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Kansas City Power & Light Company Annual Report 1980

1980 Highlights

e latan Unit goes commercial; most effic.ent Joal-fired unit.
e Summer heat storm produces gains in sales, revenue; confirms need for latan Unit.

e latan Unit investment excluded from Missouri rate base; MPSC action challenged.

o Revenue increases of $49 6 million granted in Missouri. interim increase of $24.5 million in

Kansas.

® Wolf Creex it 70 percent finished; compietion date delayed to 1984.
e KCC approves KEPCo purchase of Wolf Creek Unit share: but conditions may prohibit sale.

Operating Percent
Increase
Highlights Electric Utility Data (000s) 1980 1979 (Decrease)
Electrnic Revenues 3 440,182 $ 365084 20.6%
Gross Adaitions to Plant s 156,604 $§ 234758 (33 3%)
Total Plant $ 1,287913 $ 1036161 24 3%
Constructior Work '~ Progress s 41917 § 516845 (18.9%)
Total Company Data
Earnings for Commorn Stock (000s) S 56,283 $ 33 180 €9 6%
Average Shares Outstanding 12,915,770 11 009.4C7 17 3%
Earnings Per Share S 4.36 $ 30 44 9%
Dividends Per Share S 2.69 3 2835 21%
Bock Value Per Share (year end) s 31.68 3 3195 (0.8%)
Return on Year £nd Eguity 13.2% 8 5% 48 3%
Selected Kilowatt Hour Sales (000s) 8,593,595 8.218.385 46%
Peak Load (Kw)
Statistics Summer 2,198,000 1 964,000 19%
Winter 1,299,000 1,.317.000 (1.4%,)
:.,‘ef Mix (%)
Coal 93.5% 88 8% 53%
Fuel Oil 9% 3.7% 75.7%)
Natural 3as 5.6% 7.5% 25.3%)
Average Coal Cost
(per million Btu) 100.1¢ 35 3¢ 4 8%
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To the Shareholders:

For KCPL. 1980 financial resuits
showed substantial mprovement
over 1979 because of three major
faciors

® The hottest summer in Kansas
City in nearly haif a century
caused unprecedented res-
idential usage of electricity for
air cooling, in contrast with the
unseasonably mild 1979 sum-
mer. KCPL's rec..'d system peak
demand of 2. 198 megawatts.

$2t on July 15 was 12 percent
above the 1979 peak Despite the
depressant effect of economic
recession on commercial and
industrial electric use. KCPl.s
1980 kilowatt hour sales
ncreased 4 6% over the

prior year

® Electnc retall rate increases
authonzed in "980. totaing $74 1
mllion annually, or about 20 per-
cent, were in effect during the
high usage penod

® The outstanding 94 7 percent
availability of our 'atan Unit after
it began commercial operation
on May § enabled the Company
to return from a net buyer to a
net seller position n interchange
transactions with other electric
systems. The net improvement in
the interchange picture for 1980
was $48.7 miilion over 1979

ironically. the Missour Pubiic Ser-
vice Commussion in its June 19 per-
manent rate order exclugded some
$22 millhion from KCPL's revenue
increase. finding the latan Unit was
not needed 1o serve KCPLs *980
Missoun customer requiremints
However the 1980 summer reat
storm proved the latan capacity
was absolutely essential to meet-
ing those customer needs and to
mainta:ning the continuity of service
on our system. Since then. the
Missoun Commission has repeat-
edly denied the Company a hear-
INg and an opportunity to present
evidence on the record 0 prove our
1980 need for latan capacity On
July 28, after Commission denial

of our request for a rehearing, we
appiied to the Missourn State Court
for juaicial review of the June 19

order On August & we filed with
the Commission for an additional
increase of $45 4 mullion and re-
quested the $22 million related to
latan be made effective after an
immediate evidentiary hearing on
the basis of the new evidence The
Commussion refused to grant that
hearing angd we promptly filed an
action in a Federal court 1o require
the Commission to do so. The mat-
ter is still pending in the Fegeral
appellate court

Higher electric usage combined
with rate increases produced total
revenues of $446 million. a gain of
20 percent from $371 milion in
1979. The most pronounced effect
was on summer slectric bills and
revenues from resigential customers
which in July were 134 percent
above 1979. Out of concern for the
obvious impact this wouid have on
tamily buagets. on July 15 we insti-
tuteg an automatic pa 'ment pian
permitting residential customers 10
defer payment of 25 percent of
their electric service dills with full
payment due October 15. Some
17.000 customers took advantage
of this plan

The mgst dramatic improvement

in 1980 financial results was in earn-
ings. With 1.9 million additional
shares outstanding, earnings per
common share in 1980 were $4 36
compared with $3 01 in 1979
Cash earnings. which excluce the
allowance for funds used dunng
construction, represented about 70
percent of the common dividend
paid

Or November 4 the Board of
Directors incre ased the quarterly
common stock dividend to 69.5
cents per share. or $2 78 per share
on an annual basis. up from the
pricr level of $2 66. It was the 21st
increase n 23 years

In ight of the precipitous decline in
earnings guring the last haif of 1979
ana forecasts for the first half cf
1980. we instituted an austerity pro-
gram on January 7, 1980, to reduce
cash expenditures without impairing
the adegquacy and rehiability of ser-

vice to customers. This program
has been successful ang. in major
part. extended indefinitely based
on the outstanding response of our
employees.

Cash construction expenditures for
1980 totaled $125 million, gown
trom $205 miihon in 1979, reflecting
compietion of the latan Unit. For the
first tme in ailmost a decade. the
Company now has only one major
generating unit under construction
As a "esult, construction require-
ments are expected to taper off
over the next several years.

The Wolf Creek nuclear unit is about
70 percent complete and commer-
cial operation s now targeted for
Apnl 1984 The one-year delay
became necessary due o a lagging
construction i'metabie related 1o

a previously reported grouncicss
concrete basemat problem. coid
weatner work delays. and uncer-
tainty about the apility of the
Nuciear Regulatory Commission

t0 precess sur operating license
applicaion on a imely basis. The
delay and Federally-required design
changes have increased (Ne asti-
mated total cost of the project

to $1.7 billion. On that basis, the
installed cost of our agreed 41 5
percent 477-megawatt-share
would be $1.373 per kilowatt

On October 30. the Kansas Corpo-
ration Commission authorized the
Kansas Eiectric Power Cooperative,
Inc.. to purchase its planned 17
percent ownership in Wolf Creek.
but the order contained sever~
onerous conditions unacceptable
to the parties. in our opr .on. unless
these conaitions are eliminated

or substantially modified, the sale
cannot be consummated. The
Company has joined XEPCo and
KG&E n applicatons for uaicial
review of the Commission's order
in the Kansas District Court Addi-
tionally the Kansas Senate has
passed a bill which would eliminate
the need for KEPCo to secure a
certificate frcm the KCC. if such a
bill is enacted nto law, the closing
of the sale to KEPCo couid be con-
clugeg snortly thereafter



on that concern. the Company insti-
tuted a plan on July 15 which ena-
pled all residential customers to pay
75 percent of their pills received
through September 15, with full
payment due by October 15. More
than 17.000 customers tcok advan-
tage of this automatic extension
plan and an equai number were
granted haraship extensions through
normal credit processes

For the four months June through
September 1980 KCPL's total
kilowatt hour sales were 18 8 per-
cent above 1979 Residertial usage
jumped about 60 percent, but the
total increase was tempered Dy

a decline in kilowatt hour sales to
manufacturing customers of almost
20 percent due to general adverse
economic conditions During most
of the remaining eight months of
the year, customer usage actually
lagged shightly behind 1979. For
the 12 months. KCPL's total 1980
kilowatt hour sales increased 4 6
percent over 1979

Higher usage. together with rate
increases granted duning (e year,
resuited in annual electric revenues
of $440 miilion, 21 percent more
than in 1979 Earnings per share
for 1980 were $4.36. an increase

of $1.35 per share above the
previous year

The Peak Demand Dilemma

Tre demand. sales, revenues and
earnings picture outlined above
llustrates the diiemma today facing
many electric utilities which serve
substantial seasonal peak load
Jemand In response to what is
perceived as a nationai effort, cus-
tomers conserve el ¢ ity except
during peak usage pericds. such as
the summer air cooling season-——
ar J especially gunng severe heat
storms More generating capacity

s needed to meei those increasing
customer peak loads. but because
of general energy conservation gur-
ng off-peak periods. that capacity
s underutiized for the remainder
of the year Therefore. the annual
fixed costs of the investment in the
system capacity, which presently
amount to nearly two-thids of the

cost of electnc service, must be
spread over fewer kilowatt hours
use durng the year This raises the
cost of electric service on a per
kilowatt hour basis and rer .u,"es
more rate increases than othen se
would be necessary Customer
raaction to the higher electric rates
causes more off-peak energy con-
servation. and the cycle repeats

in a “Catch 22" fashion. The stock-
holder sees wide swings in earn-
ings and the consumer in the
amount of his bill

PURPA's Pricing Signals

In the Public Utlity Regulatory
Policies Act of 1978 (PURPA). the
Congress required state regulatory
commissions to consider changes
in electric rate designs. which
manipulate pricing of electricity to
discourage energy usage Those
required consigerations include
pricing electricity according to sea-
sonal and time-of-day usage. with
the objective of stimulating energy
conservation and reducing the use
of oil. We believe that such rate
designs will not induce our cus-
tomers to conserve electnc use dur-
ing actual peak demand pernods
which, on our system, are caused
by customer air cooling loads—
particularly during heat storms
when air cooling 1s essential in
many cases to survive. Such rate
designs may well reduce customer
electric use both pefore and after.
but not during, the peak demand
period. As a result. the Company
must provide the capacity to meet
the customer peak load demand.
but the capacity will then be under-
utilized because of general conser-
vation encouraged by some of
such rate designs. When applied
to a coal-tired eiectric system like
KCPLs, the wisdom of those rate
designs must be seriously ques-
tioned because any off-peak energy
conservation would only conserve
the use of our pientiful coal. not

oil Both the Missour and Kansas

Commussions have held hearings
and are currenily considering
further adoption of PURPA guide-
lines. However, the Act already

has had a significant impact on the
application of recent rate increases
to KCPL's rate schedules. A gen-
eral “flattening” of rates has been
ordered by both commussions. Sub-
stantially increasing the electric

bills of customers with high monthly
use because of air cooling and
space heating. The intentional “pric-
ing signais” received by KCPLs
customers in the summer of 1980
may be modest compared to what
might be expected If the ratem:king
standards of PURPA were to be
fully mplemented in this area.

