(a)
2(a)
3(a)
1(a)
2(a)

1978
1980
1983
1999
1999

Coal
Coal
Coal
-

1(a) 1973
2 () 1977

Coal
Coal

3
4
5

1954
1960
1971

Coal
Coal
Coal

54.0
113.0
372.0

1
2
3
4

1952
1954
1956
1959

Gas
Gas-Oil
Gas-Oil
Gas - Oil

-

3

1954

-

74.0
74.0
151.0
-

471.0
470.0
474.0
0.5
0.5

-

-

149.0
383.0
-

3.0

-

-

72.0

149.0
383.0
74.0
74.0
151.0
3.0

17.0
16.0
28.0
173.0
54.0
55.0
56.0
77.0
3.0

147.0
147.0
148.0
0.1
0.1

618.0
617.0
622.0
0.6
0.6

362.0
337.0

362.0
337.0

-

54.0
113.0
372.0

-

40.0
71.0
104.0
102.0

40.0
71.0
104.0
102.0

Gas - Oil

-

63.0

63.0

Gas
Gas
Gas

65.0
64.0
71.0

-

65.0
64.0
71.0

1957
1962
1972
1972

Coal
Coal
Gas
Gas

75.0
129.0
18.0
20.0

-

75.0
129.0
18.0
20.0

1985

Uranium

-

Neosho Energy Center.
Parsons, Kansas

Steam Turbine
State Line (40%):
Joplin, Missouri
Combined Cycle

Tecumseh Energy Center:
Tecumseh, Kansas
Steam Turbines

.

2-1 (a) 2001
2-2(a) 2001
2-3(a) 2001

7
8
Combustion Turbines
1
2
Wolf Creek Generating Station (47%):
Burlington, Kansas
Nuclear
1(a)
Total
16

-

.3,247.0

548.0

548.0

2,604.2

5,851.2

(-)We jointly own Jeffrey Energy Center (84%), La Cygne unit I generating unit

(50%), Wolf Creek Generating Station (47%) and State Line (40%). Unit
capacity amounts reflect our ownership only.
W)
In 1987,KGE enteredinto a sale-leasebacktransactioninvolvingits 50% interest
in the La Cygne unit 2 generatingunit.
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We own approximately 6,100 miles of transmission lines, approximately 23,600 miles of overhead distribution lines and approximately
3,500 miles of underground distribution lines.
Substantially all of our utility properties are encumbered by first
priority mortgages pursuant to which bonds have been issued and
are outstanding.
ITEM 3. LEGAL PROCEEDINGS
On September 21, 2004, a grand jury in Travis County, Texas,
indicted us on charges that a $25,000 contribution by us in May
2002 to a Texas political action committee violated Texas election
laws. We believe the indictment is without merit and we intend to
vigorously defend against the charges. If convicted, the court could
impose a fine of up to $20,000 or, in certain circumstances, in an
amount not to exceed twice the amount caused to be lost by the
commission of the felony. As a result of the indictment, the federal
government could suspend our status as a government contractor.
Upon a conviction, the federal government could bar us from acting
as a government contractor. We are taking action to ensure that
neither of these events occur, but we do not know whether we will
be successful. We are unable to predict the ultimate impact either
suspension or loss of our status as a government contractor would
have on our consolidated financial position, results of operations
and cash flows.
Information on other legal proceedings is set forth in Notes 3, 14,
16, 17 and 18 of the Notes to Consolidated Financial Statements,
"Rate Matters and Regulation," "Commitments and Contingencies
EPA New Source Review," "Legal Proceedings,""Ongoing
Investigations" and "Potential Liabilities to David C. Wittig and
Douglas T. Lake," respectively, which are incorporated herein by
reference.
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF
SECURITY HOLDERS
No matter was submitted to a vote of our security holders through
the solicitation of proxies or otherwise during the fourth quarter
of 2005.
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PART II
ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY
AND RELATED STOCKHOLDER MATTERS
STOCK TRADING
Our common stock is listed on the NewYork Stock Exchange and
traded under the ticker symbol WR. As of February 28, 2006, there
were 27,604 common shareholders of record. For information
regarding quarterly common stock price ranges for 2005 and 2004,
see Note 24 of the Notes to Consolidated Financial Statements,
"Quarterly Results (Unaudited)."
DIVIDENDS
Holders of our common stock are entitled to dividends when and
as declared by our board of directors. However, prior to the payment
of common dividends, we must first pay dividends to the holders of
preferred stock based on the fixed dividend rate for each series.
Quarterly dividends on common stock and preferred stock have
historically been paid on or about the first business day of January,
April, July and October to shareholders of record as of or about the
ninth day of the preceding month. Our board of directors reviews
our common stock dividend policy from time to time. Among the
factors the board of directors considers in determining our dividend
policy are earnings, cash flows, capitalization ratios, regulation,
competition and financial loan covenants. On February 22, 2006,
our board of directors declared a quarterly dividend of $0.25 per
share on our common stock payable to shareholders on April 3,
2006. The indicated annual dividend rate is $1.00 per share. We
expect to maintain the dividend at this level during 2006.
Our articles of incorporation restrict the payment of dividends or
the making of other distributions on our common stock while any
preferred shares remain outstanding unless we meet certain capitalization ratios and other conditions. We provide further information
on these restrictions in Note 20 of the Notes to Consolidated
Financial Statements, "Common and Preferred Stock! We do not
expect these restrictions to have an impact on our ability to pay
dividends on our common stock.

17
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ITEM 6. SELECTED FINANCIAL DATA
For the Year Ended December 31,

2005

2004

2003

2002(b)

2001

$ 1,46i,143
i62,915
84,042

$ 1,423,151
88,86
(793,400)

$1,308,536
59,333
(21,771)

2003

2002

2001

(On
Thousands)
Income Statement Data:

Sales ........................................
.
..
..
Income from continuing operations before accounting change () ..............
Earnings (loss) available for common stock ...........
.............
As of December 31,

1,583,278
134,868
134,640

$ 1,464,489

2005

2004

100,080
177,900

(InThousands)
Balance Sheet Data:

Total assets . .............................
...........
Long-term obligations and mandatorily redeemable preferred stock c) .... .

$5,210,069
1,681,301

For the Year Ended December 31,

Common Stock Data:
Basic earnings per share available for common stock from
continuing operations before accounting change ........................
Basic earnings (loss) pershare available for common stock
................
Dividends declared per share .....
.......
. ... .:.....
....
....
Book value per share ......
..
....... .................... ..

$ 5,001,144
1,724,967

$5,672,520
2,259,880

2004

2003

2005

$

$
$
$

Average equivalent common shares outstanding (inthousands) ..............

1.54
.1.55
0.92
16.31
86,855

$
$
$

$

1.19
2.14
0.80
16.13
82,941

$

$
$
$

,2.24
1.16
0.76
13.98
*172,429

$ 6,756,666
3,225,556

$7,718,764
2,915,153

2002

$
$
$

1.23
(11.06)
1.20
13.4i

$

71,732

2001

$

$
$
$

0.83
(0.31)
1.20
25.64
70,650

WIn 2002,we recognizeda cumulativeeffect of accountingchange of $623.7million due to recordinganimpairmentchargeforgooduill.In 2001, we recognizeda cumulative
effect of accountingchange of$18.7 million due to the adoptionof SFAS No. 133,/Accountingfor DerivativeInstruments andHedgingActivities."
(b Our losses in 2002 were primarilyattributableto impairmentcharges that were recordedforProtectionOne, Inc and Protection One Europe.

( Includes long-term debt capitalleases, affiliatelong-term debt andshares subjectto mandatoryredemption.

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS
INTRODUCTION
We are the largest electric utility in Kansas. We produce, transmit
and sell electricity at retail in Kansas and at wholesale in a multistate region in the central United States under the regulation of the
KCC and FERC.
In Managements Discussion and Analysis, we discuss our general
financial condition, significant changes that occurred during 2005,
and our operating results for the years ended December 31, 2005,
2004 and 2003. As you read Management's Discussion and
Analysis, please refer to our consolidated financial statements and
the accompanying notes, which contain our operating results.
SUMMARY OF SIGNIFICANT ITEMS
Overview
Several significant items have impacted us and our business
operations since January 1, 2005.
* We filed applications with the KCC on May 2, 2005 for an
increase in our retail electric rates. Effective January 2006, the
KCC authorized changes in our rates that left our rates virtually
unchanged and approved various other changes in our rate
structure. See "- Retail Rate Review" below for additional
information.
18

a We incurred approximately $38.1 million.in maintenance costs
and capital expenditures to restore our electric distribution
system as a result of a severe ice storm that occurred in January
2005. As allowed by the December 28,2005 KCC Order, we will
begin to recover these costs in rates in 2006.
a Coal delivery issues caused our coal inventory levels to decline
significantly below desired levels, which required us to rely
on more expensive sources of power to meet our customers'
energy needs.
Wholesale sales volumes have declined and could continue to
decline due to the cost and availability of fuel and growing
demands of our retail customers.
The cost of fuel and purchased power has increased significantly
as discussed in more detail below in "-- Increasing Cost of Fuel
and Purchased FPwer."
Retail Rate Review
December 28, 2005 KCC Order
In accordance with a 2003 KCC order, we filed applications with
the KCC on May 2, 2005 to review our rates. We requested an
increase in our retail electric rates and the adoption of other
practices under the KCC's jurisdiction. While the KCC ordered a
net increase in our base rates of $38.8 million annually, the increase
is substantially offset by the requirement that we credit to retail
customers a rolling three-year average of the margins we realize
from our market-based wholesale sales. Other significant changes
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approved by the KCC are the RECA, the ECRR, the separation of
transmission delivery charges, an increase in annual depreciation
expense, an extended recovery period for costs being recovered for
which no return is pr6vided and the recovery of various c6sts that
have been incurred and deferred a' regulatory assets.
Retail Energy Cost Adjustment: The RECA allows us to recover

the actual cost of fuel consumed in producing electricity and the
cost of purchased power. The adjustment is based on the actual
cost of fuel and purchased power less margins from market-based
wholesale sales. We'hiave contractsw'kith certain lareifidustiiial
customers, the terms of which do not ýrovide fo6i the separate
6 ntinue to
billing of fuel costs. Fuel costs for these customeis will co
be recovered thiough the rates specified in each of these contracts.
These customers represented apprbximately 8% of our total retail
sales volume for 2005.
Wholesale Sales Margins: The terms of the RECA require that we

include, as a credit to recoverable fuel costs, an amount based on the
average of the margins realized from market-based wholesale sales
during the immediately prior three-year period. In any period we
are unable to realize market-based Wholesale sales margins at least
equal to the amount of the credit, our financial results would be
adversely affected. In the short-term, ourgen~ratrig capacity is fixed
while the load requirements' of our customers change constantly.
When our generating capacity is not needed to serve our customers,
we attempt to seek out wholesale sales of energy at'prices in excess
of the costs of production. We are likely to face the prospect of
decreasing margins as the energy demands of our retail customers
increase, which may result in crediting to retail customers an amount
that would exceed the margins realized in the current period.
Environmental Cost Recovery Rider: The ECRR allows for the

timely inclusion in rates, without requiring a full rate review, of
the capital expenditures made to upgrade our equipment to meet
stricter environmental standards required by the Clean Air Act.
Prior to collection through rates, the KCC will review any
environmental expenditures to be considered for recovery under
the ECRR. Any increased operating and maintenance*'costs that
result from updating or adding environmental equipment cannot
be recovered through the ECRR. These costs would be addressed
in future rate reviews.
Transmission Delivery Charge: The December 28, 2005 KCC

Order allows us to separate our transmission costs from our base
rates charged to retail customers. This allows us to implement a
formula transmission rate that provides for annual adjustments to
reflect changes in our transmission costs, which provides for adjustment on a mbre timely basis'.'.These' rates were proposed in an
application filed with FERC on May 2, 2005 and became effective
on December 1,2005,'subject to refund upon review and appr6oal
byFERC.
Depreciation Rates: The December 28,2005 KCC Order authorized
an annual increase in the: recovery :of depreciation expense of
approximately $27.6 million. The approved change in depreciation
rates allows for the inclusioni of net salvage costs, which include an
estimate for the cost of dismantlement of plant facilities.
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Disallowed Plant Costs: In 1985, the KCC disallowed certain costs
associated with the original construction of Wolf Creek. In 1987, the

KCC authorized KGE to recover these costs in rates over the
original depreciable life of Wolf Creek, or through 2025, but
disallowed any return on these costs. In its December28, 2005
order, the KCC extended the recovery period to correspond to Wolf
Creek's new estimated depreciable life. KGE recognized a loss of
$10.4 million in the fourth quarter of 2005 as a result of the decrease
in the present value of amounts to be received due to the extension
of the recovery period.
:
Other Regulatory Assets: The December 28,2005 KCC Order also
approved for recovery approximately $50.3 million of deferred
maintenance costs associated with restoring utility service to our
customers stemming from damage to our lines and equipment in
the ice storms that occurred in 2002 and 2005 and various other
expenses that are relatively small in relation to the total regulatory
-ý. ,:
: _ ý•
asset balance.
Increasing Cost of Fuel and Purchased Power..

The cost of power is impacted by, among other factors, customer
demand,'cost and availability of fuel and purchased power, price
volatility, available generation capacity *andoperating constraints.
Higher fuel 'and purchased power costs, unitfoutages, and operating
constraints, such as our efforts to conserve coal, increased our total
fuel and purchased power costs.
Cost of Fuel and Purchased Power: IThe cost of fossil fuel has
increased since 2004. This is especially true for the cost of.natural
gas and oil..This higher cost of fuel affects not only the cost of fuel
we burn, but also increases the market prices for both our wholesale
sales and purchases of power. The cost and availability of fuel may
cause us to use higher priced fuel types or to purchase power to
meet our customers' energy needs. The effects of the fuel price
increases are reflected in our 'dperatingresults.
Fuel Supply Contracts: We have a net gain position -on our coal
supply contract for 'ourLawrei'ce and Tecumseh Energy Centers.
The gain position results prithaiily fr6nim n increase in_ the`price'_f
coal from the PRB region of "Wominj.Based on th'•,ieihs of this
contract, changes imithefaii vlu6e-of this ,contraI ai I rke'dt06.
imarket in accordin'ce'With the requirementi'Of SFASNo'. 133.Asa
result of the Dcembeber 28, 2005 KCC Order'implernfitinig the
RECA, we reversed ipreviously recognized adjustrheuits to fuel
expense of $117.7 million related to
ek-tb-iark~t'adjusi
efits
and established a 'rieulatory liability. G6ingforrward, we will
recognize changes in the fair value of fuel'surpplyc6nracti "as
•,••; .•; :-::, •.:
regulatory assets or liabilities.
Unit Avallability. Our operating results are significantly influenced
by the availablity of our generating units. If our more economical
units are not arailable, we must rely on more expensive sources of
power to meet our load requirements. The primary outages during
the year ended December 31, 2005 were the scheduled refueling
and maintenance outage and'an unplanned outage at Wolf Creek
and planned and unplarined outages at Jeffrey Energy Center and
La Cygne. The primary outages during the year ended December 31,
2004 were the planned and unplanned outages and reduced
availability of Jeffrey Energy Center.
19
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Operating Constraints: Our operating xesults are influenced-by
operating constraints on our generating units, such as coal conservation and maintenance outages. If our more economical units are
constrained, we must rely on more expensive sources of power to
meet our load requirements and/or forego opportunities in the
wholesale power market. During the year ended December 31, 2005,
coal conservation efforts, at times, reduced the energy generated at
our more economical units and contributed to the decline in our
market-based wholesale sales volumes. Coal conservation was
required as a result of slower than expected coal deliveries, as
discussed below.
Coal Inventory and Delivery: Coal deliveries from the PRB region
of Wyoming were slower than expected due primarily to problems
with the rail tracks used to deliver our coal and :operational
problems at the mines where the coal is obtained. Nearly all of the
coal used in our coal-fired generating stations is from the PRB
region of Wyoming.
During 2005, we implemented compensating measures based on
delivery cycle times, our assumptions about future delivery cycle
times, fuel usage and planned inventory levels. These measures
included, but were not limited to, reducing coal consumption
during off-peak periods by revising normal operational dispatch of
our generating units, purchasing power or using more expensive
power to serve customers, decreasing wholesale sales, transferring
rail cars between or among our power plants and purchasing and
leasing additional rail cars. These acti6ns helped to reduce the
financial impact resulting from longer delivery cycle times. The
effect of the reduction in sales due to slower coal deliveries has
been partially offset by higher prices received for the power we
have sold in the power markets.
CRITICAL ACCOUNTING ESTIMATES
Our discussion and analysis of financial condition and results of
operations are based on our consolidated financial statements,
which have been prepared in conformity with generally accepted
accounting principles (GAAP). Note 2 of the Notes to Consolidated
Financial Statements, "Summary of Significant Accounting Pblicies"
contains a summary of our significant accounting policies, many of
which require the use of estimates and assumptions by management.The policies highlighted below have an impact on our reported
results that may be material due to the levels of judgment and
subjectivity necessary to account for uncertain matters or susceptibility of matters to change.
Regulatory Accounting
We currently apply accounting standards for our regulated utility
operations that recognize the economic effects of rate regulation in
accordance with SFAS No. 71. Accordingly, we have recorded
regulatory assets and liabilities when required by a regulatory order
or based on regulatory precedent. Regulatory assets represent
incurred costs that have been deferred because they are probable
of future recovery in customer rates. Regulatory liabilities represent
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probable obligations to make refunds to customers for previous
collections for costs that are not likely to be incurred in the future.

The deferral of costs as regulatory assets is appropriate only when
the future recovery of such costs is probable. In assessing probability,
we consider such factors as specific orders from the KCC, regulatory
precedent and the current regulatory environment. To the extent
recovery of costs is no longer deemed probable, related regulatory
assets would be required to be expensed in current period earnings.
Pension and Post-retirement Benefit Plans
Actuarial Assumptions'
We and Wolf Creek calculate our, pension benefit and postretirement medical benefit obligations and related costs using
actuarial, concepts within the guidance provided by SFAS No. 87,
"Employers' Accounting for Pensions" and SFAS No. 106,
"Employers' Accounting for Postretirement Benefits Other Than
Pensions."
In accounting for our retirement plans and other post-retirement
benefits, we make assumptions regarding the valuation of benefit
obligations and the performance of plan assets. The reported costs
of our pension benefit plans are imPacted by estimates regarding

earnings on plan assets, contributions to the plan, discount rates
used
projected benefit
obligation
and pension
costs to
anddetermine
employeeour
demographics
including
age, compensation
A change in any of these assumpperiods.
and employment
leveLs
tions
could
a significant
impact on
costs, which may be
reflected
as have
an increase
or decrease in netfuture
income in the current and
future periods, or on the amount of related liabilities reflected on our
consolidated balance sheets or may also require cash contributions.
The following table shows the annual impact of a 0.5% change in
our pension plan discount rate, salary scale and rate of return on
plan assets.

Change i
Assumption

Annual
Change in
Projected
Benefit
Obligation

Discount rate ...............

0.5% decrease
0.5% increase

$ 44,012
(41,317)

Salary scale ................

0.5% decrease
0.5% increase

(10,520)
10,690

Rate of return on plan assets ... ,

0.5% decrease
0.5% increase

Actuarial Assumption

-

Annual
Change in
Pension
Liability/
Asset
(InThousands)

Annual
Change n
Projected
Pension
Expense

$ 34,772 $ 4,000
(32,775) (3,925)
2,856
(2,841)
-

(1,030)
1,079
2,252
(2,252)

We recorded pension expense of approximately $12.2 million in
2005, $5.1 million in 2004 and pension income of approximately
$1.0 million in 2003. Pension expense for .2006 is expected to
approximate $20.4 million, which represents an $8.2 million
increase over 2005. The increase is primarily due to the amortization
of investment losses from prior years that are recognized on a
rolling four-year average basis and changes in assumptions
including a lower discount rate, lower return on assets, increase in
salary scale and updated mortality tables.

2005

The following table shows the annual impact of a 0.5% change in
our post-retirement benefit plan discount rate and rate of return on
plan assets.

Actuarial Assumption
Discount rate .........................
Rate of return on plan assets .............

Annual
Annual Increasein
Increase In Projected
PostProjected
Benefit retirement
Change In
Assumption
Obligation Expense
(InThousands)
0.5% decrease
$6,937
$376
0.5% increase
(6,600)
(384)
0.5% decrease
0.5% increase

-

153
(155)

Revenue Recognition - Energy Sales
We recognize revenues from retail energy sales upon delivery to
the customer and include an estimate for energy delivered but
unbilled. Our estimate of revenue attributable to this unbilled
portion is based on the total energy available for sale measured
against billed sales. At December 31, 2005, we had estimated
unbilled revenue of $42.1 million.
We account for energy marketing derivative contracts under the
mark-to-market method of accounting. Under this method, we
recognize changes in the portfolio value as gains or losses in the
period of change. With the exception of fuel contracts, we include
the net mark-to-market change in sales on our consolidated
statements of income. We record the resulting unrealized gains
and losses as energy marketing long-term or short-term assets and
liabilities on our consolidated balance sheets as appropriate. We
use quoted market prices to value our energy marketing derivative
contracts when such data are available. When market prices are not
readily available or determinable, we use alternative approaches,
such as model pricing. Prices used to value these transactions reflect
our best estimate of fair values of our trading positions. Results
actually achieved from these activities could vary materially from
intended results and could affect our consolidated financial results.
The tables below show fair value of energy marketing contracts
outstanding for the year ended December 31, 2005, their sources
and maturity periods.
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The sources of the fair values of the financial instruments related to
these contracts are summarized in the following table.
Fair Value of Contracts at End of Period

Sources of Fair Value

Total
Fair Value

Prices actively quoted (futures) ......

$

Prices provided by other external
sources (swaps and forwards) .....

Maturity
Less Than
1 Year

Maturity
1-3 Years

Maturity
4-5 Years

$

$

-

-

(792)

$ (792)

64,868

29,740

28,198

6,930

53,853

15,290

27,443

11,120

$117,929

$44,238

$55,641

$18,050

Prices based on the Black
Option Pricing model

(options and other)(a) ...........
Total fair value of

contracts outstanding .

......

(a)The Black OptionPricingmodel is a variantof the Black-Scholes Option Pricing
model.

Income Taxes
We use the asset and liability method of accounting for income
taxes as required by SFAS No. 109, "Accounting for Income Taxes.'
Under the asset and liability method, we recognize deferred tax
assets and liabilities for the future tax consequences attributable to
temporary differences between the financial statement canying
amounts and the tax basis of existing assets and liabilities. We
recognize the future tax benefits to the extent that realization of such
benefits is more likely than not. We amortize deferred investment
tax credits over the lives of the related properties.
We record deferred tax assets for capital loss, operating loss and tax
credit canyforwards. However, when there are not sufficient sources
of future capital gain income or taxable income to realize the benefit
of the capital loss, operating loss or tax credit carnyforwards, we
reduce the deferred tax assets by a valuation allowance. We recognize
a valuation allowance if, based on the weight of available evidence,
it is considered more likely than not that some portion or all of the
deferred tax asset will not be realized. We report the effect of a
change in the valuation allowance in the current period tax expense.
Asset Retirement Obligations
We calculate our asset retirement obligations and related costs

using the guidance provided by SFAS No. 143, "Accounting for
Asset Retirement Obligations" and the Financial Accounting
Standards Board'i (FASB) Interpretation No. 47, "Accounting for
(InThousands)
Conditional Asset Retirement Obligations" (FIN 47).
Fair Value
of Contracts

Net fair value of contracts outstanding at December 31, 2004 .........
Contracts outstanding at the beginning of the period
that were realized or otherwise settled during the period .............
Changes in fair value of contracts outstanding at the
beginning and end of the period(a) ...............................
Fair value of new contracts entered into during the period .............

$ 6,081

Fair value of contracts outstanding at December 31,2005 .............

$1,929

(2,724)
109,789"
. 4,783

(4Changes in thefairvalue offuel supplycontracts,approximately$117.7 million,
-are recognizedas a regulatoryliability.

We estimate 'our asset retirement obligations based on the fair
value of the asset retirement obligation we incurred at the time the
related long-lived ýasset was either acquired, placed in service or
When regulations establishing the obligation become effective.
In determining our, asset retirement obligations, we make
assumptions regarding probable disposal costs. A change in these
assumptions could have a significant impact on our asset retirement
obligations reflected on our consolidated balance sheets.
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:I
Contingendes and Litigation !! ,,("I ,
We are currently involved in certain'legal proceedings and have
estimated the probable cost for the resolution of these claims.
These estimates are based on an analysis of potential results,
assuming a combination of litigation and settlement strategies. It
is possible that our future results could be materially affected by
changes in our assumptions. See Note 16 of the Notes to
Consolidated Financial Statements, "Legal Proceedings,"for more
detailed information.

2005 Compared to 2004
Below we discuss our operating results for the year -ended
December 31, 2005 as compared to the results for the year ended
December 31,2004. Changes in results of operations are as follows.

We evaluate operating results based on basic earnings per share.
We have various classifications of sales, defined as follows: Retail: Sales of energy made. to residential, commercial and
industrial customers.
Other retail: Sales of energy for lighting public streets and
'
highways, net of revenues reserved for rebates.
Tariff-based wholesale: Sales ýof energy ;to electric
'cooperatives, municipalities and other electric utilities, the rate
for.which is generally based on cost as prescribed by FERC
tariffs.-Also includes changes in valuations of contracts that
have yet to settle.Market-based wholesale: Sales of energy to other wholesale
customers, the rate for which is based on prevailing market
prices as allowed by our. FERC approved market-based tariff.
Also includes changes in valuations of contracts that have yet
to settle.
Energy *arketing: Includes: (1) marketlbased energy transactions unrelated to our generation or the'needs of our regulated
customers; (2) financially settled produdc and physical transactions sourced outside our control area; and (3) changes in
valuations for contracts that have yet fo' settle that may not be
recorded i tariff- or market-based wholesale revenues.
Transmission: Reflects transmission revenuei received, indcuding those based on a tariffwith the SPE
Other: Miscellaneous electric revenues including ancillary
service revenues and rent from electric property leased to others.
Regulated electric 'utility sales are significantl impacted by such
things as rate regulation, customer conservation efforts, wholesale
demand, the overall economy of our service area, the weather and
competitive forces. Our wholesale sales are impacted by, among
other factors, demand, cost of fuel and purchased power, price
volatility, available generation capacity and transmission availability. Changing weather affects the amount of electricity our
customers use. Very hot summers and very cold winters prompt
more demand, especially among our residential customers. Mild
weather reduces demand.
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2004

Change

%Change

(InThousands, Except Per Share Amounts)

SALES:
Residential............

Commercial ..........
Industrial ..............

OPERATING RESULTS

2005

Year Ended December 31,

Other retail ...............
: Total Retail Sales ..........
Tariff-based wholesale ...
Market-based wholesale .....
Energy marketing ..........
,Transmission().........
.............
Other .
Total Sales

...........

OPERATING EXPENSES:
Fuel used for generation .....
Purchased power.......
Operating and maintenance
Depreciation and amortization.
Selling, general and
administrative ....
....
Total Operating Expenses ..
INCOME FROM OPERATIONS.
OTHER INCOME (EXPENSE):
Investment earnings.
I Loss on extinguishment
- of debt., .................
- Other income.........
*Other expense .............

.

$ 458,806
404,590
-242,383
376

$ 425,150
386,991
239,518
(46)

$33,656
17,599
2,865
422

7.9
4.5
1.2
917.4

1,106,155
185,598
" 145,628
- 47,089
76,591
22,217

1,051,613
143,868
*140,465.
26,321
77,540.
24,682

54,542
41,730
' 5,163,
20,768
(949)
(2,465)

5.2
29.0
3.7
78.9
(1.2)

(10.0)

1,583,278

1,464,489

118,789

8.1

176,800'"
31,632
25,739
(18,790)

21.7
47.8.
-6.2

1 -

430,426
97,803
437,741

150,520

'353,617
. 66,1171
412,002

169,310

(11.1)
(4.3)

166,060

'173,498

1,282,550

1,174,598

300,728

289,891

10,837,

3.7

11,365

16,746

(5,381)

(32.1)

(7,438)
107,952

9.2

(18,840)

-18,840

9,948 ,
(17,580)

2,756
(14,879)

'7,192
(2,701)

100.0
261.0
(18.2)

Total Other Income
(Expense) ..............

3,733

(14,217)

17,950

126.3

Interest expense .............

109,080

142,151

(33,071)

(23.3)

INCOME FROM CONTINUING
OPERATIONS BEFORE
INCOME TAXES ............
Income tax expense .........

195,381
60,513

133,523
33,443

61,858
27,070

46.3
80.9

134,868

100,080

34,788

34.8

INCOME FROM CONTINUING
OPERATIONS ..............
Results of discontinued
operations, net of tax ......

742

78;790

: (78,048)

(99.1)

NET INCOME ...............
Preferred dividends ...........

135,610
970

178,870
970

(43,260)
....

(24.2)

EARNINGS AVAILABLE FOR
COMMON STOCK ..........

$ 134,640

S 177,900

$(43,260)

(24.3)

BASIC'EARNINGS PER SHARE ..

$ - 1.55-

$S

$ (0.59)

(27.6)

2.14

(a)Transmission:Includes an SPP network transmissiontariff.In 2005, ourSPP
network transmissioncosts were approximately$66.2 million. This amount,less
approximately$5.5 million thatwas retained by the SPPas administrationcost,
was returnedto us as revenue. In 2004, our SPP network transmissioncosts were
approximately $66.6 million with an administrationcost of $4.3 million
retainedby the SPP.

2005

The following table reflects changes in electric sales volumes, as
measured by thousands of megawatt hours o(MWh) of electricity,
for the years ended December 31; 2005 and 2004. No sales volumes
are shown for energy marketing, transmission or other. Energy
marketing activities are unrelated to electricitywe generate.
2005

2004

Change %Change

(Thousands of MWh)

Residential .........................
Commercial ....................
Industrial ..........................

6,384
7,151
5,581

5,925
6,867
5,470

101

102

(1)

(1.0)

Total Retail .......................
Tariff-based wholesale ................
Market-based wholesale ..............

19,217
5,490
2,950

18,364
4,573
4,115

853
917
(1,165)

4.6
20.1
(28.3)

...........

27,657

27,052

605

2.2

Other retail ........................

Total...........

459
284
111

7.7
4.1
2.0

Residential and commercial sales and sales volumes increased due
primarily to warmer weather' during 2005 than experienced in
2004. When measured by cooling degree days,-the weather during
2005 was 27% warmer than during 2004 and 6% above the 20-year
average. We measure cooling degree' days at weather stations we
believe to be generally reflective of conditions in our service territory.
The warmer weather also contributed to the increased tariff-based
wholesale sales and sales volumes. Additionally, about $2.7 million,
or approximately 2%, of the increase in the tariff-based wholesale
sales was due to the Wolf Creek outages. We sold moreti• -based
wholesale power to KEPCo in accordance with a contract to supply
replacement power when Wolf Creek is not available. We had more
energy available from Jeffrey Energy Center, which also contributed
to the increased tariff-based wholesale sales.
Higher prevailing fuel prices have caused wholesale market prices
to increase, which was the primary reason our market-based
wholesale sales increased. Market-based wholesale sales volumes
declined because less energy was available for sale due to the
increase in retail and tariff-based wholesale sales.
The change in energy marketing was due primarily to having more
favorable changes in market valuations in 2005 compared to 2004
and due to favorable settlements of energy contracts in 2005.
Fuel
expense
increased due pmarily to using more expensive
sources
of gene"ation
because of the lower unit availability of
our more economical generating units as discussed above in
Sumrmaryof Significant Items - Increasing Cost of Fuel and
Purchased Power - Unit Availability,.
Purchased power expense increased due primarily to a 35% increase
imý volumes purchased during 2005 as compaied to 2004. This was
due to the various outages or reduced operating capability atsome
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of our generating units and the availability of economicallypriced
power. At times, it was more economical to purchase power than to
operate our available generating units. Also.contributing to the
increase in purchased power expense was a 9% higher average cost.
Operating and maintenance expense increased due to a~number
of factors, the largest of which was a $10.4 million write-off of
disallowed plant costs as discussed above in "- Summary of
Significant Items - Retail Rate Review - December 28,2005 KCC
Order - Disallowed Plant Costs."
In addition, costs of operating and maintaining our distribution
system increased $8.4 million due primarily to higher labor costs
and additional maintenance projects. Also causing the opierating
and maintenance expense to increase was higher taxes other than
income tax of $4.7 million, a $3.5 million charge to write off plant
operating system development costs at Wolf Creek due to nonperformance of the vendor developing the system and higher
maintenance costs at our generating units of $2.8 million due to
the outages as discussed above in '- Unit Availability." These
higher expenses were partially offset by a $5.4 million decline in
expense related to changes in the La Cygne unit 2 operating lease
as discussed in Note 21 of the Notes to Consolidated Financial
Statements, "Leases."
Depreciation expense decreased primarily because we established
a regulatory asset for the depreciation differences between those
used for financial statement purposes and regulatory rate making
purposes from August 2001 -to March 2002 pursuant to the
December -28, 2005 KCC Order, which allwedý 'us to record a
reduction in depreciation expense of $20.1 million.
Selling general and administrative expenses decreased due primarily
to reduced legal fees and insurance costs. Partially offsetting these
decreases were increased employee pension and benefit costs.
During 2004, we recognized a loss of $16.1 million in connection
with the redemption of some of our senior unsecured notes and a
loss of $2.7 million in connection with the redemption of the
Western Resources Capital 17-7/8% Cumulative Quarterly Income
Preferred Securities, Series A.
Other income during 2005 was higher due primarily to $7.2 million
of income from corporate-owned life insurance, which was partially
offset by higher interest expense associated with borrowing on
corporate-owned life insuranceI.
Interest expense decreased during 2005 due to lower debt balances
and lower interest rates due to the refinancing activities as
discussed in detail in"- Liquidity and Capital Resources"below.
The increase in income tax expense reflects the increase in income
from continuing operations before income taxes.
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2004 Compared to 2003
Below we discuss our operating results for the year ended
December 31,2004 as compared to the results for the year ended
December 31,2003. Changes in results of operations are as follows.
2004

Year Ended December 31,
.. ... 1

Change

% Change
2004

,

i

1r I I

2.3
11.5
(17.4)
1.5
(0.3)

1,464,489

1,461,143

3,346

0.2

353,617,
66,1711
412,002
169,310

342,522
47,790
371,372
167,236

11,095
18,381.
40,630
2,074

38.5
10.9,

160,825

12,673

7.9

1,089,745

84,853

7.8

-173,498

.. .