KCPL's Approach

The Company is opposing those
pronosed residential rate designs
which, as a practical matter, would
place air cooling or space heating
beyond the pocket books of all

but the wealthy. Moreover. during
times of heat storms. this pos-
sibility would have ominous con-
sequences. |n the Commissior
hearings. KCPL has encouraged
adoption of rate gesigns which

will continue to make electric ser-
vice available during peak periods
at reasonable averaga costs and
encourage off-peak use to mini-
mize future electric rate increases
Enforced electric energy conserva-
tion on our system during off-peak
periods is not in the best interests
of our customers. our stockhoiders
or the Nation. W~ are endeavoring
to make the significance of this
distinction clear to both the Com-
missions and our customers



Special Report
Heat Storm 1980

The Community Response

latan Averts Blackouts

Customers Set Record Peaks

Special Bill Payment Plan
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Interest xpense for the Year
Climbs t. $60.8 Million
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Board Raises Common Dividend

Construction Expanditures
Drop to $125 Million for 1980
Five-year Construction and
Financing Requirements



Management’s Discussion

Financial Review and
Analysis

Hot Weather, Increased Rates jeclined 1.7 percent in 1979 fron n higher 1980 exper 3
Boost Sales, Revenues, Earnings 1978 because of milder weather eases of $22 6 million of
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Corporate and Operating Review

MPSC Disallows latan Cost the need for the latan Unit. which evidence on the Company's need
in $49.6 Million Rate Increase were implicit in its 1972 certificate of for the latan Unit's capacity to serve
’ s 10 19K the Mice r p r nvenence ~ AMicentiri tomers durinc the v

. Vissou pUO v * y Iri Cu juring

renearng

vV O egawarlt 1 eq /‘atan Unit jpres a 3,000 acre site about 30 miies
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Wholesale Rate Schedules
Pending Before FERC

KCC Grants Interim Increase of
$24.5 Million Subject to Refund

Wolf Creek Unit Delayed One Year






S0 percent of our needs unti! 1984
At that time. its contnbution 1s
expected 1o arog to 78 percent with
the acdition of Wolif Creek.

Long-term coal supply contracts
from major proc. :ers provide for
about 90 percent of coal require-
ments for existing units through
1986. and 70 percent thereafter
through 1996

The Company's 12 coal-fired gener-
ating units, excluding the require-
ments of joint owners. bumeg 5 4
million tons of coal in 1980, as com-
pared to 4 2 million tons burned

n 19739 Qur unit costs for coal
ncreased by 4 2 percent to $1 001
per million Bty this year from 95 5
cents in 1979

During 1980. coal fueled about 94
percent ¢f generation output while
gas (5 percent) and cil (1 percent)
provided the balance. The quantity
of il burned droppec significantly
from 576.000 barreis in 1979 10
165.000 in 1980 because of the
availlabiiity of cheaper ccal-fired
xilowatts from the latan Unit. Oil
costs averaged $3.815 per miilion
Btu. compared with $2 968 last year

Natural gas usage also dropped
n 1980 The Company burned 6.4
mitkon mct in 1980 at an average
cost of $2.23 per million Btu, com-
pared t¢ 7 1 milkon mct in 1979
at a cost of $1.532 per million Btu

New Labor Agreements Reached
During the year new two-year labor
agreements with three 'ocal unions
representing 2.130 bargaining unit
employees were reacned without

a work stoppage. The agreements
calleg for total econcmic increases
of 8 percent in the first year, plus
uD tc one-tenth ot 1 percent for
cension mprovements. Provisions
‘or the second year. which begins
on July 1. 1981 include increases
of 8 percent for Locals 1464 anc
412, and 7 § percent for Local

1613 All three contrac!s expire

on June 30, 1982

Residential Energy Audits
To Be Implemented in 1981

The Company pians {0 mplement a

Residentiai Conservation Services
Program as presently mandated by
the Federal government. Under this
program. extensive and expensive
energy audits would be performed at
the request of any KCPL resideniiai
customer. The audits wili measure
existing efficiency levels and rec-
ommenad appropriate improvements
covering insulation, ventilation
weather stripping, caulking, furnace
systems. thermostat settings. land-
scaping and shading

Since 1977. m re than 35,000 home
energy audits were completed
under a Company initiated program
offered to residential customers.
Company Supports Research and
Development Through EPRI
Through annual contributions to the
Electric Power Research Institute.
we participate in supporting the
industry's ongoing. comprehensive
research program The MPSC dig
not aliow the EPRI contributions

as an expense in the June 19 rate
order and the Company has made
no 1981 commitment to EPRI based
on our Missour: operat.ons. Because
our base lcad system is coal-fired.
we expect to benefit from EPRI
programs dealing with coal com-
pustion systems. energy manage-
ment and utilization, electrical
systems. energy analysis anad the
environment EPRI's Nuclear Power
Division program includes projects
which address problems and needs
which are of immediate concern
because of the Woif Creek Unit. One
such project. the Power Operated
Relief Valve test. which was orgered
after the Three Mile isiand incident,
'S estimated to have saved $7 mil-
ion n Woif Creek costs

The Company aiso benetits directly
from EPRI projects which have
provided guideiines for seiecting
acceptable disposal methods for
wastes containing polychiorinated
biphenyis (PCBs). identifying orob-
ems leaging to failures of low-pres-
sure steam turbine blades. and
developing methods of reducing
tree tnmming costs Dy controlling
growth of brush

EPRI Funds Local Research
Approximately 20 percent of our
EPRI assessments have been
retainea for local research projects.

in the load management area, our
remote-controlied air conditioning
tests were conducted last summer
The tests utilized radio impulses

to “switcn-0*t" air conditioning units
at staggered intervais to control
summer peak demand. Tentative
conclusions show that customers
with controiled air conditioning
units coulg acnieve. without notice-
able ciscomfort. a peak demand
reduction of between 0.2and 0.7
kilowatts with reduced energy
consumption of 1 4 kilowatt hours
per gay

In our Pasec Energy Project. the
Cempany has coordinated the
instaliation of over $22.000 of
donated energy conserving mate-
nais and equipment in 3 60-year-olg
inner-city home. The primary func-
tion of this project will be for use

as a training and workshop facility
for public demonstrations of how 10
instail insuiation, weatherstripping,
vapcr dbarriers. caulking. plus solar
domestic hot water neating. Plans
are uncerway to cutfit a comparable
home nearby tc demonstrate the
minimai energy conservation prod-
ucts normally employed n retrofit-
ting an older home.

Our Quail Valley sclar research
project involves an effort which
couid lead 10 a reduction in sum-
mer peaks. The project began with
constructicn of two new homes in a
subdivision in Johnson County, Kan-
sas. The homes are nearly identical
except that the test home incorpo-
rates ‘state of the ant” passive solar
design. combined with ocptimum
energy censerving construction and
an active solar hot water heater
The control home conforms to stan-
dard area builging practices
Energy savings in the solar home
are being monitcred by a computer
which simulates occupancy by a
family of four



Energy Update: Assessing Our Options for the Next 20 Years

Energy Policy and Foreign Qil FUEL QUADS® PERCENTAGE

Energy and Economic Growth N - E
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increase at a rate of 2 to 3 percent
a year above the projected Free
World rate of infiation of some 8 to

© _.centayear oratotaiof 10to
12 percent annually. In other words,
foreign oil prices will double again
by 1987 and already dereguiated
dgomestic oil prices will follow in

a competitive market.

The second primary energy
resource In our country s inventory
has been natural gas. After nearly
four decaaes of regulation, it
vecame apparent in the early 1970s
that neither production nor reserves
of this finite fuel would, in the future,
kKeep pace with growing demangs
Curntaiiments of natural gas were
foliowed by accelerating price
ncreases With deregulation
needed to spur exploration, we can
expect even more dramatic future
price increases. According to the
economists. dereguiated natural
gas prices. now targeted for 1985
will tend to follow on a Btu basis
the competitive pnce of ot

it 1s now generally accepted that
even with supstantial price incen-
tives, annual production of domes-
tic o/ and natural gas wil not
exceea 1978 levels in any future
year and by the year 2000 may be
as much as 20 percent less than the
amounts produced in 1978

Supplying Energy by 2000
However by the year 2000 there
will be more Americans. about 42
million more than in 1878 America
will have a popuiation of some 260
million N the year 2000 each with
a per capia energy requirement
and a desire to maintain ang im-
prove his standarg of living

How much total energy will we need
at that ime? That depends upon
how much ‘hargd” conservation
Amer.cans wiil accept If we can cut
n hait gur nation's historic rate of
growtr of total energy consumption
from 32 10 134 percent. we wouid
need in the year 2000 a primary
energy supply of 118 quads. To
accornphsh this substantal under-
taking and at the same time achieve
energy independence from {oreign
energy scurces would require a

doubling of our 1978 domestic
energy supply of 59 quacs.

What energy sources will be avail-
able in the year 20007 As pointed
out. we would be fortunate to be
able to maintain our 1978 oroduc-
ticn of domestic ol and natural gas.
totaiing 39 quads. Renewable
energy sources including additional
hydro. solar, wind, biomass and
geothermal are expected to contrib-
ute significant amounts of suppie-
mental energy. But. the most opti-
mistic projections indicate such
adaitional sources, taken together,
will not provide more than 10 per-
cent of our energy supply in 2000
This would add about 12 quads,

or four times their 1978 output

The Coal and Nuclear Cptions
The remaining projected energy
needs of our country at the turn of
the century totai more than 60
quads. Based on foreseeable tech-
nology for the next 20 years. we
have only two energy options left:
ccal and uranium which contributed
less than 20 quads in 1978 Fortu-
nately, we have these fuels in abun-
dance. The United States nas within
its borders more than 50 percent

of all of the known coal reserves
and one-thirg of the “reasonably
assured” uranium reserves of the
Free World. Utilizing these available
fuels will require the development
of new synthetic fuel technology
and the expansion of existing sys-
tems wnich convert them into usa-
ble energy coal-fired and nuclear
electric generating plants. How can
we provide the remaining 40 pius
guad equivalent? To meet this need
by 2000 will require at least a tri-
pling of the 1978 coal production
ievel to 2 billion tons annually. for
an additional 30 quads. and a five-
fold increase in electric generation
from nuclear power plants, for an
aaditional 10 quads

Because of its convenience ~nd
adaptability. electricity has already
been assuming a growing responsi-
Dility in the end-use energy mix. In
1970. about 22 percent of our pri-
mary tuel consumption was used ¢
generate eiectricity. That compo-
nent increased to 32 percent in
1980 By the year 2000. projectiors

indicate that some 45 to 50 percent
of cur total primary energy must

be used to meet electrncity needs.
This will require a 4 percent annual
increase in the availability of electric

energy.

Achieving Energy
Are these goals achievabie? Can

we become energy independent

and meet the growing energy needs

of a grow:ng population whiie main-

taining an acceptable standard

of living for the remainder of this

century? The answer is “Yes™ with

gualifications. To do so, we must:

® Employ “hard” conservation ethics
to cut our nation's pre-1973 total
energy growth rate by 50 percent.

® Double our 1978 productior of
domestic primary fueic

® Develop renewaole energy
resources o replace the antici-
pated reduct on from 1978 levels
of domestic Jil and natural gas
suppiies and supplement other
erergy supplies from conven-
tional sources

& Utilize existing and develop other
new commercially sound technol-
ogies to take advantage of the
nation's most acundant fuel
resources: coal and uranium

® Unshackle the mining and burn-
ing of coal from overly excessive
governmental regulations and
expedite the licensing and con-
struction of nuclear power
projects

® Provide—on a timely basis—
the remaining domestic energy
requirements through coal-fired
and nuclear electric generating
plants

CPL plans to do its part in supply-
INg our share of this ccountry's total
energy needs on a ‘least cost’
basis. To do so. our planning strat-
egy will be: to supply a 4 percent
per year growth in eiectric energy
for our customers, primarily during
off-peak periods. by taking action
to retarc customer peak demand
growth and promote customer off-
peak energy usage. That strategy
will permit us to delay construction
of new electric generating facilities
and make greater use of our exist-
ing electric faciities. each of which
will mimimize our system costs of
electric service



Kansas City Power & Light Company

Balance Sheets
Decemper 31
1980 1979
Assets (housands) ‘
Utility Plant, Electric $1,287,913 $1.036.161
at onginal cost Steam heat 4,999 4974
(Notes 5, 8 and 9) Total 1,292,912 1,041,085
Less-Reserves for depreciation 352,023 308.273
Net utility plant in service 940,889 732,622
Construction work in progress 419,639 __517.¢99
Total 1,360,528 1,249,921
Investments and Nonutility Property 12,144 9,742
Current Assets Cash (Note 2) 8,27, 9,198
Special deposits 845 1,579
Receivables
Customer accounts recevable, less
reserves of $1.241 000 and $907.000 31,963 25,670
Accrued unbilled revenues 14,179 11.654
Other recewvables 12,469 8,505
Fuel inventories, at average cost 66,878 46.808
Matenals and supplies, at average cost 20,507 17.022
Prepayments 2,058 - 181G
Total 157,176 122,252
Deferred Charges 9,130 9,123
Total $1,538,978 $1.391.038
Liabilities
Capitalization Common stock—authorized 16,000,000 shar=z ..ithout par
(See statements) value—13,409,663 and 11,682,349 shares utstanding—
stated value $ 255,128 $ 224 442
Retained earnings (Note 6) 166,776 145,700
Captal surplus 2,948 3,082
Total 424 852 373,224
Cumulative preferred stock 112,000 112.000
Cumulative preferred stock (redeemable) 3,836 3.996
Cumulative preference stock (redeemable) 50,000 25,000
Long-term debt 587,477 576.904
Total 1,178,165 1,091,124
Current Liabilities Notes payable to banks (Note 2) 31,500 18,300
Commercial paper (Note 2) 6,500 21.000
Current maturities of long-term gebt 25,000 11,972
Accounts payable 32,834 37.930
Dwvidends declared 3,439 2,643
Accrued taxes 9,024 4028
Accrued deferred income taxes 6,975 6.347
Accrued interest 7917 7.959
Accrued payroll and vacations 7,436 €.570
Accrued fuel costs 9,689 11,982
Other 378 a6
Total 144,047 133,355
Deferred Credits Deferred income taxes 93,052 74,527
Deferred investment tax credits 49,509 43.729
Advance payment on sale of property (Note 8) 72,495 46.839
Other Al _ 1464
Total 216,766 166.559
Commitments and Contingencies (Note 3)
Total 81,535,!7_! $1.391.038
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Kansas City Power & Light Company

Statements of Income
Year Ended December 31
1980 1579 1978
(thousanos)
Operating Revenues  Ciecinc $ 440132 $ 365.084 $ 313787
Steam heat -, 783 5,791 4876
Total 445,965 370,875 318,663
Operating Operation
Expenses Fuel 125,297 102,709 90,628
Interchange power (net) (21,528) 27,232 (2,599)
Other 70,892 56.193 47 421
Maintenance 52,680 54 315 30.359
Depreciation 41,733 34,868 33,174
Taxes (See statements)
Income 42,088 9.569 26,137
General 47,956 41914 38511
Total 359,118 326.800 263.631
Operating Income 86,847 44,075 55,032
Other Income and Allowance for equity funds used dunng
Deductions construction 19,775 19,467 12,543
Miscellanecus—net of income taxes {122) 304 (874)
Total 19,653 19,771 11.669
Income Before
Interest
and Other ltems 106,500 63.846 66,701
Interest Charges Long-term dept 48,864 40612 32,217
Short-term notes 4,781 3,408 1,969
Allowance for borrowe 3 funds used
durnng construction—credit (22,997) (19.211) (10,750)
Miscellaneous 7,151 2.486 341
Total 37,799 27.295 23,777
Yearly Results Income before cumulative effect 68,701 36,551 42 924
Cumuiative efiect to January 1. 1979,
of change in revenue recognition
(Note 1) — 7,202 —
Net income 68,701 43,753 42,924
Preferred and preference stock
dividend requirements 12,418 10,573 8.719
Earmings available for common stock S 56,283 $ 33,180 $ 34,205
Average number of common shares
outstanding 12,915,770 11.009.407 9,644 321
Earnings per common share before
cumulative effect S 4.36 $ 236 $ 3.55
Cumulative effect to January 1, 1979,
of change in revenue recognition 65 -
Earnings per common share L 4.36 3 3.01 $ 3.55
Cash dividends per common share $ 2.69 $ 2635 3 2.56

The accompanying Notes to Financial Statements are an integral part of these statements
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Kansas City Power & Light Company

Statements of Sources of Funds for Gross
Property Additions

Year Ended December 31

1980 1979 1978
(Thousands)
Funds Provided Income before cumulative effect s 68,701 3 36.551 $ 42 924
From Operations Less dividends declared 47,625 40.122 33.644
Total 21,076 (3.571) 9.280
Items not requiring current use of funds
Cepreciation 41,733 34,868 33,174
Deferred ncome taxes (net)—non
current portion 30,426 11,632 12.990
Investment tax credit (net) 8,710 (1,465 9.793
Allowance for funds used durnng
construction (42,772) (38.678) (23.293)
Total 57,173 2,788 41944
Cumulative effect of change in
revenue recognition - 7.202 —
Totai 57173 3,990 41944
Funds Provided Issuance of long-term debt 35,500 86,000 77,000
From Outside Issuance of cumuiative preference
Financing stock 25,000 — 25,000
Issuance of cominon stock (1,727,314,
1.720.555 and 1.314,702 shares
respectively) 30,686 42,395 36.018
Agvance payment on sale of property
ncluding accrued interest 25,656 46,839 -
Total 116,842 175,234 138,018
Retirement of long-term debt (11,972) - (9.569)
Increase (decrease) n short-term
borrowings (1,300) 29.300 (9.000)
Total 103,570 204,534 119,443
Decrease (Increase) (Exciusive of short-term borrowings and
In Working Capital current maturities) (35,960) (8.833) 7.393
Other 233 (373) 2017
Total Funds Used For (Net of Westinghouse settlement—
Gross Property Additions “ote 8) 125,m6 205,318 170,803
Allowance for fungs used during
construction 42,772 38.678 23,293
Deduction of deferred income taxes
related to interest component of
AFDC (10,921) (9.178) (5.375)
Gross Property
Additions $ 156,867 $ 234818 $ 188721
Decrease (Increase) Cash and temporary cash investments S 921 3 319 $ (1.547)
'n Working Special deposits 734 9749 (8.186)
Capitai Recewvables (12,782) (11,869 3 266
Fuel inventories (20,070) {19.020) 199
Maternals and supplies (3,485) (2.2786) (3.173)
Accounts payable (5,096) 5471 361
Accrued and current deferred in~ome
taxes 5,624 3817 2,768
Accrued interest (#2) 476 1.275
Accrued fuel costs (2,293) 5513 4818
Other - _ (1.013) 1,612
Total $ (35,960) 3 (8833) § 7393
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Kansas City Power & Light Company
Statements of Taxes

Year Ended December 31

1880 1979 1978
(thousandas)

Total income tax expense was less than the amount compuic i by applying the statutory federal income tax rate
of 48% through December 31, ‘978, and 46% thereafter, to incore before income taxes. The reasons for these
differences are as follows:

Taxes computed at statutery rate on

income before income taxes | 50,826 3 27.724 3 33.637
Increase (decrease) in taxes resulting
from:
Allowance for equny funds used
dunng construction (9,097) (8.955) (6.021)
Differences between book and tax
depreciation not normalized 472 (592) 679
Amortization of investment tax
credit (1,544) (1.463) (1.333)
Taxes and pension costs
capitalized {553) (890) (1.2580)
State income taxes 1,969 729 1,449
Other (283) (36) b 3
Total income tax expense S 41,790 $ 16.517 3 27.154
Components of Income Tax Expense
Currently payable Federal S 3,154 $ - $ 2697
State el 872 — 1.674
Totai 4,026 —_ 4371
Deferred Federal (net) 28,281 16.630 11,878
State (net) 2,773 - 1,350 1,112
Total 31,054 17.980 12,990
Investment tax credit Frovsion 8,254 — 11,126
Amcrtization (1,544) (1,463) (1,333)
Total 6,710 (1.463) 9793
Total 'ncome tax exr.ense 41,790 16.517 27.154
Less: Deferred income tax o _umuiative
effect of change in revenue
recognition - 6.691 o
Income tax expense deducted from
other income (298) 257 1.017
Income tax expense applicable
to operating income $ 42,088 3 9.569 3 26,137
Deferred Income Tax Expense
Depreciation differences S 12,687 $ 6.610 3 7.429
Debt component of AFDC 10,927 9178 5375
Repair aliowance €59 735 71
Unbiiled revenues 898 5927 -
Tax loss carryforward 5,751 (5,751) —
Other - 138 1,281 - ) (525)
Total $ 31,054 $ 1 _7 980 $ 12.990
General Tax Expense
Property and real estate S 20,089 $ 18.571 $ 18.382
Gross receipts 24,233 20,135 17.620
Other 3834 3.208 2509
Total $ 47958 s 41914 0§ 38511

The accompany:ng Notes to Finan~al Statements are an integral part of these statements



Kansas City Power & Light Company

Statements of Retained Earnings
Year Ended December 31
1980 1979 1978
Mousancs)
Beginning Balance $ 145700 $ 142069 § 132,789
Net Income 68,701 43,753 42 924
214 401 185,822 175.713
Dividends Declared Preferred and preference stock
(at required annual rates) 12,949 10.573 9052
Common stock—
$2.56 per share 24 592
$2 635 per share 29.549
$2.69 per share 34,676
47,625 40,122 33,644
Ending Balance (Note 6) $ 166,776 $ 145700 $ 142069

Kansas City Fower & Light Company

Notes to Financial Statements
1. Summary of System cf Accounts: The accounting records of the Company are mantanea in
Significant accorcance with the Uniform Systemn of Accounts prescribed by the Federal Energy
:eeoum Regulatory Commission (FERC) and generally accepted accounting principles.
olicies

Utility Plant: Utility piant 1s stated at historical costs of construction. These costs incluge
taxes, payroll related costs including pensions and other finge benefits, and an allowance
for funds used during construction.

Allowance For Funds Used During Construction (AFDC): AFDC ncludes the net cost of
borrowed funds used for construction purpcses and a reasonabile rate upon other (equity)
funds. The allowance for borrowed funds represents an allocation of interest costs to con-
struction, while the allowance for equity funds is a non-cash item of income. AFDC s
charged to construction work in progress during the percd of construction. When a con-
struction project is piaced in service, the reiated AFDC becomes a part of the onginal cost
of the compieted plant which is used 10 estaplish rates for utility charges under established
reguiatory rate practices. (See Note 7 for discussion of plant in service not included in rate
base ) The rates used to compute AFDC, compounded semi-annually. averaged 10 4%

for 1980 and were 3.7% for 1979 and 9.02% for 1978. See Income Taxes below.

Depreciation and Maintenance: Provisions ‘or depreciahon are computed on a strag! t-ine
basis pursuant to rates ordered by the Missoun Pubhc Service Commussion (MPSC).
Approximate annual composite rates were 3.66% n 1980, and 3.62% in 1979 and in 1978.

Deoreciation for income tax purposes is computed on different bases and methods as
explained n this Note under 'ncome Taxes

The Company charges to mantenance expense the repairs of property and replacement
and renewals of tems determined to be less than units of property, except for such costs
which == ~harged to cleanng accounts and redistnbuted to vanous operaiing, construction
and ot" ar accounts. The cost of renewals and betterments of units of property are charged to
the utility plant accounts. Property units retired or otherwise disposed of in the normal course
of business are charged !0 the reserves for depreciation, along with removal costs. net of
salvage

The amounts of maintenance and depreciation expense other than those set forth in the
Statements of Income are not significant. Rents and lease payments for raiircad cars,
computer aquipment, buiidings and similar items are aiso not significant
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Kansas City Power & Light Company
Statements of Cumulative Preferred and
Preference Stock and Long-Term Debt

December 31
1980 1979

Cumulative Preferred Stock (Note 3) (housands)
$100 Par Value- Authonzed 520 000 3.80%—100.000 shares $ 10,000 $ 10000
snares—outstanding 4 50%—100.000 shares 10,000 10,000
4 20%— 70.000 shares 7,000 7.000
4 .35%— 120,000 shares 12,000 12,000
7.72%—130,000 shares 13,000 13.000
No Par—Authorized 4 000,000 $10.70—200,000 shares 20,000 20.000
shares—outstanding: $ 2.33—800.000 shares 20,000 20,000
$ 2.20--80C,000 shares 20,000 20.000
Total 3 112,000 $ 112,000

Cumulative Preferred Stock (Redeemable) (Note 4)

$100 Par Value — Authorized 38,357

S 3,836 $ 3996

and 39,957 shares~ - yutstanding: 4%—38,357 and 39,957 shares
Cumulative Preference Stock (Redeemable) (Note 4)
No Par—Authonzed 4,000,000 $ 8.00—250,000 shares
shares—outstanding: $12.75—250,000 shares
Total

Long-Term Debt (Note 5)

$ 25,000 $ 25000
25,000

First Mortgage Bonds Regular issues
2% % series due 1980
87%% series due 1981
3% % senes due 1983
3%% series due 1985
5% series due 1990
4% % senes due 1995
5%% series due 1997
6%% series due 1998
7% senes due 1999
9% % sernes due 2000
7%% senes due 2001
7%% senes due 2002
8% senes due 2006
8%% series due 2006
8%% seres due 2007
9% % sernes due 2008
12% series due 2009

Pledged in support of pollution

control bonds
8.20% sernes due 1983
57%% sernies due 2007
5% senes due 2007

67%% sernes “A" due 2008
6%°% senes ‘B" due 2008

Guaranty of Poilution Control Bonds 5%% series due 2003
Other Loan Agreements
Uramortized Premium and
Discount (net)
Total

Less Current Maturities of Long-Term
Debt

Total

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

$ —_ $ 11972
25,000 25,000
9,506 9,506
16,000 16,000
20,000 20,000
15,000 15,000
30,000 30,000
25,000 25.000
26,000 26,000
35,000 35,000
27,000 27.000
30,000 30.000
40,000 40.000
30,000 30,000
30,000 30,000
25,000 25,000
50,000 50,000
25,500 —
21,940 21,940
20,000 20,000
9,200 9,200
21,800 21,800
15,000 15,000
67,000 57.000
__(1469)  (1542)
612,477 588,876
25,000 11.972

$ 587,477 $ 576,904
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Investment tux crecits have been deferred when utiized and are being amortized to incomo,

over the service liv s of the related properties At December 31, 1980, the Company haa
unused and ur.recorded investment tax credits of approximately $36.9 mmon Mnch wifl be

available to reduce Federal income taxes payable through 1987 :

Subsidiary: The Company has a wnolly-owned subsidiary, WYMO Fuels Inc , organized for -
the acquisition and cevelcpment of coal properties. The Company has accounted for the
investment in WYMO Fuels Inc., under the equity method and has not prepared consolidated
financial statements because the effect of consoiidation upon the accompanying financial
statements would not be sigmficant.

2. Short-Term

The Company borrows short-term funds from banks and through the sale of commercial »
paper as needed detween financings. An average of approximately $7 miliion is on depasit

as bank compensating balances which support $57 million bank lines of creait, back-up

tor commercial paper and certain services rendered dy the banks for theCompanx Them .
are no legal restrictions on the withdrawal of tnese funds. : o

3. Preferred Stock

Preferred stock may be redeemed at stated prices, except that certain series may not. Lty

beredeemedattheopnmofmeCompmypnonomeda&especlﬁedmrougharem

directly or indirectly, by or in anticipation of the incurring of any debt or the issuanceof . " o -

pre#enedstockwhchmmsmdmﬂdcoststctnemmmmw 1“*

mi umums: - . £ b e 1,3:1'

gt el 2 ot # T P ey W mm
mmm Interest or f.& 3
Redemption Date

7 ¢
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Series

3 80%

4.50%

4.20%

435%

71.72% &
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- December 31, 1980 Dividend Cost =

$103.70 3"* e
101 00
102.00
101 00
105.79 -
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‘December 1" 1087 > -
$220 29 70 August 1, 1982 . 8.26%
$1070 110.70 June 1, 1985 - 10.84%

4. Redeemable
Preferred and
Preference Stock

The Company is obligated under the terms of the Purchase Fund Agreement to provide. Lo
funds sufticient to purchase 1,600 shares of the 4% Cumulative Preferred Stock annmb! 2o
The regemption price of this preferred stock at December 31 ?980was$‘!0225 "".’