1,174,598

.

289,891

371,398 , (81,507)

(100.9)

(0.9)

,3.2-

1.2

(21.9)

OTHER INCOME (EXPENSE):

Investment earnings ........

16,746
-

21,189
17,316
99,327

other ncome .........
Other expense .............

(18,840)
2,756
(14,879)

(26,455)
2,854
(16,590)

Total Other (Expense)
Income ...............

ONEOK dividends .........
Gain on sale of ONEOK stock..
Loss on extinguishment of
debt and settlement of
putable/callable notes .....

28.8
(3.4)
10.3

(14,217)

97,641

(111,858)

(114.6)

Interest expense .........

142,151

224,356

(82,205)

(36.6)

INCOME FROM CONTINUING
OPERATIONS BEFORE
INCOME TAXES ............
Income tax expense ..........

133,523,
33,443

244,683
81,768

(111,160)
(48,325)

(45.4)
(59.1)

100,080

162,915

(62,835)

(38.6)

78,790

(77,905)

156,695

201.1

NET INCOME ...............
Preferred dividends ...........

178,870
970

85,010
968

93,860
2

110.4
0.2

EARNINGS AVAILABLE FOR
COMMON STOCK ..........

$ 177,900

$

84,042

$93,858

111.7

BASIC EARNINGS PER SHARE ...

$

$

1.16

INCOME FROM CONTINUING
OPERATIONS ..........
Results of discontinued
operations, net of tax ......
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(4,443) (21.0)
(17,316) (100.0)
(99,327) (100.0)

7,615
(98)
1,711

2.14

$

0.98

(1.8)

66

1.0

5,470

5,448

22

0.4

......

102

104

(2)

(1.9)

........
i
Total Retail ........
.
Tariff-based wholesale . ......
Market-basedwholesale .......... ....

18,364

18,384

(20)

(01)

4,573

4,747

(174)

(3.7)

4,115

3,919

196

5.0

27,052

27,050

2

(0.4)

(9,828)
3,181
14,470
(5,560)
1,161
(78)

OPERATING EXPENSES:
Fuel used for generation ...
Purcased power............
Operating and maintenance ..
Depredation and amortization.
Sehling, general and
administratiNe. .........

(106)

6,801

Industrial ..........

1,061,441
140,687
125,99531,881
76,379
24,760

.... .. .

6,031

6,867

Residential

1,651,613
143,868
140,465
26,321
77,540
24,682

Total Sales.

Change %Change

5,925

.........................

(1.8)
1.2

$(7,805)
4,406
(1,020)
(5,409)

Tariff-based wholesale.
Market-based wholesale.
Energy marketing .........
Transmission ................

2003

(Thousands of MWh)

$ 425,150 '$ 432,955
386,991
382,585
240,538
ý39,518
(46)
5,363

Total Retail Sales ......

Total Operating tExpenses
INCOME FROM OPERAtONS

2003

(inThousands, Except PerShare Amounts)

i

r'• •1
SALES:
Residential..........
Commercial ...............
Industrial ...................
Other reta I.....
........

Other'...

,

The following table reflects changes in electric sales volumes, as
measured by thousands of MWh of electricity, for the years ended
December 31, 2004 and .2003. No sales volumes are shown for
energy marketing, transmission or other. Energy marketing
activities are unrelated to electricity we generate.

84.5

w Transmission:Includes an SPP network transmission tariff.In 2004, our SPP
network transmissioncosts were approximately$66.6 million. This amount,less
$4.3 million that was retainedby the SPP as administrationcost, was returned
to us as revenue. In 2003, our SPP network transmission costs were approximately $65.3 million with an administrationcost of $5.7 million retained by
the SPP

....

Commercial ...................
I

.ý ............

Other retail ..................

Total ...........

.............

-

Our retail customers used less energy and our sales decreased
because of cooler weather during the summer. When measured by
cooling degree days, the weather during 2004 was 12% cooler than
during 2003 and 16% below the 20-year average.Theaccrual for
rebates to be paid to c6stomersin 2005 and 2006 pursuant to the
July 25, 2003 KCC Order also reduced revenues from retail sales.
During 2004, we accrued $8.5 million as compared to $3.5 million
accrued during 2003.
Market-based wholesale sales increased due primarily to increased
sales volumes and an approximate 6% increase in the average price
per MWh. As a result of milder weather, we had additional energy
production available for sale at certain times during the year that
was not needed to serve our retail and tariff-based wholesale
customers. Increased sales volumes accounted for approximately
$6.7 million of the increased market-based wholesale sales and higher
average market prices accounted for, approximately $7.8 million of
the increase. Energy marketing sales declined because we had less
favorable changes in 2004 as compared to the favorable changes in
2003 in the settlement and the fair value of positions: receiving
mark-to-market accounting treatment.
Fuel expense increased due primarily to increases in the cost of
fossil fuels, although we used approximately 2% less fuel for
generation due to the lower demand caused by the cooler weather
and due to unplanned outages or reduced operating capability
experienced at some of our generating units at various times
throughout 2004. The average equivalent availability factorfor our
system was 87% during 2004 compared to 90% in the prior year, due
largely to the unavailability of some of our coal-fired generating
units. As a result of the cooler weather and the reduced availability of
our coal-fired generating units, we decreased the amount of coal
burned, and consequently reduced our total expense for coal.
However, the cost of natural gas and oil that we used at other
generating facilities to-compensate for the unplanned outages or
reduced operating capability, increased our total fuel expense.
Purchased power expense increased due primarily to a 34% increase
in volumes purchased during 2004 as compared to 2003. At times, it
was more economical to purchase power than to operate our
available generating units. This was due to unplanned outages or
reduced operating capability of our coal-fired generating units at
certain times, and the availability of economically priced power due
to cooler weather in our region.
During 2003, we recorded as an offset to operating and maintenance
expense a gain of $11.9 million on the sale of utility assets. The
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absence of a similar offset in 2004 accounted for 29% of the increase
in operating and maintenance expense in 2004.The remainder of the
increase was caused primarily by increased expenses associated
with maintenance at Jeffrey Energy Center, increased planned and
unplanned unit maintenance at various other generating units,
increased maintenance of the distribution system, an increase in
taxes other than income tax and an increase in the transmission
costs. During 2004, increased maintenance of our generating units
accounted for 23% of the increase in operating and maintenance
expenses.The increase in distribution expenses accounted for 17%
of the increase in operating and maintenance expenses. Distribution
expenses increased due to increased staffing levels and higher costs
associated with the termination of portions of the ONEOK shared
services agreement as discussed in Note 22 of the Notes to
Consolidated Financial Statements, "RelatedParty Transactions ONEOK Shared Services Agreement." The change in taxes other
than income tax accounted for 22% of the increase in operating and
maintenance expenses. An increase in transportation costs accounted

for 3% of the increase in operating and maintenance expenses.
Sellin& general and administrative expenses increased due primarily
to an increase in legal fees, including amounts we were required to
advance for fees incurred by David C. Wittig, our former president,
chief executive officer and chairman, and Douglas T. Lake, our
former executive vice president, chief strategic officer and member
of the board, related to the defense of criminal charges against
them, and fees associated with the pending shareholder class
action and derivative lawsuits.
The total other expense during 2004 was due primarily to the loss
incurred on the extinguishment of debt. The total other income
during 2003 was due primarily to the gainfon the sale of our
ONEOK stock and dividends received from ONEOK in 2003. This
gain was partially offset by the loss recordedbon the extinguishment of debt and the settlement of notes during 2003.
Interest expense decreased in 2004 due to lower debt balances and
lower interest rates due to refinancing activities as discussed below
in "Liquidity and Capital Resources."
Income from discontinued operations was $78.8 million in 2004.
The results recorded for 2004 include the settlement of previously
pending issues as discussed in Note 23 of the Notes to Consolidated
Financial Statements, "Discontinued Operations -- Sale of
Protection One and Protection One Europe." This compares to a
loss from discontinued operations of $77.9 million in 2003.
FINANCIAL CONDITION
Below we discuss significantbalance sheefchanges at December 31,
2005 compared to'December 31, 2004.
Accounts receivable increased $32,2 million due primarily to an
increase in sales in late 2005 compared to late 2004. In addition, the
amounts of receivables sold under our accounts receivable sales
program as discussed in Note 4 of the Notes to Consolidated
Financial Statements, "Accounts Receiable Sales Program,"
decreased $15.0 million, to $65.0 million-at December 31, 2005,
from $80.0 million at December 31,2004.
Inventories and supplies decreased $22.7 million due primarily to a
decline in our coal inventory as discussed above in "-- Summary of
Significant Items - Increasing Cost of Fuel and Purchased Power
- Coal Inventory and Delivery."
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Net energy marketing contracts increased $111.8 million, to
$117.9 million at December 31, 2005, from $6.1 million at
December 31,2004. During 2005, we realized a large increase in the
net gain position on fuel supply contracts. As a result of the
December 28,2005 KCC Order granting our request for the RECA,
we recognized the cumulative mark-to-market' adjustment
associated with our coal supply contracts as a regulatory liability of
$117.7 million. For additional information on the RECA and on the
mark-to-market gain on fuel supply contracts, see "- Summary
of Significant Items - Retail Rate Review," and "- Summary of
Significant Items - Increasing Cost of Fuel and Purchased Power
- Fuel Supply Contracts."
Our tax receivable balance declined $89.3 million primarily because
we received a cash refund associated with the carry-back of our
2004 capital loss to 2003.
Regulatory assets, net of regulatory liabilities, decreased to
$275.0 million at-December 31, 2005, from $334.,6 million at
December 31, 2004, due primarily to changes that resulted from
the December 28, 2005 KCC Order. Total regulatory assets
increased $71.9 million due primarily to an increase in debt
reacquisition costs associated with the retirement and refinancing
of long-term debt, maintenance costs recorded in association with
an ice storm that occurred in January 2005, an increase in
depreciation due to changes authorized by the December 28,2005
KCC Order and the recording of conditional asset retirement
obligations. Total regulatory liabilities increased $131.5 million due
primarily to the fuel supply contracts obligation we recorded in
December 2005. As discussed above, we recorded a regulatory
liability of $117.7 million to recognize the cumulative mark-tomarket adjustments associated with our coal supply contracts. For
additional information on our regulatory assets and liabilities, see
Note 2 of the Notes to Consolidated Financial Statements,
"Summary of Significant Accounting Policies -- Regulatory
Accounting."
Other current assets increased $40.1 million due primarily to the
recognition of the settlement of a consolidated purported class
action lawsuit as discussed in detail in Note 16 of the Notes to
Consolidated Financial Statements, "Legal Proceedings."
Current maturities of long-term debt increased $35.0 iiillion. The
balance at December 31, 2005 consisted of the $100.0 million outstanding aggregate principal amount of KGE 6.2% first mortgage
bonds that are due in January 2006. The balance at December 31,
2004 consisted of $65.0 million outstanding aggregate principal
amount of KGE 6.5% first mortgage bonds that were due in
August 2005.
Other current liabilities increased $41.2 million due primarily to the
recognition of a receivable related to the settlement of a securities
class action lawsuit as discussed in detail in Note 16 of the Notes to
Consolidated Financial Statements, "Legal Proceedings."
Long-term debt, net of current maturities, decreased $76.9 million
due to various financing transactions and the recognition of
$100.0 million KGE 6.2% first mortgage bonds as a current
maturityas discussed below in "- Liquidity and Capital Resources
Debt Financings."
Accrued employee benefits increased $38.3 million due primarily
to the additional minimum pension liability recorded in 2005. For 25
additional information, see Notes 12 and 13 of the Notes to
Consolidated Financial Statements, "Employee Benefit Plans" and
"Wolf Creek Employee Benefit Plans."
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Asset retirement obligations increased $42.8 million. In 2005, we
determined that we have *conditionalasset retirement obligations
that are within the'scope of FIN 47 and, as a result, increased our
asset retirement obligations by $21.2 million.Also during 2005, we
updated our nuclear decommissioning and dismantlement study.
Based upon the results of this study, we revised our estimate of our
Wolf'Creek asset retirement obligation and increased our liability
by $14.6 milliofi. In addition, we recoided $7.0 million in accretion
expense on our asset retirement obligation related to the decommissioning'of Wolf Creek. These'items are discuised in greater
detail in Note 15 of the Notes to Consolidated Financial Statements,
:... I )
"Asset Retirement Obligations."
Total other.long-teirm liabilities de&eased $15.2 million due
pritiarily to changes in the operating lease for La Cygne unit 2 as
discussed in Note 21 of the Notes to Consolidated Financial
Statements, "Leases." ,
Accurriilated Oihir comprehen'sive income decieased $41.1 million
due piimnrily to the additi6nal minimum pensi6n liability discussed
inf Notes 12 and 13 o'f tlhe 'Notes toý Consolidated Financial
Siaiements, "Employee'Benefit Plans" and "Wolf Creek Employee

LIQUIDITY. AND CAPITAL RESOURCES

.

,

,

Ov'erview
We believe we will have sufficient cash to fuind future operations,
debt matuijities ajid the payment of dividends from a combination of
ýash' on hand,'cash flows from operations and available borrowing
capacity.Our available sources of junds include cash, Westar
Energy's rivolvinig credit, facility, our accounts r'eceivable sales
program. and access, to capital markets. Uncertainties affecting our
abilityto meet these '.cash requirements include, among others,
factors affecting sales described in "Operating Results" above,
economic conditions, regulatory actions, conditions in the capital
markets and compliance with environmental regulations.
.
,.,
.',
Capital Resources
cash and
unrestricted
in
At December 31, 2005, we had $38.5 million
cash equivalents. In addition, Westar Energy has a $350.0 million
it facilityagainst which $48.0million of letters ofcredt
revolng
have ben issiied, lea g $302.0 million available under this facility.
At De~embe&31,'2005;, e ;dso had $2.4 million of restricted cash
classified as a current asset and $25.0 million 'ofrestricted 'cash
classified as a long-term asset, primarily to priovide credit'security
for a prepaid capacity and transmission agreement.The following
table details our restricted cash at December 31, 2005.
,

/

_

Restrlcted:Cash ý Restricted Cash
CurentPorton,, Long-term Portion
;(inThousands)

Prepaid capacity and transmission agreement .......
Cash held inescrow as required by surety bonds .
rTotal

,......

$23,552
1,462

$2,430
.$2,430.

.

.,

$25,014

The Westar Energy moitgage and the KGE mortgage each contain
provisions restricting the amount of first mortgage bonds that
cbuld be iss~ued bj each'entity. Therefore, we must ensure that we
26 will be'able tb 6ioply wiih such restrictions prior to the is~uan&e of
additioinl fiit mcirigage bonds br other secured indebtedness.
The Westar Energy mortgage prohibits additional first mortgage
bonds from being issued, except in connection with certain

refundings, unless Westar Energy's unconsolidated net earnings
available for interest, depreciation and property retirement (which
as defined, does not include earnings or losses attributable to the
ownershipof securities of subsidiaries), for a period of 12 consecutive months within 15 months preceding the issuance, are not less
than the greater of twice the annual interest charges on,'and 10%
of the principal amount of, all first mortgage bonds outstanding
after giving 'effect to the proposed issuance. In. addition, the
issuance of bonds is subject to limitations based on the amount of
bondable property additions.-At December 31; 2005, based on an
assumed interest rate of 6%; no additional first mortgage bonds
could be issued under the most restrictive 'provisions in .the
mortgage, except in connection with certain refundings.
The KGE mortgage prohibits additional first mortgage bonds from
being issued, except in connection with certain refundings, unless
KGE's net earnings before income taxes and before'provision for
retirement &id depreciation of property for a period of 12 consecutive months within 15 months preceding'the issuance are nýt less
than either two and one-half times the annual interest charges on,
or 10% of the principal amount of,-all KGE first mortgage bonds
outstanding after giving effect to the proposed issuance. In addition,
the issuance of bonds is subject to limitations based on the amount
of bondable property additions. At December 31, 2005, based on an
assumed interest rate of 6%, approximately $607.3 million principal
amount of additional KGE first mortgage bonds could be issued
under the most restrictive provisions in the mortgage..' Westar Energy sold approximately 12.5 rmilion sha~.res of its common
stock in 2004 for net proceeds of $245.1 million., ,
Cash Flows from Operating Acttes
Cash flows from operating activities increased $8.3 million to
$353.9 million in 2005 from $345.6 million in 2004. During 2005,
we uied approximately.$33.1 million for system restoration costs
related to the ice storm that affected our service territory in January
2005, and 'approximately$14.2 million for the Wolf Creek refueling
outage. We also used cash for increases in 'fuel and purchased
power costs. During 2005, wereceived approximately $47.5 million
more in tax refunds than we did during 2004. Cash paid for interest
was $40.4 rriillion lower in 2005 than in 2004'due'primarily'to our

lower debt balances

.

.

'

Cash flows from operating activities increased $197.1 million to
$345.6 million in 2004 from $148.5 million for .2003.This increase
was primarily attributable to reduced interest of $80.2 million and
reduced tax payments of $52.5 million.
" '4 ,
Cash Flows (used In) from Investing"ActMties
In general, cash used for investing purposes relates to the growth
and improvement of our electric utility business..Theutility business
is capital intensive and requires significant investment in plant on an
annual basis.We spent $212.8 irMllion in 2005, $197.1 million in 2004
and $163.3 million in 2003 on net additions to utility property, plant
" : .' 1 ._1
and equipment.
In 2004, we received net proceeds of $108.3 million from the sale of
Protection One and Protection One bonds. During 2003, we received
net proceeds of $801.8 million from the sale of ONEOK stock and
net proceeds of $33.3 million from the sale of utility assets.
.
Cash Flows used in Financing Activities
Financing activities in 2005 used $127.9 million of cash compared
to $323.2 million in 2004. In 2005, we received cash primarily from
the issuance of long-term debt and we used cash primarily to retire
long-term debt and pay dividends.

2005

Financing activities in 2004 used $323.2 million of cash compared
to $881.1 million in 2003. In 2004, we received cash from issuances
of long-term debt and the issuance of common stock, and cash was
used for the retirement of long-term debt and payment of dividends.
In 2003, cash was used in financing activities for the retirement of
long-term debt and the payment of dividends. In 2003, we reduced
our indicated annual dividend from $1.20 per share to $0.76 per share.
Future Cash Requirements
Our business requires significant capital investments. Through
2008, we expect we will need cash mostly for utility construction
programs designed to improve facilities providing electric service,
for future peaking capacity needs and to comply with environmental
regulations. We anticipate that additional cash expenditures will be
necessary to purchase and build additional peaking generation
capacity that we anticipate will be needed in 2008. We expect to
meet these cash needs with internally generated cash flow,
borrowings under Westar Energy's revolving credit facility and
through the issuance of securities in the capital markets.
If we are required to update emissions controls or take other
remedial action as a result of the EPA's investigation, the costs could
be material. We may also have to pay fines or penalties or make
significant capital or operational expenditures related to the notice
of violation we received from the EPA in connection with certain
projects completed at Jeffrey Energy Center. In addition, significant
capital or operational expenditures may be required in order to
comply with future environmental regulations or in connection
with future remedial obligations. The following table does not
include any amounts related to these possible expenditures. We
expect that costs related to updating or installing emissions
controls will be material. As discussed above, the ECRR will allow
for timely inclusion in rates of the costs of capitkexpenditures
directly tied to environmental improvements required by the Clean
Air Act. We believe that other costs incurred would qualify for
recovery through rates.
Capital expenditures for 2005 and anticipated capital expenditures
for 2006 through 2008, including costs of removal, are shown in the
following table.
Actual

2005

2006

f:. r
Generation:
Replacements and other ...
Additional capacity ........
Environmental ............
Nuclearfuel ............
Transmission ..............
Distribution:
Replacements and other ..
New customers .........
Other
'.

Total capital expenditures

..

2008

2007

(InThousands).

.
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Maturities of long-term debt at December 31,2005 are as follows.
Priindpal Amount

Year

(InThousands)

2006 ........ ............... .............................
2007 .... ..
............................................ ,

2008
2009 ............

$ 100,000

.....................................
..

.......

.......

Thereafter ..................................................

Total long-term debt maturities .....

145,078
1,417,912

............

...

$1,662,990

Debt Financings
On January 17, 2006, KGE repaid the outstanding $100.0 million
aggregate principal amount of KGE 6.2% first mortgage bonds
with cash on hand and borrowings under the Westar, Energy
revolving credit facility. On August 1, 2005, KGE repaid the
outstanding $65.0 million aggregate principal amount ofKGE
6.5% first mortgage bonds with cash on hand and borrowings
under the Westar Energy revolving credit facility.
On June 30, 2005, Westar Energy sold $400.0 million aggregate
principal amount of Westar Energy first. mortgage bonds,
consisting of $150.0 million of 5.875 % bonds maturing in 2036 and
$250.0 million of 5.1% bonds maturing in 2020. On July 27, 2005,
proceeds from the offering were used to redeem the outstanding
$365.0 million aggregate principal amount of Westar Energy's
7.875% first mortgage bonds due 2007, together with accrued
interest and a call premium equal to approximately 6% of the
principal outstanding, and for general corporate purposes. The call
premium is recorded as a regulatory asset and is being amortized
over the term of the new bonds.
On May 6,2005,Westar Energy amended its revolving credit facility
dated March 12, 2004 to extend the term and reduce borrowing
costs. The amended revolving credit facility matures on May 6,
2010. The facility is used as a source of short-term liquidity. It
allows us to borrow up to an aggregate amount of $350.0 million,
including letters of credit up to a maximum aggregate amount of
$100.0 million. So long as there is no default or event of default
under the revolving credit facility, Westar Energy may elect, subject
to lender participation, to increase the aggregate amount of
borrowings under this facility.to $500.0 million. All borrowings
under, the revolving credit -facility are secured by KGE first
mortgage bonds. At December 31, 2005, we had no outstanding
borrowings and $48.0 million of letters of credit outstanding under

69,769
12,041

$ 82,900

$ 94,600

$ 92,500

57,300

63,800

7,657
5,046

:13,598

28,500
-,21,200
22,600

'16,400
135,900
26,000
26,700

153,500
2,000
24,400

A default'by Westar Energy or KGE under other indebtedness
totaling more than $25.0 million is a default under this facility.
Westar Energy is required to maintain a consolidated indebtedness
to consolidated capitalization ratio not greater than 65% at all

42,099
. :47,758
14,846

39,300

37,000

37,100

'54,600
18,300

55,700
;ý,19,900

57,000
21,400

$212,814

$324,700

$412,200

is45,700

times. Available liquidity under the facility is not impacted by a
.declinein Westar EInergy's credit ratings. Also, the facility does not
contain,a material adverse effect clause requiring Westar Energy to
represent, prior to each borrowing, that no event resulting in a
material adverse effect has occurred.

We prepare these estimates for planning purposes and revise our
estimates from time to time. Actual expenditures will differ from
our estimates. These amounts do not include any estimate of
expenditures that may be incurred as a result of the EPA
investigation.

this facility.

O. Janua

18,2005, Westar Energy sold $250.0'milhion aggregate

principal amount of Westar Energy first mortgage bonds,

consisting of $125.0 million 5.15% bonds maturing in 2017 and
$125.0 million 5.95% bonds maturing in 2035. On February 17,
2005, we used the net proceeds from the offering, together with 27
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cash on hand, additional funds raised through the accounts
receivable conduit facility and borrowings under Westar Energy's
revolving credit facility, to redeem the remaining $260.0 million
aggregate principal amount of Westar Energy 9.75% senior notes
due 2007. Together with accrued interest and a premium equal to
approximately 12% of the outstanding senior notes, we paid
$298.5 million to redeem the Westar Energy 9.75% senior notes
due 2007. The call premium is recorded as a regulatory asset and is
being amortized over the term of the new bonds.
On June 10, 2004, KGE refinanced $327.5 million of pollution control
bonds. The original issue had an interest rate of 7% and was due in
2031. This issue was replaced with pollution control bonds at
interest rates of 5.3% on $127.5 million that matures in 2031,
2.65% on $100.0 million that matures in 2031, and a variable rate
on $100.0 million that matures in 2031.
Debt Covenants
Some of our debt instruments contain restrictions that require us
to maintain leverage ratios as defined in the agreements. We
calculate these ratios in accordance with our credit agreements.
These ratios are used solely to determine compliance with our
various debt covenants. We were in compliance with these
covenants at December 31,2005.
Affiliate Long-Term Debt and Other Mandatorily,
Redeemable Securities
On December 14, 1995, Western Resources Capital I, a wholly
owned trust, issued $100.0 million of 7-7/8% Cumulative
Quarterly Income Preferred Securities, Series A. On April 16, 2004,
we redeemed our entire issuance of Western Resources Capital I
7-7/8% Cumulative Quarterly Income Preferred Securities, Series A,
at par.
On July 31, 1996, Western Resources Capital ]I, a wholly owned
trust, issued $120.0 million of 8-1/2% Cumulative Quarterly
Income Preferred Securities, Series B. On September 22, 2003, we
redeemed our entire issuance of Western Resources Capital II
8-1/2% Cumulative Quarterly Income Preferred Securities, Series B,
at par.
Interest Rate Swap
Effective October 4,2001, we entered into a $500.0 million interest
rate swap agreement with a term of two years. At that time, the
effect of the swap agreement was to fix the annual interest rate on
a term loan at 6.18%. We settled the swap agreement for a nominal
amount on September 29, 2003. For information regarding
ongoing interest rates, see Note 10, of the Notes to Consolidated
Financial Statements, "Long-Term Debt."
Credit Ratings
Standard & Fbor's Ratings Group (S&P), Moody's Investors Service
(Moody's) and Fitch Investors Service (Fitch) are independent
credit-rating agencies that rate our debt securities. These ratings
indicate the agencies' assessment of our ability to pay interest and
principal when due onour securities.
On January 30, 2006, Moody's lowered our speculative grade
liquidity rating to SGL-2 (good) from SGL-1 (very good). On
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February,23, 2005, Moody's Upgraded its ratings for our debt.
Secured debt ratings for us and KGE were upgraded to Baa3 from
Bal. Our'unsecured ratings were upgraded to Bal from Ba2. On
December 22, 2004, Fitch 'raised its outlook for our ratings to
positive from stable and affirmed its ratings as shown in the table
below.;On July 22, 2004, S&P improved its ratings o'n KGE's first
mortgage bonds to BBB from BB+.
As of March 1, 2006, ratings with these agencies are as shown in
the table below.

5&P..
Mods
Fitch .

.
.
.......
.................... I ...
.........................

Westar Energy
Mortgage
Bond Rating

Westar Energy
Unsecured
Debt

KGEE
Mortgage
Bond Rating

BB.Baa3

BBBal

BBB
:Baa3

BBS-

BB+

BB .-

In general, less favorable credit ratings make debt financing more
costly and more difficult to obtain on terms that are economically
favorable to us. Westar Energy and KGE have credit rating conditions under our revolving credit agreement and in the agreements
governing the sale of our accounts receivable discussed in Note 4
of the Notes to Consolidated Financial Statements, "Accounts
Receivable Sales Program,"that affect the cost of borrowing but do
not trigger a default. We may enter into new credit agreements that
contain credit conditions, which could affect our liquidity and/or
our borrowing costs.
Capital Structure
At December 31, 2005 and 2004, our capital structure consisted of
45% common equity, 1% preferred stock and 54% long-term debt.
OFF-BALANCE SHEET ARRANGEMENTS
At December 31, 2005, we did not have any off-balance sheet
financing arrangements, other than our accounts receivable sales
program and operating leases entered into in the ordinary course
of business.
Accounts Receivable Sales Program
Under a revolving accounts receivable sales program, we can
currently sell up to $125.0 million of our accounts receivable. For
additional detail, see Note 4 of the Notes to Consolidated Financial
Statements, "Accounts Receivable Sales Program."
CONTRACTUAL OBUGATIONS AND
COMMERCIAL COMMITMENTS
In the course of our business activities, we enter into a variety of
obligations and commercial commitments. Some of these result in
direct obligations reflected on our consolidated balance sheets
while others are commitments, some firm and some based on
uncertainties, not reflected in our underlying consolidated
financial statements. The obligations listed below do not include
amounts for on-going needs for which no contractual obligations
existed at December 31, 2005. We may from time to time enter into
new contracts to replace contracts that expire.
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Contractual Cash Obligations
The following table summarizes the projected future cash payments
for our contractual obligations existing at December 31, 2005.
Total

2006(c)

2007-2008

2009-2010

Thereafter

$145,078

$1,417,912

152,216

1,078,820

.(in Thousands)

Long-term debt(a)....
Interest on long-term
debt() ..........

$1,662,990 $100,000
1,477,964

84,376

$

162,552

Adjusted long-term

debt... ......
WolfCreek pension
benefit funding
obligations(c ..
Capital leases(41 .....
Operating leases (e)...
Fossil fuel# ..........
Nuclear fuel W.......

3,140,954

184,376

162,552

297,294

6,000
23,378
579,986
1,524,945
147,453

6,000
5,845
44,637
209,548
24,902

8,829
74,055
369,938
19,595

5,071
79,302
297,761
15,398

36,759

32,210

4,534

15

11,227

10,827

2,496,732

-

-

3,633
381,992
647,698
87,558

Unconditional purchase

obligations .......
Miscellaneous

t

'ý ,

obligations (h)
Total contractual
obligations, induding
* adjusted long-term
debt ............

$5,470,702 ,$518,345

I

,

t"

400

$639,903

1;

-

$694,841

-

$3,617,613

W"See Note 10 of the Notes to ConsolidatedFinancial Statements, 'Long-Term
Debt,"Jfr individual long-term debt maturities.
(b)we calculate intereston ourvariablerate debt based on the effOctive interestrate
at December 31, 2005.

(dPension benefit funding obligations represent only the minimum funding
requirements under the Employee Retirement Income Securities Act of 1974.
Minimum funding requirementsfor future periods are not yet known. Our
funding policy is to contributeamounts sufficient to meet the minimum funding
requirements plus additionalamounts as deemedfiscally appropriate;therefore,
actualcontributionsmay derfrom epected contributions.See.Notes12and 13

of the Notes to ConsolidatedFinancialStatements, -Enployee )eiiefit
Plans"and
"WolfCreek Employee Benefit Plans,"foradditionalinfonnation regadingpenss
(d)Includes principal and interest on capital leases.
(•CIncludes the La Cygne unit 2 lease, office space, operatingfucilities, office

equipment,operatingequipmentandother miscellaneous commitments.
(0Coal andnaturalgas commodity and transportationcontracs.
:
vi Uranium concentrates, conversion, enrichment,fabricationand 'spentnuclear
fuel disposal.

(h)We have an obligation to pay rebates of $10.0 million to customers in 2006.
Other'miscellaneousobligationsare also included in this line item. .....