The $8 .00 Cumulative Preference Stock (issued in 1978), with stated vdue 0i$100 por M
is non-redaemable through Decaember 1, 1981, but may be redeemed thereafter mwhole. or ..‘.

in part ratably from each of the halders of the outstanding shares. at $104 per share thwough v
December1, 1982, and at $100 per share thereafter Annuatsmhnghmdpurchasasofm 667 FEA

sharestecembeMmmeymwmtmougmgeeammmom s

The $12.75 Cumulative Preference Stock (issued in 1980), with stated vaiue omoo ger
share, is non-redeemabie (rough May 31, 1983, but may be redeemed thereafter inwhole, or
i part ratably from each of the holders of the outstanding sharas, at times and prices. =
specified in the purchase agraement. Mmmwndmmdﬂﬂlrmm
June 1 in.the years 1985 through 1990 are mandatory. f 6 o Ao

Schecuedredlmmmandsmkmghmdmenmtu udammm
preference stock for the next five years are as follows: 19mm?982 STGOOWeach'lgea
and 1984, $4 327 000 each; and for 1985, $8,493,000. y o

If any dividends on s preferred or prefom stock ammtdec!amrandpasdwhen
scheduled, the Company could not declare or pay dividends on its commen stock or
acquire any shares thereof for consideration. If the amount of any such unpaid dividends
aquals four or more full quarterly dividends, the holders of preferred or preference stock.
as the case may be. voting by the classes prescribed for this purpose could elect rzpresen-
tatives on the Company's Board of Directors.

e

5. Long-Torm Dobt

First Bonds: The amount of First Mortgage Bonds authorized by the Indenture
of Mortgage and Deed cf Trust dated as of December 1, 1946, as supplemented, is unlimited:
The amount of additional bonds which may be issued is subject to certain restrictive
provisions of the Indenture. Substantially all of the Company’s utility plant is pledged under
the terms of the Indenture. The 3Va% series due 1985 has an annual sinking fund requirement
of $160.700 which will be met by pledging property additions taken at 60% of cost or fair
value to the Company, whichever 13 less

o o RN e §
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Retirement Plans: The Company has group annuity plans for all its reqular employees.
including officers, providing for benefits upon retirement. normally at age 65. Under the
requirements of the Empioyee: Setirement income Securnty Act of 13974 (ERISA). the
Company s obkigated to fund the benefits of the plans. The Company s policy s to fund
pension costs accrued. Liabiity for past service costs is not significant. The annual costs
of the pians were $7.3 million in 1980, $6.5 miflion in 1379 and $4 7 miilion in 1978.

he costs in 1978 were abnormaily low due tc a lengthy strike. during which contributions
were not made o the plan for bargaining unit employees. Other factors causing the 1979 and
1980 increases were increased contributions because of salary and age changes and to
meet ERISA requirements.

At October 1, 1980. the date of the most recent actuanal repcrt. the actuanal present values
of vested and non-vested accumuiated pian tenefits were $102 million and $3 mullion.
respectively, and the plan net assets availabie for benefits were $102 miilion. A 8% rate of
return was assumed in determining the actuanal present values of vested and non-vested
accumulated pian benefits.

Reve nue and Expense Recognition: The Company utilizes cycie oilling and in years prior
10 1979 recognized revenues dilled to its customers when meters were read. Costs of service
renvjered, including fuel consumed, are recognized as incurred. Cue to increases in sales,
rate ievels and costs, the effect on operating resuits from the difference in iming between the
curnant recognition of costs and the delayed reporting of revenues increased under such
method of accounting In orger to match more closely revenues and expenses and because
tne Company expected to change and did change in October. 1979, from bi-monthly meter
reading for residential and small commercial customers to monthly meter reading for ail
customers, the Company changed its method of accounting effective as of January 1, 1979,
to accrue the amount of revenue for sales unbilied at the end of each reporting pericd. The
effect of the change after considering the effect of the change from bi-monthiy to monthiy
billing, net of income taxes, was 10 'ncrease 1979 reported net income by $8.4 million ($0.76
per average share) of which a net increase of $1.2 million (30.11 per average share) was
reflected in operations and $7 2 million (30.65 per average share) represents the cumulative
effect of the change as of January 1, 1979. The effect on 1978 operating resuits, assuming
this change were 10 be applied retroactively, would not be significant.

Prior to 1979, fuel and purchased power costs in excess of those reflected in base rates were
recovered subsequent 1o the pernod in which such excess costs were incurred through fuel
adjustment clauses. Orders from the MPSC and the State Corporation Commission of the
State of Kansas (KCC) providec. ‘or revisions in the Company's fuel adjustment schedules
and new fuel adjustment revenue recognition procedures were implemented in the first
quarter of 1979 to record currentiy the revenue to be collected under such clauses. Because
of a ruling of the Missouri Supreme Court, the Company terminated its fuel adjustment clause
for Missoun retail customers effective October 1, 1979

Income Taxes: The Company generally normalizes the effects of the use of accelerated
tax depreciation methods. Deferred income taxes have been provided for the differences
between book and tax depreciation except for the effect of accelerated depreciation on
Missour property acquired pnior to 1972. Acceleratad depreciation methods inciude the use
of the Asset Depreciation Range system, which permits shorter lives and current deguction
of removal cost and repair allowance. Taxes deferred on property additions for certain prior
years are now being restored to income as the timing differences reverse.

In accordance with rate orders issued by the MPSC and KCC, the tax effect of the interest
component of AFDC is being normalized and the related accumulated ceferred income
taxes are being credited to construction work in progress rather than being shown as
deferred income taxes on the balance sheet.

Prior to March 31, 1979, the tax effects of currently deducting certain costs which were
capitalized on the books were not normalized. Effective Apni 1, 1979, the Company was
authorized by the MPSC tc normalize the tax effect of pension costs. payroil taxes and
property taxes which are capitalized on the books but deducted currently for income tax
purposes and to flow through the effect of the current deduction of remaoval costs for income
taxes. These changes in income tax accounting procedures resuited from rate proceedings
which also adjusted revenues accordingly. The procedures in Kansas remain unchanged.

At December 31, 1979, the Company had a net tax operating loss carry-forward of
approximately $11.7 milfion with an estimated tax benefit of $5 8 mullion which was used to
reduce the 1979 provision for deferred income taxes. All of such amount of deferred income
taxes was restored during 1980 as the net tax operating loss was utiized and eliminated.
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sale agreement. Such additional interest, $3.8 miltion at December 31. 1980, would be
capitanzed. There can be no assurance that the contractual conditions for closing the
sale will be satisfied, and it is possible that, under certain conditions, such final
closing date or repayment date could be extended by mutual agreement to
accommodate the parties.

included in construction work in progress at December 31, 1980, is approximately $409
miikion for the Wolt Creek Unit The Company's share of total construction *"mmt" ents at
December 31,1980, for the Wolt Creek Unit was approximately $276 miliion (including $232
million for nuclear fuel).

An application is pending befoie the Nuclear Regulatory Commission for an operating
license for the Wolf Creek Unit. Without such a license, the Company assumes a risk of loss
n proceeding with the construction of the Wolf Creek Unit.

In February 1380, the Company and KG&E settled their long-standing uranium SUpPly
Itigation with Westinghouse. The settlement prowvides tiiat the owners of the Wolf Creex Unit
together will receive benefits having a then present total value of $94.1 million comprised of
$38 million cash recewved in March 1980, other future benefits valued at the time of settiement
at $48.6 miliion (consisting of discounts on uranium, rebates on fuel fabncation services
licensing and engineering services, and equipment and related services) and an estimated
$7.5 million representing the then present vaiue of a contingent interest granted by West-
nghouse to the Ccmpany and KG&E i any proceeds received by Westinghouse from an
antitrust suit against certain uranium supgpliers. The Company cannot predict when or to what
extent Westinghouse, and thus the Company, may receive any such proceeds. Upon the
consummation of the sale of a portion of the Wolf Creek Unit to KEPCo, the Company's inter-
est i "”e proceeds of the \Nesrnr‘gnOuse seflement would be reduced from ~? o 10 41%2%

9. Jointly-Owned The Company has under joint ownership agreements with other utilities an undivided
Electric Utility nterest at December 31, 1980, in three electric generating stations as folows

Plants La Cygne latan
~ Units ~ Unit
{thousands)
Utility plant in service Foh e ; : $226.322 $233,832
Accumulated depreciation
(Production plant only)
Total accredited capacity—MW . . I 2 s ’ 1
_ompany's share-percent L B Yol 50

See Note 8 for Wolf Creek Unit .r‘format'on

Each participant must provide its own financing The Company's share of dir
s included In the corresponding operating expenses on the Statements of In

9.528
370
0%

Auditors’ Report
To the Stockholders and the Board of Directors of
Kansas Clty Power & Light Company

We have examined the balance sheets and statements of cumulative preferred and
preference stock and long-term debt of Kansas City Power & Light Company (a Missouri
corperation) as of December 31, 1980 and 1979, and the relatad statements of income, taxes,
retained earnings and sources of funds for gross property additions for each of the three
years in the penod ended December 31, 1980. Qur examinations were made in accordance
with generally accepted auditing standards and, accordingly. included “uch tests of the
accounting records and such other auditing procedures as we conside «xd necessary in the
cirrcumstances

nion, the financial s tatements referred to above present farfy the fnancial position
sas City Power & Light Company as of December 31, 1980 and 1979, and the re<ults of
ns and the s« ,r"m ot its funds for gross property additions for each of the three
the penod ended December 31, 1980, in conformity witt; generally accepted
} principles, which, except for the change (with which we coacur) in the method cf
) cognition 1o accrue revenues for sales unbilied at the end of each reporting pernod
ated in Note 1to the fin ncial statements, have been applied on a consistsi it basis

ARTHUR ANDERSEN & CC
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Ol.lmwmec«npmyhasamnwm iine-of-credit, expiring June 30,
- 1982, with a group of international banks which provides for the use of unsecured funds at
interect rates adjusted quarterly based on the three-month London Inter-Bank Offered Rate.

At December 31, 1980, $27 million at 18%% was outstanaing.

The Company has a financing arrangement with a bank, expinng January 16, 1983, which
enables the Company to borrow up to $50 millicn by collateralizing its coal and fuel oil
inventories at rates based upon the current bankers’ acceptance discount rate plus an
acceptance charge. At December 31, 1980, $40 million at 20.9% was nutstanding ($50
million at January 31, 1981).

The company expects these agreements to be extended.

Scheduled Maturities: The aggregate amounts of matunties during the next five
years of long-term debt outstanding at December 31, 1680, (exclusive of the other loan
ag: “ements) is $25 million in 1981, $35 million in 1983 and $16 mullion in 1985.

6. Dividend

Retained earnings at December 31, 1980, included $11 milhon which was not available
for cash dividends under the provisions of the Indenture of Mortgage.

7. Rate Matters

In an Order entered June 19, 1980, the MPSC found that the Company's latan Unit was not
then needed 1o provide safe and adequate service to the Company's Missour: rate payers.
and denied inclusion in the Company's rate base of the $164 miillion Missour: junsdictional
portion of the Company’s investment in such unit. The Company has initiated judicial reviews
of the MPSC Qrder. The Company cannot predict the outcome of these preceedings.

The MPSC Order aiso authorized the Company (for Missoun jurisdictional purposes) to
continue to accrue AFDC on the latan Unit. However, because of the questionable propriety
of recording such AFDC amounts for financial statement purposes, the Companv has not
done so at this ime and is following the normal accounting practice. At such time as the
MPSC issues a rate order permitting the latan Unit to be inciuded in rate base, the Company
will conform its 1980 financial statements for any AFDC amounts allowed in the rate order.
AFDC accruals on the latan Unit were terminated and depreciation accruals were
commenced, each effective as of May 5, 1980, the cate the latan Unit was declared
commercially operable by the Company.

Qn May 28, 1980, the KCC authorized the Company to place into effect on June 1. 1980,
interig rates designed to increase its annual Kansas revenues by about $24 5 million,
subject to refund pending action by the KCC on new permanent rate schedules. The
Company cannot predict whether, when or to what extent the KCC may permit such revenues
to become permanent. However, in the opinion of the Compariy’'s General Counsel. it is not
probable that the Company will be required to make refunds of a matenai amount of
revenues collected on an interim basis if the KCC applies the same principles in its action on
new permanent rate schedules as it has applied in the Company's past rate proceedings.
included in 1980 revenues s an estimated $17 2 million of such intenm revenues which are
subject to refund.

8. Wolf Creek Unit

e

The Company and Kansas Gas and Electnc Company (KG&E) each presently own 50% of
the 1,150-MW Woif Creek Unit being constructed in Coffey County, Kansas. However, the
comparies have agreed to sell to Kansas Electric Power Cocperative, Inc. (KEPCo), an
organization consisting of 27 distribution cooperatives operating 'n Kansas. a2 17% (8.5%
from each company) ownership interest in the Unit. Under the agreement. the sale is subject
13 (i) receipt of regulatory approvals and (i) KEPCo's permanent financing On October 30,
1980, the KCC issued its Order granting a certificate and authonizing XEPCo to purchase the
17% interest in the Wolf Creek Unit. However, the Order contains numerous conditions which
are unacceptable to the parties, ana. unless these conditions are substantially modified or
eliminated. the sale is, in the opinion of the Company, :/mpossible. The Company, KG&E and
KEPCo initiated judic:al review of the KCC Order in the District Court of Shawnee County,
Kansas, on grounds that the Order was uniawful and unreasonable. The Legisiature of the
State of Kansas is considerng a oill which would remove from KCC jurisdiction any authority
it may have had cver the proposed sale to KEPCo. The Company cannot predict the out-
come of such review or legisiation or whether or when such sale may occur KEPCo has
made advance payments to the Company which at December 31, 1980, amounted to $64 5
million and as of February 17, 1981, amounted to $72 miilion which, together with interest
accrued by the Company on the advance, would be applied against the purchase price
obligations of KEPCo upon closing of the sale. At December 31, 1980, such interest
amounted to $8 million. If the sale 's not closed by April 30, 1981, the Company would be
required to repay (through use of available credit ines and the proceeds from the sales of
secunties or borrowings from other sources) ta KEPCo, by July 31, 1981, the advance pay-

- ments made by KEPCo to KCPL with adaitional interest thereon at a rate establisned in the

il :
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Certain Financial Data Adjusted For Effects of Changing Prices = =
. {In Thousands of Average 1980 Lostars) - AT
Year Ended December 31,
1980 1879 1978 1977 1876
Ayerage consumer price index (national) 246 8 est 2174 1954 1815 1705
- General information
Cperating revenues $445365 3421030 $402487 3368041 3343297
Gan from decine in purchasing power of
net amounts owed $ 102199 § 113274 - —_ —
Cash divicends declared per common share $ 260 § 29 § 323 $ 335 $ 339
Market price per common share at year-end $ 192 § 2375 $ 2934 § 3829 $ 4195
.. Histonical cost information adjusted for A R
General inflaton e B
Income* $ 23481 § 3™ —~ it .
- income (loss)* per common share $ 088 § @75 . — -~ iy
-Net assets at year-end at net recoverable cost $405730 $398601 @ — -
i T . L S R P
. Current cost informator B Pkl TS
Income* RS $ 12248 ' (10491) ’f-. R s o
Income (l0ss)” per common share $ (©on §$ (204) - s e
Excess of ncrease n general pnce level over
increase in specific pnces aftes reduction - " o g
to net recoverabie cost $ (96.799 5(119.0‘5) - — —
Net assets at year-enc at net recoverable cost $405.78C S 398601 - — —

Notes to the Financial Data Adjusted for Changing Prices o iianth

t

.

"Excluang reguction 1o net frecoveradie cost. Theyea!QanmMMan

recogntion

Tre \nformation presented above is suppliea in accordance with the requirements -
of FASB Statement No. 33, “Financ:al Peporting and Changing Prices.” for the purpose of
proviging certam information about the effects of changing prices. nshoudbowe\ndaau
estmate of the approximate effect of inflation, rather than as a precise measure.

Constant dollar amounts represent histoncal costs stated in terms of dollars of equal
purchasing power. as measured by the Consumer Pnce Index for All Urban Consumers
(CPi-U) Current cost amounts reflect the changes ' specific prices of plant from the date
the plant was acquired to the present, and differ from constant doitar amounts 1o the extent
that specific prces Nave mcreased more or less rapialy than prces n general. The current

cost of plant was determined by indexng the surviving piant L the Handy- Whitman incex of- _

Pubiic Utiity Construction Cmmawmpmsmtexmcutobemm
i kind, current cost does not necessarty represent the replacement cost of the Company's
productive capacity The current year's provision for cepreciation on the constant doliar ang
current cost amounts of Cepreciable piant was cetermined by applying the Company's
composite depreciabion rate to the average. depreciabie piant amcunt calculated on a
constant coilar and current cost basis.

Since reguiaton fimsts a recovery of fuel costs in base rate schedules to actual costs,
fuel inventories are effectively monetary assets and nave, therefore not been restated from
their historical cost in nominal dollars. Also. preferred stock nas been treated as a monetary
em

Since onty mistonical costs are deductble for income tax purposes. income tax expense
has not been agjustea

Under the ratemaiung prescnbed Dy the reguiatory commissions t¢ which the Company
1§ subiect. only the histoncal cost of piant s recoverabie in revenues as deprec:anon
Theretore, the excess of the cost of piant stated in terms of constant dotlars or current costs
that exceed the histoncal cost of plant 's nct oresently recoverable in rates as cepreciation,
ang is reflected as a reduction 10 net recoverable costs. To properiy reflect the economics of
raté reguiaton in the getermnation of income, the reguction of net piant 1o net recoverabie

: ‘ugnasbeenoﬁwbymegam‘mﬂme..ecnne.n ourorasmgoowerotnmmm
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Supplementary Financial Informatlon
Quartcrty Operating Results
1st 2nd 3rd 4th
Quarter Quarter Quarter Quarter
1980 1979%(a) 1980 1979 1980 1979(b) 1980 1979
et (thousands) =

Ooarat INg revenues $87.805 $89,907 $99.032 $91,732 $153627 $98264 3105501 $90971
Operating 1ncome 12,794 9377 16480 11641 37648 11,992 19925 11064
Net income 10,775 14482 11458 9,531 32408 10367 14,060 9372

Earnngspercommonshare § 69 $§ 119 $§ 65 § 64 § 218 § 66 $ 80 $ 58

The business of the Company is subject ta seasonal fluctuations with peak periods occurring durning summer months.
(a) income before cumuiative effect of change in revenue recognition of $7,280.000 ($.47 per common share) was
reported in the first quarter of 1979.

(b) Net income for the third quarster of 1979 was reduced by anproximately $3.7 million ($2 7 million and $1 million
recorded in the first and second quarters, respectively) because of the reversat in the third quarter of unrecovered
fuel adjustment revenue caused Dy a ruling of the Missouri Supreme Court.

Financial Data Ad]ust.d For Chlnglng Prices

{Thousands)
Year Ended December 31, 1980
Constant Doilar  Current Cost
Average Average
1980 Doilars 1980 Dollars
Net income before book depreciation of $41, 733 : $ 110,434 $ 110,434
Adjusted depreciation : s 86,953 98,186
Income* M 7 $_23481(a) $_12248
Increase in specific prices (current cost) of mperw.
plant and rquipment held during the yoar $ 287,803
Reduction to 1 ot recoverable cost - 2F T e $(108 032) (94,CJ5)
Effect of increas. i general price level TRIR Al (290.597)
Excess of increase .1 general price bvet»ove: increase in specific
prices after reductic. to net recoverable cost (96,799)b)
Gain from decline in purchasmg pow of net amounts owed 102,199 102,199
Net % & ‘% P : $ (5,8__3__3) $. 5,400

(a) Including the reducmtvr‘ mcﬁ the aoas) on a constant dcllar basis would hzve been $(84.551)
for 1980.