Commercial Commitments
Our commercial commitments existing at December,3, 2005
consist of outstanding letters of credit that expire in 2006,.The
letters of credit are comprised of $38.8 million related to our energy
marketing'and trading activities, $4.3 million related to worker's
compensation and $5.3 million related to other operating activities
for a total outstanding balance of $48.4 million.
OTHER INFORMATION
Agreement to Purchase Electric Generation Facility
On October 21, 2005, we entered into an agreement to purchase a
300 MW electric generation facility from ONEOK Energy Services
Company, L.P. for $53.0 million. The agreement also requires us to
assume a capacity sale agreement with the Oklahoma Municipal
Power Authority for 75 MW through 2015. The, transaction is
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subject to a number of conditions, including FERC approval. We

expect the transaction to close in 2006.
Sale of Utility Assets
In August 2003, we sold a portion of our transmission and
distribution assets and rights to provide service to approximately
10,000 customers in an area of central Kansas. Total sales proceeds
received were $33.3 million and we realized a gain of $11.9 million.
Payment of Rebates
On July 25, 2003, the KCC issued an order approving a Stipulation
and Agreement, the principal terms of which included a requirement for us to pay customer rebates of $10.5 million on May 1,
2005 and $10.0 million on January 1,2006. The first rebate appeared
as credits on customers'billing statements in May and June of 2005.
The second rebate appeared as credits on customers' billing
statements in January 6f 2006.
impact of Regulatory Accounting
We currently apply accounting standards that recognize the
economic effecs of rate regulation and record regulatory assets
and liabilities related to our electric utility operations. If we
determine that we no longer meet the criteria of SFAS No. 71, we
may have a material non-cash charge to earnings.
At December 31, 2005, we had recorded regulatory assets currently
subject to recovery in future rates of approximately $437.5 million
and regulatory liabilities of $162.5 million as discussed in greater
detail in Note 2 of the Notes to Consolidated Financial Statements,
"Summary of Significant Accounting Policies - Regulatory
Accounting." We believe that it is probable that our regulatory
assets will be recovered in the future.
Asset Retirement Obligations
In accordance with SFAS No. 143, adopted January 2003, and
FIN 47, adopted December 31, 2005, we have recognized legal
obligations associated with the disposal of long-lived assets that
result from the acquisition, construction, development or normal
operation of such assets.' Concurrent with the recognition of the
liability, the estimated cost of an asset retirement obligation is
capitalized and depreciated over the remaining life of the asset.
Legal Liability On January 1, 2003, we recognized the liability for our 47% share of
the estimated cost to decommission Wolf Creek. SFAS No. 143
requires the recognition of the fair value of the asset retirement
obligation we incurred at the time Wolf Creek was placed into
service in 1985. On January 1, 2003, we recorded an asset retirement
obligation of $74.7 million. In addition, we increased our property
and equipment balance, net of accumulated depreciation, by
$10.7 million.
During 2005 we updated our nuclear decommissioning and
dismantlement study Based on the results of the 2005 study, we
have revised our estimate of our Wolf Creek asset retirement
obligation. Accordingly, in 2005 we increased our asset retirement
liability $14.6 million. Costs to retire Wolf Creek are currently being
recovered through rates as provided by the KCC.
During 2005 we determined that we have conditional asset
retirement obligations that are within the scope of FIN 47. The
conditional 'asset retirement obligations include disposal of
asbestos insulating material at our power plants, remediation of
ash disposal ponds and the disposal of polychlorinated biphenyl
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(PCB) contaminated oil.As of December 31,2005, we recorded an
asset retirement obligation of approximately $21.2 million pursuant
to the requirements of FIN 47 based on the fair value of these
disposal obligations.
The amount of the retirement obligationrelated to asbestos disposal
was recorded ýas of, 1990, the •date when the. Environmental
Protection Agency published the "National Emission Standards for
Hazardous Air Pollutants: Asbestos NESHAP Revision; Final Rule."
We also capitalized the retirement obligation as an increase to'the
asset's carrying value.The amount of the asset retirement obligation
related to asbestos disposal was $9.3 million at December 31,2005.
by the state' of KanSas, ashandfills at
permitted
e, as
e~ of our
plants.We have determined that the closure of
power
several
an asset
r~cognizedobligation
have retirement
FIN 47.Accordingly,-we
by represents
defined
as
a conditional asset
facilities
these
retirement obligation for the ash landfills. The liability was
determined based upon the date each landfill was originally placed
in service. The amount of the asset retirement obligaption related
to remediation of ash disposal ponds was $10.9 million at
I
December31,2005.,,
PCB contaminates ar' contained within companye eet•ical
equipment, primarily :transformer•s.1 We have determined that 'the
disposal of PCB-contanminated equipment represents a conditional
asset retirement obligation as defined by FIN 47. Accordingly, Iwe
have -recognized an asset retirement, obligation for the. PCBcontaminated equipment. The liability was determined based upon
the PCB regulations that originally became :effective in 1978. The
amount of the asset retirement obligation related to the disposal of
PCB contaminated oil was $1.0 million at December 31, 2005.
For additional information on our legal asset retirement obligations,
see Note 15 of the Notes to Consolidated Financial Statements,
"Asset Retirement Obligations."
Non-Legal Uability-- Cost of Removal
We recover in rates, as a component of depreciation, the costs to
dispose of utility plant assets that do not represeMit legal retirement
obligations. At December 31, 2005 and 2004; ,Westar Energy had
incurred, but had not recovered, $0.3 million and $1.3 million,
respectively, in removal costs, which were classified as a regulatory
asset. At December 31, 2005 and 2004, KGE had $6.9 million and
$2.6 million, respectively, in amounts collected, but unspent, for
removal costs classified as a regulatory liability. The net amount
related to non-legal retirement costs can fluctuate based on
amounts recovered in rates compared to removal costs incurred.
Guardian International Preferred Stock
On March 6, 2006, Guardian International, Inc. (Guardian) was
acquired by Devcon International Corporation in a merger. In connection with this merger, we received approximately $23.2 million
for 15,214 shares of Guardian Series D preferred stock and 8,000
shares of Guardian Series E preferred stock held of record by us.We
beneficially owned 354.4 shares of the Guardian Series D preferred
stock and 312.9 shares of the Guardian Series E preferred stock. We
will record a gain in 2006 of approximately $0.3 million as a result
of the payment for these shares. Certain current and former officers
býneficially owned'the remaining shares. Of these shares, 14,094
shares of Guardian Series D preferred stock and 7,276 shares of
30 Guardian Series E preferred stock' were 'beneficially owned by
Mr.'Wittig and Mr. Lake. The ownership of the shies.beneficially
owned by Mr. Wittig and Mr. Lake, as well as related dividends;
is disputed and is the subject of the arbitration proceeding with

Mr. Wittig and Mr. Lake discussed inNbte 6loftthe Not&stI
Consolidated Financial Statements, "Legal Proceedings." These
shares were also part of the.property forfeited by Mr. Wittig and
Mr. Lake in the criminal proceeding discussed in Note 18 of the
Notes to ConolidatedFmanciaIStatements,"Fbtential Liabilities
to David C. Wittig and Douglas T. Lake." As a result of this
.
transaction, we no longer holdany Guardian tecurities.
i
New Accounting Pronouncements
FASB issued SFAS
2004,
December
In
Payment:
Share-Based
No. 123R1 'Share-Based Payment.''- SFAS No. 123R requires
companies to recognize as compensation expense the grant-date
fair value of stock options and other equity-based compensation
issued to employees. We implemented the provisions of the
statement on January 1, 2006. We currently use RSUs fofr tockbased awards granted to employees. Given the characteristics of
our stock-based compensation program, We do not expect Ithd
adoption of SPAS No. 123R to materially impact our consolidated
results of operations.
Accounting Changes and Error Corrections: On May 30, 2005,
the FASB issued SFAS No. 154, "Accounting Changes and Error
Corrections - Replacement of APB 20 and SFAS No.I 3," which
changes the requirements for the accounting and reporting of a
change in accounting principle. SFAS No. 154 applieS' to all
voluntary .canges in.accounting principle as well as to cha;ges
required by•ainaccountingpronouncement that does-iioTinclude
specific transition provisions. For most accounting changes and
error corrections, SFAS No. 154 requires retrospective application,
under which the new accounting principle is applied as of the
beginning of the firstperiod presented as if.that principle-had
always been used. SFAS No. 154 is effective for accounting changes
and corrections of errors made beginning January 1, 2006.
ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES
ABOUT MARKET RISK
Hedging Activity
We, may use derivative, financial and physical instruments to
economically hedge the price of a portion of our anticipated fossil
fuel needs. At the time we enter into these transactions, we are
unable to determine what the value will be when the agreements
are actually settled.
In an effort to mitigate market risk associatedwith fuel and e'nergy
prices, we may use economic hedging arrangements to reduce our
exposure to price changes. Our future exposure to changes in
prices will be dependent on the market prince an'aihe extent and
effectiveness ofany economic hedging arrangerments into'which
we enter&
'

See Note 5 of the Notes to Consolidated, Financial Statements,

"Financial Instruments, Energy Marketing and Risk Management

- Derivative Instruments, and, Hedge 'Accounting7- Hedging
Activities,"for detailed information regarding hedging relationships
and an interest rate swap we entered into during the third quarter
of 2W1.">'
'

Market price Risks" -

Our economic hedging and trading

it

o

i,

incding commo0dity-price risk, interest rate risk anddcredit risk.
Commdityprice risk is the risk that chinges in commodity prices

may impact the price at which we are'able to buy and sell electricity
and purchase fuels for our generating units. W6 believe we will
continue to experience volatility in the prices for these commodities.

2005

Interest rate risk represents the risk' of loss' associated with
movements in market interest rates'. Inthebfuture, we may use
swaps or other financial instruments to manage interest rate risk...
Credit risk represents the risk of loss resulting from non-performance
by a counterparty of its contractual obligations. We have exposure
to credit risk and counterparty~default risk with our retail, wholesale
and energy marketing activities. We 'maintain'credit policies
intended to reduce overall credit risk. We employ additional credit
risk control mechanisms that we believe are appropriate, such as
letters of credit, parental guarantees and master netting agreements
with counterparties that allow for offsetting exposures. Results
actually achieved from economic hedging and trading activities
could vary materially from intended results and could materially
affect our consolidated financial results depending on the success of
our credit risk management efforts.
Commodity Price Exposure
We may engage in both financial and physical trading to manage
our commodity price risk. We trade electricity, coal, natural gas and
oil. We use a variety of financial instruments, including forward
contracts, options and swaps; and we trade energy commodity
contracts. We may also use economic hedging techniques to
manage overall fuel expenditures. We procure physical products
under forward agreements and spot market transactions.
We are involved in trading activities to reduce risk from market
fluctuations, enhance system reliability and increase profits. Net
open positions exist, or are established, due to the origination of new
transactions and our assessment of, and response to, changing
market conditions. To the extent we have open positions, we are
exposed to the risk that changing market prices could have a
material, adverse impact on our consolidated financial position or
results of operations. Our risk of loss, in the form of increased costs,
from market price changes in fuel is'mitigated through the RECA,
which provides for inclusion of most fuel costs in retail rates.
We'manage and measure the market price risk exposure of our
trading portfolio using a Variance/covariance value-at-risk (VaR)
model. The VaR model is designed to measure the predicted
maximum one-day loss at a 95% confidence level. In addition to
VaR, we employ additional risk control processes such as stress
testing, daily loss limits, credit limits and position limits, We expect
to use simnilar control processes in 2006.
The use of the VaR method requires assumptions, including the
selection of a confidence level for potential losses and the
estimated holding period. We are also exposed to the risk that we
value and mark illiquid prices incorrectly. We express VaR as a
potential dollar loss based on a 95% confidence level using a oneday holding period. The calculation includes derivative commodity
instruments used for both trading and risk management purposes.
TheVaR amounts for 2005 and 2004 were as follows.
2005

2004
(InThousands)

High ..........................................
Low .................. .......................

Average ........................................

$12,480
522

$2,891
713

3,441

1,321

We have considered a number of risks and costs associated with the
future contractual commitments included in our energy portfolio.
These risks include credit risks associated with the financial
condition of counterparties, product location (basis) differentials and
other risks. Declines in the creditworthiness of our counterparties
could have a material adverse impact on our overall exposure to
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credit risk. We maintain credit policies' With :regard to our
counterparties.that we believe are effective in managing overall
credit risk. There can be no assurance that the employment of VaR,
or other risk management tools we employ, wll eliminate the
possibility of a loss.
We are also exposed to commodity price changes outside of trading
activities. We use derivative contracts for non-trading purposes and
a mix of various fuel types primarily to reduce exposure relative to
the volatility of market and commodity prices. The wholesale
power market is extremely volatile in price and supply. This
volatility impacts our costs of power purchased and out participation in energy trades. If we were unable to generate an adequate
supply of electricity for our customers, we would purchase power
in the wholesale market to the extent it is available, subject to
possible transmission constraints, and/or implement curtailment
or interruption procedures as permitted in our tariffs and terms
and conditions of service. The loss of revenues associated with this
could be material and adverse to our consolidated results of
operations and financial condition.
Additional factors that affect our commodity price exposure are the
quantity and availability of fuel used for generation and the quantity
of electricity customers consume. Quantities of fossil fuel used for
generation vary from year to year based on availability, price and
deliverability of a given fuel type as well as planned and scheduled
outages at our facilities that use fossil fuels and the nuclear
refueling schedule. Our customers'electricity usage could also vary
from year to year based on the weather or other factors.
Interest Rate Exposure
We have entered into various fixed andvariable rate debt
obligations. For details, see Note 10 of the Notes to Consolidated
Financial Statements, "Long-Term Debt."Sensitilyty to changes in
interest rates for variable rate debt and current niaturities of fixed
rate debt is computed by assuming a 100 basis point change in the
current interest rate applicable to such debt over the remaining
time the debt is outstanding.
We had approximately $321.9 million of -variable rate debt and
current maturities of fixed rate debt at December 31, 2005. A
100 basis point change in interest ratesl applicable to this debt
would impact operating income on an annualized basis by approximately $2.3 million.
Security Price Risk
We maintain trust funds, as required by the NRC and Kansas state
laws, to fund certain costs of nuclear plant decommissioning. As of
December 31,2005, these funds were comprised of 66% domestic
equity securities, 24% debt securities and 10% cash and cash
equivalents. The fair value of these funds was $100.8 million as of
December 31, 2005 and $91.1 million as of December 31, 2004. By
maintaining a portfolio that includes long-term equity investments,
we seek to maximize the returns to be utilized to fund nuclear
decommissioning costs within acceptable parameters of risk.
However, the equity securities included in the portfolio are
exposed to price fluctuations in equity markets and the fixed-rate,
fixed-income securities are exposed to changes in interest rates. We
actively monitor the portfolio by benchmarking the performance
of the investments against certain indices and by maintaining and
periodically reviewing established target allocation percentages of
the assets of the trusts to various investment options. Our exposure
to equity price market risk is, in large part, mitigated, due to the
fact that we are currently allowed to recover decommissioning
costs in our electric rates, which would include unfavorable
investment results.
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ITEM 8. FINANCIAL STATEMENTS AND
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INTERNAL CONTROL OVER FINANCIAL REPORTING
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We are responsible for establishing and maintaining adequate
internal control over financial reporting. Internal control over
financial reporting is defined in Rules 13a-15(f) promulgated
under the Securities Exchange Act of 1934 as a process designed
b, or under the supervision of the company's principal executive
and principal financial officers and effected by the company's
board of directors, management and other personnel, to provide
reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes
in accordance with generally accepted accounting principles and
includes those policies and procedures that:
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" Pertain to the maintenance of records that in reasonable detail,
accurately and fairly reflect the transactions and dispositions of
the assets of the company;
" Provide reasonable assurance that transactions are. recorded as
necessary to permit preparation, of financial statements in
accordance with generally accepted accounting principles, and
that receipts and expenditures of the company are being made
only in accordance with authorizations of management and
directors of the company; and
mProvide reasonable assurance regarding prevention or timely
detection of unauthorized acquisition, use or disposition of the
company's assets that could have a material effect on the
financial statements.
Because of its inherent limitations, internal control over financial
reporting may not prevent or detect misstatements. Projections of
any evaluation of effectiveness to future periods are subject to the
risk that controls may become inadequate because of changes in
conditions, or that the degree of compliance with the policies or
procedures may deteriorate.
We assessed the effectiveness of our internal control over financial
reporting at December 31, 2005. In making this assessment, we
used the criteria set forth by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO) in Internal
Control-Integrated Framework. Based on the assessment, we
believe that, at December 31,2005, our internal control over financial
reporting is effective based on those criteria. Our independent
registered public accounting firm has issued an audit report on our
assessment of our internal control over financial reporting.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and
Shareholders of Westar Energy, Inc.
Topeka, Kansas
We have audited management's assessment, included in the
accompanying Management's Report on Internal Control over
Financial Reporting, that Westar Energy, Inc. and subsidiaries (the
"Company") maintained effective internal control over financial
reporting as of December 31, 2005, based on criteria established in
Internal Control - IntegratedFrameworkissued by the Committee of
Sponsoring Organizations of the Treadway Commission. The
Company's management is responsible for maintaining effective
internal control over financial reporting and for its assessment of
the effectiveness of internal control over financial reporting. Our
responsibility is to express an opinion on management's assessment and an opinion on the effectiveness of the Company's internal
control over financial reporting based on our audit.
We conducted our audit in accordance with the standards of the
Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether effective internal
control over financial reporting was maintained in all material
respects. Our audit included obtaining an understanding of
internal control over financial reporting evaluating management's
assessment, testing and evaluating the design and operating
effectiveness of internal control, and performing such :other
procedures as we considered necessary in the circumstances. We
believe that our audit provides a reasonable basis for our'opinions.
A company's internal control over financial reporting is a process
designed by, or under the supervision of, the company's principal
executive and principal financial officers, or persons performing
similar functions, and effected by the company's board of directors,
management, and other personnel to provide reasonable assurance
regarding the reliability of financial reporting and the preparation
of financial statements for external purposes in accordance with
generally accepted accounting principles. A company's internal
control over financial reporting includes those policies and
procedures that (1) pertain to the maintenance of records that, in
reasonable detail, accurately and fairly reflect the transactions and
dispositions of the assets of the company; (2) provide reasonable
assurance that transactions are recorded as necessary to permit
preparation of financial statements in accordance with generally
accepted accounting principles, and that receipts and expenditures

of the company are being made only in accordance with authorizations of management and directors of the company, and (3) provide
reasonable assurance regarding prevention or timely detection of
unauthorized acquisition, use, or disposition of the company's assets
that could have a material effect on the financial statements.
Because of the inherent limitations of internal control over financial
reporting including the possibility ofcollusion or improper management override of controls, material misstatements due to error or
fraud may not be prevented or detected on a timely basis. Also,
projections of any evaluation of the effectiveness of the internal
control over financial reporting to future periods are subject to the
risk that the controls may become inadequate because of changes
in conditions, or that the degree of compliance with the policies or
procedures may deteriorate.
In our opinion, management's assessment that the Company
maintained effective internal control over financial reporting as of
December 31, 2005, is fairly stated, in all material respects, based
on the criteria established in InternalControl- IntegratedFramework
issued by the Committee of Sponsoring Organizations of the
Treadway Commission. Also in our opinion, the Company maintained, in all material respects, effective internal control over financial
reporting as of December 31, 2005, based on the criteria established
in InternalControl-- IntegratedFrameworkissued by the Committee
of Sponsoring Organizations of the Treadway Commission.,
We have also audited, in accordance with the standards of the Public
Company Accounting Oversight Board (United States), the
consolidated financial statements and financial statement schedule
as of and for the year ended December 31, 2005 of the Company
and our report dated March 10, 2006 expressed an unqualified
opinion on those financial statements and financial statement
schedule and included an explanatory paragraph regarding
revisions made to the consolidated statements of cash flows for the
years ended December 31,2004 and 2003.
/s/ Deloitte &Touche LLP

Kansas City, Missouri
March 10, 2006
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To the Board of Directors and
Shareholders of Westar Energy Inc.
Topeka, Kansas
We have audited the accompanying consolidated balance sheets of
Westar Energy, Inc. and subsidiaries (the "Company") as of
December 31, 2005 and.2004, and the :related consolidated
statements of income, comprehensive income, shareholders'
equity, and cash flows for each of the three years in the period
ended December 31, 2005. Our audits also included the financial
statement schedule listed in the Indexiat Item 15. These financial
statements and financial statemient schedule are the responsibility
of the Company's management. Our responsibility is to express an
opinion on these financial statements and financial statement
schedule based on our audits.

of America. Also, in our opinion, such financial statement schedule,
when considered in relation to the basic consolidated financial
statements taken as a whole, presents fairly, in all material respects,
the information set forth therein.

We conducted our audits in accordance with the standards of the
Public CompanyAccounting Oversight Board (United States).
Those standards require that we plan and perform the ,audit to
obtain reasonable assurance about whether the financial statements
are free of mate6r misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disdosures in the
financial statemenits. An audit also includes assessing the acc6uting principles used and significant estimatis made by management,
as well as evaluating the overall financial sthtement pr nation. We

We have also audited, in accordance with the standards of the
Public Company Accounting;OversightBoard (United States), the
effectiveness, of the Company's.internal control over financial

believe thatofir audits provide a reasonable basis for our opinion.
In our opinion, such consolidated financial statements present
fairly, in all material respects, the financial position of Westar
Energy, Inc. and subsidiaries as of December 31, 2005 and 2004,
and the results of their operations and their cash flows for each of the
three years mn the period ended December 31, 2005, in conformity
with accounting principles generally accepted in the United States

In 2005, the ,Companychaged the presentationof its consolidated
statements of cash flows to presentseparate disclosure of te cash
flows, from opeiating, investing, and financing activities of
discontinued operations and other matters, as discussed in Note 2
and retioactively revised the consolidated statements of cash flows
for the years ended December 31 2004 and 2003, for'thlichange.

reporting as -of December 31, 2005, based on the ,criteria
established in rInternal Control - IntegratedFran

rrk: issue•d by

the Committee of0Sponisoing Organizations of thelTreadway
Commission and our, report dated March10, 2006 expressed an
unqualified opinion on management's assessment of the effectiveness of the Company'S internal controjlover financial reporting and
an unqualified opiniori on the effectiveness of the Company's
internal control over financial reporting.
/s/ Deloitte & Touche LLP
Kansas City, Missouri
March 10, 2006
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WESTAR ENERGY, INC. CONSOLIDATED BALANCE SHEETS

As of December 31nds
(Dollars in Thousan ids)

2005

2004

ASSETS
CURRENT ASSETS:

Cash and cash equivalents ..............................................................
'Restricted cash ..........
............
.....
....................................
Accounts receivable, net ............
.......
.....................................
•Inventories and supplies, net
.........
-Energy marketing contracts .............................................
Tax receivable ............
-..
..............
V..... ..........................
. .
D eferred tax assets .......................
......................................

Prepaid expenses...................

..................................

*Regulatory assets ...............................
......................................
Other
.................................................................
Total Current Assets ....................................................
..
PROPERTY, PLANT AND EQUIPMENT, NET .................................................
OTHER ASSETS:
Restricted cash ............
.
..
........
Regulatory assets.
. ............
Nuclear decommissioning trust.. . . .
.
Energy marketing contracts t.......
........
Other .............................
•
Total O ther Assets .......................
.
TOTAL ASSETS ...............................

....................................
...............................
.................................
......................................
.-.................

.....

.........................................

UABIUTIES AND SHAREHOLDERS' EQUITY
CURRENT LIABILITIES:
Current maturities of long-term debt............ .......................................
.Ateoints payable .
........................................................
Accrued taxes
.............................................................
Energy marketing contracts ............................................................
Accrued interest .................
...............................
..........
Deferred tax liabilities ................
. ................................
Regulatory liabilities ...............
•Other .......................
Total Current Liabilities .............
......................................
LONG-TERM UABIUTIES:
Long-term debt, net
.....................
Deferred income taxes...........................................
Unamortized investment tax credits ................
..
....
.....
Deferred gain from sale-leaseback
.............................................
Accrued employee benefits ............................................................
Asset retirem ent obligation ............................................................
Energy marketing contracts ............................................................
Regulatory liabilities ..................................................................
Other...........................................................
Total Long-Term Liabilities ..........................................................
COMMITMENTS AND CONTINGENCIES (see Notes 14 and 16)
SHAREHOLDERS' EQUITY:
Cumulative preferred stock, par value $100 per share; authorized 600,000 shares;
issued and outstanding 214,363 shares ................................................
Common stock, par value $5 per share; authorized 150,000,000 shares;
issued 86,835,371 shares and 86,029,721 shares, respectively .............................
Paid-in capital.....................................................
Unearned compensation ..............................................................
Retained earnings ....................................................................
Accumulated other comprehensive (loss) income, net ......................................
Total Shareholders'Equity ..........................................................
TOTAL UABIUTIES AND SHAREHOLDERS' EQUITY ..............................................

$

38,539
2,430
124,711
101,818
55,948
1,565
19,211
30,452
39,300
61,646
475,620

$

24,611
2,256
92,532
124,563
23,155
90,845

29,179,

4

16,137
21,580
424,858

3,947,732

3,910,987

25,014
398,198
100,803
75,698
187,004

27,408
349,458
91,095
- 4,904
192,434

..

.

786,717
$5,210,069

60,299
$5,001,144

$ 100,000
109,807
100,568
11,710

$

65,000:
105,593
97,8741
20,431

36,609

30,506

-50,970
140,403

2,163
1,553
99,170

550,067

422,290

1,562,990
911,135
... 65,558
130,513 •138,981
158,418
129,888
2,007
111,523
150,531
3,222,563

21436
434,177
923,083
(10,257)
109,987
(40,987)
1,437,439
$5,210,069

The accompanying notes are an integralpart of these consolidatedfinancialstatements.

1,639,901
917,706
68,957
120,152
87,118
1,547
29,466
165,704
3,169,532

21,436
430,149
912,932
(10,361)
55,053
113
1,409,322
$5,001,144
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WESTAR ENERGY, INC. CONSOLIDATED STATEMENTS OF INCOME
Year Ended December 31,
(Dollars in Thousands, Except Per Share Amounts)

2005

$1,464,489

$1,583,278

SA LES ...........................................................

OPERATING EXPENSES:
Fuel and purchased power.
.........
.
Operating and maintenance
............................
Depreciation and amortization ..........................
Selling general and administrative
........................
Total Operating Expenses ............................
INCOME FROM OPERATIONS. .......................................
OTHER INCOME (EXPENSE): "
.........
'Investment earnings
Gain on sale of ONEOK, Inc. stock

2004

........
.......

528,229
437,741
150,520
166,060
1,282,550
300,728

.............
................

11,365
-

Loss on extinguishment of debt and settlement
of putable/callable notes ...............................
Other incom e ... . .
...................................
Other expense . ..........................

Total Other Income (Expense) .....
....................
Interest expense ....
....................................

3,733
109,080.
195,381
60,513

INCOME FROM CONTINUING OPERATIONS BEFORE INCOME TAXES ........

Income tax expense .......... ...................
..............
INCOME FROM CONTINUING OPERATIONS .........................

...

134,868
742
135,610
970

Results of discontinued operations, net of tax..........................
NET INCOM E ......................................................

Preferred dividends ................................................
EARNINGS AVAILABLE FOR COMMON STOCK ......................

$ 1,461,143

419,788
412,002
169,310'
173,498
1,174,598

390,312
371,372
167,236
160,825
1,089,745

289,891

371;398

16,746

38,505
99,327

(18,840)
2,756
(14,879)

(26,45)
2,854
6(1,590)

(14,217)
142,151
133.523
33,443
100,080
78,790
178,870
970

97,641
224,356
244,683
81,768

.-

9,948
(17,580)

.....
":
"...................

2003

162,915
(77,905)
85,010
968
84,042

$ 134,640

$

177,900

$

$

1.54
0.01

$

1.19
0.95

$

2.24
(1.08)

Basic earnings available .........................................
Diluted earnings available from continuing operations ...............
Discontinued operations, net of tax ...............................

$

1.55

$

2.14

$

1.16

$

1.53
0.01

$

1.19
0.94

$

2.20
(1.06)

Diluted earnings available

$

1.54

$

2.13

$

1.14

BASIC AND DILUTED EARNINGS PER AVERAGE
COMMON SHARE OUTSTANDING (see Note 2):
Basic earnings available from continuing operations .............
Discontinued operations, net of tax ...............................

.............................

Average equivalent common shares outstanding .......................

86,855,485

DIVIDENDS DECLARED PER COMMON SHARE ...........................

$

0.92

82,941,374

$

0.80
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72,428,728
$

0.76
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WESTAR ENERGY, INC. CONSOUDATED STATEMENTS OF COMPREHENSIVE INCOME
2004

2005

Year Ended December 31,

2003

(Dollars in Thousands)

NET INCOM E ...........................................
OTHER COMPREHENSIVE INCOME (LOSS):
Unrealized holding gain on marketable
securities arising during the period ..................
Reclassification adjustment for gain
included in net income ............................
Unrealized holding gain on cash flow hedges
arising during the period ...........................
Reclassification adjustment for gain
included in net income ............................
Minimum pension liability adjustment ..................
Other comprehensive (loss) income, before tax ........
Income tax benefit (expense) related to items
of other comprehensive income ...........
Other comprehensive (loss) income, net of tax ......
COMPREHENSIVE INCOME ................................

$178,870

$135,610

S

$

45
45

11

$ 85,010

$99,412
11

(99,310)

102

12,270
(4,543)
(68,321)
(68,276)

7,769
7,780

27,176
(41,100)
$ 94,510

(3,090)
4,690
$183,560

7,727
284
8,113
(3,188)
4,925

$ 89,935
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WESTAR ENERGY, INC. CONSOUDATED STATEMENTS OF CASH FLOWS

A

Year Ended December 31,

2005

2003
Revised,
(See Note 2)

2004

(Dollars in Thousands)

Revised

(See Note 2)
CASH FLOWS FROM (USED IN)OPERATING ACTIVmES:'
Net income
............................
.............
Adjustments to reconcile net income to net cash
provided by operating activities:
Discontinued operations, net of-tax .... ..............................
Depreciation and amortization .......................................
Amortization of nuclear fuel .....................
........
Amortization of deferred gain from sale-leaseback.
*..............
Amortization of corporate-owned life insurance .........................
Non-cash stock compensation .......................................
Net changes in energy marketing assets and liabilities ...................
Loss on extinguishment of debt and settlement of putable/callable notes ...
- N et changes in fair valueofcall option ....... ;;v... ......... ...........
Gain on sale of ONEOK, Inc. stock ........
......................
Accrued liability to certain former officers .............................
Gain on sale of utility plant and property ..............................
Net deferred income taxes and credits ....
..
...................
Changes in working capital items, net of acquisiti6ns'and dispositions:
Accounts receivable, net ......................................
InVentories and supplies .. ................
,c..'. .*..................
"Prepaid expenses and other .............
.
...................
Accounts payable ..................................................
Accrued taxes .....................................................
Other current liabilities .............................................
Changes in other, assets ...............................................
Changes in other, liabilities ............................................
Cash flows from operating activities ...............................

(742)
150,520
... 13,315
(8,469)... 16,265
3,219
5,799

*

k78,870

$.

(78,790)
169,310
14,221
.(11,828)
12,622_
-7,916

S

.4€,~83

2,018

(32,179)
22,745
(65,635)
6,929
91,938
(20,876)
20,374
(12,492)
353,891

'(11;561),

(212,814)
(372,426)
367,570
(19,346)
10,997
-

(197,149)
(313,241)
309,105
(19,658)
81,670
26,640
8,604
11,219
2
16,548
(76,260)

.10,368 i:

(35,114)
6,439
43,463
(5,907)
12,846
6,880
345,624

13,990
(212,029)

CASH FLOWS FROM (USED IN)FINANCING ACTIVITIES:
Short-term debt, net ..................................................
Proceeds from long-term debt ..........................................
Retirements of long-term debt ..........................................
Funds in trust for debt repayments ......................................
Purchase of call option investment ......................................
Repayment of capital leases ............................................
Borrowings against cash surrender value of corporate-owned life insurance ....
Repayment of borrowings against cash surrender
value of corporate-owned life insurance ...............................
Issuance of common stock, net .........................................
Cash dividends paid ..................................................
Reissuance of treasury stock ............................................
Cash flows used in financing activities .............................

-

642,807
(741,847)
(4,898)
58,039

' '
S-A :

(32,031)
8,607.'
6,426
6,072
81,135
(84,793)

1,783
(7,066)
148,540
(163,314)
(235,890)
228,737
(19,599)
33,303
801,841
438
9,893
655,409
(963,330)
145,182
(65,785)
(5,138)
58,818

(444)
245,130
(56,189)
1,927
(323,165)

(419)
(57,726)
7,260
(881,138)

2,265
(3,412)
-(1,147)
(54,948)

82,384
(28,882)
(9,803)
43,699
(33,490)

(127,934)

-

13,928
24,611
38,539

, (11,912)
(100,275)

(1,000)
623,301
(1,188,081)
78
(4,977)
57,090

(13,026)
5,584
(74,593)

$

* (99,327)
1,205

8,384
_,(503);.
(5,215) .

25,552

',01O

77,905
167,236
12,410
(11,828)
14,320
:6,885
(1,855)
26,455
'2,178

18,840

CASH FLOWS FROM (USED IN)INVESTING ACTIVmES:
Additions to property, plant and equipment ..............................
Purchase of securities within the nuclear decommissioning trust fund .........
Sale of securities within the nuclear decommissioning trust fund .............
Investment in corporate-owned life insurance .............................
Proceeds from investment in corporate-owned life insurance ................
Proceeds from sale of Protection One, Inc.................................
Proceeds from sale of Protection One, Inc. bonds ..........................
Proceeds from sale of plant and property .................................
Proceeds from sale of international investment ............................
Proceeds from sale of ONEOK, Inc. stock ................................
Issuance of officer loans and interest, net of payments ......................
Proceeds from other investments .......................................
Cash flows (used in) from investing activities ........................

CASH FLOWS FROM (USED IN)DISCONTINUED OPERATIONS:
Cash flows from operating activities .....................................
Cash flows used in investing activities ...................................
Cash flows used in financing activities ...................................
Net cash (used in) from discontinued operations .....................
38
NET INCREASE (DECREASE) INCASH AND CASH EQUIVALENTS ...................
CASH AND CASH EQUIVALENTS:
Beginning of period ...................................................
End of period ........................................................