(b) At December 31, 1980. cm cu!‘aluﬁlétyplam net of accumulated depreciation was $2,667 0C0 while histoncal
cost or net cost recoverable thror:gh depreciation was $1,363,000
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Electric Sales Statistics 1980 1979 1973 1977 1976 1975 1974 1973 1972 19N 1970

Reveres (0.
Hesonrta $ 01973 § 210§ e $ 30343 5§ 2202 § 7I07 $ 62314 § 2200 $ 51533 § BN2 § 4S5
Zomemen 178508 148120 124G 07.738 - B @273 62 043 5S4 800 51,192 48 087
NSt s 8958 LA Nae 4308 E R ) 0927 7570 4530 2 @ 20372
PR siraet an ghway Wgrtng [&~_1 7043 a2 €388 5 588 5.208 4508 3348 1880 342¢ 330
Prtosc BT te s DOwer

' wgring ™ L i L L % L] @ 4“5 . 4
Diher slecine dntes VAR e 2 awme __ 8188 8318 ares 2 968 235 2'8 | a88 1679

Yo 438,337 383352 32208 284 544 232878 286 @7 188043 154 248 138 T 127 Bar 119.088
Dther wectrc (gverves MR WSS NN VNS SESNR Y SCEC EREL  hehC PeRT i el

ot S MO S MM § 21ITET § 26053 § 224297 3 20793 § (70249 § (55400 § 1IN7M § M § 11989
Setes in Howst Mowrs 00 5
He soenta AEMAET 2254982 2465782 2284028 2793859 2300432 2070885 213308 T5ETY 1340229 73807
o 3308188 3:RATIQ 17267 J080S89 2889388 2346031 2851817 2677897 2480428 2272259 22076
~usa 2141804 C3EG208 23028'9 2747363 1280230 TR I08 T 9S2TYY 1985 7% 1987878 '7S2072 649887
PuDsC street 3na NQPraay Sgreng o7 8 561 58248 &8 288 e 65 260 8278 64 158 a2 33 59 249 LR <
P OIS OO

anc wghing 1.8 1.978 270 270 2857 29a asy 158 1588 1688 177a
e wacrre omaves W e0T2  wewe 175w Do  2MIWN €M %K ™o
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PubeC siresd arC mgMeay \Qreng m ‘3 123 122 i - 2% ‘28 ‘28 8 n i3
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g agreng " n 2 1 " 1 2 2 12 2 2
Otrer ssectic Lontes S W oA e _ 8 s TR, SR e 2. 2 3

ta _daTes V0TS 33w AW LW _arse 3398 6278 235 T80 233 7™
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ATEgE W Der veh. S erty s s3I 454 & 087 31538 3456 3009 275 2634 2 2637
Loma Seusnce
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Kansas City Power & Light Compary :
Eleven-Year Summaries and Sdoctod Financial Data
Summary of Earnings 1980 1979 1978 1977 1976 1975 1974 1973 1972 19N 13970
Opersting Revenues ¢
Electre S 0182 § WEOA $ VAT § 288050 § 234297 § 207313 § 70248 § 155403 § 7R S 24774 § 088
Hoam nent a7 s A48T  A809 2887 2508 179 178 189 N2 1807
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Operating Expenses (0
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Mawr 780a0c e 52800 54315 0359 29 496 222375 19194 14550 13 890 10.659 1 a5 10 836
(g rmc abon @ 34 358 317 30 356 24 629 21 887 20648 18560 4300 13459 12987
Tases
nCOme 42,088 9588 %137 4456 A 18435 15,204 10633 3349 9952 anse
e e argie  BS1 WS 3w 537 2207 29 21378 20605 1§ 82
ot 58118 126 800 263 830 224338 VQ! 512 '69.648 34 448 121 962 18 222 99 119 ER )
Opersting Income (<4, 88847 44075 55002 46 328 45682 9060 37 802 8147 13388 3186 2272
Othar income and Deductions (0 5|
Aliowance b agquiy unas Jsed
NG CONSITUCHON "wnrs 19 487 12543 TR 3983 2% S 1,008 ‘883 1029 a7
Vi etanecus (net) RSN v . Joaiia . PR Gkt NN ) s _2a 498 503 2
Tt 19,853 19777 11689 7583 4658 3834 1453 1220 2.9 1582 ™
108,500 63 846 668.70" S1879 49 820 44504 n. 758 I BT »779 2887 300
Chaeges 0
imerest Charges i o)
Tarest Of NG lerm et 48,064 w e 2 28 858 22583 19 968 17 38 17473 15978 11838 11.080
TSt On SHOM-iam NOles 478 W8 1 6 1,066 412 1088 582 343 580 &2 1183
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s slaneous o 7-_?’,! 1.!! ___.____)_..‘ S @ 2.& S ""@ — __L?ﬂ ,“7 97 — -E ..._...‘!
x e 27295 nanrn 2288 20198 T 900 8542 € a9 387 12,708 11395
betore C ative Effect 5, a.701 3658 42974 31583 2622 28,604 20213 9958 22168 20781 868
Cumutative Effect of Change in
Revenue Hecognibon i PR..... R SN et TR NI (RPN SIS S sy sy
Net income 0 4 L8 Qs 42 924 31593 822 26604 20213 2358 22,158 2090 ‘8618
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Divisend Requirements 5 M 0srs AT TS - S A0 2342 2848 2554 240 T %088
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Capitalization Data
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SCHMIDT & COMPANY
CERTIFIED PUBLIC ACCOUNTANTS
2837 AN STRELEY

KANSAS CITY MISSOUR!I 4108
Tevesvrone

(s18) azi.a62a

WEWBERS OF THE snimiaw wSTRUTE
OF CERVITILD PUBLIC ACLOUNTALTS

Board of Trustees
Kansas Electric Power Cooperative, Inc.

Topeka, Kansas

Gentlemen:

We have examined the balance sheets of the Kansas Electric Power Cooperative,
Inc., Topeka, Kansas as of December 31, 1980 and 1979, the related statements
of revenue, and accumulated deficit since inception, and changes in financial
position since inception. Our examinations were made in accordance with
generally accepted auditing standards, and accordingly, included such tests of
the accounting records and such other auditing procedures as we considered
necessary in the circumstances, including those required by REA Bulletin 185.1.

Some uf the auditing procedures employed were as follows:

Plant
Acquisition of general plant items were investigated to determine that entries

properly recorded the new values.

We examined certificates of title to automotive equipment and trailers and

satisfied ourselves as to the existence of other major items of general plant,

Cash
We counted the working fund during our examination and after considering the

receipts and deposits since December 31, 1980, determined the working fund was on
hand at audit date. Cash expenditures were properly supported by vouchers, We
examined all checks honored by the bank during the past year for authorized
signatures, classifications of expenditures and traced them to the appropriate
records. Our reconciliation of the bank account with the records of the cooperative

was compared with that prepared by the cooperative. We traced the transfer of funds




by bank wire transfer and direcied particular attention to the outstanding checks

at the beginning and end of the year examined. Written confirmation of the bank

balance was obtained froas the bank.

Accounts and Interest Receivable

Our examination disclosed the subsidiary ledgers of accounts receivable were in

balance with the ledger control accounts. Confirmations were mailed to customers.

Pregavments

Insurance policies were examined and the unexpired insurance premiums computed,
We listed tk  policies, observed they were made payable to the cooperative aad

ascertained all were in effect at audit date.

Deferred Debits

Charges to deferred debits were reviewed.

Capital Equities
We ascertained the subsidiary record of memberships was in balance with the general

ledger control account by examination of the membership register.

Current and Accrued Liabilities
We examined invoices paid subsequent to the audit date, made inquiries concerning

possible unrecorded liabilities and contacted the project attorneys regarding
contingent liabilities. Minutes of board meetings were reviewed for commitments
or agreements which might constitute liabilities of the cooperative. We reviewed

the 1980 property tax assessment and found the liability for property taxes

reasonably stated.

Operations
During our examination of the balance sheet accounts, related operating entries

d

wvere tested. Journal entries prepared during the period under observation were
rcvicvcd; Per inent provisions of the power contract were noted. Customer energy
bills prepared during the audit period were compared with -pproi;d wholesale rates
schedules on a selective basis. In tracing cancelled checks to the check register,
cha}ics to expense accounts were reviewed. Check vouchers with supporting data

were examined for representative test periods.

e e e e o g e — e — —— ——




General
Before we completed the examination, all sudit entries had been entered on the
books of the cooperative. 2ur examination disclosed the cooperative's accounting

records have been maintained in a current and generally accurate condition,

In our opinion, the balance sheets of the Kansas Electric Power Cooperative, Ioc,,
Topeka, Kansas as of December 31, 1980 and 1979, the rc{ntcd statenents of revenue
and accumulated deficit since inception and changes in financial position sioce
inception, present fairiy the financial position of the cooperative, and the results
of its operations and changes in its financial position for the years then ended,

in conformity with generally accepted accounting priociples applied oo a

consistent basis.

SCHMIDT & COMPANY

G7 S sk

W. G, Schaidt, Partoer
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Topeka, Kansas

COMPARATIVE BALANCE SHEET
For The Years Ended December 31, 1980.and 1979
ASSETS AND OTHER DEBITS

Exhibit A

12-31-80 12-31-79
Plant
General plant $ 46,868.98 $ 36,720.24
Less: Accumulated depreciation 19,606.29 12,043.9
Net General Plant 27,262.69 24,676.33
Investments
Equities in other organizatioas 1,245,680.00 17,034.00
Current Assets
Cash - general 46,468.64 8,022.43
Accounts receivable 91,547.95 33,141.80
Prepayments 1,805.00 1,586.09
Total Current Assets 139,821.59 42,750.32
Deferred Debits
Organization expense 1,067.50 1,067.50
Research and development 26,631,510.34 8,029,868.71
Construction advance 129,000,000.00 90, 000, 000.00
Total Deferred Debits 155,632,577.84 98,030,936.21
TOTAL ASSETS AND OTHER DEBITS $157,045,342.12  $28,115,396,86
MEMBERS' EQUITY AND LIABILITIES
Equi ties and Margins
Memberships s 2,800.00 § 2,700.00
Paid in capital 652,885.85 652,885.85
Deficit accumulated during the
development stage 97,510.16* 95,605.25*
Total Equities and Margins 558,175.69 559,980.60
Current Liabilities
Notes payable (CFC) . 156,335,981.08 97,532,.70.66
AccHounts payable ’ 149,153.20 21,807.00
Accrued taxes 2,032.15 1,338.60
Total Current Liabilities 156,487,166.43 97,555,416.26
ssg,ug,ag.g

TOTAL MEMBERS' EQUITY AND LIABILITIES $157 045, 34

See notes to financial statements (page 7).
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Kansas Electric Power Cooperative, Inc.
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STATEMENT OF CHANGES IN FINANCIAL POSITION SINCE INCEPTION

Topeka, Kansas

Deficit accumulated (Exhibit B, page 5)

Add:
OTHER SOURCES OF FUNDS

Depreciation capitalized
Depreciation
Total

Deduct:

Allowance for funds used d.iring construction

Capital credits
Total

Funds from Operations

Add:
Membership fees
Loan funds from CFC
Capital transfer (KEC)
Plant salvage
Decrease in working capital

TOTAL SOURCES OF FUNDS

USES OF FUNDS

Organization

CFC membership

Investment in general plant
Research & development
Construction advance

TOTAL USES OF FUNDS

* Deficit

LEXNLOAL A=A

Year Ended Inception
12-31-1980 to 12-31-1980
$ 1,904.91* § 97,510.16*
7,444.09 19,422.00
118.29 118.29
7,562.38 19,540.29
18,352,354.14 23,615,624.80
1,228,646.00 1,244,680.00
19,581,000.14 24,860,304.80
19,575,342.67*  24,938,274.67*
100.00 2,800.00
58,803,710.42 156,335,981.08
-0~ 652,885.85
-0- 1,433.90
30,968.48 11,363.76
$39,259,436,23 $132,066,189.92
$ -0- $ 1,067.50
-0- 1,000.00
10,148.74 48,236.88
249,287.49 3,015,885.54
39,000,000.00 129,000,000.00 -
$39,259,436.23 $132,066,189,92

See notes to financizl statements (page 7).