$

$ 135,610

$

79,559
24,611

The accompanyingnotes are an integralpartof these consolidatedfinancial statements.

113,049
$ 79,559
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WESTAR ENERGY, INC. CONSOUDATED STATEMENTS OF SHAREHOLDERS' EQUITY
2005

Year Ended December 31,

Shares

2004
Amount

Shares

2003
Amount

Amount

Shares

(Dollars inThousands)
Cumulative preferred stock ..................
Common stock:
Beginning balance .......................
Issuance of common stock ...................
Endin balance.........................

214,363

$ 21A,36

214,363

8E~,029,721
805,650

430,149
4,028
434,177

72,840,217
13,189,504
86,029,721

8

Paid-in capital:
Beginning balance .......................
Preferred dividends, net of retirements........
Issuance of common stock, net...........
Dividends on common stock .............
Issuance of treasury stock ....................
Grant of restricted stock .....................
Stock compensation .......................
Ending balance ............................
Unearned compensation:
Beginning balance ..........................
Grant of restricted stock .....................
Amortization of restricted stock ...............
Forfeited restricted stock ....................
Ending balance ............................

~,835,371.

912,932

21,436

214,363

$ 21,436

364,201
65,948
430,149

72,840,217

364,201

72,840,217

364,201
825,744
728

2,986
(6,006)
923,083

776,754
653
192,337
(46,473)
1,230
1,417
(12,986)
912,932

776,754

(10,361)

(15,879)

(2,986)
3,019
71

(1,417)
6,838
97

(14,742)
(7,631)
6,494

(10,257)

(10,361)

(15,879)

(2)

(1,832)

2

438
1,392

13,171

Loans to officers:
Beginning balance ..........................
Issuance of officer loans and interest,
net of payments .........................
Reclass loans of former officers to other assets
Ending balance .....................
Retained earnings (accumulated deficit):
Beginning balance ..........................
Net income ................................
Preferred dividends, net of retirements ............
Dividends on common stock .................
Issuance of treasury stock ................
Ending balance ............................

$

(53,501)
671
7,631
(4,519)

(2)
(102,782)

55,053
135,610
(970)
(79,706)

(185,961)
85,010
(1,696)

178,870
(1,074)
(19,786)
(175)

(135)

55,053

109,987

(102,782)

klreasury stock:

Beginning balance ;.......

..........

Issuance of'treasury stockr.....'.....,

Ending balahce ........................
Accumilated other co0irprehensive (osS) income:
Beginning balance..
I......... I ......
Unrealized gain on marketable'securities,.
Unrealized gain on cash flow hedges
........
Minimum pension liability adjustment'......
Income tax benefit(expense). ........
....
Endng balance ..
"..
. .
Total Shareholodes Equity................

(203,575)
203,575

.-....

113

(2,391)
2,391

(1,333,264)
1,129,689
(203,575)

.(3,090)

$1,437,439

$1,409,322

7,769
113

16,313
(2,391)
(9,502)
102
7,727
284

(4,577)

45
(68,321)
27,176
(40,987)

(18,704)

' :

'(3,188)
(4,577)
$1,036,760

d...................

39

The accompanyingnotes are an integral part of these consolidatedfinancial statements.
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WESTAR ENERGY, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. DESCRIPTION OF BUSINESS
We are the largest electric utility in Kansas. Unless the context
otherwise indicates, all references in this Annual Report on Form
10-K to "the company" "we," "us," "our"and similar words are to
Westar Energy, Inc. and its consolidated subsidiaries. The term
"Westar Energy"refers to Westar Energy, Inc., a Kansas corporation
incorporated in 1924, alone and not together with its consolidated

subsidiaries.
We provide electric generation, transmission and distribution
services to approximately 660,000 customers in Kansas. Westar
Energy provides these services in central and northeastern Kansas,
including the cities of Topeka, Lawrence, Manhattan, Salina and
Hutchinson. Kansas Gas and Electric Company (KGE), Westar
Energy's wholly owned subsidiary, provides these services in soutlhcentral and southeastern Kansas, including the city of Wichita.
KGE owns a 47% interest in the Wolf Creek Generating Station
(Wolf Creek), a nuclear power plant located near Burlington,
Kansas. Both Westar Energy and KGE conduct business using the
name Westar Energy. Our corporate headquarters is located at 818
South Kansas Avenue, Topeka, Kansas 66612.
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Principles of Consolidation
We prepare our consolidated financial statements in accordance
with generally accepted accounting principles (GAAP) for the
United States of America. Our consolidated financial statements
include all operating divisions and majority owned subsidiaries for
which we maintain controlling interests. Common stock investments that are not majority owned are accounted for using the
equity method when our investment allows us the ability to exert
significant influence. Undivided interests in jointly-owned generation facilities are included on a proportionate basis. All material
intercompany accounts and transactions have been eliminated in
consolidation. In our opinion, all adjustments, consisting only of
normal recurring adjustments considered necessary for a fair
presentation of the financial statements, have been included.
Use of Management's Estimates
When we prepare our consolidated financial statements, we are
required to make estimates and assumptions that affect the
reported amounts of assets, liabilities, revenues and expenses, and
related disdosure of contingent assets and liabilities at the date of
our consolidated financial statements and the reported amounts of
revenues and expenses during the reporting period. We evaluate
our estimates on an on-going basis, including those related to bad
debts, inventories, valuation of commodity contracts, depreciation,
unbilled revenue, investments, valuation of our energy marketing
portfolio, intangible assets, income taxes, pension and other postretirement and post-employment benefits, our asset retirement
obligations including decommissioning ofWolf Creek, environmental issues, contingencies and litigation. Actual results may differ
from those estimates under different assumptions or conditions.
40

L
Regulatory:Accounting
We currently apply accounting standards for our regulated utility
operations that recognize the economic effects of rate regulation in
accordance with Statement of Financial Accounting Standards
(SFAS) No. 71, "Accounting for the Effects of Certain Types of
Regulation,"and, accordingly, have recorded regulatory assets and
liabilities when required by a regulatory order or based on
regulatory precedent.
Regulatoryassets represent incurred costs that have been deferred
because they are probable of future recovery in customer rates.
Regulatory liabilities represent probable obligations to make
refunds to customers for previous collections of costs that are not
likely to be incurred in the future. Regulatory assets and liabilities
reflected on our consolidated balance sheets are as follows.
As of December 31,

2005

2004
(inThousands)

Amounts due from customers for future income taxes, net
Debt reacquisition costs .......................
; ....
Deferred employee benefit costs .....................
Disallowed plant costs ..............................
2002 ice storm costs ................................
2005 ice storm costs ......
....................
Asset retirement obligations ...................
......
Depreciation .......
............
.
....
Property taxes ....................................

Wolf Creek outage ................................
Other regulatory assets ........... • .....

........
•' . .

Total regulatory assets .............................
Fuel supply contracts ...
..................
Nuclear decommissioning .......
...............
State Line purchased power .........................
Other regulatory liabilities ...........................
Total regulatory liabilities .......

.............

$166,632
103,563
- 4,160
16,929
19,389
30,878
18,686
49,894

$191,597
45,203
39,727
27,979
17,774

10,462

9,632

9,915
6,990,

6,467
4,620

$437,498
$117,668
. 16,048
8,109
20,668
$162,493

-

22,596

$365,595
$

-

13,745
-

17,274
$ 31,019

Below we summarize the nature and period of recovery for each of
the regulatory assets listed in the table above.

* Amounts due from customers for future income taxes, net: In
accordance with various rate orders, we have reduced rates to
reflect the tax benefits associated with certain tax deductions. We
believe it is probable that the net future increases in income taxes
payable will be recovered from customers when these temporary
tax benefits reverse. We have recorded a regulatory asset for
these amounts. We also have recorded a regulatory liability for
our obligation to reduce rates charged customers for deferred
taxes recovered from customers at corporate tax rates higher
than the current tax rates. The rate reduction will occur as the
temporary differences resulting in the excess deferred tax
liabilities reverse. The tax-related regulatory assets and liabilities
as well as unamortized investment tax credits are also temporary
differences for which deferred income taxes have been provided.
These items are measured by the expected cash flows to be
received or settled through future rates. The net regulatory asset
for these tax items is classified above as amounts due from
customers for future income taxes.
* Debt reacquisition costs: Includes costs incurred to reacquire
and refinance debt. Debt reacquisition costs are amortized over
the term of the new debt.

2005

* Deferred employee benefit costs: Deferred employee benefit
costs represent post-retirement and post-employment expenses
in excess of amounts paid that are to be recovered over a period
of five years.
U Disallowed plant costs: In 1985, the KCC disallowed certain
costs associated with the original construction of Wolf Creek. In
*r1987, the KCC authorized KGE to recover these costs in rates
over the useful life of Wolf Creek. See Note 3,"Rate Matters and
Regulation,"for additional information.
* 2002 ice storm costs: We accumulated and deferred for recovery
costs related to system restoration from an ice storm that
occurred in January 2002. We were authorized to accrue carrying
costs on this item. As allowed by the December 28, 2005 Kansas
Corporation Commission (KCC) Order, beginning in 2006
Westar Energy will recover $7.7 million over a three year period
and KGE will recover $11.7 million over a five year period. We
earn a return on this asset.
0 2005 ice storm costs: We accumulated and deferred for future
recovery costs related to system restoration from an ice storm
that occurred in January 2005. We were authorized to accrue
carrying costs on this item. As allowed bythe December 28,2005
KCC Order, beginning in 2006 Westar Energy will recover
$5.6 million over a three year period and KGE will recover
$25.3 million over a five year period.We earn a return on this asset.
a Asset retirement obligations: Represents amounts associated
with our asset retirement obligations as discussed in Note 15,
"Asset Retirement Obligations." We recover this item over the
life of the utility plant.
E Depreciation: Represents the difference between the KCC
allowed depreciation expense and the depreciation expense
recorded for financial statement purposes. The increase in the
depreciation regulatory asset is due primarily to recognizing
differences in depreciation from August 2001 to March 2002
pursuant to the December 28, 2005 KCC Order.We earn a return
on this asset. We recover this item over the life of the related
utility plant.
8 Property taxes: Represents unrecovered property taxes as
allowed by the KCC. We have a recovery period of one year on
this item.
• Wolf Creek outage: Represents maintenance costs incurred in

our most recent refueling outage. In accordance with regulatory
treatment, this amount is amortized to expense ratably over the
18-month period after the outage.
* Other regulatory assets: This includes various regulatory assets
that individually are relatively small in relation to the total
regulatory asset balance. Other regulatory assets have various

recovery periods, most of which range from one to five years.
Below we summarize the nature and period of amortization- for
each of the regulatory liabilities listed in the table above.
* Fuel supply contracts: Represents the non-cash net gain
position on fuel supply contracts that are marked-to-market in
accordance with the requirements of SFAS No. 133, "Accounting
for Derivative Instruments and Hedging Activities." This net
gain will flow back to customer through the terms of the RECA
as we take delivery under each contract.
* Nuclear decommissioning: Represents amounts received from
'customers to fund our legal obligation to decommission Wolf
Creek. We recover decommissioning costs in rates as provided
by the KCC. We have placed amounts recovered in a trust. See
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Note 15, "Asset Retirement Obligations,"for information regarding
our Nudear DecommissioningTrust Fund. The recovery period is
through the expiration of Wolf Creek's operating license in 2025.
* State Line purchased power: Represents amounts received
from customers in excess of costs incurred under Westar Energy's
purchased power agreement with Westar Generating, Inc., a
wholly owned subsidiary.
" Other regulatory liabilities: This includes various regulatory
liabilities that individually are relatively small in relation to the
total regulatory liability balance. Other regulatory liabilities will
be credited over various periods, most of which range from one

to five years.
Cash and Cash Equivalents
We consider highly liquid investments with maturities of three
months or less when purchased to be cash equivalents.
Restricted Cash
Restricted cash consists of cash irrevocably deposited in trust for a
prepaid capacity and transmission agreement, surety bonds and
power marketing contracts.
Inventories and Supplies
Inventories and supplies are stated at average cost.
Property, Plant and Equipment
Property, plant and equipment is stated at cost. For utility plant,
cost includes contracted services, direct labor and materials,
indirect charges for engineering and supervision, and an allowance
for funds used during construction (AFUDC). AFUDC represents
the cost of borrowed funds used to finance construction projects.
The AFUDC rate was 4.2% in 2005,3.8% in 2004 and 5.3% in 2003.
The cost of additions to utility plant and replacement units of
property is capitalized. AFUDC capitalized was $2.7 million in
2005, $1.8 million in 2004 and $1.5 million in 2003.
Maintenance costs and replacement of minor items of property
are charged to expense as incurred. Normally, when a unit of
depreciable property is retired, the original cost, less salvage value,
is charged to accumulated depreciation.
Depreciation
.
Utility plant is depreciated on a straight-line method at rates based
on the estimated remaining useful lives of the assets, which are
based on an average annual composite basis using group rates that
approximated 2.5% in 2005,2.6% in 2004 and 2.5% in 2003.
Depreciable lives of property, plant and equipment are as follows.
Fossil fuel generating facilities .....................
Nudear fuel generating facility .............
Transmission facilities ........
...........
Distribution facilities .

..........

Other ................................

...............
.

.......
........

..................

Years
6 to 68
38 to 40
28 to 67
19 to 57

.

5to 55

In its order on December 28,2005, the KCC approved a change in
our depreciation rates allowing for inclusion of net salvage costs,
which include the ultimate cost of dismantlement of plant
facilities. This change, along with other changes in estimated useful 41
lives, will result in an annual increase in the recovery of depreciation
expense of approximately $27.6 million.
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Nuclear Fuel
Our share of the cost of nuclear
fuel used in the process of
refinement, conversion, enrichment
arid fabrication is recorded as
an asset in property, plantand
equipment on our consolidated
balance sheets at original cost
and is amortized to fuel and
purchased power based on the quantity
of heat consumed 'during
the generation of electricity, as
measured in millions of British
thertnal units (MMBtu).The accumulated
aamortization of nuclear
fuel in the reactor' was $242 million
at December 31, 2005 and
$30.9 million at December31,2004.
Spent nuclear fuel charged to
fuel and purchased jpwer was $18.0
million in 2005, $19.3 million
in 2004 and $17.0 million in 2003.
Cash Surrender Value of Life InsuIrance
We recorded the following am`unts
related
life insurance policies in other long-termassets to corporate-owned
on our consolidated
balance sheets.
As of December
31,
Cash surrender value of policies ...................
Borrowings against policies .......................
Corporate-owned life insurance, net ............

2005

200
'(InThousands)

$1,014,198
(936,329)

$

77,869

$967,485
(891,320)
$ 76,165

Dilutive Shares

A
Basic earnings per share applicable
to equivalent common stock
are based on the weighted average
number of common shares
outstanding and shares issuable
in connection with ,ve-ted
restricted share units (RSU) during
the-period reported. Diluted
earnings per share include the effects
of potential issuances of
common' shares resulting from,
the assumed vesting of all
outstanding RSUs, the exercise of
all outstanding stock options
issued pursuant to the terms •of
our stock-based compensation
plans and the additional issuance
of shares under the employee
stock purchase plan (ESPP). We
discontinued the'ESPP effective
January 1, 2005. The dilutive effect
of
ESPP and our Istock-based compensationshares- issuable under the
plans iscomputed using
the treasury stock method.
The following table reconciles the
weighted average number of
equivalent common shares outstanding
used to compute basic and
diluted earnrings per share.,
Year Ended December 31,

2003

2004

DENOMINATOR FOR BASIC AND

2M.3

DILUTED EARN•NGS PER
SHARE:',

Denominator for basic earnings

per'sýare- weighted average

equivalent shares.'..
Income is recorded for increases in
I. I . .. . .. 86,855,485
cash
,82,941 ,374
72,428,728
Effect of dilutive securities: -, ,
proceeds. Interest incurred on amounts surrender value and death
, r ' ' : ý 1 ,- ý1 . -"
borrowed is offset against
Employee stock purchase plan sharem
policy income. Income recognized
-17j515
from death proceeds is highly
113,737
Employee stock options... ...... .
variable from period to period.
1,750
1,943
Death benefits recognized as
305
Restricted
share
units ..............
income on our consolidated statements
552,423,
680,216
924,978
of income approximated
Denominator
for diluted
$9.5 million in 2005, $2.0 million in
2004 and $1.8 million in 2003.
earnings per share -weighted
average shares ...............
Revenue Recognition
87,409,658 83,641,048 73,467,748
Energy Sales
Potentiallydilutive shares not
We reýognize revenues from retail
energy sales upon delivery to
included in the denominator
the customer and include an estimate
because t are antidilutive .........
for
energy
delivered
but
214,340
unbilled. Our estimate of revenue
217,375 ., .217,375
attributable to this unbilled
portion is based on the total energy
available for sale measured
Stock Based Compensation
against billed sales. At December
31, 2005, we had estimated
For purposes of the.pro forma
unbilled revenue of $42.1 million.
disclosures required'by:SFAS
No. 148, "Accounting for Stock Based
Compensation .' Transition
We account for energy marketing
and Disclosure," the estimated
derivative contracts under the
fair
value of stock options is
mark-to-market method of accounting.
amortized to expense over the relevant
Under this method, we
vesting
period. Information
recognize changes in the portfolio
related to the pro forma impact on
value as gains or losses in the
our consolidated earnings and
period of change. With the exception
earnings per share follows.of fuel contracts, we include
the net mark-to-market change
in sales on our consolidated
Year Ended December 31,
statements of income. We record
2005 .
2004
. 20M3
the resulting unrealized gains
and losses as energy marketing long-term
(CDollars
in
Thousands,
Except
Per
Share
Amounts)
Earnings available for common
liabilities on our consolidated balance or short-term assets and
sheets as appropriate. We
stock, as reported.
.
$134,640
use quoted market prices to value
$177,900 .
$84,042
Add: Effect of stock-based compensation
our energy marketing derivative
contracts when such data are available.
induded
inearnings available for
When market prices are not
readily available or determinable,
common stock, as reported, net
we use alternative approaches,
of related tax effects ..........
such as model pricing. Prices used
(3)
to
294
46
Deduct: Total stock option expense
reflect our best estimate of fair values value these transactions
of our trading positions.
determined under fair value
method for all awards, net
Income Taxes
*of related tax effects ..
.........
5
757
We use the asset and liability method
2,615
Earnings available for common stock,
of accounting for income
taxes as required by SFAS No.,109,
pro forma ..................
"Accounting for Income Taxes."
$134,632
$177,437
$81,473
Under the asset and liability method,
Weighted average shares
we recognize deferred tax
used fordilution . ;!:.
assets and liabilities for the future tax consequences attributable
,
87,409,658'; ','83,641,048' 73,467;7'r
to
temporary differences between
the financial statement carrying
Earnings
per
share:
amounts and the tax basis of existing
Basic-as reported ....
assets and liabilities. We
.'
....
$55
$2.14
recognize the future tax benefits
Basic-proforma .......
to the extent that realization of
$1.16
$1.55
$2.14
such benefits is more likely than
$1.12
not. We amortize deferred
Diluted - as reported ...............
investment tax credits over the lives
$1.54
$2.13
$1.14
of the related properties.
Diluted-- pro forma ................
$1.54
.

-
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$2.12

-

$1.11

I
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Supplemental Cash Flow Information r'/,_'; ,2005

Year Ended December 31,

. ',

2004

:2003

(inThousands)
CASH PAID FOR:'

Interest on financing activities,
en'tofamouritcapitalized

Income taxes

.............

$ 87,634

ý'$127,993

$208,174

772

1,162'

53,625

11,728
1.
,3716

14,674
'3,212

9,505
1,252

I....................

NON-CASH FINANaNG TRANSACTIONS:

issuance of common stock for
* reinvested dividends and RSUs .......
Asisets acquired through capital leases ......

New Accounting Pronouncement

and Error Corrections

-

Accounting Changes

On May 30, 2005,, the Financial Accounting Standards Board
(FASB) issued SFAS No.'154, "Accounting Changes,a, d Error
Corrections - Replacement of APB 20 and SFAS No, 3,"which
changes the requirementsr for the accounting and reporting of a
change in accounting prinnciple. SFAS No. '154 applies to all
voluntary changes in accountingprinciple as well as to changes
required by an accounting pronouncement that does not indude
specific transition provisions. For most accounting changes and
error corrections, SFAS No. 154 requires retrospective application,
under which the new accounting principle is applied as of the
beginning of the first period presented as-if that principle had
always been used. SFAS No. 154 is effective for accountingchanges
and corrections of errors made beginning January,1, 2006.
. .
Reclassifications and Revisions
We have feclassified and revised certain! prior year amounts to
conform with classifications used in the current-year presentation
as necessary for a fair presentation of the finahcial statements.
We previously presented our asset retirement obligation associated
with Wolf Creek as a regulatory Asset. 'We'have reclassified this
amount to offset amounts collected fromc'uostomers that were
previously recorded as nuclear decommissioning accrual.
We have revised the prior years' presentation of our consolidated
statements of cash flows to separately present the cash flows of
discontinued operations from operatin& investing and financing

activities. The presentation of investments in and proceeds from
purchases and sales of marketable securities in our nuclear
decommissioning trust is on a gross basis, rather tha net, ard the
presentation of changes in restricted cash as an investing activity
rather than an operating activity. Accordingly, we reclassified
restricted cash included in' cash flows from operating activities to
proceeds' from other inirestments in cash flows'used in investing
activities in the amount of-$2.9 million and $1.9 milion for the
years endedDecember 31;-2004 and 2003, respectively. In addition,
we revised the cash flows associated with construction work in
progress that had not been paid as of year-end. As a result, we
reclassified $5.7 million and $0.2 million for the years ended
December 31,2004 and 2003, respectivelyto cash flows from operating activities, from additions to property, plant and equipment in
cash flows used in investing activities,
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3. RATE MATTERS AND REGULATION
Retail Rate Review
December 28,2005 KCC Order
In accordance with a 2003 KCC order, we filed applications with
the KCC Lon May 2, 2005 to review our rates. We requested an
increase;in our retail electric rates and the adoption of other
practices under the KCC's jurisdiction. While the KCC ordered a
net increase in our base rates of $38.8 million annually, the increase
is substantially offset by the requirement that we credit to retail
customers a rolling three-year average of the margins we realize
from our market-based wholesale sales. Other significant'changes
approved by the KCC are a retail energy cost adjustment (RECA),
an environmental dost recovery rider (ECRR), the separation of
transmissi6n delivery charges, an increase in annual depreciation
expense, an extended recovery period for costs being recovered for
which no return is provided and the recovery of various costs that
have been incurred and deferred as regulatory assets.
Retail Energy Cost Adjustment: The RECA allows us to recover
the actual cost of fuel consumed in producing electricity and the
cost of purchased power. The adjustment is based on the actual
cost of fuel and purchased power less margins from market-based
wholesale salýs. We have contracts with certain large industrial

customers, the terms of which do not provide for the separate
billing of fuel costs. Fuel costs for these customers will continue to
be recovered through the rates specified in each of these contracts.
These customers represented approximately 8% of our total retail
sales volumes for 2005.
Wholesale Saies Margins: The terms of the RECA require that we
include, as'a'credit to recoverable fuel costs, an amount based on
the'avlerage of the margins realized from market-based wholesale
sales during the immediately prior three-year period. In any period
we are unable to realize market-based wholesale sales margins at
least equal to the amount of the credit, our financial results would
be adversely affe-ted. In the short-term, our generating capacity is
fixed'while' the' load requirements of our customers change
constantly. When our generating capacity is not needed to serve
our customers, we attempt to seek out wholesale sales of energy at
prices in exc6ssof the costs of producton. We are'likely to face the
prospict of decreasing'margins as the'energy Ideinands of Our retail
customers: increase, which may result in crediting to ýretail
customers'an arount that would exceed the margins realized in
the current period.
Environmental Cost Recovery Rider: The ECRR allows for the
timely inclusion in rates, without requiring a full rate review, of the
capital expenditures made to upgrade our equipment to meet
stricter environmental standards required by the Clean Air Act.
Prior to collection through rates, the KCC will review any environmental expenditures to be considered for recovery under the
ECRR. Any increased operating and maintenance costs that result
from updating or adding environmental equipment cannot be
recovered through the ECRR. These costs would be addressed in
I
future rate reviews. :ýý
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Transmission Delivery Charge: The December 28, 2005 KCC
Order allows us to separate our transmission costs from our base
rates charged to retail customers. This allows us to implement a
formula transmission rate that provides for annual adjustments to
reflect changes in our transmission costs, which provides for
adjustment on a more timely basis. These rates were proposed in
an application filed with FERC on May 2, 2005 and became effective
on December 1, 2005, subject to refund upon review and approval

byFERC.
Depreciation Rates: The December28, 2005 KCC Order authorized
an annual increase in the recovery of depreciation expense of
approximately $27.6 million. The approved change in depreciation
rates allows for the inclusion of net salvage costs, which indude an
estimate for the cost of dismantlement of plant facilities.
Disallowed Plant Costs: In 1985, the KCC disallowed certain costs
associated with the original construction of Wolf Creek. In 1987,
the KCC authorized KGE to recover these costs in rates over the
original depreciable life of Wolf Creek, or through 2025, but
disallowed any return on these costs. In its December 28, 2005
order, the KCC extended the recovery period to correspond to Wolf
Creek's new estimated depreciable life. KGE recognized a loss of
$10.4 million in the fourth quarter of 2005 as a result of the
decrease in the present value of amounts to be received due to the
extension of the recovery period.
Other Regulatory Assets: The December 28,2005 KCC Order also
approved for recovery approximately $50.3 million of deferred
maintenance costs associated with restoring utility service to our
customers stemming from damage to our lines and equipment in
the ice storms that occurred in 2002 and 2005 and various other
expenses that are relatively small in relation to the total regulatory
asset balance.
FERC Proceedings
Request for Change in Transmission Rates
On May 2, 2005, we fied applications with FERC that propose a
formula transmission rate that provides for annual adjustments to
reflect changes in our transmission costs. This is consistent with
our proposals filed with the KCC on May 2, 2005 to separately
charge retail customers for transmission service. These rates
became effective on December 1, 2005, subject to refund. We can
provide no assurance that FERC will ultimately approve our
applications as filed.
Market-based Rates
On March 23,2005, FERC instituted a proceeding concerning the
reasonableness of our market-based rates in our electric control
area and the electrical control areas of Midwest Energy, Inc. and
Aquila, Inc.'s West Plains Energy division. We have provided FERC
with information it requested for its analysis. A FERC decision,
anticipated in 2006, could affect how we price future wholesale
power sales to wholesale customers in our control area and to
Midwest Energy and West Plains Energy and wholesale customers
in their control areas. We do not expect the outcome of this matter
to significantly impact our consolidated results of operations.
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4. ACCOUNTS RECEIVABLE SALES PROGRAM
We sell our accounts receivable, without recourse, to WR Receivables
Corporation, a wholly owned subsidiary. WR Receivables may sell
up to $125.0 million of an undivided interest in this pool of
receivables to a bank and commercial paper conduit pursuant to an
agreement entered into in 2000. We renewed the agreement in July
2005 for one year on terms substantially similar to the expiring
agreement. This transaction constitutes a' sale of receivables in
accordance with SFAS No. 140. WR Receivables has no ownership
interest in the bank or commercial paper conduit and is not
required to consolidate these entities in accordance with GAAP.
The receivables sold by WR Receivables to the bank and commercial
paper conduit are not reflected in the accounts receivable balance

in the accompanying consolidated balance sheets. The amounts
sold to the bank and commercial paper conduit were $65.0 million'
at December 31, 2005 and $80.0 million at December 31, 2004.
We record, this activity on the consolidated statements of cash
flows in the'"accounts receivable, net" line of cash flows ýfrom
operating activities.
We service, administer and collect the receivables on behalf of the
bank and commercial paper conduit. WR Receivables incurred a
loss on the sale of the accounts receivable sold to the commercial
paper conduit of $3.3 million in 2005,; $2.1 million in 2004 and
$2.4 million in 2003.We include this loss in other expense on ou'r
consolidated statements of income.
We record the sale of receivables to WR Receivables at book value,
net of allowance for bad debts. This approximates fair value due to
the short-term nature of the receivables. We include the accounts
receivables retained byWR Receivables in accounts receivable, net,
on our consolidated balance sheets.
The following table summarizes comparative accounts receivable
information for WR Receivables.
As of December 31,
Proceeds from the sale of accounts receivables ......
Loss on sale of accounts receivables ..............
Accounts receivable retained interest and pledged
as collateral less uncollectible accounts ..........
Retained interest if 10% adverse change in
uncollectible accounts .. ..................
Retained interest if20% adverse change in
-Uncollectible accounts ......................

2005

2004
(On
Thousands)
$11,034,459
$1,041,258
3,339
2,114
19,956

10,023

19,794

9,792

19,629

9,559

The following table shows the historical loss and delinquency
amounts for the customer accounts receivable managed portfolio.
As of December 31,

Customer accounts receivable

.................
..............
Ailowance for uncollectible accounts.

2005

Customer accounts receivable, net ...............
fther accounts receivable ........................

123,935
1,076

Cther allowance for uncollectible accounts ...........

91,865
828

(300)

Total balance sheet accounts receivable, net ........
Customer accounts receivable sold .................
Total accounts receivable managed ...............

2004

OnThousands)
$128,868
$ 97,017
(4,933)
(5,152)

(161)

124,711
65,000

92,532
80,000

$189,711

$172,532

Net uncollectible accounts written off ...............

$

3,862

$

2,751

Delinquent customer accounts receivable over 60 days

$ 2,994

$

2,939

2005

5. FINANCIAL INSTRUMENTS, ENERGY MARKETING
AND RISK MANAGEMENT
Values of Financial Instruments
We estimate the fair value of each class of our financial instruments
for which it is practicable to estimate that value as set forth in SFAS
No. 107, " Disclosures about FairValue of Financial Instruments."
Cash and cash equivalents, short-term borrowings and variablerate debt are carried at cost, which approximates fair value. The
nuclear decommissioning trust is recorded at fair value, which is
estimated based on the quoted market prices at December 31,2005
and 2004. See Note 6, "Financial Investments and Trading
Securities," for additional information about our nuclear decommissioning trust. The fair value of fixed-rate debt is estimated
based on quoted market prices for the same or similar issues or on
the current rates offered for instruments of the same remaining
maturities and redemption provisions.
The recorded amounts of accounts receivable and other current
financial instruments approximate fair value.
The fair value estimates are based on information available at
December 31, 2005 and 2004. These fair value estimates have not
been comprehensively revalued for the purpose of these financial
statements since that date and current estimates of fair value may
differ from the amounts below. The carrying values and estimated
fair values of our financial instruments are as shown in the table below.
Carrying Value
As of December 31,

2005

Fair Value

2004

2005

2004

(InThousands)

Fixed-rate debt, net of
current maturities .......

$1,344,406

$1,419,406

$1,339,452

$1,530,035

Derivative Instruments and Hedge Accounting
We are exposed to market risks from changes in commodity prices
and interest rates that could affect our consolidated results of
operations and financial condition. We manage our exposure to
these market risks through our regular operating and financing
activities and, when deemed appropriate, economically hedge a
portion of these risks through the use of derivative financial
instruments. We use the term economic hedge to mean a strategy
designed to manage risks of volatility in prices or rate movements
on some assets, liabilities or anticipated transactions by creating a
relationship in which gains or losses on derivative instruments are
expected to counterbalance the losses or gains on the assets,
liabilities or anticipated transactions exposed to such market risks.
We use derivative instruments as risk management tools
consistent with our business plans and prudent business practices
and for energy marketing purposes.
We use derivative financial and physical instruments primarily to
manage risk as it relates to changes in the prices of commodities
including natural gas, oil, coal and electricity. We classify derivative
instruments used to manage commodity price risk inherent in
fossil fuel and electricity purchases and sales as energy marketing
contracts on our consolidated balance sheets. We report energy
marketing contracts representing unrealized gain positions as
assets; energy marketing contracts representing unrealized loss
positions are reported as liabilities.
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Energy Marketing Activities
We engage in both financial and physical trading to increase
profits, manage our commodity price risk and enhance system
reliability. We trade electricity, coal, natural gas and oil. We use a
variety of financial instruments, including forward contracts,
options and swaps, and we trade energy commodity contracts.
Within the trading portfolio, we take certain positions to economically hedge a portion of physical sale or purchase contracts and we
take certain positions to take advantage of market trends and
conditions. With the exception of fuel contracts, we reflect changes
in value on our consolidated statements of income. We believe
financial instruments help us manage our contractual commitments,
reduce our exposure to changes in cash market prices and take
advantage of selected market opportunities. We refer to these
transactions as energy marketing activities.
We are involved in trading activities to reduce risk from market
fluctuations, enhance system reliability and increase profits. Net
open positions exist, or are established, due to the origination of
new transactions and our assessment of, and response0to,
changing market conditions. To the extent we have open positions,
we are exposed to the risk that changing market prices could have
a material, adverse impact on our consolidated financial position or
results of operations.
We have considered a number of risks and costs associated with
the future contractual commitments included in our energy portfolio.
These risks include credit risks associated with the financial
condition of counterparties, product location (basis) differentials
and other risks. Declines in the creditworthiness of our counterparties could have a material adverse impact on our overall
exposure to credit risk. We maintain credit policies with regard to
our counterparties that, in management's view, reduce our overall
credit risk.
We are also exposed to commodity price changes. We use derivative
contracts for non-trading purposes and a mix of various fuel types
primarily to reduce exposure relative to the volatility of market and
commodity prices. The wholesale power market is extremely
volatile in price and supply. This volatility impacts our costs of
power purchased and our participation in energy trades. If we were
unable to .generate an adequate supply of electricity for our
customers, we would purchase power in the wholesale market to
the extent it is available, subject to possible transmission constraints,
and/or implement curtailment or interruption procedures as
permitted in our tariffs and terms and conditions of service.
We use various fossil fuel types, including coal, natural gas and oil,
to operate our plants. A significant portion of our coal requirements
are purchased under long-term contracts. Due to the volatility of
natural gas prices, we have increasingly operated facilities that
have allowed us to use lower cost fuel types as generating unit
constraints and environmental restrictions allow, primarily by
using oil in our facilities that also bum natural gas.
Additional factors that affect our commodity price exposure are the
quantity and availability of fuel used for generation and the
quantity of electricity customers consume. Quantities of fossil fuel
used for generation vary from year to year based on availability,
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price and deliverability of a given fuel type as well as planned and
scheduled outages at our facilities that use fossil fuels and the
nuclear refueling schedule. Our customers' electricity usage could
also vary from year to year based on weather orother factors.
Theprices we use to value price risk management activities reflect
our estimate of fair values considering various factors, including
dosing exchange and over-the-counter quotations, time value of
money and price volatility factors underlying the commitments.
We adjust prices to reflect the potential impact of liquidating our
position in an orderly manner over a reasonable period of time
under present market conditions. We consider a number of risks
and costs associated with the future contractual, commitments
included in our energy portfolio, including credit risks associated
with the financial condition of counterparties and the time value of
money. We continuously monitor the portfolio and value it daily
based on present market conditions.
Hedging Activities
During the third quarter of 2001, we entered into hedging
relationships to manage commodity price risk associated with
future natural gas purchases. Initially, we entered into futures and
swap contracts with terms extending through July 2004 to hedge
price risk for a portion of our anticipated natural gas fuel requirements for our generation facilities. We designated these hedging
relationships as cash flow hedges...
In 200Z due to the increased availability of our coal units and because
we began burning more oil as use of oil became more economically
favorable than natural gas, we did not bum our forecasted amount
of natural gas. In September 2002, we determined that we had
over-hedged approximately 12,000,000 MMBtu for the remaining
period of the hedge. As a result of the discontinuance of this
portion of the cash flow hedge, we recognized a gain of $4.0 million.
In December 2003, we determined we could no longer meet the
criteria to use hedge accounting for the 2004 forecasted natural gas
purchases.As a result, we recognized in income a gain of$3.7 million,
of which $2.8 million had previously been recognized in other
comprehensive income.
Effective October 4,2001, we entered into a $500.0 million interest
rate swap agreement with a term of two years. At that time,, the
effect of the swap agreement was to fix the annual interest rate on
a term loan at 6.18%. We settled the swap agreement for a nominal
amount on September 29,2003.,
In the second quarter of 2003, we purchased a call option at a cost
of $65.8 million, which locked in a settlement cost associated with
a call option entered into in 1998 related to our 6.25% putable/
callable notes. We settled the call option in August 2003.

6. FINANCIAL: INVESTMENTS AND TRADING SECURITIESSome of our investments in debt and equity securities are subject
to the requirements of SFAS ;No. 115, 'Accounting~for Cerfairi
Investments in Debt and Equity Securities." We report these
investments at fair value and we use the specific identification
method to determine their cost for computing realized gains or
losses. We classify these investments as either trading securities or
avalable-for-sale securities'as described below.
Trading Securities
We have investments in trust assets securing certain executive
benefits that areclassified as trading securities. We include any
unrealized gains or losses on these securities in investment earnings
on our consolidated statements of income. The unrealized loss at
December 31, 2005 was '$0.3 million and the unrealized gain at
December 31,2004 was $1.1 million.
Available-for-Sale Securities
We have investments in debt anid equity securities that are held in
trust funds for the purpose of funding the decommissioning of our
Wolf Creek nuclear plant. We have classified these investments in
debt and equity securities as available-for-sale and have recorded
all such investments at their fair market value at December 31,
2005 and 2004. Investments by the nuclear decommissioning trust
fund are allocated 66% .to equity securities, with the balance
invested in fixed-income securities, cash and cash equivalents.
Fixed-income investments are limited to U.S. government or
agency securities, municipal bonds, or investment-grade corporate
securities. Using the specific identification method to determine
cost, the gross realized gains on those sales were $3.2 million for
2005, $4.3 million for 2004 and $1.9 million for 2003. Net realized
and unrealized gains and losses are reflected in regulatory
liabilities on our consolidated balance sheets. This reporting is
consistent with the method we use to account for the decommissioning costs recovered in rates. Gains or losses;6n assets in the
trust fund could result in lower or higher funding requirements for
decommissioning costs, which we believe IWRould be recovered in
electric rates paid by our customers.
The following table presents the costs and fair values of
investments in debt and equity securities in the nuclear decommissioning trust fund at December 31, 2005 and 2004. Changes in
the fair value -of the trust fund are recorded as an increase or
decrease to the regulatory liability recorded in connection with the
decommissioning ofWolf Creek.
Gross Unrealized
SecuriYtyPe

Cost
2

Debt securities...........
Equity securities............
Cash equivalents...........
Total .................

Gain

LOSS

Fair Value

(InThousands)

$25,:196
51,591
9,594

$ -, 14,73

$ 86,381

$14,731 ý $(309)

$(309).
-1

..... --...

$24,887
66,322
9,594
$100,803

200
ebt securities .......
46

......

quity seurities ...
..
Cash equivalents r ........... .
Total ......................

S 28,580

$28,574

46,566
3,725

12,224

$ 78,865

$12,230

58,790

-

$

...

91,05

2005

The following table presents the costs and fair values of
investments in debt securities in the nuclear decommissioning
trust fund at December 31, 2005 according to their contractual
maturities.
Cost

Fair Value

(InThousands)

Less than 5 years
..........................
Syears to 10 years .................................
Due after 10 years .................................
Total ..........................................

$ 6,438
6,770
11,988

$ 6,325
6,722
11,840

$25,196

$24,887

Marketable Securities
On January 1, 2003, we classified our investment i ONEOK as an
available-for-sale security. During 2003, wve sold our investment in
ONEOK and recorded a pre-tax gain of $99.3 million. There were
no sales of marketable securities during 2005 or 2004. During 2003,
sales proceeds from marketable securities were $801.8 million and
we realized a gain of $99.3 million on these sales.
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8. JOINT OWNERSHIP OF UTIUTY PLANTS
Under joint ownership agreements with other utilities, we have
undivided ownership interests in four electric generating stations.
Energy generated and operating expenses are divided on the same
basis as ownership with each owner reflecting its respective costs
in its statements of income. Information relative to our ownership
interest in these facilities at December 31, 2005 is shown in the
table below.
In-Service
Dates

Our Ownership at December 31, 2005
Accumulated Net Ownership
Investment Depreciation MW
Percent
(Dollars inThousands)

La Cygne unit 1(a)
......
Jeffrey unit 1) ........
Jeffrey unit 2(b) .........
Jeffrey unit 3b) .........
Jeffrey wind 10(b)
.......
Jeffrey wind 2b) ........
Wolf Creek(c) ..........

June
July
May
May
May
May
Sept.

1973
1978
1980
1983
1999
1999
1985

$ 219,638
323,452
311,906
437,069
874
874
1,427,947

$121,532
164,724
149,513
206,658
274
274
612,824

362.0
618.0
617.0
622.0
0.6
0.6
548.0

50
84
84
'84
'84
84
'47

State Une(d) ...........

June 2001

108,096

19,481

200.0

40

7. PROPERTY, PLANT AND EQUIPMENT

()Jointly owned with KansasCity Power& Light Company (KCPL)

The following is a summary of our property, plant and equipment
balance.

0b)Jointlyowned with Aquila, Inc.
(c)Jointlyowned with KCPL and KansasElectricPower Cooperative,Inc.
(dJointlyowned with Empire DistrictElectricCompany

As of December 31,

2005

2004

Electric plant in service .......................
Electric plant acquisition adjustment ............

(inThousands)
$ 5,937,760
$5,777,519
802,318

Accumulated depreciation ....................

(2,880,613)

(2,761,781)

Construction work inprogress .................
Nuclear fuel, net ...........................

3,859,465
- 60,561'
"'27,672

3,818,056
56,910
35,942

3,947,698

3,910,908

Net utility plant ..........................

Non-utility plant inservice ....................

34

Net property, plant and equipment ...........

Amounts and capacity presented above represent our share. Our
share of operating expenses of the above plants, as well as such
expenses for a 50% undivided interest in La Cygne unit 2 (representing 337 megawatt (MW) capacity) sold and leased back to KGE in
1987, are included in operating expenses on our consolidated
statements of income. Our share of other transactions associated
with the plants is included in the appropriate classification on our
consolidated financial statements.

79

$3,947,732

$3,910,987

9. SHORT-TERM DEBT

Depredation expense on property, plant and equipment for the

A syndicate of banks provides us a revolving credit facility on a
committed basis totaling $350.0 million. The facility is secured by

years ended December 31,2005,2004 and 2003,was as follows.

KGE's first mortgage bonds and matures on May 6,2010. It allows

Year Ended December 31,'

20032004

2003

- (InThousands)

Utility ............................
Non-utility .....

.............

Total depreciation expense..........

$130,146
-

$130,146

$148,933
-

$148,933,

$147,015
10

$147,025

us to borrow up to an aggregate amount of ,$350.0 million,
including letters of credit up to a maximum aggregate amount of
$100.0 million. So long as there is no default or event of default
under the revolving credit facility, Westar Energy may elect, subject
to lender participation, to increase the aggregate amount of
borrowings under this facility to $500.0 million. At December 31,
2005, we had no outstanding borrowings and $48.0 million of
letters of credit outstanding under this facility.
Information regarding our short-term borrowings is as follows.
As of December 31,

2005

2004

(Dollars inThousands)

Weighted average short-term debt
outstanding during the year .........................
Weighted daily average interest rates
during the year, excluding fees .......................

$9,661
4.77%

$1,434
3.50%

Our interest expense on short-term debt was $1.3 million in 2005,
$1.1 million in 2004 and $1.2 million in 2003.
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10. LONG-TERM DEBT

Outstanding Debt
The following table summarizes our long-term debt outstanding.
As of December 31,

2005

2004

The amount of Westar Energy's first mortgage bonds authorized

(In
Thousands)
..
..
W estar En ergy First mortgage bond series:
,.7.875% due 2007 ................
6.000% due2014 .....! ..................
5.150% due 2017 .........................
............
.5.950% due 2035 .......
5.100% due 2020 ............................
............
5.875% due 2036 ... .........

-

S- $ 365,000
50,000

250,00
1.
125oooo
125,000

,0
-

125,000
250,000

150 ,000

"

-

.5..

--.

connection with certain refundings, of each mortgage. At

45,000

45,0o0

December 31, 2005, based on an assumed interest rate of 6%, no
additional first mortgage bonds could be issued under the'most
restrictive provisions inWestar Energy's mortgage. At December 31,

30,500
58,340

30,500
58,340

133,840
9.750% unsecured senior notes due 2007 .......
7.125% unsecured senior notes due 2009 ..........

-

133,840

145,078

260,000
145,078

145,078

405,078

KGE
First mortgage bond series:

6.500% due 2005.

...................

6.200% due 2006 ...................

Pollution control bond series:
5.100% due 2023 ............................
Variable due 2027, 3.35% at December 31, 2005;
1.75% at December 31, 2004 ..................
5.300% due 2031 ............................

-

65,000

100,000

100,000

100,000

165,000

2005, based on an assumed interest rate of 6%, approximately

$607.3 million principal amount of additional KGE first mortgage
bonds could be issued under the most restrictive provisions in

KGE's mortgage.

On January 17, 2006, KGE repaid the outstanding $100.0 million
aggregate principal amount of KGE 6.2% first mortgage bonds with
cash on hand and borrowings under the Westar Energy revolving
credit facility. On August 1, 2005, KGE repaid the outstanding
$65.0 million aggregate principal amount of KGE 6.5% first
mortgage bonds with cash on hand and borrowings under the
Westar Energy revolving credit facility.
On June 30, 2005, Westar Energy sold $400.0 million aggregate

13,488

13,488

principal amount of Westar Energy first mortgage bonds,

21,940
108,600
18,900

21,940
108,600
18,900

proceeds from the offering were used to redeem the outstanding

100,000

100,000

100,000

100,000

14,500

14,500

10,000

10,000

387,428

387,428

Unamortized debt discount() ......................
Long term debt due within one year ................

(3,356)
(100,000)

(1,445)
(65,000)

Long-term debt, net ...........................

$1,562,990

5.300% due 2031

.....

5.300% due 2031
....................
2.650% due 2031 and putable 2006 ..............
Variable due 2031, 3.49% at becember 31, 2005;
1.92% at December 31, 2004..................
Variable due 2032,3.30% at December 31, 2005;
1.76% at December 31, 2004 ..................
Variable due 2032.3.25% at December 31, 2005;
1.85% at December 31, 2004 ..................

(a)We amortizedebt discountover the term of the respecive issue.
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by its Mortgage and Deed of Trust, dated July 1, 1939, as supplemented, is unlimited subject to certain limitations as described
below. The amount of KGE's first mortgage bonds authorized by
the KGE Mortgage and Deed of Trust, dated April 1, 1940, as
supplemented, is limited to a maximum of $2.0 billion, unless
amended. First mortgage bonds are secured by utility assets.
Amounts of additional bonds that may be issued are
I subject to
property, earnings and certain restrictive provisions, except in

615,000

900,000
Pollution control bond series:
Variable due 2032, 3.30% at December 31, 2005;
1.95% at December 31, 2004 ............
Variable due 2032, 3.20% at December 31, 2005;
100% at December 31, 2004 ............
5.000% due 2033
..................

The Westar Energy mortgage and the KGE mortgage each contain
provisions restricting the amount of first mortgage bonds that
could be issued by each entity. Therefore, we must ensure that we
will be able to comply with such restrictions prior to the issuance of
additional first mortgage bonds or other secured indebtedness.

$1,639,901

consisting of $150.0 million of 5.875% bonds maturing in 2036 and
$250.0 million of 5.1% bonds maturing in 2020. On July 27, 2005,

$365.0 million aggregate principal amount of Westar Energy's
7.875% first mortgage bonds due 2007, together with accrued
interest and a call premium equal to approximately 6% of the
principal outstanding, and for general corporate purposes. The call
premium is recorded as a regulatory asset and is being amortized
over the term of the new bonds.
On May 6, 2005, Westar Energy amended its revolving credit
facility dated March 12, 2004 to extend the term and reduce
borrowing costs. The amended revolving credit facility matures on
May 6,2010.The facility is used as a source of short-term liquidity.
It allows us to borrow up to an aggregate amount of $350.0 million,
including letters of credit up to a maximum aggregate amount of
$100.0 million. So long as there is no default or event of default
under the revolving credit facility, Westar Energy may elect, subject
to lender participation, to increase the aggregate amount of borrowings under this facility to $500.0 million. All borrowings under the
revolving credit facility are secured by KGE first mortgage bonds.

2005

On January 18, 2005, Westar Energy sold $250.0 million aggregate
principal amount of Westar Energy first mortgage bonds,
consisting of $125.0 million 5.15% bonds maturing in 2017 and
$125.0 million 5.95% bonds maturing in 2035. On February 17,
2005, we used the net proceeds from the offering together with
cash on hand, additional funds raised through the accounts
receivable conduit facility and borrowings under Westar Energy's
revolving credit facility, to redeem the remaining $260.0 million
aggregate principal amount of Westar Energy 9.75% senior notes
due 2007. Together with accrued interest and a premium equal to
approximately 12% of the outstanding senior notes, we paid
$298.5 million to redeem the Westar Energy 9.75% senior notes
due 2007.The call premium is recorded as a regulatory asset and is
being amortized over the term of the new bonds.
On June 10, 2004, KGE refinanced $327.5 million of pollution
control bonds.The original issue had an interest rate of 7% and was
due in 2031. This issue was replaced with pollution control bonds
at interest rates of 5.3% on $127.5 million that matures in 2031,
2.65% on $100.0 million that matures in 2031, and a variable rate
on $100.0 million that matures in 2031.
Debt Covenants
Some of our debt instruments contain restrictions that require us
to maintain leverage ratios as defined in the agreements. We
calculate these ratios in accordance with our credit agreements.
These ratios are used solely to determine compliance with our
various debt covenants. We were in compliance with these
covenants at December 31,2005.
Maturities
Maturities of long-term debt at December 31, 2005 are as follows.
Prindpal Amount
(InThousands)

2006 .................
;..............................
2007 .. ...................................................
.....................................
2008
2009 .....................................................
Thereafter ................................................
Total long-term debt maturities .................

$ 100,000

145,078
1,417,912
$1,662,990
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On July 31, 1996, Western Resources Capital II, a wholly owned
trust, issued $120.0 million of 8-1/2% Cumulative Quarterly
Income Preferred Securities, Series B. On September 22, 2003, we
redeemed our entire issuance of Western Resources Capital II
8-1/2% Cumulative Quarterly Income Preferred Securities, Series
B, at par.
11. INCOME TAXES
Income tax expense (benefit) is composed of the following
components.
Year Ended December 31,

2005

2004

2003

(InThousands)

Income Tax Expense (Benefit) from

Continuing Operations:
Current income taxes:
Federal ...........................
State ............................
Deferred income taxes:
Federal ...........................
State ............................
Investment tax credit amortization ........

$30,132
4,829

$ 41,649
(2,991)

$148,117
33,926

24,831
3,511
(2,790)

(2,285)
1,858
(4,788)

(78,069)
(17,564)
(4,642)

60,513

33,443

81,768

29
7

(116,903)
(22,569)

(63,731)
(12,402)

370

77,019

(70,492)

84

17,172.

(17,411)

490

(45,281)

(164,036)

$(11,838)

$ (82,268)

Income tax expense from

continuing operations ............
Income Tax Expense (Benefit) from

Discontinued Operations:
Current income taxes:

Federal ...........................
State ............................
Deferred income taxes:

Federal ...........................
State .............................

Year

ANNUAL

Income tax expense from
discontinued operations ...........
Total income tax expense (benefit) ..........

$61,003

Deferred tax assets and liabilities are reflected on our consolidated
balance sheets as follows.
December 31,

2005

2004
(inThousands)

Our interest expense on long-term debt was $107.8 million in
2005, $141.1 million in 2004, and $223.2 million in 2003.

Affiliate Long-term Debt and Other Mandatorily
Redeemable Securities

Current deferred tax•assets..................
Current deferred tax liabilities...................
Non-current deferred income tax liabilities ..........

$ 19,211
911,135

917,706

Net deferred tax liabilities ......................

$ 891,924

$ 919,869

-

$

-

2,163

On December'14, 1995, Western Resources Capital I, a wholly
owned trust, issued $100.0 million of 7-7/8% Cumulative
Quarterly Income Preferred Securities, SeriesA. OnApril 16,2004,
we redeemed our entire issuance of Western Resources Capital I
7-7/8% Cumulative Quarterly Income Preferred Securities, Series
A, at par.
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The tax effect of the temporary differences and carryforwards that
comprise our deferred tax assets and deferred'tax liabilities are
summarized in the following table.
December 31

2005

2004
(InThousands)

For the Year Ended December 31,

Deferred tax assets:
Deferred gain on sale-leaseback ...............
$ 57,297
General business credit carnyforward W ..........
.
:15,679
Accrued liabilities ........
......
,20,390
Disallowed plant costs .......................
16,617
. Long-term energy contracts
.....
I......
10,289 .
Capital loss carryforward(b) .
................
227,668
Other ...................................
79,547
Total gross deferred tax assets ...............
Less: Valuation allowance () ...................
Deferred tax assets .....

........

Deferred tax liabilities:
Accelerated depreciation .....................
Acquisition premium
....
'Amounts due from customers for
future income taxes, net ...................
Other ...................................
Total deferred tax liabilities .............
Net deferred tax liabilities ......................

$

.

61,241
27,645
18,803
13,484
11,194.
230,226
74,875

427,487
233,211

437,468
236,588

$ 194,276

$ 200,880

$ 644,082
235,167

$ 659,776
243,165

166,632
40,319

191,597
26,211

$1,086,200

$1,120,749

$ 891,924

$ 919,869

('OBalance represents unutilized tax credits generatedfrom affordable housing
partnershipsin which we sold the miajorityof ourinterestsin 2001. These credits
epirebeginning2019through 2025.
W)As ofoDcember 31, 2005, we have a net capitalloss of $572.4 million available
to offset anyfuture capitalgains through 2009. However as we do not expect to
realize any significant arpitalgains in the future, a valuation allowance of
$227.7 million has been established.In addition, a valuation allowance of
$5.5 million has been establishedfor certain deferrd tax assets related to the
wrnte-down of otherinvestments.The total valuation allowancerelatedto deferred
tax assets was $233.2 million as of December31, 2005and $236.6 millionas of
December 31,2004.The net reductionin valuationallowance of $3.4 million was
dueprimarily to capitalgains realizedin 2005.

In accordance with various rate orders, we have reduced rates to
reflect the tax benefits associated with certain tax deductions. We
believe it is probable that the net future increases in income taxes
payable will be recovered from customers when these temporary
tax benefits reverse. We have recorded a regulatory asset for these
amounts. We also have recorded a regulatory liability for our
obligation to reduce rates charged customers for deferred taxes
recovered from customers at corporate tax rates higher than the
current tax rates. The rate reduction will occur as the temporary
differences resulting in the excess deferred tax liabilities reverse. The
tax-related regulatory assets and liabilities as well as unamortized
investment tax credits are also temporary differences for which
deferred income taxes have been provided. The net deferred tax
liability related to these temporary differences is classified above as
amounts due from customers for future income taxes.
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The effective income tax rates set forth below are for continuing
operations and discontinued operations. The rates are computed
by dividing total federal and state income taxes by the sum of such
taxes and net income. The difference between the effective tax
rates and the federal statutory income~tax rates are as follows. '...
Statutory federal income tax rate
from continuing operations ............
Effect of:
State income taxes ....................
Amortization of investment tax credits .......
Corporate-owned life insurance policies ......
Accelerated depreciation flow through
and amortization
Dividends received deduction..
Income tax reserve adjustment.
Capital loss utilization ......
"
Other ..... .... . . . . . . . . .
Effective income tax rate from,
continuing operations .................

Statutory federal income tax rate
from discontinued operations .............
Effect of:. -.,
State income taxes .........
......
-Excess tax basis over book basis insubsidiary
investment, net of valuation allowance .
Election to treat the sale of subsidiary stock
as an asset sale .....................
Valuation allowance adjustment ............
Income tax reserve adjustment .............
Other ................................
Effective income tax rate from
I discontinued operations .................

2005

2004

2003

35.0%

35.0%

35.0%

2.8
(1.4)

1.0
(3.6)
(9.0)

(1.9)
(5.0)

1.2

5.3

4.3

2.2
(1.7)

0.6
(2.2) ,

(0.8)
0.5

3.8

0.5

31.0%

25.0%

33.4%

35.0%

35:0%

35.0%

A.8

(6.4)

8.0,

S-

--

--

(160.6)
(3.9)
-

39.8%

31.0
-

-

(5.8),

0.8

(0.4)

(135.1)%

67.8%

As of December 31, 2005 and 2004, we had recorded reserves for
uncertain tax positions of $50.8 million and $49.7 million,
respectively. The tax positions may involve income, deductions or
credits reported in prior year income tax returns that we believe
were treated properly on such tax returns. The tax returns
containing these tax reporting positions are currently under audit
6r will likely be audited by the Internal Revenue Service or other
taxing authorities. The timing of the resolution of these audits is
uncertain. If the positions taken on the tax returns are ultimately
upheld or not challenged within the time available for such
challenges, we will reverse thesetax provisions to income. If the
positions taken on the tax returns are determined to 'be
inappropriate, we may be required to make cash payments for
taxes and interest. The reserves are determined based on our best
estimate of probable assessments by the applicable taxing
authorities and are adjusted, from time to time, based on changing
facts and circumstances.
As of December 31, 2005 and 2004, we also had a reserve of
$6.1 million and $6.6 million, respectively, for probable assessments
of taxes other than income taxes.
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12. EMPLOYEE BENEFIT PLANS

Pension Benefits

Pension.
We maintain a qualified non-contributory defined benefit pension

plan covering substantially all of our employees. Forthe majority of
our employees, pension benefits are based on years of service and
the employee's compensation during the 60 highest, paid
consecutive months out of 120 before retirement. Our policy is to

fund pension costs accrued, subject to limitations set by the
Employee Retirement Income SecurityAct of 1974 and the Internal
Revenue Code. We also maintain a non-qualified Executive Salary
Continuation Plan for the benefit of certain current and retired
officers. Non -'union employees hired aftei December 31, 2001 are
covered by the same defined benefit plan with benefits derived
from a cash balance account formula.
As a co-owner ofWolf Creek, we are indirectly responsible for 47%

of the liabilities and expenses associated with the Wolf Creek
pension and post-retirement plans. See Note 13, "Wolf Creek
Employee Benefit Plans" for information about Wolf Creek's
benefit plans.

Our pension plan expenses and liabilities are measured using
assumptions, which include discount rates, compensation rates
and past and future estimated plan asset returrs. Due toa decrease
in interest rates and a corresponding decrease in the discount rates

used to estimate our pension liabilities, the fair value of our pension
plan assets was less than the accumulated benefit obligation at our
measurement dates of December 31,2005 and December 31, 2004.
We accrue the cost of post-retirement benefits during the years an

employee provides service. The following tables summarize the
status of our pension and other post-retirement benefit plans.
Pension Benefits
At December 31,

2005

2004

Post-retirement Benefits
2005

2004

(InThousands)

Change inBenefit Obligation:
Benefit obligation,
beginning of year .......... S494,615
Service cost ...............
6,735
Interest cost ...............
28,764
Plan participants' contributions
Benefits paid .............
(28,581)
Assumption changes .........
43,264
Recognition of Medicare Part D .
:Actuarial losses (gains).. i,.,
. :
ý430
Amendments
............
3,905
Benefit obligation, end of year . . :$549,132
Change inPlan Assets:
Fair
value of planyear
assets,
. beginningof
.......

.422,602

$469,651 -$ 12,466' $ 125,324
6,110
1,615
1,487
28,319
7,049
6,774
3,380
2,695
(28,880)
(1 1,825) .t(12,479)
11,2271
3,714
4,461
.
(3,807)
;8,050,
279
(989)
138
507
$494,615

$409,932

Actual return on plan assets .
Employer contribution ..-Plan participants' contributions'
Benefits paid ................

(26,906)

Fair value of plan assets,
end of year ..............

$422,30#

26,604
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39,870
"

-

(27,200)
$422,602

$128,185

$123,466

At December 31,

2005

'Post-retirement Benefits

2004

2005

$(16,832)
118,821
.'17,051

15,906

Prepaid benefit (accrued) costs

S 9,040

$ 14,700

Net amount recognized ......

$ 9,040

Accumulated Benefit Obligation .
Pension Plans With a Projected
Benefit Obligation InExcess
of Plan Assets:
Projected benefit obligation .
Accumulated benefit
obligation ..............
Fair value of plan assets .....
Pension Plans With an Accumulated
-Benefit Obligation In Excess

2005

27,839
(424)

-

(15,897)
(41,815)
15,906
$ 14,700

31,768
'(1,398)

$t U2,817) $ (30,060)

$ 30,597 $

Pension Benefits
At December 31,

2004

(InThousands)
$ (72,013) $ (83,989) $ (90,854)
76,'807
33,757
30,424

Funded status ..............
Unrecognized net loss ........
Unrecognized transition
obligation, net.. ....
.....
Unrecognized prior service cost

Amounts Recognized inthe
Balance Sheets Consist Of:
Prepaid benefit cost .......... $ 25,983
Accrued benefit liability .......
(16,943)
Additional minimum liability....
(80,758)
Intangible asset..............
.17,051
Accumulated other
comprehensive income
.....63,707
Regulatory asset .50
.......
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N/A $
N/A
(22,817)
(30,060)
N/A
N/A
N/A
N/A
WA
NA

N/A
N/A

$ (22,817) $ (30,060)
Post-retirement Benefits

2004

2005

2004

$494,018

(Dollars inThousands)
$449,717
N/A

N/A

$549,132

$494,615

N/A

N/A

494,018
422,300

449,717
422,602

N/A
N/A

N/A
N/A

$549,132

$494,615

N/A

N/A

494,018
422,300

449,717
422,602

N/A
N/A

N/A
N/A

WA
N/A

WA
N/A

$ 128,185
44,196

$ 123,466
32,612

.5.65%
3.50%

5.90%
3.00%

5.65%
3.50%

5.90%
3.00%

of Plan Assets:
Projected benefit obligation ..
Accumulated benefit
obligation ..............
Fair value of plan assets .....
Post-retirement Plans With an
Accumulated Post-retirement
Benefit Obligation In Excess
of Plan Assets:_
Accumulatei post-retirement
benefit obligation .......
Fair value of plan assets
Weighted-Average Actuarial
Assumptions used to
Determine Net Oefiodic
Benefit Obligation:
Discount rate .............
Compensation rate increase ..

$ -32,612 $ 22,543
1,276
18,600
3,380
(11,672)

1,802
17,800
2,695
(12,228)

$ 44,196 $ 32,612

We use a measurement date of December 31 for our pension and
post-retirement benefitplans.
We utilized the assistance of our plan actuaries in determining the
discount rate assumption at December 31, 2005. Our actuaries

have deýeloped an interest rate yield curve to enable companies to
make judgments pursuant to Emerging Issues Task Force (E1TUM
51
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No. D-36, "Selection of Discount Rates Used for Measuring
Defined Benefit Pension Obligations and Obligations of Post
Retirement Benefit Plans Other Than Pensions." The yield curve is
constructed based on the yields on over 500 high-quality, noncallable corporate bonds with maturities between zero and 30
years. A theoretical spot rate curve constructed from this yield
curve is then used to discount the annual benefit cash flows of our
pension plan and develop a single-point discount rate matching
the plan's payout-structure.

The prior service cost (benefit) is amortized on a straight-line basis
over the average future service of the active employees (plan participants) benefiting under the plan at the time of the amendment.
The net actuarial loss (gain) subject to amortization is amortized

on a straight-line basis over the average future service of active
plan participants benefiting under the plan, without application of
the amortization corridor described in SFAS No. 87, "Employers'

Accounting for Pensions" and SFAS No. 106, "Employers'
Accounting for Pbstretirement Benefits Other Than Pensions."
Pension Benefits
For the Year Ended December 31,.

2005

2004

-.

.. 2003

(Dollars in Thousands)

Components of Net Periodic Cost (Benefit):
Service cost ............ J: ......
$ 6,735
Interest cost .........................
28.764
Expected return on plan assets ...........
(36,272)
Amortization of unrecognized:
Transition obligation, net ...... ; .......
Prior service costs ...................
2,761
Actuarial loss (gain), net ..........
5,347
Curtailments, settlements and
special term benefits .................
Net periodic cost (benefit) ...............
Weighted-Average Actuarial Assumptions
used to Determine Net Periodic Cost (Benefit):
Discount rate ........................
Expected long-term return on plan assets ...
Compensation rate increase .............

$ 6,110
28,319
(38,561)

$ 5,381
28.833
(40,513)
(177)
3,358
(2,032)

2,762
2,525
-

$ 7,335

$ 1,155

5.90%
8.75%
3.00%

440
$ (4,710)

6.10%
9.00%
3.10%

6.75%
9.00%
3.75%

The expected long-term rate of return on plan assets is based on
historical and projected rates of return for current and planned
asset classes in the plans' investment portfolio. Assumed projected
rates of return for each asset class were selected after analyzing
long-term historical experience and future expectations of the
volatility of the various asset classes. Based on target asset
allocations for each asset class, the overall expected rate of return
for the portfolio was developed, adjusted for historical and
expected experience of active portfolio management results
compared to benchmark returns and for the effect of expenses paid
from plan assets.

In December 2003, the Medicare Prescription Drug Improvement
and Modernization Act of 2003 (Medicare Act) became law. The
Medicare Act introduced a prescription drug benefit under
Medicare as well as a federal subsidy beginning in 2006. This

subsidy will be paid to sponsors of retiree health care benefit plans
that provide a benefit'that is at least actuarially equivalent to
Medicare. We believe our retiree health care benefits plan is at least
actuarially equivalent to Medicare and is eligible for the federal
subsidy. We adopted the guidance in the third quarter of 2004.
Treating the future subsidy under the Medicare Act as an actuarial
experience gain, as required by the guidance, decreased the
accumulated post-retirement benefit obligation by approximately
$5.2 million. The subsidy also decreased the net periodic postretirement benefit cost by approximately $0.5 million for 2005.
For measurement purposes, the assumed annual health care cost
growth rates were as follows.
At December 31,

2005

2004

Health care cost trend rate assumed for next year .............

8.00%

8.00%

5.00%
2009

5.00%
2008

Rate to which the cost trend rate is assumed

to decline (the ultimate trend rate) .......................
Year that the rate reaches the ultimate trend rate .............

The health care cost trend rate has a significant effect on the
projected benefit obligation. A 1% change in assumed health care
cost growth rates would have effects shown in the following table.
One-Percentage- One-PercentagePoint Increase

Point Decrease

(in Thousands)

Effect on total of service and interest cost ............

Post-retirement Benefits
For the Year Ended December 31,

2005

2004

2003

$ 139
1,235

Effect on post-retirement benefit obligation ..........

$ (158)
(1,379)

(Dollars inThousands)
Components of Net Periodic Cost (Benefit):

Service cost .........................
Interest cost .........................

$ 1,615

$ 1,487

7,049

6,774

8,004

(1,999)

(1,431)

Expected return on plan assets ...........
(2,552)
Amortization of unrecognized:
Transition obligation, net ..............
3,931
Prior service costs
(467)
Actuarial loss (gain), net ..............
1,934
Curtailments, settlements and
special term benefits .................
Net periodic cost (benefit) ...............

3,931
(467)
1,172

3,931
(467)
1,612

-

-

2005

2004

65%
35%
0% - 5%

65%
29%
6%

68%
28%
4%

100%

100%

40%
50%
10%

35%
45%
20%

100%

100%

$12,835

,

used to Determine Net Periodic Cost (Benefit):
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Pension Plans:
Equity securities .......................
Debt securities .......................
Cash and other ......................

Plan Assets

2006

Total ..............................
$10,898

.

Target A)Jocrtlons

Asset Category

$11,510

Weighted-Average Actuarial Assumptions

$ 1,186

The asset allocation for the pension plans and the post-retirement
benefit plans at the end of 2005 and 2004, and the target allocations
for 2006, by asset category, are as shown in the following table.

Discount rate ........................

5.90%

6.10%

6.75%

Expected long-term return on plan assets ...

8.25%

8.50%

9.00%

Compensation rate increase .............

3.00%

3.10%

3.75%

Post-retirement Benefit Plans:
Equity securities ......... .......
....
Debt securities ......................
Cash and other .......................
Total ..............................

65%
30%
5%

2005

We manage pension and retiree welfare plan assets in accordance
with the "prudent investor"guidelines contained in the Employee
Retirement Income Securities Act of 1974 (ERISA). The plan's
investment strategy supports the objective of the funds, which is to
earn the highest possible return on plan assets consistent with a
reasonable and prudent level of risk. Investments are diversified
across classes, sectors and manager style to inifmize the risk of
large losses. We delegate investment management to specialists in
each asset class and where appropriate, provide the investment
manager with specific guidelines, which include allowable and/or
prohibited investment types. Investment risk is measured and
monitored on an ongoing basis through quarterly investment
portfolio reviews and annual liability measurements.
Pension Benefits

Expected Cash Flows

To/(From)
Trst

To/(Frm)
Company,
Assets

Post-Retirement Benefits
To/(From)
Trust

To/(From)
Company
Assets

(InThousands)

Expected contributions:
2006(a) ..................

$ 21,000

$1,900

$ (26,500)

$(1,900)

.(8,600)

$ (300)

(26,200)
(26,000)
(26,000)
(26,200)
(144,400)

(1,900)
(1,800)
(1,800)
(1,800)
(8,600)

(8,600)
(8,600)
(8,700)
(8,700)
(44,500)

(300)
(300)
(300)
(300)
(1,500)

$12,900

$ 300

Expected benefit payments:
2006 ...................

2007 ...................
2008 ...................
2009 ...................
2010 ...................
2011-2015 ..............

(a)The $21.0 million contribution to the pension trust is a voluntary amtribution

we expect to make in 2006.

Savings Plans
We maintain a qualified 401(k) savings plan in which most of our
employees participate. We match employees' contributions in cash
up to specified maximum limits. Our contributions to the plans are
deposited with a trustee and are invested at the direction of plan
participants into one or more of the investment alternatives we
provide under the plan. Our contributions were $4.1 million for
2005, $3.4 million for 2004 and $3,0 million for 2003.
Under our former qualified employee stock purchase plan
established in 1999, full-time, non-union employees purchased
designated shares of our common stock at no more than a 15%
discounted price. Our employees purchased 185,016 shares in 2004
at an average price of $17.20 per share. Employees purchased
403,705 shares in 2003 at an average price of $8.45 per share. We
discontinued this plan effective January 1, 2005.
Stock Based Compensation Plans
We have a long-term incentive and share award plan (LTISA Plan),
which is a stock-based compensation plan in which employees
and directors are eligible for awards. The LTISA Plan was implemented as a means to attract, retain and motivate employees and
directors. Under the LTISA Plan, we may grant awards in the form
of stock options, dividend equivalents, share appreciation rights,
RSUs, performance shares and performance share units to plan
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participants. Up to five million shares of common stock may be
granted under the LTISA Plan. At December 31, 2005, awards of
3,647,098 shares of common stock had been made under the
LTISA Plan. Dividend equivalents accrue on the awarded RSUs.
Dividend equivalents are the right to receive cash equal to the
value of dividends paid on our common stock.
In December 2004, FASB issued SFAS No. 123R, "Share-Based
Payment." SFAS No. 123R requires companies to recognize as
compensation expense. the grant-date fair value of stock options
and other equity-based compensation issued to employees. We
implemented the provisions of the statement on January 1, 2006.
We currently use RSUs for stock-based awards granted to
employees. Given the Characteristics of our stock-based compensation program, we do not expect the adoption of SFAS No. 123R to
materially impact our consolidated results of operations. In 2005, we granted 135,485 RSUs to officers and selected management employees. No RSUs were granted to members of our board
of directors as this portion of the program was discontinued on
January 1, 2005. In 2004, we granted 67,051 RSUs to selected
management employees and directors. In 2003, we granted 559,095
RSUs to officers, selected management employees and directors.
Each RSU represents a right to receive one share of our common
stock at the end of the restricted period assuming certain criteria
are met. The unearned compensation related to the grant of RSUs
is shown as a separate component of shareholders'equity. Unearned
compensation is being amortized to expense over the vesting period.
Another component of the LTISA Plan is the Executive Stock for
Compensation program, where in the past eligible employees were
entitled to receive RSUs in lieu of current cash compensation. The
Executive Stock for Compensation program was modified in 2001
to pay a portion of current compensation in the form of stock.
Although this plan was discontinued in 2001, dividends will
continue to be paid to plan participants on their outstanding plan
balance until distribution. At the end of the deferral period, RSUs
are paid in the form of stock. Plan participants were awarded 3,936
shares of common stock for dividends in 2005,4,422 shares in 2004
and 10,009 shares in 2003. Participants received common stock
distributions of 12,271 shares in 2005, 46,544 shares in 2004 and
5,101 shares in 2003.
St6ck options under the LTISA plan are as follows.
As of December 31.,

2005

Shares

2004

Weighted.
Average
Exercise
Price

(InThousands)
Outstanding,
beginning of year
225.2
Exercised ... .ý.
.
.
(5.6)
Forfeited .. ........Outstanding,
end of year ........

219.6

Shares

WeightedAverage
Exerdse
Price

(InThousands)
$32.38
23.20

32.61

226.7
(1.5)

225,2

2003

:
$32.92
.15.31

132.38

WeightedAverage
Exercse
Shares
Price
(InThousands)
232.6

$32.08

(5.9)

24.99

226.7

32.92
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Stock options issued and outstanding at December 31,2005 are as
follows.
"
Range...
Range of
Exercise
Options- Exercisable:
2000 .............
.
1999
..........
1998 ................
1997 ..............
1996........ ...

Number
Issued
and

'Price

Outstanding

$15.3125

5,250
22740
55,890
93,240
42,470

27.8125-32.25
38.625-43.125
.30.75
.29.25

Total outstanding ,

WeightedAverage
,Contractual

.

Price

5
4
,3
2
1

.

$15.31
29.53
41.15
30.75
29.25

RSUS inder the LTISA plan are as follows.
2005

2004

As a co-owner of Wo1f Creek, KGE is indirectly responsible for 47%

summarize the net periodic costs for KGE's 47% share of the Wolf

2003

WeightedWeighted-7..
WeightedAverage
Average
. Average
Grant Date
Grant Date
Grant Date
Shares Fair Value Shares FairValue: Shares FairValue
(On
Thousands)
(InThousands)
(InThousands)

.'

rates and-past and future estimated plan asset returns. Due to a
decrease in interest rates and a corresponding decrease in the
discount rates used to estimate pension liabilities, the fair value of
the Wolf Creek pension plan assets was less than the accumulated
benefit obligation at the measurement dates.,
of the liabilities and expenses associated with the Wolf Creek
pension and post-retirement plans. KGE accrues its 47% of the
Wolf Creek cost of pension and post-retirement benefits du grig
the years an employee provides service. The following tables

219,590

As of December 31,

Pension anid Post-retirement Benefits

WeightedThe Wolf Creek pension plan expense and liabilities are measured
Average,
Exercise using assumptions, which include discount rates, compensation

Life in Years

.

13. WOLF CREEK EMPLOYEE BENEFIT PLANS

Creek pension and post-retiremefit benefit plans.
Pension Benefits
At December 31,

2005

Outtanding,.
beginning of year
Granted .........
Vested .........
Forfeited. .........

1,298.4 ý$17.50 .1,913.7- $16.25 -1,619.9
$18.08
, 135.5,
22.04
60.1
20.57
.547.3
12,90
(336.0) 13.28
(668.4),
14.65
(251.8)- 14.60
(3.4): 20.43
(7.0)
17.72
(1.7)
17.39,

..

Outstanding,

endof year.•.....

1,094.5

18.54

1,298.4

17.50

1,913.7

16.25

RSUs issued and outstanding at December 31,2005 are as follows.
Range
of Fair Value
at Grant Date

Number
Issued
Iand
Outstanding

Restricted share units:
2005 .

...................

2004 ..

............

............

2003
.................................
2002 ....
...........................
2001 .......................................
2000 ............ I ........................
1999 .....................................
1998 .....................................
Total outstanding .........

.................

. $21.64 - $22.56

134,337

20.45

58,025

10.39-17.75
11.57
17.67- 19.61
15.31 -15.63
27.61 -32.13
38.63

245,896
62,500
196,640
264,249
63,783
69,000
.1,094,430

We also issued dividend equivalents to recipients of stock options
and RSUs. Recipients of RSUs receive dividend equivalents when
dividends are paid on shares of company stock. The value of each
dividend equivalent related to stock options is calculated by
accumulating dividends that would have been paid or payable on a
share of company common stock. The dividend equivalents, with
respect to stock options, expire after nine years from date of grant.
The weighted-average fair value at the grant-date of the dividend

equivalents on stock options was $6.44 per share in 2005, $6.40 per
share in 200-4 and $6.38 per share in 2003.

Change inBenefit Obligation:
• Benefit obligation,,
beginning of year ........
$ 59,168
Service cost . ..........
2,820.
Interest cost . .............
3,730
Plan partidpants' contributions
.
Benefits paid ...........
.
(992)
Actuarial losses ............
6,811

2004
2005
(InThousands)

$ 49,927
2,572
3,295

$

-

(849)
4,223

2004

6,102 $
238
384
193
(515)
603

$ 71,537

$59,168

Change inPlan Assets:
Fair value of plan assets,
beginning of year ..........
Actual return on plan assets -...
Employer contribution .......
Benefits paid ..............

$ 32,491
2,979
5,084
. (802)

$ 26,799
2,551
3,810
(669)

N/A
WA
N/A
N/A

Fair value of plan assets,
endof year ............

$ 39,752

$ 32,491

WA

Funded status .............. $(31,785)
Unrecognized net loss .......
20,850
Unrecognized transition
obligation, net............
342
Unrecognized prior service cost..
188
Post-measurement date

$(26,677)
15,239
398
220

403

. 205

740

-

adjustments ...

.-....

Accrued post-retirement
benefit costs .............

$ (10,200)

-

Post-retirement Benefits

Benefit obligation, end of year

$

7,005

$

-

5,455
235
356
147
(416)
325
6,102

N/A
WA
NIA
N/A
.

N/A

$ (7,005) $ (6,102)
2,645
2,211
461
-

-

-

$(10,080) $ (3,957) $ (3,430)

Amounts Recognized inthe
Balance Sheets Consist Of:
Accrued benefit liability......$ (10,200): $ (10,080) $ (3,957) $ (3,430)
Additional minimum liability
(5,144)
(3,144)
N/A
WA
Intangible asset .. .. *.
.
.
.530
618
WA
N/A
Accumulated other
comprehensive income ..... .. 4,614
NA
WWA
Regulatory asset ........
..
2,526 WA .
WA
Net amount recognized .......

54
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$ (10,200)

$ (10,080) $ (3,957) $ (3,430)
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Pension Benefits
At December 31,

2005

2004,

Post-retirement Benefits
- 2005

2004

(Dollars inThousands)
Accumulated Benefit Obligation

.$55,302

Pension Plans With a Projected
Benefit Obligation In Excess
- of Plan Assets:
Projected benefit obligation
Accumulated benefit
obligation ..............
Fair value of plan assets ......

$46,455

N/A

REPORT

line basis over the average future service of active plan participants

benefiting under the plan, without application of the amortization
corridor described in SFAS Nos. 87 and 106.
Pension Benefits

rNA

For the Year Ended December 31,

2005

2004

2003

(Dollars inThousands)
$71,537

$59,168

N/A

N/A

55,302
39,752

46,455
32,491

N/A
N/A

N/A
N/A

Pension Plans With an Accumulated

Benefit Obligation InExcess
of Plan Assets:
Projected benefit obligation ..
Accumulated benefit
obligation ..............
Fair value of p!an assets ......
Post-retirement Plans With an.
Accumulated Post-retirement
Benefit Obligation In Excess
of Plan Assets:
Accumulated post-retirement
benefit obligation ........
Fair value of plan assets ......
Weighted-Average Actuarial
Assumptions used to
Determine Net Periodic
Benefit Obligation:
Discount rate .............
Compensation rate increase ..

ANNUAL

$71,537

$59,168

55,302
39,752

46,455
32,491

N/A
N/A

N/A
N/A

N/A

N/A

N/A
N/VA

N/A
N/A

$7,005
N/A

Components of Net Periodic Cost:
Service cost ......
Interest cost .....................
Expected return onplan assets ...........
Amortization of unrecognized:
Transition obligation, net ...............
Prior service costs ...................
Actuarial loss, net ...................

$$...............
2,820
$ 2,572
3,730
3,295
(3,114)
(2,780)

$ 2,545
2,928
(2,464)

57
31
1,340

57
31
802

57
31
603

4,864

$ 3,977

$ 3,700

Weighted-Average Actuarial Assumptions
used to Determine Net Periodic Cost:
Discount rate....................
Expected long-term return on plan assets ...
Compensation rate increase .............

6.00%
8.75%
3.00%

6.20%
9.00%
3.20%

6.75%
9.00%
Graded rates

For the Year Ended December 31,

2005

Net periodic cost

.................

M6,060
N/A

Post-retirement Benefits
2004

2003

(Dollars in Thousands)

5.75%
3.25%

6.00%
3.00%

5.75%
N/A

6.00%
N/A

Wolf Creek uses a measurement date of December 1 for the
majority of its pension and post-retirement benefit plans.
Wolf Creek utilized the assistance of plan actuaries in determining
the discount rate assumption at December 1, 2005. The actuaries
have developed an interest rate yield curve to enable companies to
make judgments pursuant to Emerging Issues Task Force (EITF)
Topic No. D-36, "Selection of Discount Rates Used for Measuring
Defined Benefit Pension Obligations and Obligations of Post
Retirement Benefit Plans Other Than Pensions."The yield curve is
constructed based on the yields on over 500 high-quality, non-

callable corporate bonds with maturities between zero and'30
years. A theoretical spot rate curve constructed from this yield
curve is then used to discount the annual benefit cash flows ofWolf
Creek's pension plan and develop, a single-point discount'rate

matching the plan's payout'structure,,
The prior service cost is amortized on a straight-line basis over the
average future service of the active employees (plan participants)
benefiting tinder the plan at the time of the amendment. The net
actuarial loss subject' to amortization is amortized on a straight-

Components of Net Periodic Cost:
Service cost .........................
Interest cost ......................
Expected return on plan assets ...........
Amortization of unrecognized:
Transition obligation, net ..............
Prior service costs ...................
Actuarial loss, net ..................
Netperiodiccost

...

....

Weighted-Average Actuarial Assumptions
used to Determine Net Periodic Cost:
Discount rate .....................
Expected long-term return on plan assets ...
Compensation rate increase .............

$

238
384
-

$ 235

58

58
141

--

170
$

850

6.00%
N/A
N/A

$

356
-

$

790

218
289
58
99

$

6.10%
N/A
N/A

664

6.50%
N/A
N/A

The expected long-term rate of return on plan assets is based on
historical and projected rates of return for current and planned
asset classes in the plans'investment portfolio. Assumed projected
rates of returnIfor each asset Class were selected after analyzing
long-term historical experience and future expectations of the
volatility of the various'asset classes. Based on target asset alloca-

tions for each asset class, the overall expected rate of return for the
portfolio was developed, adjusted for historical and expected experience of active portfolio management results compared to benchmark

returns and for the effect of expenses paid from plan assets.
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For measurement purposes, the assumed annual health care cost
growth rates were as follows.
At December 31,

2005

2004

Health care cost trend rate assumed for next year .............
Rate to which the cost trend rate isassumed
to decline (the ultimate trend rate) ...................
Year that the rate reaches the ultimate trend rate ..............

8.0%

8.5%

5.0%
2012

5.0%
2012

The health care cost trend rate has a significant effect on the
projected benefit obligation. A 1% change in assumed health care
cost growth rates would have effects shown in the following table.
One-Percentage. One-PercentagePoint increase

Point Decrease

(InThousands)

Effect on total of service and interest cost .............
Effect on the present value of the accumulated
projected benefit obligation ......................

,

$ 5

$(5)

41

(41)

The asset allocation for the pension plans at the end of 2005 and
2004, and the target allocation for 2006, by asset category are as
shown in the followingtable.
Plan Assets

Target Allocations
Asset Category

2006

2005

Savings Plan
Wolf Creek maintains a qualified 401(k) savings plan in which
most of its employees participate. They match employees'
contributions in cash up to specified maximum limits. Wolf Creek's
contribution to the plan is deposited with a trustee and is-invested
at the direction of plan participants into one or more of the
investment alternatives provided under the plan. KGE's portion of
expense associated with Wolf Creek's matching contributions was
$0.9 million for 2005, $0.8 million for 2004 and $0.9 million for 2003.
14. COMMITMENTS AND CONTINGENCIES
Purchase Orders and Contracts
As part of our ongoing operations and construction program, we have
purchase orders and contracts, excluding fuel, which is discussed
below under "- Fuel Commitments," that have an unexpended
balance of approximately $166.2 million at December 31, 2005, of
which $36.8 million has been committed. The $36.8 million
commitment relates to purchase obligations issued and outstanding
at year-end.
The yearly detail of the aggregate amount of required payments at
December 31,2005 was as follows.

2004
Committed
Amount

Pension Plans:
Equity securities .........................

65%

63%

65%

Debt securities ..........................

35%

27%

28%

Other ................................

0%

Total ...............................

10%
100%

7%
100%

(inThousands)

2008 ........................................ ... .......
Thereafter ..........

The Wolf Creek pension plan investment strategy supports the
objective of the fund, which is to earn the highest possible return
on plan assets consistent with a reasonable and prudent level of
risk. Investments are diversified across classes, sectors and manager
style to minimize the risk of large losses. Wolf Creek delegates
investment management to specialists in each asset class and
where appropriate, provides the investment manager with specific
guidelines, which include allowable and/or prohibited investment
types. Investment risk is measured and monitored on an ongoing
basis through quarterly investment portfolio reviews.
Pension Benefits

Post-Retirement Benefits

To/(From)
Expected Cash Flows

To/(From)

To/(From)

Company

Tol(From)

Company

Trust

Assets

Trust

Assets

(InThousands)

Expected contributions:
2006 ................
Expected benefit payments:
2006

6,000

$ 200

N/A

5 300

S (1,000)
S

$ (200)

N/A

$ (300)

2007 ...................

(1,200)

(200)

N/A

(300)

2008 ...................

(1,300)

(200)

N/A

(400)

2009 ...................

(1,600)

(200)

N/A

(400)

2010 ...................

(1,800)

(200)

N/A

(400)

(13,900)

(900)

N/A

(2,900)

2011-2015 ..............

56

$

$ 32,210
4,530

2006 .........
.. .........................................
2007 ................ .......................................

Total amount committed

...................

......

.............

5
15
$36,760

Clean Air Act
We must comply with the Clean Air Act, state laws and implementing regulations that impose, among other things, limitations on
major pollutants, including sulfur dioxide (SO2), particulate matter
and nitrogen oxides (NOx). In addition, we must comply with the
provisions of the Clean Air Act Amendments of 1990 that require a
two-phase reduction in some emissions. We have installed continuous monitoring and reporting equipment in order to meet the
add rain requirements.
Environmental Projects
KCPL began updating or installing additional equipment related
to emissions controls at La Cygne unit 1 for which we incurred
costs beginning in 2005.,We will continue to incur costs through
the completion of installation in 2009. We anticipate that our share
of these costs will be approximately $105.0 million. Additionally,
we have identified the potential for up to $515.0 million of
expenditures at other power plants for other environmental
projects during the next 8 years. This cost could increase depending
on the resolution of the Environmental Protection Agency (EPA)
New Source Review described below. In addition to the capital
investment, were we to install such equipment, we anticipate that
we would incur significant annual expense to operate and maintain the equipment and the operation of the equipment would

2005

reduce net production from our plants:As discussed above, the
ECRR will allow for the timely inclusion in rates capital expenditures
that are directly tied to environmental improvements required by
the Clean Air Act. However, increased operating and maintenance
costs can only be recovered through a change in our base rates
following a rate review.
The degree to which we will need to reduce emissions and the
timing of when such emissions control equipment may be required
is uncertain. Both the timing and the nature of required investments
depend on specific outcomes that result from interpretation of
regulations, new regulations, legislation, arid the resolution of the
EPA New Source Review described below. Although we expect to
recover such costs through our utility rates, we can provide no
assurance that we would be able to fully and tirmely recover all or
any increased costs relating to environmental compliance. Failure
to recover these associated costs could have a material adverse effect
on our consolidated financial condition or results of operations.
EPA New Source Review
Under Section 114(a) of the Clean AirAct (Section 114), the EPA is
conducting investigations nationwide to determine whether
modifications at coal-fired power plants are subject to New Source
Review requirements or New Source Performance Standards.
These investigations focus on whether projects at coal-fired plants
were routine maintenance or whether the projects were substantial
modifications that could have reasonably been expected to result
in a significant net increase in emissions. The Clean'Air Act
requires companies to obtain permits and, if necessary, install
control equipment to remove emissions when making a major
modification or a change in operation if either is expected to cause
a significant net increase in emissions.
The EPA requested information from us under Section 114 regarding
projects and maintenance activities that 'have been conducted
since 1980 at the three coal-fired plants we operate. On January 22,
2004, the EPA notified us that certain projects completed at Jeffrey
Energy Center violated pre-construction permitting requirements
of the Clean Air Act.
We are in discussions with the EPA concerning this matter in an
attempt to reach a settlement. We expect that any settlement with
the EPA could require us to update or install emissions controls at
Jeffrey Energy Center over an agreed upon number of years.
Additionally, we might be required to update'or install emissions
controls at our other coal-fired plants, pay -fines or penalties, or
take other remedial action. Together, these costs could be material.
The EPA has informed us that it has referred this matter to the
Department of Justice (DOJ) for the DOJ to consider whether to
pursue an enforcement action in federal district court. We believe
that costs related' to updating or installing emissions c6ntrols
would qualify for recovery through the ECRR. If we were to reach a
settlement with the EPA, We may be assessed a, penalty. The
penalty could be material arid may not be recovered in rates.
Manufactured Gas Sites
We have'been associated with a number of former manufactLred
gas sites located in Kansas and Missouri. We and the Kansas
Department of Health and Environment (KDHE) entered into a
consent agreement in 1994 governing all future work at the Kansas
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sites. Under the terms of the consent agreement, we agreed to
investigate and, if necessary, remediate these sites. Pursuant to an
environmental indemnity agreement with ONEOK, the current
owner of some of the sites, our liability for twelve of the sites is
limited. Of those twelve sites, ONEOK assumed total liability for
remediation of seven sites and we share liability for remediation
with ONEOK for five sites. Our total liability for the five shared
sites is capped at $3.8 million and terminates in 2012. We have sole
responsibility for remediation with respect to three sites.
Our liability for our former manufactured gas sites in Missouri is
limited by an environmental indemnity agreement with Southern
Union Company, which bought all of the Missouri manufactured
gas sites. According to the terms of the agreement, our future liability
for these sites is capped at $7.5 million and terminates in 2009.
Nuclear Decommissioning
Nuclear decommissioning is a nuclear industry term for the
permanent shutdown of a nuclear power plant and the removal of
radioactive components in accordance with the Nuclear Regulatory
Commission (NRC) requirements. The NRC will terminate a
plant's license and release the property for unrestricted use when a
company has reduced the residual radioactivity of a nuclear plant
to a level mandated by the NRC. The NRC requires companies with
nuclear plants to prepare formal financial plans to fund nuclear
decommissioning. These plans are designed so that funds required
for nuclear decommissioning will be accumulated prior to the
expiration of the license of the related nuclear power plant.Wolf
Creek files a nuclear decommissioning and dismantlement study
with the KCC every three years.
The KCC reviews nuclear decommissioning plans in two phases.
Phase one is the approval of the nuclear decommissioning study,
the current-year funding and future funding. Phase two is the filing
of a "funding schedule" by the owner of the nuclear facility detailing
how it plans to fund the future-year dollar amount of its pro rata
share of the plant.
Wolf Creek filed an updated nuclear decommissioning site study
with the KCC. Based on the 2005 site study of decommissioning
costs, including the costs of decontamination, dismantling and site

restoration, our share of such costs are estimated to be $243.3 million.
This amount compares to the 2002 site study estimate for decomnissioning costs of $220.0 million. The site study cost estimate
represents the estimate to decommission Wolf Creek as of the site
study year. The actual nuclear decommissioning costs may vary
from the estimates because of changes in technology and changes
in costs for labor, materials and equipment.
Electric rates charged to customers provide for recovery of these
nuclear decommissioning costs over the life of Wolf Creek, which,
as determined by the KCC for purposes of the funding schedule,
will be through 2045. The NRC requires that funds to meet its
nuclear decommissioning funding assurance requirement be in
our nuclear decommissioning fund by the time our license expires
in 2025. We believe that the KCC approved funding level will be
sufficient to 'meet the NRC minimum financial assurance
requirement. However, our consolidated results of operations
would be materially adversely affected if we are not allowed to
recover the full amount of the funding requirement.
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Nuclear decommissioning costs that'are recovered in rates are
deposited in an external trust fund. In 2005, we expensed approximately $3.9 million for nuclear decommissioning. We record our
investment in the nuclear decommissioning fund at fair value.The
fair value approximated $100.8 million at December 31, 2005 and
$91.1 million at December 31,2004.
-.

Storage of Spent Nuclear Fuel..,
Under the Nuclear Waste Policy Act of 1982, the Department of
Energy (DOE) is responsible for the permanent disposal of spent
nuclear fuel.'As required by federal law, the Wolf Creek co-owners
entered into a standard contract with the DOE in 1984 in which the
DOE promised to begin accepting from commercial nuclear power
plantsltheir used nuclear fuel for disposal beginning in early 1998.
In return, Wolf Creek pays into a federalNuclear Waste Fund
administered by the DOE a quarterly fee for the future disposal of
spent nuclear fuel. Our share of the fee was $3.8 million in 2005,
$4.3 million in 2004 and $3.8 million in 2003 and is calculated as
oheý-tenth of a'cet for each kilowatt-hour of net nuclear generation
produced. We include these disposal costs in operating expenses.
In 2002, theYucca Mountain site in Nevada was approved for the
development of a nuclear waste repository for the disposal of spent
nuclear fuel and high level nuclear waste from the nation's defense
activities. This action allows the DOE to-apply to the NRC to
license the project. Currently, the DOE has not defined a schedule
for submitting a license application. The opening of the Yucca
Mountain site has been delayed many times and could be delayed
further due to litigation and other issues related to the site as a
permanent repository for spent nuclear fuel. Wolf Creek has on-site
temporary storage for spent nuclear fuel expected to be generated
by Wolf Creek through the expiration of its operating license in 2025.
Nuclear Insurance
We maintain nuclear insurance for Wolf Creek in four areas: liability,
worker radiation, property and accidental outage. These policies
contain certain industry standard exclusions, including, but not
limited to, ordinary wear and tear and war. Both the nuclear liability
and property insurance programs subscribed to by members of the
nuclear power generating industry include industry aggregate
limits for non-certified acts, as defined by the Terrorism Risk
Insurance Act, of terrorism-related losses, including replacement
power costs. An industry aggregate-limit of $300.0 million exists for
liability claims, regardless of the number of non-certified acts

affecn Wolf' Creek or any other nudear nergy liability policy or
the number of policies in place. An industry aggregate limit of
$3.24 billion plus any reinsurance recoverable by Nuclear Electric
Insurance Limited (NEIL), our insurance provider, exists for property
claims, including accidental outage power costs for acts of terrorism
affecting Wolf Creek or any other nuclear energy facility property
policy within twelve months from the date of the first act. These
limits are the maximum amount to be paid to members who sustain
losses or damages from these types of terrorist acts. For certified
acts of terrorism, the individual policy limits apply. In addition,
industry-wide retrospective assessment programs (discussed below)
can apply once these insurance programs have been exhausted.
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Nuclear Liability Insurance
Pursuant to the Price-Anderson Act, which was reauthorized
through December 31; 2025 by the Energy Pblicy Act of 2005, we
are required to insure against public liability claims'resulting from
nuclear incidents toý the 'full limit of public liability, which is
currently approximately $10.8 billion. This limit of liability consists
of the maximum available commercial insurance of $300.0 million,
and the remaining $10.51 billion is provided through mandatory
participation in an, industry-wide retrospective assessment
program.iUncder this retrospective assessment program, we can be
assessed up to $100.6 million per incident at any commercial
reactor in the country, payable at no more than $15.0 million per
incident per year.This assessment is subject to an inflation adjustment based on the Consumer Price Index and applicable premium
taxes. This assessment also applies in excess of Our worker radiation
Claims insurance. In addition, Congress could impose ,additional
revenue-raising measures to payclaimns.
Nuclear Property Insurance
The owners of Wolf Creek carrydecontamination liability, premature
nuclear decommissioning liability and property damage insurance
for Wolf Creek totaling approximately $2.8 billion (our share is
$1.3 billion).This insurance is provided byNEIL. In the event of an
accident, insurance proceeds m~ust first be used for reactor stabilization and site decontamination in accordance with a plan mandated
by the NRC. Our share of any remaining proceeds can be used to
pay for property damage or decontamination expenses or, if certain
requirements are'met, including nuclear decommissioning the
plant, toward a shortfall in the nuclear decommissioning trust fund.
Accidental Nuclear Outage Insurance
The owners also carry additional insurance with NEIL to cover costs
of replacement power and other extra expenses incurred during a
prolonged outage resulting from accidental property damage at
Wolf Creek. If significant losses were incurred at any of the nuclear
plants insured under the NEIL policies, we may be subject to
retrospective assessments under the currentpolicies of approximately $26.5 million (our share is $12.4 million).
Although we maintain various insurance policies to provide coverage
for potential losses and liabilities resulting from an accident or an
extended outage, our insurance coverage may not be adequate to
cover the costs that could result from a catastrophic accident or
extended outage at Wolf Creek. Any substantial losses not covered
by insurance, to the extent not recoverable through rates, would
have a ,material adverse effect on our consolidated financial
condition and results of operations.
Fuel Commitments
To supply a portion of the fuel requirements for Our generating
plants, we have entered into various commitments to obtain nuclear
fuel and coal. Some of these contracts contai provisions for price
escalation and minimum purchase,commitments. At December 31,
2005, our share of Wolf Creek's nuclear fuel commitments were
approximately $12.4 million for uranium concentrates expiring in
2007, $2.0 million for conversion expiring in 2007, $9.7 million
for, enrichment expiring at various times through 2006 and
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$54.1 million for fabrication through 2024. In addition, letters of
intent have been issued with suppliers for major portions of Wolf
Creek's future uranium, conversion and enrichment requirements
extending through 2017.

(PCB) contaminated oil. As of December 31,2005, we recorded an
asset retirement obligation of approximately $21.2 million pursuant
to the requirements of FIN 47 based on the fair value of these
disposal obligations.

At December 31, 2005, our coal and coal transportation contract
commitments in 2005 dollars under the remaining terms of the
contracts were approximately $1.5 billion. The largest contract
expires in 2020, with the remaining contracts expiring at various
times through 2013.

The amount of the retirement obligation related to asbestos
disposal was recorded as of 1990, the date when the Environmental
Protection Agency published the "National Emission Standards for
Hazardous Air Pollutants: Asbestos NESHAP Revision; 'Final
an increase
Rule." We also capitalized the retirement obligation as

At December 31, 2005, our natural gas transportation commitments in 2005 dollars under the remaining terms of the contracts
were approximately $38.7 million. The natural gas transportation
contracts provide firm service to several of our natural gas burning
facilities and expire at various times through 2010, except for one
contract that expires in 2016.
Energy Act
As part of the 1992 Energy Pblicy Act, a special assessment is being
collected from utilities for a Uranium Enrichment Decontamination
and Decommissioning Fund. Our portion of the assessment,
including carrying costs, for Wolf Creek is approximately
$9.7 million, adjusted for inflation. To date, we have paid approximately $9.0 million, with the estimated remainder payable over the
next year.We recover such costs from prices we charge our customers.
15. ASSET RETIREMENT OBLIGATIONS
In accordance with SFAS No. 143, adopted January 2003, and FASB
Interpretation -No. 47, "Accounting for Conditional Asset
Retirement Obligations"(FIN 47), adopted December 31,2005, we
have recognized legal obligations associated with the disposal of
long-lived assets that result from the acquisition, construction,
development or normal operation of such assets. Concurrent with
the recognition of the liability, the estimated cost of an asset
retirement obligation is capitalized and depreciated over the
remaining life of the asset.
Legal Liability
On January 1,2003, we recognized the liability for'our 47% share of
the estimated cost to decommission Wolf Creek. SFAS No. 143
requires the recognition of the fair value of. the, asset retirement
obligation we incurred at the time Wolf-Creek was placed into
service in 1985. On January 1, 2003, we recorded an ,asset retirement obligation of $74.7 million. In addition, we increased our
property and equipment balance, net of accumulated depreciation,

by $1,0.7 million.
During 2005 we updated our :nuclear decommissioning' and
dismantlement study. Based upon the results of the 2005 study, we
have revised our estimate of ýour Wolf Creek asset retirement
obligation. Accordingly, in 2005 we increased our asset retirement
liability $14.6 million. Costs to retire Wolf Creek are currently being
recovered through raes aspovded bythe"KCC.,",
In additioh, during 2005 we-deteniiined that we have conditional
asset retirement obligations that.are within the scope of FIN 47.
The conditional asset retirement obligations include disposal of
asbestos insulating material at our power plants, remediation of
ash disposal ponds and the disposal of polychlorinated biphenyl

to the asset's carying value.
We operate, as permitted by the state of Kansas, ash landfills at
several of our power plants. We have determined that the closure of
these facilities represents a conditional asset retiremnent obligation
as defined by FIN 47. Accordingly we have recognized an asset
retirement obligation for the ash landfills. The liability was
determined based upon the date each landfill was originally placed
in service.
PCB contaminates are contained within company electrical
equipment, primarily transformers. We have determined that the
disposal of PCB-contaminated equipment represents a conditional
asset retirement obligation as defined by FIN 47. Accordingly, we
have recognized an asset retirement obligation for the PCBcontaminated equipment. The liability was determined based
upon the PCB regulations that originally became effectdve in 1978.
The following table summarizes our legal asset retirement
obligations included on our consolidated balance sheets in longterm liabilities.
As of December 31,

2005

2004

2003

(InThousands)

Beginning asset retirement obligation ......
Transition liability .....
! ...............
Accretion expense .....................
Additional estimated liabilit............14,638

$ 87,118
6,336
21,796

$ 80,695
6,423
-

$

Ending asset retirement obligation .......

$129,888

$87,118

$80,695

74,745
5,950
-

Cumulative Effect of FIN 47: In March 2005, the FASB issued
FIN 47. The interpretation clarified the term "conditional asset
retirement obligation" as used in SPAS No. 143. The recording of
the obligation for regulated operations has no income statement
impact due to the "deferral of' the adjustments through the
establishment of a regulatory asset pursuant to SFAS No. 71. If we
had implemented FIN 47 at January 1, 2004, the liability for asset
retirement obligations would have been $19.1 million.The liability
at December 31, 2004 would 'have been $20.1 million. The
following table summarizes the accounting for the initial adoption

of FIN 47, as of December 31,2005.
SP•lant

Regulatonr
Assets

Assets

Long-Term
iabilities

(InThousands)
Reflect retirement obligation
"
when liability incurred ...
.........
Record accretion of liability to adoption date ...
Record depr6ciaiionof plant to adoption date...
Net impactof FIN47 ....................

$

$6,336
'

(3,825)
$ 2,511

14,861
3,825
$18,686

$ 6,336
14,861
$21,197
59
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Non-Legal Uability - Cost of Removal
We recover in rates, as a component of depredation,'the'costs to
dispose of utility plant assets that do not represent legal retirement
obligations. At December 31, 2005 and 2004, Westar Energy had
incurred, but had not recovered, $0.3 million and $1.3 million,
respectively, in removal costs, which were classified as a regulatory
asset. At December 31,2005 and 2004, KGE had $6.9 million and
$2.6 million, respectively, in amounts collected, but unspent, for
removal costs classified as a regulatory liability. The net amount
related to non-legal retirement costs can fluctuate based on
amounts recovered in rates compared to removal costs incurred.
16. LEGAL PROCEEDINGS
We and certain of our present and former officers and directors are
defendants in a consolidated purported class action lawsuit in
United States District Court in Topeka, Kansas, "In Re Westar
Energy, Inc. Securities Litigation," Master File No. 5:03-CV-4003
and related cases. In earlyApril 2005, we reached an agreement in
principle with the plaintiffs to' settle this lawsuit for $30.0 million.
The full terms: of the proposed settlement are set forth'in a
Stipulation and Agreement of Compromise, Settlement and Release
dated as of May 31, 2005 filed with the court. On September 1, 2005,
the court approved the proposed settlement and directed the
parties to conisummrat the settlement in accordance with the
stipulation. Pursuant to'the stipulation, we paid $1.25 million and
our insurance carriers paid $28.75 million into a settlement fund
that upon effectiveness of the settlement will be disbursed, after
payment of $9.0 million of legal fees for plaintiffs' counsel plus
expenses, to shareholders as provided in the stipulation. -The
amounts paid by our insurance carriers in this settlement include
the payments related to the settlement of the shareholder derivative
lawsuit described below. The effectiveness of the settlement is
conditioned upon the entry of a final judgment approving the
settlement of the shareholder derivative lawsuit described in the
following paragraph. No final judgment has been entered in the
shareholder derivative lawsuit, the status of which is described in
the following paragraph.
Certain present and former members of our board of directors and
officers are defendants in a shareholder derivative complaint filed
April 18,2003, "Mark Epstein vs David C. Wittig, DouglasT. Lake,
Charles Q. Chandler IV, Frank J. Becker, Gene A. Budig, John C.
Nettels, Jr., Roy A. Edwards, John C. Dicus, Carl M. Koupal, Jr.,
Larry D. Irick and Cleco Corporation, defendants, and Westar
Energy, Inc., nominal defendant, Case No. 03-4081-JARI"In early
April 2005, a special litigation committee of our board of directors
approved an agreement in principle to settle this lawsuit for
$12.5 million to be paid to us by our insurance carriers. The full
terms of the proposed settlement are set forth in a Stipulation and
Agreement of Compromise, Settlement and Release dated May 31,
2005 filed with the court. On September 1, 2005, the court approved
the proposed settlement and directed the parties to consummate
the settlement in accordance with the stipulation. Pursuant to the
stipulation, the recovery from our insurance carriers, less attorney's
fees of $2.5 million, was paid into the settlement fund for the settle60

ment of the securities class action lawsuit as described above. On
September 16, 2005, one shareholder filed a motion asking the
court to reconsider its order approving the settlement. The court
denied this motion on December 2, 2005, and the shareholder then
filed a timely appeal with the United States Court of Appeals for

the Tenth Circuit. The appeal is now being briefed by the parties.
We and certain of our present and former officers and employees

are defendants in a consolidated purported class action lawsuit
filed in United States District Court inTopeka, Kansas, "In ReWestar
Energy ERISA Litigation, Master File No. 03-4032-JAR." The lawsuit
is brought on behalf of participants in, and beneficiaries of, our
Employees'401(k) Savings Plan between July 1, 1998 and January 1,
2003. On January 31, 2006, we reached an agreement in .rinciple
with the plaintiffs to settle this lawsuit for $9.25 million, which will
be paid by our insurance carrier. The full terms of the proposed

settlement will be set forth in a Class Action Seffiement Agreement
expected to be filed with the court by March 17, 2006. The
settlement is subject to approval by the court. The court will
conduct a hearing which has not yet been scheduled, to consider
whether the setlement is fair, reasonable and adequate.
In connection with the settlement of these lawsuits, we have
recorded,$40.50million in other current assets related to the
establishment of the settlement funds and an offsetting liability of
$41.75 million. We also recognized expenses of $1.25 million
related to the administration of the settlement of the class action
lawsuit and derivative complaint.
On June 13, 2003, we filed a demand for arbitration with the
American Arbitration Association asserting claims against David C.
Wittig; our former president, chief executive officer and chairman,
and Douglas T. Lake, our former executive vice president, chief
strategic officer and member of the board, arising out of their
previous employment with us. Mr. Wittig and Mr. Lake have filed
counterclaims against us in the arbitration alleging substantial
damages related to the termination of their employment and the
publication of the report of the special committee of our board of
directors. We intend to vigorously defend against these claims. The
arbitration has been stayed pending final judgment in the trial of
Mr. Wittig and Mr. Lake on criminal charges in U.S. District Court
in the District of Kansas. On September 12, 2005, the jury convicted
Mr. Wittig and Mr. Lake on the charges relevant to each of them.
Sentencing is currently scheduled for April 3, 2006. We are unable
to predict the ultimate impact of this matter on our consolidated
results of operations.

We and our subsidiaries are involved in various'other legal, environmental and regulatory proceedings. We believe that adequate
provisions have been madeand accordingly believe that the ultimate
disposition of such matters will not have a material adverse effect
onour consolidated results of operations.

See also Notes 3, 14, 17 and 18 for discussion of KCC regulatory
proceedings, alleged violations of the Clean Air Act, an investigation
by the United States Attorney's Office, an inquiry by the Securities
and Exchange Commission (SEQ,, an investigation by FERC and
potential liabilities to Mr. Wittig and Mr. Lake.
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17. ONGOING INVESTIGATIONS
Grand Jury Subpoena
On September 17, 2002, we were served with a federal grand jury
subpoena by the United States Attorney's Office in Topeka, Kansas,
requesting information concerning the use of aircraft and our
annual shareholder meetings. Since that date, the United States
Attorney's Office has served additional subpoenas on us and
certain of our employees requesting further information concerning
the use of our aircraft; executive compensation arrangements with
Mr. Witti& Mr. Lake and other former and present officers; the
proposed rights offering of Westar Industries stock that was
abandoned; and the company in general. We are providing information in response to these requests and we are cooperating fully
in the investigation. We have not been informed -that we are a
target of the investigation. On December 4, 2003, Mr. Wittig and
Mr. Lake were indicted by the federal grand jury on conspiracy,
fraud and other criminal charges related to their actions while
serving as our officers. For additional information regarding the
jury trial of Mr. Wittig and Mr. Lake, see Note 18, "Potential
Liabilities to David C. Wittig and Douglas T. Lake."
Securities and Exchange Commission Inquiry
On November 1, 2002, the SEC notified us that it would be
conducting an inquiry into the matters involved in the restatement
of our first and second quarter 2002 financial statements. Our
counsel has communicated with the SEC about these and other
matters within the scope of the grand jury investigation, including
disclosures in our proxy statements concerning personal aircraft
use by former officers and the payment of a bonus to Mr. Wittig in
2002. We are unable to predict the ultimate outcome of the inquiry
or its impact on us.
FERC Subpoena
On May 19,2005, we and FERC reached a settlement regarding the
matters related to the FERC investigation of power trades with
Cleco Corporation and its affiliates, power transactions between
our system and our marketing operations and power trades in
which we or other trading companies acted as intermediaries. The
settlement does not require us to make any monetary payments.
As part of the settlement, we will follow a three-year plan to ensure
compliance with FERC rules. The settlement was neither a finding

of wrongdoing by FERC nor an admissicn of wrongdoing by us.
Department of Labor Investigation
On February 1, 2005, we received a subpoena from the Department
of Labor seeking documents related to our Employees'401(k)
Savings Plan and our defined pension benefit plan. We have

provided information to the Department of Labor pursuant to the
subpoena and subsequent inquiries. At this time, we do notknow
the specific purpose of theinvestigation and we are unable to
predict the ultimate outcome of the investigation or its impact on
us. See Note 16, "Legal Proceedings," for discussion of a class
action lawsuit brought on behalf of participants in our Employees'
401(k) Savings Plan.
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18. POTENTIAL LIABILITIES TO DAVID C. WITTIG
AND DOUGLAS T. LAKE
David C. Wittig our former chairman of the board, president and
chief executive officer, resigned from all of his positions with us and
our affiliates on November 22, 2002. On May 7,2003, our board of
directors determined that the employment of Mr. Wittig was
terminated as of November 22,2002 for cause. DouglasT. Lake, our
former executive vice president, chief strategic officer and member
of the board, was placed on administrative leave from all of
his positions with us and our affiliates on December 6, 2002. On
June 12,2003, our board of directors terminated the employment of
Mr. Lake for cause.
On June 13, 2003, we filed a demand for arbitration with the
American Arbitration Association asserting claims against Mr. Wittig
and Mr. Lake arising out of their previous employment with us.
Among other things, we are seeking to recover compensation and
benefits previously paid to Mr. Wittig and Mr. Lake and to avoid
compensation and other benefits Mr. Wittig and Mr. Lake claim to
be owed to them as a result of their previous employment with us.
We are unable to predict the outcome of the arbitration.
At December 31,2005, we had accrued liabilities totaling approximately $60.1 million for compensation not yet paid to Mr. Wittig
and Mr. Lake under various plans. The compensation includes RSU
awards, deferred vested shares, deferred RSU-awards, deferred
vested stock for compensation, executive salary continuation plan
benefits and, in the case of Mr. Wittig, benefits arising from a split
dollar life insurance agreement. The amount of our obligation to
Mr. Wittig related to a split dollar life insurance agreement is
subject to adjustment at the end of each quarter based on the total
return to our shareholders from the date of that agreement. The
total return considers the change in stock price and accumulated
dividends. These compensation-related accruals are included in
long-term liabilities on the consolidated balance sheets with a
portion recorded as a component of paid in capital. The amount
accrued will increase annually as it relates to future dividends on
deferred RSU awards and increases in amounts that may be due
under the executive salary continuation plan.
In addition, we have accrued $6.3 million as of December 31, 2005
for legal fees and expenses incurred by Mr.Wittig and Mr. Lake that
are recorded in accounts payable on our consolidated balance
sheets. These legal fees and expenses were incurred in the defense
of the criminal charges filed by the United States Attorney's Office
inTopeka, Kansas. On September 12, 2005, the jury convicted
Mr. Wittig and Mr. Lake on the charges relevant to each of them.
We will likely incur substantial additional expenses for legal fees
and expenses incurred by Mr. Wittig and Mr. Lake related to the
possible appeal of these convictions and the arbitration proceeding
discussed above. We have filed lawsuits against Mr. Wittig and
Mr. Lake claiming that the legal fees and expenses they have
incurred, which we have advanced or for which they seek advancement in the defense of the criminal charges, are unreasonable and
excessive. We have asked the court to determine the amount of the
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legal fees and expenses that Were reasonably incurred and Which
we have an obligation to advance. We are unable to estimate the
amount of the legal fees and expenses incurred ,or that willtebe

incurred by Mr. Wittig and Mr. Lake for which we may b

responsible. We are also currently unable to determinie the amount
of the fees which may be recovered under any applicable directors

and officers liabty insurance poies.
In addition to these amounts, we could also be obligated to make
payments to Mr. Wittig and Mr. Lake pursuant to the" executive

salary continuation plan. Assuming an expected payout period of
35 years, the aggregate nominal ah'iount of these payments would
be approximately $15.9 million for Mr. Wittig and $8.0 million for

Mr. Lake.
The jury in the trial of Mr.Wittig and Mr. Lake also determined that
Mr. Wittig'and Mr. Lake should fOrfeit to the United States'certain
property that it determined was derived from their criminal conduct.
The court subsequently~entered p'illminary'drdeis of forfeiture
with respect to the property forfeited by Mr. Wittig and Mr. Lake.
The forfeited property-consists substantially of compensation and
benefits that we are seeking to avoid paymentfof in the arbitration
proceeding referenced above. We believe that we have exclusive or

superior rights. in the forfeited property.!We have filed petitions
with the court asserting these righ•sWith respect to the prope"rty

forfeited by Mr. Wittig and Mr. Lakq, We are Ieunable to predict

whether the court will decide that the rights we have asserted are

exclusive or superior to the rights ofthe United States or tther

persons who may assert rights in the forfeited property.
19. REDEMPTION OF GUARDIAN INTERNATIONAL
PREFERRED STOCK

.

On July 9, 2004, Guardian International, Inc. (Guardian) redeemed
8,397 shares of Guardian Series C preferred stock held of record by
us. The redemption price was $8.6 million, representing'the par

value of $1,000 per share, or $8.4 million, plus $0.2 million in
accrued dividends through the date of redemption and the
redemption premium. In 2002, we granted certain current and
former officers 540 RSUs linked to these securities. In 2002, we also
transferred beneficial ownership of 4,714 shares of Guardian Series
C preferred stock to Mr. Wittig and Mr. Lake in exchange for other
securities. The ownership of these shares and related dividends

is disputed and is the subject of the arbitration proceeding with
Mr. Wittig and Mr. Lake discussed above in ,Note 16, "'Legal

Proceedings." We recorded an approximate $0.6 million increase in
the balance of our potential liability to Mr.Wittig and Mr. Lake in the

third quarter of 2004 to reflect the difference between the carrying
value of the 4,714 shares claimed by Mr. Wittig and Mr Lake and
the redemption amount.

20. COMMON AND PREFERRED STOCK

i

.

.-.

:

,.

for
as amended, provide 31,
Westar Energy's articles of incorporation,
150,000,000 authorized shares of common stock.At December
,
2005, we had86,835,37.,1,shares issued and outstanding.
Shares
Energy has a direct stock ptrchase plan (DSPP)
Westat
issue shares or
sold pursuant to the DSPP may be either original2005,
of
toal
a
market.'Durng
open
the
shres purchased fr
805,650 shares were issed by Westar Energy 'for the DSPP, the
Employee Stock Purchase Plan and other stock based plans
nder the.1996 t6ng-Term Inýeltive, andShare Award
I
operated
31,`2005, a total 6f 5,056,725 shares were
December
At
Plan.
available under the DSPP registrationstatement.'
"
Common Stock:Issuance
12.5 million -shares of its
appr6dximately
sold
Enerigy
Westar
common stock in 2004 for net proceeds bf $245.1 minlion.'
Preferred Stock Not:Subject to Mandatory'Redemption
Westar Energy's cumulative prefefred stock is redeemable in Whole
or in part on 30 to 60 days'noti6e at otfr optionIThe table below
shows our redemption amount for al. series of preferred stock not
subject to mandatorydempion at Defeiber l, 2005.
Pritndpl'

Shares

Rate

Dutstanding
A

4.500%
4.250%
5.000%

'

eost

Price

' '(DollarslnTh6Usands)

121',613'•$$12,161
1,497
54,970
3,778
'
37,780
$21436
"

108.00%
01,50%,'"
''* 102.00%

ct

to-Redeem

Premium
':~
$ 973•t
82
.76.
$1,131

$13,134;
5,57§
'

"

3,854
$22,S67

The provisions of Westar Energy's articles of incorporaoion,,as
amended, contain restrictions on the payment of dividends or the
making of other distributions on its 'common stock while any
unless certain capitalization
preferred sheres remainoutstadI

rai0os and other conditions are met. Ifthe ratio of the'capital

rpresented byWestar Enrgy's common stock, including premiums

on its capital stock and its surpus accounts, to its total capital and
iti surplus accounts at the end of the secnhd month immediately
precedingihe date of the'proposedpayment of dividends, adjusted
tb reflect the proposed payment (capitali~ati6n ratio), will be less

than 20%; then the payment of the dividends on its common stock
shall not exceed 50% of its net income available for dividends for
the 12-montn period ending with and including the second month
immediately preceding the date of the prooed payment. If the
Capitalization ratio is 20% or more but less than,25%,; then the
payment of dividends on it.s common stock, including the proposed

payment, shall not exceed 75%..of its net income available for
dividends for such 12-month period. Except to theextent perritted

above, no payment o r other distribution may be made that would
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reduce the capitalization ratio to less than 25%.The capitalization
ratio is determined based on the unconsolidated balance sheet for
Westar Energy. At December 31, 2005, the capitalization ratio was
greater than 25%.
So long as there are any outstancding shares of Westar Energy

preferred stock, Westar Energy shall not without the consent of a
majority of the shares of preferred stock or if more'ltan one-third
of the outsta*nding shares of preferred stock vote negatiVely and
without the consent of a percentage of any and all classes required
ylaw and Westar Energes'artiles of incorporation, declare or pay
any dividends' (other than stock dividends or dividends applied by
the recipient to the purchase of additional shares) or make any
other distribution upon Subordinated Stock-unless, immediately
after such distribution or payment the sum ofWestar Energy's capital
represented by its outstanding common stock and its earned and
any capital surplus shall not be less than $10.5 million plus an
amount equal to twice the annual dividend requirement on all the
then outstanding shares of preferred stock.
21. LEASES
Operating Leases
We lease office buildings, computer equipment, vehicles, rail cars, a
generating facility and other property and equipment. These leases
have various terms and expiration dates ranging from I to 24 years.
In determining lease expense, we recognize the effects of scheduled
rent increases on a straight-line basis over the -minimum lease
term. The rental expense associated with the LaCygne unit 2 operating lease includes an offset for the amortization of the deferred
gain on the sale-leaseback. The rental expense and estimated
commitments are as follows for the La Cygne unit 2 lease and other
operating leases.
Total

LaCygne 2
Lease(a)

Year Ended December 31,

Operating
Leases

.InThousands)

Rental expense:
$ 28,895

2003 ......................................
2004 ......................
2005
.

2007. ............
........
2008 ...........................
....

Thereafter. . i.'.•i. .•.:'..•,...,
fuue
rTotal
Commitr•ents

.
.......

....

..

On June 30, 2005, KGE caused the owner of La Cygne unit .2 to
refinance the debt used by the owner to finance the purchase of the
facility. The savings resulting from extending the termnof the lease
and refinancing the debt will reduce KGE's annual lease expense
by approximately $10.8 million.
Capital Leases
ýapital leases are identified based on the requirempnýýet forthi
SFAS No. 13, "Accounting for Leases." For both vehicles and
computer equipment, new leases are signed each month based on
the terms of the master lease agreement. The lease term for
vehicles is from 5 to 14 years'depending on the type of vehicle.The
computer equipment has either a 2- or 3-year term. Assets
recorded under capital leases are listed below.
2004

2005

December 31,

(inThousands)
Vehicles ...........
Computer equipment and software ...................
Accumulated amortization .........................
Total capital leases ............ ................

$33,518
4,168
(19,375)

$35,769
2,145
(17,848)

$18,311

$20,066

Capital lease payments are currently treated as operating leases for
rate making purposes. Minimum annual rental payments, excluding
administrative costs such as property taxes, insurance and maintenance, under capital leases at December 31,2005 are listed below.

28,895'1
23,481

'5 42,495
38,793
t34,239

33,535

$ 44,637

23,464
32,892

32,703
41,352

332,6
964
33,041

39,855

2008 .......
2009

39,447

2010

.....

355,805 ::/381,992

...
:

.

$511,701

REPORT

On June 30,2005, KGE and the owner of La Cygne trnit 2 amended
certain terms of the agreement relating to KGE's lease 'ofLa Cygne
unit 2, including an extension of the lease tenr. The lease was
entered into in 1987 with an initial term ending in September 2016.
With the June 30,2005 extension, the term of the lease will expire in
September 2029. Upon expiration of the lease term in 2029, KGE
has a fixed price option to purchase La Cygne unit 2 for a price that
is estimated to be the fair market value of the facility in 2029. KGE
can also elect to renew the lease at the expiration of the lease term
in 2029. However, any-renewal period, when added to the initial
lease term, cannot exceed 80% of the estimated useful life of
La Cygne unit 2.

Total Capital
Leases
(InThousands)

Year Ended December 31

.=r

Futurecommitments:
2006........

...............
2009
2010 ...... .

ANNUAL
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..............
........
2006.
2007 2007......................
. . ....
.......................

...........
.

..........................
.................

.......

..........
.............................
...
Thereafter ....
. .......................
• ::: ," :" •
' : • .. .
:
:23,378

$ 5,845

4,982
4,8
3,847
2,951
2,120
3,633
"

$514,01•6
Amounts representing imputed interest

•The La Cygne unit2 Jease amounts are included in the total operatingleas
column.

. ...

.. .... (5,067)...

Present value of net Minimumlease payments under capital leases .....

'$18,311
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22. RELATED PARTY TRANSACTIONS
Services Agreement

-

ONEOK Shared

We and ONEOK had shared services agreements in which we
provided and billed one another for facilities, utility field work,
mobile communications, information technologyi customer
support, meter reading and bill processing. Payments for these
services were based on various hourly charges, negotiated fees and
out-of-pocket expenses.
Year Ended December 31,

Charges to ONEOK . .............................
Charges from ONEOK ...............................

2004

2003

$7,213
$2,735

$8,312
$3,190

ONEOK terminated portions of this shared services agreement in
September 2004, including electric service orders, call center
functions, bill processing and remittance processing. In addition to
joint meter reading, we continue to share some facilities and a
mobile communications system.

between Quadrangle and us relating to the sale transaction.
Pursuant to the terms of the settlement agreement, Quadrangle
paid us $32.5 million in cash as additional consideration, and we
settled tax sharing-related obligations to Protection One by tendering $27.1 million in Protection One 7-3/8% senior notes, including
accrued interest, and payin*g $45.9 million in cash. Our net cash
payment under the settlement agreement was $13.4 million. In
addition, the settlement agreement provided that we would jontly
agree to make an Internal Revenue Code (IRC) Section 338(h) (10)
election. For tax purposes, an IRC Section 338(h)(10) election
allows us to treat theOne.
saleI of Protection One stock as a sale of the
assets of Protection
Results of discontinued operations are presented in the table below.
Year Ended December 31,

20054

Sales ................

(InThousands, Except Per Share Amounts)
S 306,938
$ $ 22,466

..........

Costs and expenses ......................

-

2004(b)

19,937

2003

289,900

Earnings from discontinued operations

23. DISCONTINUED OPERATIONS - Sale of Protection One
and Protection One Europe

In 2005, we recorded approximately $0.7 million in income in our
results of discontinued operations due to the resolution of indemnification issues with the sale of the Protection One Europe security
business,.

In 2003, we classified our monitored security businesses as
discontinued operations. We also reclassified historical periods to
conform with this classification.
We sold our interest in Protection One Europe on June 30, 2003.
The sale resulted in a $58.7 million reduction in our consolidated
debt level from the buyer's assumption of $48.2 million of
Protection One Europe debt that was included on our consolidated
financial statements and the use of $10.5 million of cash proceeds
to pay down debt.
On February 17,2004, we dosed the sale of our interest in Protection
One to subsidiaries of Quadrangle Capital Partners LP and
Quadrangle Master Funding Ltd. (together,Quadrangle). At dosing
we assigned to Quadrangle the senior credit facility between
Westar Industries, Inc., Westar Energy's wholly owned subsidiary,
and Protection One, which had an outstanding balance of
$215.5 million. At closing, we received proceeds of $122.2 million.
Protection One had been part of our consolidated tax group since
1997. Under the terms of a tax sharing agreement, we have
reimbursed Protection One for current tax benefits used in our
consolidated tax return attributable to Protection One. On
November 12, 2004, we entered into a settlement agreement with
Protection One and Quadrangle that, among other things, terminated a tax sharing agreement, settled Protection One's claims
with us relating to the tax sharing agreement and settled claims
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2,529

17,038

Estimated gain (loss) on disposal .............
Income tax expense (benefit) ................

1,232
490

30,980
(45,281)

t258,979)
(164,036)

Results of discontinued operations ..........

$ 742

78,790

S (77,905)

$ 0.01

$ 0.95

$ (1.08)

$0.01

$ 0.94

S (1.06)

before income taxes ...................

Basic results of discontinued
operations per share .................
Diluted results of discontinued
operations per share .....................

-

aAnwunts are related to the resolution of indemnificationissues associatedwith
the sale of ProtectionOne Europe.
tb)Indudes resultsthrough February 17,2004 when ProtectionOne was sold.

24. QUARTERLY RESULTS (UNAUDITED)
Our electric business is seasonal in nature and, in our opinion,
comparisons between the quarters of a year do not give a true
indication of overall trends and changes in operations.
A significant factor affecting our 2005 quarterly results was the
recognition of the change in the market value of our fuel contracts.
Based on the terms of certain fuel supply contracts, changes in the
fair value of these contracts were marked-to-market through
earnings in accordance with the requirements of SFAS No. 133. We
recognized non-cash gains of $12.3 million for the three months
ended March 31, 2005, $13.0 million for the three months ended
June 30, 2005 and $45.8 million for the three months ended
September 30, 2005. As a result of the December 28, 2005 KCC
Order implementing the RECA, we reversed $70.9 million of these
previously recognized mark-to-market adjustments to fuel expense
during the fourth quarter of 2005. During the three months ended
March 31, 2004, no mark-to-market adjustments were recognized.

2005

We recognized a non-cash loss of $0.4 million for the three months
ended June 30, 2004, a non-cash gain of $3.8 million in the
three months ended September 30, 2004 and a non-cash loss of
$3.9 million in the three months ended December 31,2004.
Also as a result of the December 28, 2005 KCC Order, during the
fourth quarter of 2005 we recorded a $10.4 million write-off of
disallowed plant costs and established a regulatory asset for
depreciation differences, which allowed us to record a reduction in
depreciation expense of $20.1 million.
In addition, our net results of discontinued operations varied
between comparable quarters. In the fourth quarter of 2005, we
recognized income from discontinued operations of $0.7 million,
which reflects the resolution of indemnification issues with the sale
of the Protection One Europe security business. In the fourth
quarter of 2004, we recognized income from discontinued operations of $71.9 million, which reflects the results of the final settlement
of issues related to the sale of our monitored security business.
First
2005
Sales .....................
Income from continuing
operations ...............
Results of discontinued
operations, net of tax ......
Net income ................
Earnings available for
common stock ...........
Per Share Data(a):
Basic:
Earnings available from
continuing operations...
Discontinued operations,
net of tax ............

$336,502

$374,802

$477,896

2004
Sales .....................
Income from continuing
operations ...............
Results of discontinued
operations, net of tax ......
Net income ................
Earnings available for
common stock ...........
Per Share Data(a):
Basic:
Earnings available from
continuing operations...
Discontinued operations,
net of tax ............

$394,078

15,615

27,876

84,475

6,901

15,615

27,876

84,475

742
7,643

$ 15,373

$ 27,634

$ 84,233

$ 7,401

Second

REPORT

Third

Fourth

(inThousands, Except Per Share Amounts)

Second
Third t
Fourth
(InThousands, Except Per Share Amounts)

$340,263

$358,430

$421,489

$344,307

8,791

13,979

60,369

16,941

6,888
15,679

13,979

60,369

71,902
88,843

$ 15,437

$ 13,737

$ 60,127

$ 88,599

$

$

0.16

$

0.70

$

0.12

-

0.09

0.19
0.84

-

Earnings available .......

$

0.21

$

0.16

$

0.70

$

1.03

Diluted:
Earnings available from
continuing operations...
Discontinued operations,
net of tax .............

$

0.12

$

0.16

$

0.69

$

0.19

Earnings available .......

$

0.21

$

0.16

$

0.69

$

$

0.19

$

0.19

$

0.19

$ 0.23

$ 21.11

$ 22.92
$ 20.05

Cash dividend declared
per common share ........
Market price per
common share:
High ...................
Low ...................

0.09

$ 21.00
$ 18.06

-

$ 21.47
$ 18.24

-

$

19.58

0.83
1.02

Items are computed independentlyfor each of the periods presentedand the sum
of the quarterly amounts may not equal the totalfor the year

(a)

$

0.18

$

-

0.32

$

-

0.97

$

-

0.07
0.01

Earnings available .......

$

0.18

$

0.32

$

0.97

$

0.08

Diluted:
Earnings available from
continuing operations...
Discontinued operations,
net of tax ............

$

0.18

$

0.32

$

0.96

$

0.07

Earnings available .......

$

0.18

$

0.32

$

0.96

$

0.08

$

0.23

$

0.23

$

0.23

$

0.23

$ 24.29

$

24.97

$ 21.10

$ 22.90

Cash dividend declared
per common share ........
Market price per
*common share:
High ...................
Low ...................

First

ANNUAL

-

$ 23.80
$ 21.07

-

-

0.01

$ 24.80
$ 21.26

W)Items are computed independentlyfor each of the periodspresentedand the sum
ofthe quarterly amounts may not equal the totalfor the year.
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ITEM 9. CHANGES INAND DISAGREEMENTS WITH
ACCOUNTANTS ON ACCOUNTING ANDFINANCIAL DISCLOSURE

PARTAIII
ITEM "10. DIRECTORS AND EXECUTIVE OFFICERS
OF THE REGISTRANT

None.

The information concerning directors required by Item 401 of

ITEM 9A. CONTROLS AND PROCEDURES
Under the supervision-and with the participation of our management, including our chief executive officer and our chief financial
officer, we have evaluated the effectiveness of the design and
operation of our disclosure controls and procedures as defined in
Rule 13a-15(e) of the Securities Exchange Act of 1934. These
controls and procedures are designed to ensure that material
information relating to the company and its subsidiaries is
communicated to the chief executive officer and the chief financial
officer. Based on that evaluation, our chief executive officer and our
chief financial officer concluded that, at December 31, 2005, our
disdosure controls and pr6ced&6e are effective to ensure that
information required to be disclosed by us in reports that we file or
submit under the Securities Exchange Act of 1934 is recorded,
processed, summarized and reported within the time periods
specified in Securities and Exchange Commission rules and forms.
There were no changes. in.our-interhal control over financial
reporting during the fourth quarter ended December 31,2005, that
have materially affected, or are reasonably likely to materially affect,
our internal control over financial reporting.
See Item 8. Financial Statements and Supplementary Data for
Management's Annual Report On Internal Control Over Financial
Reporting and the Independent Registered Public Accounting
Firm's report with respect to management's assessment of the
effectiveness of internal control over financial reporting.
ITEM 9B. OTHER INFORMATION
None.

II

Regulation S-K will be included under the caption "Election of
Directors" inour definitive Proxy Statement for our 2006 Annual
Meeting of Shareholders to be fied pursuantto Regulation 14A
(the 2006 Proxy Statement), and that information is incorporated
by reference in this Form 10-K Information concerning executive
officers required by Item 401 of Regulation S-K is located under
Part 1,Item 1 of this Form 10-K. The information required by Item
405 of Regulatio n S-K concerning compliance with Section 16(a)
of the Exchange- Act will be included under the caption "Section:
16(a) Beneficial Ownership Reporting Compliance" in our 2006
Proxy Statement, and that'information is incorporated by reference
in this Form 10-K. The' information required by Item 406 'of
Regulation'S-K will be included under the caption "Corp6rate
Governance Matters" in' our 2006 Proxy Statement, and that
information is incorporated by reference in this Form 10-K.
ITEM 11. EXECUTIVE COMPENSATION

The information required by Item 11 will be set forth in our 2006
Proxy Statement under the captions "Compensation of Directors,"
"Compensation of Executive Officers"and "Employment Contracts,"
and that information is incorporated by reference in this Form 10-K.
ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL.
OWNERS AND MANAGEMENT
The information required by Item 12 will be set forth in our 2006
Proxy Statement under the captions "Beneficial Ownership of
Voting Securities" and "Equity Compensation Plan. Information,"
and that information is incorporated by reference in this Form 10-K.
ITEM 13. CERTAIN RELATIONSHIPSAND
RELATED TRANSACTIONS
Not applicable.
ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES
The information reqiiked by Item 14will. be set forth in our 2006
Proxy Statement under the captions "Principal Accounting Firm
Fees"and "AuditCommittee Pre-Approval Fblides and Procedures,"
and that information is incorporated by reference in this Form 10-K.
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PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
FINANCIAL STATEMENTS INCLUDED HEREIN
Westar Energy, Inc.
Management's Report on Internal Control Over Financial Reporting
Reports of Independent Registered Publicc'A'iu`ning Firm
Consolidated Balance Sheets, as of December 31, 2005. and 2004
Consolidated Statements of Income for the years ended December 31, 2005, 2004 and 2003
Consolidated Statements of Comprehensive Income for the-years ended-December 31,2005,2004 and 2003
Consolidated Statements of Cash Flows for the years ended December 31,2005, 2004 and 2003
Consolidated Statements of Shareholders' Equity for the years ended'December 31, 2005,2004 and 2003
Notes to Consolidated Financial Statements

SCHEDULES
Schedule 11-Valuation and QualiyingAccounts
Schedules omitted as not applicable or not required under the Rules of Regulation S-X-L I,, IV, andV
EXHIBIT INDEX
All exhibits marked "I"arerincorpPrated herein by reference. All exhibits marked by an asterisk are management contracts or compensatory
plans or arrangements required to be identified by Item 15(a)(3) of Form 10-K. All exhibits marked "#"are fied with this Form 10-K.
Description
1(a)

1(b)

3(a)
3(b)
3(c)
3(d)
3(e)
3(f)
3(g)
3(h)
3(i)
3(j)

- Underwriting Agreement between Westar Energy, Inc., andCitigroup Global Markets Inc. and Lehman
Brothers Inc., as representatives of the several underwriters, dated January 12, 2005 (filed as Exhibit 1.1
to the Form 8-K filed on January 18, 2005)
- underwriting Agreement between Westar Energy, Inc. and Barclays Capital and Citigroup Global Markets,
Inc., as representatives of the several underwriters, dated June 27, 2005 (fied as Exhibit 1.1 to the Form 8-K
fied on July 1, 2005)
- By-laws of Westar Energy,• Inc., as amended April28, 2004 (filed as Exhibit 3(a) to the Form 10-Q
for the period ended June 30, 2004 filed on August 4,2004)
- Restated Articles of Incorporation ofWestar Energy, Inc., as amended through May 25,1988
(fied as Exhibit 4 to the Form S-8 Registration Statement, SEC File No. 33-23022 filed on July 15,1988)
- Certificate ofAmendment to Restated Articles of Incorporation ofWestar Energy, Inc.
(filed as Exhibit 3 to,the Form 10-1(405 for the period ended December 31, 1998 filed on April 14,1999)
- Certificate of Designations for Preference Stock, 8.5% Series (filed as Exhibit 3(d) to the Form 10-K
for the period ended December 31,1993 filed on March 22,1994)
- Certificate of Correctionto RestatedArticles of IncorporationofWestar Energy, Inc.(filed as Exhibit 3(b);to the Form I.0Q-Kfor the period ended December 31,1991 filed on March 30,1992)
- Certificate of Designations for Preference Stock, 7.58% Series (fied as Exhibit 3(e) to the Form 10-K
for the period ended December 31;1993 filed on March 22,1994),
- Certificate ofAmendment to Restated Articles of Incorporation ofWestar Energy, Inc.;
(filed as Exhibit 3(c) to the Form 10-K for the period ended December 31,1994 filed on March 30,1995).
-Certificate ofAmendment to.Restated Articles of Incorporation ofWestar Energy, Inc.
(filed as Exhibit 3 to the Form 10-Q for the period endedJune 30,1994 filed on August-11, 1994)
Certificate of Amexhdment to.Restated Articles of Incorporation of Westar Energy, Inc.
(filed as Exhbit'3(a) to the Form 10-Q for the period ended,Jiune30 1996 filed on August 14,1996)
Certificate of Amendment to Restated Articles of Incorporation of Westar Energy, Inc.
(filed as Exhibit 3 td the Foimn 10-CO
for the periodended Marh 31i, 1998 filed on May 12,1998)
Form of Certifiate of Designations for 7.5% Convrtible Preferce Stock
(filled .asEx-•bit 99.41 tothe Form 8-K filed on Noverber 17, 2000)
••.
..
.

I

I

I
I
I
I
I
I
I
I
I
I

-

3(k)
3(1)

- Certificate of Amencnent to RestatedA•ices of Incororation of Westar Energy, Inc.
(ified as• Ecbit 3(1)to the Form' 10J-K for the perioended December 31,"2002
filed on April 11, 2003)
3(m) - certificate of Amendment to Restated Artices ofrororation ofWestar Energy, Inc.
(filed as Exhibit 3(m) to the Form 10-K for the period ended December 31,2002 filed on April 11, 2003)
3(n) - Certificate of Amendment to Restated Articles of Incorporation of Westar Energy, Inc.
(filed as Exhibit 3(m) to the Form S-3 Registration Statement No.333-125828 filed on June 15, 2005)
4(a) - Mortgage and Deed of Trust dated July 1, 1939 between'Westar Energy, Inc. and HarrisTrust and Savings Bank,
Trustee (filed as Exhibit'4(a) to Registration Statement No. 33-21739)

I
1
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- First and Second Supplemental Indentures dated July 1,1939 and April 1,1949, respectively
(filed as Exhibit 4(b) to Registration Statement No. 33-21739)
4(c) - Sixth Supplemental Indenture dated October 4,1951 (filed as Exhibit 4(b) to Registration Statement
No. 33-21739)
4(d) - Fourteenth Supplemental Indenture dated May 1,1976 (fied as Exhibit 4(b) to Registration Statement
No.33-21739)
4(e) - Twenty-Eighth Supplemental Indenture dated July 1,1992 (filed as Exhibit 4(o) to the Form 10-K
for the period ended December 31,1992 fied on March 30,1993)
4(f) - Twenty-Ninth Supplemental Indenture dated August 20,1992 (fied as Exhibit 4(p) t0the Form 10-K
for the period ended December 31,1992 filed on March 30,1993)
4(g) - Thirtieth Supplemental Indenture dated February 1, 1993 (fied as Exhibit 4(q).to the Form 10-K
for the period ended December 31,1992 filed on March 30,1993)
4(h) - Thirty-First Supplemental Indenture dated April 15,1993 (fied as Exhibit 4(r) to the Form S-3 Registration
Statement No. 33-50069 fied on August 24,1993)
4(i) - Thirty-Second Supplemental Indenture dated April 15,1994 (filed as Exhibit 4(s) to the Form 10-K
for the period ended December 31,1994 fied on March 30,1995)
4(j) - Thirty-Fourth Supplemental Indenture dated June 28,2000 (filed as Exhibit 4(v) to the Form 10-K
for the period ended December 31, 2000 filed on April 2, 2001)
4(k) - Thirty-Fifth Supplemental Indenture'dated May 10, 2002 between Westar Energy, Inc. and
BNY MidwestTrust Company, as Trustee (fied as Exhibit 4.1 to the Form 10-Q for the period
ended March 31,2002 filed on May 15, 2002)
4(1) - Thirty-Sixth Supplemental Indenture dated as-of june 1,2004, betweenWestar Energy, Inc. and
BNY Midwest Trust Company (as successor to Harris Trust and Savings Bank), to its Mortgage
and Deed of Trust dated July 1,1939 (filed as Exhibit 4.1 to the Form 8-K filed on January 18,2005)
4(m) - Thirty-Seventh Supplemental Indenture, dated as of June 17,2004, between Westar Energy, Inc. and
BNY Midwest Trust Company (as successor toHarris Trust and Savings Bank), to its Mortgage and
Deed ofTrust dated July 1, 1939 (fied as Exhibit 4.2 to the Form 8-K fied on January 18,2005)
4(n) - Thirty-Eighth Supplemental Indenture, dated as of January 18,2005, between Westar Energy, Inc. and
BNY Midwest Trust Company (as successor to HarrisTrust and Savings Bank), to its Mortgage and
Deed ofTrust dated July 1,1939 (filed as Exhibit 4.3 to the Form 8-K fied on January 18,2005)
4(o) - Thirty-Ninth Supplemental Indenture dated June 30, 2005 between Westar Energy, Inc. and
BNY MidwestTrust Company (as successor to Harris Trust and Savings Bank) to its Mortgage
and Deed of Trust dated July 1,1939 (fied as Exhibit 4.1 to the Form 8-K filed on July 1, 2005)
4(p) - Forty-First Supplemental Indenture dated June 6,2002 between Kansas Gas and Electric Company
and BNY Midwest Trust Company, asTrustee (fied as Exhibit 4.1 to the Form 10-Q for the period
ended June 30, 2002 filed on August 14,2002)
4(q) - Forty-Second Supplemental Indenture dated March 12,2004 between Kansas Gas and Electric Company
4(b)

-

4(r)

-

4(s)

-

4(t)

-

10(a)

-

10(b)
10(c)

10(d)
10(e)

I

-

and BNY Midwest Trust Company, asTrustee (filed as Exhibit 4(p) to the Form 10-K for the period ended
December 31,2004 fied on March 16,2005) .
Forty-Fourth Supplemental Indenture dated May 6,2005 between Kansas Gas and Electric CompanyI
and BNY MidwestTrust Company, as Trustee'(fied as Exhibit 4 to the Form 10-Q for the period ended
March 31,2005 fied on May 10, 2005)
Debt Securities Indenture dated August 1,1998 (filed as Exhibit 4.1to the Form 10-Q for the period
ended June 30,1998 filed on August 12, 1998)
Securities Resolution No. 2 dated as of May 10, 2002 under Indenture dated as of August 1,1998 between
Western Resources, Inc. and Deutsche Bank Trust CompanyAmericas (filed as Exhibit 4.2 to the Form 10-Q
for the period ended March 31,2002 filed on May 15,2002)
Instruments defining the rights of holders of other long-term debt not required to be filed as Exhibits will
be furnished to the Commission upon request.

Long-Term Incentive and Share Award Plan (fied as Exhibit 10(a) to the Form 10'Q for the period
ended June 30,1996 fied on August 14,1996)*
- Form of Employment Agreements with Messrs. Grennan, Koupal, Terrill, Lake and Wittig and Ms. Sharpe
(fied as Exhibit 10(b) to the Form 10-K for the period ended December 31,2000 fied on April 2, 2001)*
- A RailTransportation Agreement among Burlington Northern Railroad Company, the Union Pacific Railroad
Company and Westar Energy, Inc. (filed as Exhibit 10to the Form 10-Q for the period ended June 30,1994
filed on August11, 1994)
- Agreement between Westar Energy, Inc. and AMAX Coal West inc effective March 31,1993
(fled as Exhibit 10(a) to the Form 10-K for the period ended December 31,1993 filed on March 22,1994)
between Westar Energy, Inc. and Williams Natural GasCompany dated October 1,1993
-Agreement
(filed as Exhibit 10(b) to the Form 10-K for the pieriod ended December 31,1993 fied onMarch 22,1994)

I
I
I
I
I
I
I
I
I

I
I

I
I

I
I
I
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10(f) - Short-term Incentive Plan (filed as Exhibit 100) to the Form 10-K for the period ended December 31,1993
I
filed on March 22,1994)*
10(g) - Westar Energy, Inc. Non-Employee Director Deferred Compensation Plan, as amended and restated,
I
dated as of October 20,2004 (filed as Exhibit 10.1 to the Form 8-K filed on October 21, 2004)*
10(h) - Executive Salary Continuation Plan of Western Resources, Inc., as revised, effective September 22,1995
I
(filed as Exhibit 100) to the Form 10-K for the period ended December 31,1995 filed on March 27,1996)*
10(i) - Letter Agreement between Westar Energy, Inc. and David C. Wittig, dated April 27,1995
I
(filed as Exhibit 10(m) to the Form 10-K for the period ended December 31,1995 filed on March 27,1996)*
100) - Form of Split Dollar Insurance Agreement (filed as Exhibit 10.3 to the Form 10-Q for the period ended
I
June 30,1998 fied on August 12, 1998)*
10(k) - Amendment to Letter Agreement between Westar Energy, Inc. and David C. Wittig, dated April 27,1995
I
(filed as Exhibit 10 to the Form 10-Q/A for the period ended June 30,1998 fied on August 24,1998)*
10(1) - LetterAgreement between Westar Energy, Inc. and Douglas T. Lake, dated August 17,1998
I
(filed as Exhibit 10(n) to the Form 10-K405 for the period ended December 31,1999 filed on March 29, 2000)*
10(m) - Form of Change of Control Agreement with officers of Westar Energy, Inc. (fied as Exhibit 10(o) to the
I
Form 10-K for the period ended December 31, 2000 filed on April 2, 2001)*
10(n) - Form of loan agreement with officers of Westar Energy, Inc. (fied as Exhibit 10(r) to the Form 10-K
I
for the period ended December 31,2001 fied on April 1, 2002)*
10(o) - Amendment to Employment Agreement dated April 1, 2002 between Westar Energy, Inc. and David C. Wittig
I
(fied as Exhibit 10.1 to the Form 10-Q for the period ended June 30, 2002 filed on August 14, 2002)*
10(p) - Amendment to Employment Agreement dated April 1, 2002 between Westar Energy and Douglas T. Lake
I
(filed as Exhibit 10.2 to the Form 10-Q for the period ended June 30,2002 filed on August 14, 2002)*
10(q) - Credit Agreement dated as ofJune 6,2002 amongWestar Energy, Inc., the lenders from time to time party
I
there to, JPMorgan Chase Bank, as Administrative Agent, Citibank, N.A., as Syndication Agent, and Bank
of America, NA, as Documentation Agent (filed as Exhibit 10.3 to the Form 10-Q for the period ended
June 30, 2002 filed on August 14, 2002)
10(r) - Employment Agreement dated September 23,2002 between Westar Energy, Inc. and David C. Wittig
I
(fied as Exhibit 10.1 to the Form 10-Q for the period ended September 30,2002 fied on November 15, 2002)*
10(s) - Employment Agreement dated September 23,2002 between Westar Energy, Inc. and DouglasT. Lake
I
(filed as Exhibit 10.1 to the Form 8-K filed on November 25, 2002)*
10(t) - Letter Agreement dated November 1, 2003 between Westar Energy, Inc. and James S. Haines, Jr.
I
(filed as Exhibit 10(a) to the Form 10-Q for the period ended September 30,2003 filed on November 10, 2003)*
10(u) - Letter Agreement dated November 1, 2003 between Westar Energy, Inc. and William B.Moore
I
(fied as Exhibit 10(b) to the Form 10-Q for the period ended September 30,2003 filed on November 10, 2003)*
10(v) - Letter Agreement dated November 1, 2003 between Westar Energy, Inc. and Mark A. Ruelle
I
(filed as Exhibit 10(c) to the Form 10-Q for the period ended September 30,2003 filed on November 10, 2003)*
10(w) - Letter Agreement dated November 1, 2003 between Westar Energy, Inc. and Douglas R. Sterbenz
I
(filed as Exhibit 10(d) to the Form 10-Q for the period ended September 30,2003 filed on November 10, 2003)*
10(x) - Letter Agreement dated November 1, 2003 between Westar Energy, Inc. and Larry D. ick
I
(fied as Exhibit 10(e) to the Form 10-Q for the period ended September 30,2003 filed on November 10, 2003)*
10(y) - Waiver and Amendment, dated as of November 6,2003, to the Credit Agreement, dated as of June 6,2002,
I
amongWestar Energy, Inc., the Lenders from time to time party thereto, JPMorgan Chase Bank, as
Administrative Agent for the Lenders, Citibank, N.A., as Syndication Agent, and Bank of America, N.A.,
as Documentation Agent (fied as Exhibit 10(f) to the Form 10-Q for the period ended September 30,2003
filed on November 10, 2003)
10(z) - Credit Agreement dated as of March 12, 2004 among Westar Energy, Inc., the several banks and other
I
financial institutions or entities from time to time parties to the Agreement, JPMorgan Chase Bank, as
administrative agentThe Bank of NewYork, as syndication agent, and Citibank, NA., Union Bank of
California, NA., and Wachovia Bank, National Association, as documentation agents (filed as Exhibit 10(a)
to the Form 10-Q for the period ended March 31,2004 filed on May 10, 2004)
10(aa) - Supplements and modifications to Credit Agreement dated as of March 12,2004 among Westar Energy, Inc.,
I
as Borrower, the Several Lenders PartyThereto, JPMorgan Chase Bank, as Administrative Agent, The Bank
of NewYork, as Syndication Agent, and Citibank, NA., Union Bank of California, NA., and Wachovia Bank,
national Association, as Documentation Agents (fied as Exhibit 10(a) to the Form 10-Q for the period ended
June 30, 2004 filed on August 4, 2004)
10(ab) - Purchase Agreement dated as of December 23,2003 between POI Acquisition, L.L.C., Westar Industries, Inc.
1
and Westar Energy, Inc. (filed as Exhibit 99.2 to the Form 8-K fied on December 24,2003)
10(ac) - Settlement Agreement dated November 12,2004 by and amongWestar Energy, Inc., Protection One, Inc., POI
I
Acquisition, L.L.C., and POI Acquisition I, Inc. (filed as Exhibit 10.1 to the Form 8-K filed on November 15,2004)
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10(ad) - Restricted Share Unit Award Agreement between Westar Energy,Inc. and James S. Haines, Jr.
(filed as Exhibit 10.1 to the Form 8-K filed on December 7,2004)
10(ae) - Deferral Election Form of James S. Haines, Jr. (filed as Exhibit 10.2 to the Form 8-K filed on December 7,2004)
10(af) - Resolutions of the Westar Energy, Inc. Board of Directors regarding Nofn-Employee Director Compensation,
approved on September 2, 2004 (filed as Exhibit 10.1 to the Form 8-K filed on December 17, 2004).
10(ag) - Restricted Share Unit Award Agreement between Westar Energy, Inc. and William B. Moore
(filed as Exhibit 10.1 to the Form 8-K filed on December 29, 2004)
10(ah) - Deferral Election Form of William B.Moore (filed as Exhibit 10.2 to the Form 8-K filed on December 29, 2004)
10(ai) - Amended and Restated Credit Agreement dated as of May 6,2005 among Westar Energy, Inc., the several
banks and other financial institutions or entities from time to time parties to the Agreement, JPMorgan ý
Chase Bank, NA, as administrative agent, The Bank of NewYork, as syndication agent, and Citibank, NA,
Union Bank of California, N.A., and Wachovia Bank, National Association, as documentation agents
(fied as Exhibit 10 to the Form 10-Q for the period ended March 31,2005 filed on May 10, 2005)
10(aj) - Amended and Restated Westar Energy Restricted Share Units Deferral Election Form for James S. Haines, Jr.
(filed as Exhibit 10.1 to the Form 8-K filed on December 22, 2005)*,
10(ak) - Form of Change in Control Agreement (filed as Exhibit 10.1 to the Form'8-K filed on January 26,2006)
10(al) - Form of Amendment to the Employment Letter Agreements for Mr. Ruelle and Mr. Sterbenz
(fied as Exhibit 10.2 to the Form 8-K fied on January 26,2006)
10(am)- Form ofAmendment to the Employment Letter Agreements for Mr. rick and One Other Officer
(filed as Exhibit 10.3 to the Form 8-K filed on January 26, 2006)
12
- Computations of Ratio of Consolidated Earnings to Fixed Charges21
- Subsidiaries of the Registrant
23
- Consent of Independent Registered Public Accounting Firm, Deloitte,& Touche LLP
31(a) - Certification of Principal Executive Officer pursuant to Section 302 of the Sarbanes-OxleyAct of 2002
31(b) - Certification of Principal Accounting Officer pursuant to Section 302 of the Sarbanes-OxleyAct of 2002
32
- Certifications pursuant to Section 906 of the Sarbanes-OxleyAct of 2002 (furnished and not to be
considered filed as part of the Form 10-K)
99(a) - Kansas Corporation Commission Order dated November 8,2002 (filed as Exhibit 99.2 to the Form 10-Q
for the period'ended September 30,2002 filed on November 15,2002)
99(b) - Kansas Corporation Commission Order dated December 23,2002 (filed as Exhibit 99.1 to the Form 8-K
fied on December 27,2002)
99(c) - Debt Reduction and Restructuring Plan filed with the Kansas Corporation Commission on February 6,2003
1
(filed as Exhibit 99.1 to the Form 8-K filed on February 6,2003)
99(d) - Kansas Corporation Commission Order dated February 10, 2003 (fied as Exhibit 99.1 to the Form 8-K
filed on February 11, 2003)
99(e) " Kansas Corporation Commission Order dated March 11, 2003 (filed as Exhibit 99() to the Form 10-K
for the period ended December 31,:2002 fied on April 11, 2003)
99(f) - Demand for Arbitration (filed as Exhibit 99.1 to the Form 8-K filed on June 13, 2003)
99(g) - Stipulation and Agreement filed with the Kansas Corporation Commission on July 21,2003
(fied as Exhibit 99.1 to the Form 8-K fied on July 22,2003)
99(h) - Summary of Rate Application dated May 2,2005 (fied as Exhibit 99.1 to the Form 8-KA fied on May 10, 2005)
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WESTAR ENERGY, INC.
SCHEDULE II-1 VALUATION AND QUALIFYING ACCOUNTS
Desiption

Balance at
Beginning

Charged to
Costs and

of Period

Expenses

Balance
at End

Dedutons(a)

of Period

(InThousands)
Year ended December 31. 2003

Allowances deducted from assets for doubtful accounts .....................................

$6,618

$3,874

$(5,077)

$5,415

$5,415

$2,718

$(2,820)

$5,313

$5,313

$3,959

S(4,039)

$5,233

Year ended December 31.2004

Allowances deducted from assets for doubtful accounts .....................................
Year ended December 31, 2005

Allowances deducted from assets for doubtful accounts .....................................

_
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SIGNATURE
Pursuant to the requirements of Sections 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized.
WESTAR ENERGY, INC.
Date:

March 13, 2006

Is/Mark A. Ruelle

By:-

Mark A. Ruelle,
ExecutiveVice President and Chief Financial Officer
SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf
of the registrant and in the capacities and on the dates indicated.
Thie

Signature

Date

Director, Chief Executive Officer and President
(Principal Executive Officer)

March 13,2006

Executive Vice President and Chief Financial Officer
(Principal Financial and Accounting Officer)

March 13,2006

Chairman of the Board

March 13, 2006

Is! MOLLIE HALE CARTER
(Mollie Hale Carter)

Director

March 13,2006

/s/ R.A. EDWARDS III
(R.A. Edwards 111)

Director

March 13,2006

1s/ JERRY B. FARLEY
Gerry B.Farley)

Director

March 13,2006

Is/ B.ANTHONY ISAAC
(B.Anthony Isaac),

Director

March 13,2006

Director

March 13,2006

Is/ SANDRA A. J.LAWRENCE
(Sandra A. J. Lawrence)

Director

March 13,2006

Is/ MICHAEL F. MORRISSEY
(Michael F.Morrissey)

Dire cto r :, ,,

March,13, 2006

Director

March 13,2006

/s/ JAMES S. HAINES, JR.
Games S. Haines, Jr.)
Isl MARK A. RUELLE
(Mark A. Ruelle)
/s/ CHARLES Q. CHANDLER IV
(Charles Q. Chandler IV)

/s/ARTHUR

. KRAUSE

:

(Arthii1r
...
'-.- R
r

/s/ JOHN C. NEW1ELS, JR.
(John C. Nettels, Jr.)
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SHAREHOLDER INFORMATION &ASSISTANCE:

Westar Energy's Shareholder Services
department offers personalized service
to the company's individual shareholders.
We are the transfer agent for Westar
Energy common and preferred stock.
Shareholder Services provides information and assistance to shareholders
regarding" Dividend payments
• Historically paid on the first
business day of January, April,
July and October
" Direct deposit of dividends
" Transfer of shares
* Lost stock certificate assistance
" Direct Stock Purchase Plan assistance
• Dividend reinvestment
Purchase additional shares by
making optional cash payments
by check or monthly electronic
withdrawal from your bank account
• Deposit your stock certificates into
the plan for safekeeping
Sell shares
Please contact us in writing to request
elimination of duplicate mailings because
of stock registered in more than one
way. Mailing of annual reports can be
eliminated by marking your proxy card
to consent to accessing reports electronically on the Internet.
Please visit our Web site at
www.WestarEnergy.com.
Registered shareholders can easily
access their shareholder account
information online by going to
Investor Relations and clicking
on My Shareholder Account.
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Thisreport waspfinted an rsiqnied
paper
using
soy-based
inks.

CONTACTING SHAREHOLDER SERVICES

TRUSTEE FOR FIRST MORTGAGE BONDS

TELEPHoNE
Toll-free:
In the Topeka area:
Fax:

PRINCIPAL TRusTEE, PAYING AGENT

(800) 527-2495
(785) 575-6394
(785) 575-1796

ADDRESS

Westar Energy, Inc.
Shareholder Services
P.O. Box 750320,
Topeka, KS 66675-0320
E-AIL. ADDiRESS
sharsvcs@wr.com

:

Please include a daytime telephone
number in all correspondence.

AND REGISTRAR

The Bank of NewYork
2 North LaSalle Street, Suite 1020
Chicago, IL 60602-3802
(800) 548-5075
CORPORATE INFORMATION
CoRPoRATE ADDRESS

Westar Energy, Inc.
818 South Kansas Avenue
Topeka, KS 66612-1203
(785) 575-6300
Www.WestarEnergy.com
COMMON STOCM LISTING

CO-TRANSFER AGENT

Continental Stock Transfer
&Trust Company
17 Battery Place, 8th Floor
NewYork, NY 10004

licker Symbol (NYSE): WR
Daily Stock Table ListingWestarEngy
CHIEF EXECUTIVE OFFICER AND CHIEF

CONTACTING INVESTOR RELATIONS
TELEPHONE:

(785) 575-8227

ADDRESS

Westar Energy, Inc.
Investor Relations
EO. Box 889
Topeka, KS 66601-0889
E-MAiL ADDRESS: investrel@wr.com

Copies of our Annual Report on
Form 10-K filed with the Securities
and Exchange Commission and other
published reports can be obtained
without charge by contacting Investor
Relations at the above address, by
accessing the company's home page on
the Internet at www.WestarEnergy.com
or by accessing the Securities and
Exchange Commission's Internet
Web site at www.sec.gov.

FINANCIAL OFFICER CERTIFICATIONS

In 2005, our chief executive officer
submitted a certificate to the New
York Stock Exchange (NYSE) affirming
that he is not aware of any violation by
the company of the NYSE's corporate
governance listing standards. Our
chief executive officer's and chief
financial officer's certifications pursuant
to Section 302 of the Sarbanes-Oxley
Act of 2002 for the year ended
December 31, 2005 were included as
exhibits to Westar Energy, Inc.'s Annual
Report on Form 10-K for the year
ended December 31, 2005 that was
fied with the Securities and Exchange
Commission.
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DIRECTORS:
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REPORT

OFFICERS:

JAMES S. HAINES, JR. (59)
19 years of service
Chief Executive Officer
WILLIAM B. MOORE (53)
25 years of service
President and Chief
Operating Officer
MARK A. RUELLE (44)
13 years of service
Executive Vice President
and Chief Financial Officer
DOUGLAS R. STERBENZ (42)
8 years of service
Executive Vice President,
Generation and Marketing
BRUCE A. AKIN (41)
18 years of service
Vice President, Administrative
Services
Westar EnergyBoard of Directors; from left, is composed of Michael F Morrissey,Jerry B. Farley, CharlesQ. ChandlerIV,
B. Anthony Isaac, Sandra A.J. Lawrence, John C Nettels Jr., JamesS. Haines Jr., Arthur B. Krause, Mollie H. Carter,and R.A. Edwards.

CHARLES Q. CHANDLER IV (52)
Chairman of the Board
Directorsince 1999
Chairmansince 2002
Chairman of the Board,
President and Chief
Executive Officer
INTRUST Bank, NA
Wichita, Kansas
MOLLIE H.CARTER (43)
Directorsince 2003
President and Chief
Executive Officer
Sunflower Banks, Inc.
Salina, Kansas
Committees: Compensation,
Finance
R.A. EDWARDS III (60)
Directorsince 2001
President and Chief
Executive Officer
First National Bank
of Hutchinson
Hutchinson, Kansas
Committees: Audit, Nominating
and CorporateGovernance

JERRY B. FARLEY (59)
Directorsince 2004
President
Washburn University
Topeka, Kansas
Committees: Audit, Nominating
and CorporateGovernance
JAMES S. HAINES, JR. (59)
Directorsince 2002
Chief Executive Officer
Westar Energy, Inc.

Topeka, Kansas
B.ANTHONY ISAAC (52)
Directorsince 2003
President
LodgeWorks, L.P
Wichita, Kansas
Committees: Compensation,
Finance
ARTHUR B. KRAUSE (64)
Directorsince 2003
Executive Vice President
and Chief Financial Officer
(Retired)
Sprint Corporation
Naples, Florida

SANDRA A.J. LAWRENCE (48)
Directorsince 2004
Executive Vice President and
Chief Financial Oficer
Children's Mercy Hospital
Kansas City, Missouri
Committees: Compensation,
Nominatingand Corporate
Governance
MICHAEL F. MORRISSEY (63)
Directorsince 2003
Managing Partner (Retired)
Ernst &Young LLP
Naples, Florida
Committees: Audit, Compensation
JOHN C. NETrELS, JR. (49)
Directorsince 2000
Partner
Stinson Morrison Hecker LLP
Overland Park, Kansas
Committee: Finance

GREG A. GREENWOOD (40)
12 years of service
Treasurer
KELLY B. HARRISON (47)
24 years of service
Vice President, Transmission
Operations and Environmental
Services
LARRY D. IRICK (49)
6 years of service
Vice President, General Counsel
and Corporate Secretary
PEGGY S. LOYD (48)
27 years of service
Vice President, Corporate
Compliance and Internal Audit
JAMES J. LUDWIG (47)
15 years of service
Vice President, Regulatory
and Public Affairs
LEE WAGES (57)
28 years of service
Vice President, Controller
CAROLINE A. WILLIAMS (49)
30 years of service
Vice President, Customer Care

Committees: Audit, Finance
Doug Henry
27 years of service
Vice President,PowerDelivery
Deceased February9, 2006
Ages and years of service are as of December 31, 2005.
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