- S — e
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Kansas Electric Power Cooperative, Inc.

"A Developwent Stage Enterprise”

Topeka, Kansas

STATEMENT OF REVENUE AND ACCUMULATED DEFICIT

For The Year Ended December 31, 1980 and from Inception

Operating Revenue
Sales for resale

Operating Expenses
Purchased power
General & administrative
Special services
Insurance
Employee benefits
Trustees expenses
Rent
Miscellaneous expense
Depreciation
Taxes - property
Taxes - payroll

Total Operating Expel.ses

Net Margins for Period

Deficit accumulated through 12-31-79

Deficit accumulated during development stage

* Deficit

12-31-80

$291,455.03

284,005.03
5,569.23
68.54
39.84
324.58
667.26
131.60
2,232.94
118.29
20.41
182.12

293,359.94

1,904.91%
95,605.25*

s_97,510.16°

See notes to financial statements (page 7).

Exhibit B

Accupulated

from inception

$291,455.03

284,005.03
48,621.19
36,593.20

143.68
629.05
5,109.22
131.60
12,397.10
417.42
137.70
780,00

388,965.19

$_97,.510.16*
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Kansas Electric Power Cooperative, Inc,
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Topeka, Kansas

STATEMENT OF PAID-IN CAPITAL

Ark Valley Electric Cooperative Association, Inc., Hutchinson, Kansas...........ce0ee
Brown-Atchison Electric Cooperative Association, Inc., Horton, Kansas..........co0eeee
Butler Rural Electric Cooperative Association, Inc., E1 Dorado, Kansas.......ccoevuee
Caney Valley flectric Cooperative Association, Inc., Cedar Vale, KansasS.......ccvveee
Central Kansas Electric Cooperative, Inc., Great Bend. KapsSas.......eccececcvccnccons
C¥S Electric Cooperative, Inc., Meade, KanSasS.,....ccececcnccesssccssscscscascnsccenes
Coffey County Rural Electric Cooperative Association, Inc., Burlington, Kansas.......
(' & W Rural Electric Cooperative Association, Inc., Clay Center, KansaS.......cv0veee
Joniphan Electric Cooperative Association, Inc., Troy, Kam3as.....ccovvenvcvnncncnnes
D. S. & O, Rural Electric Cooperative Association, Inc., Solomon, KansaS......cceeeee
Flint Hills Rural Electric Cooperative Association, In ., Council Grove, Kansas......
Great Plains Electric Cocperative, Inc., Colby, Kansa’ .....cceevecevvescscsccccscccee
Jewell-Mitchell Cooperative Electric Company, Inc., ¥.nkato, Kansas.....ceevcevevccee
Kaw Valley Electric Cooperative Company, Inc., Topeka, KansasS......eevvvecccscaccnnes
Lane-Scott Electric Cooperative, Inc., Dighton, Kafsas.......cceecvecsceccccncccccnse
Leavenworth-Jefferson Electric Cooperative, Inc., McLouth, KansaS.....ceecevncccncscs
Lyon County Electric Cooperative, Inc., Emporia, Kansas.....cccvevcavcsncccncscncense
N.C.EK, Electric Cooperative, Inc., Belleville, KansaS.....ccceeveescccccccccscccccnse
Nemaha-Marshall Electric Cooperative Association, Inc., Axtell, Kansas.......ccceveee
Ninnescah Rural Electric Cooperaiive Association, Inc., Pratt, Kansas......c eevevcee
Northwest Kansas Electric Cooperative Association, Inc., Bird City, Eansas......ccceee
Norton-Decatur Cooperative Electric Company, Inc., Norton, KansasS.....ceccvcvccsccces
Pioneer Electric Cooperative, Inc., Ulysses, KansSaS.......cccceeccsvcssnsscssccccscces
P. R, & W, Electric Cooperative Association, Inc., Wamego, KansaS.....cecvceccesccnce
Radiant Electric Cooperative, Inc., Fredonia, Kansas........cevccccevssccccsccccscnce
Sedgwick County Electric Cooperative, Association, Inc., Cheney, Kansas.......c.cceee
~Sekan Electric Cooperative Association, Inc., Girard, KEansas.. ...ccceccccccccccncnce
Smoky Hill Electric Cooperative Association, Inc., Ellsworth, «ansas.......cceccceese
Smoky Valley Electric Cooperative Association, Inc., Lindsborg, Kansas........cecccee
Sumner-Cowley Electric Cooperative, Inc., Wellington, Kansas.......ccccvvvevvnnccccas
Twin Valley Electric Cooperative, Inc., Altamont, Kansas......ccecvversceccccccscnces
United Electric Cooperative, Inc., Iola, KansSasS......ccccccescecsccsnccrsvcsccssccccncs
Victory Electric Cooperative Association, Inc., Dodge City, EKansas....ccevevcecececes
Western Cooperative Electric Association, Inc., WaKeeney, KansasS......ccoccvcceveccee
Wheatland Electric Cooperative, Inc., Scott City, KEansSas....ccececercccseccccccocccce

TOTAL .

1

- L ————— T —— 4 ———— f— . ——— - — - e — - — -
o 2 . -~

SO - ————— et se® - St SSRGS S e, 5T - S i 7 o Bt — - - ——



Paid-In-Capital

74,024.68

‘257;222|29

From

12-31-80 inception
19,276.91 $ 23,079.70
10,741 .62 12,834.94
16,663,75 19,995,.29
13,426.25 15,908,77
42,783.04 51,786.45
10,252.17 12,451.01
10,067.67 12,209.35
14,017.55 16,548.87
5,155,95 5,900.33
18,959.51 22,788.17
19,082.82 22,801.37
11,361.06 12,798.24
16,058.18 19,186.59
17,876.25 20,153.62
12,686.02 14,263.23
11,464.08 13,840.19
8,594.13 10,419.34
13,613.14 16,117.77
13,731.79 15,500.62
12,709.82 15,322.75
8,039.92 9,086.48
19,016.54 21,542.26
31,550.19 . 35,404.78
7,877.59 9,494.47
10,511 .11 12,773.88
16,963.22 20,299.35
11,956.67 14,319.45
6,831.34 8,260.80
3,348.52 4,053.81
16,264 .37 19,387.20
6,188.72 7,434.76
11,239.10 13,631.36
13,064.89 15,805.45
21,882.03 24,601.61

_82,883.59

$652,885.85

Exhibit C

Wbl
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Topeka. Kansas

NOTES TO FINANCIAL STATEMENTS

.

December 31, 1980

Summary of Significant Accounting Policies:

Gepneral Plant
The cooperative employs the Uniform System of Accounts, prescribed !y the Federal

Energy Regulatory Commission. Wage rates are controlled by the Board of Trustees,
Transportation expenses are allocated between deferred and operating accounts on

the basis of mileage. Plant is depreciated at rates reflected in Exhibit D,

page 9.

Investments
Investments are generally included in the financial statements at cost,

Deferred Debits
Research and development costs are accumulated in accordance with accepted

accounting procedures for electric utilities. Allowance for funds used during

construction is deferred per Rural Electrification Administration directive.

Tax Status
The cooperative filed income tax returns through 1979, Application for exemption

as a non-profit corperation under Section 501c-12 has been submitted to the
Internal 'evenue Service. Form 9°  has been filed for 1980.

ADDITIONAL NOTES TO FINANCIAL STATEMENTS

Assets Pledged
All assets are pledged as security for short-term and interuediatg-ter- debt to

the National Rural Utilities Cooperative Finance Corporation.




.

General Plant Exhibit D, page 9, of this report

Cost $46,868.98 presents a detailed statement of
Depreciation 19,060.29 ¢ :
Depreciated Value ‘37*535735 general plant facilities and changes

i1 the accounts during the period
ended December 31, 1980. Activity included the purchase of an automobile and

miscellaneous office furniture and equipment,

Investments ) Equities in other
Equities in other organizations 31!245!656.02 organizations include

the following:

National Rural Utilities Cooperative Finance Corporation
Washington, D, C.

Membership $ 1,000.00

Capital credits 1,224,210.00 $1,225,210.00
Federated Rural Electric Insurance Corporation
Madison, Wisconsin

Prederred stock 450.00
Kansas Electric Cooperatives, Inc.
Topeka, Kansas

Membership 10.00
National Rural Electric Cooperative Association
Washington, D, C.

Membership 10.00
Total $1,245,680.00

Equities in other organizations was increased by capital credits from CFC and
Federated Rural Electric Insurance Corporation by $1,228,416.00 and $230.00
respectively during the year ended December 31, 1980.

Cash The cooperative maintains a working fund
Working fund $ 100.00 for petty cash disbursements and for
General fund 46,368.64

Total ‘IEL;EE—ET making chenge. The general fund is in

the custody of the Fairlawn FPlaza State
Bank, Topeka, Kansas. The bank is a wember of the Federal Deposit Insurance

Corporation,

.
Accounts Receivable The cooperative obtained
Customer accounts receivable $46,350.00 permission to sell 30
Other accounts receivable 45,197.95 megawatts of SPA hydro

Total I $91,547.95

peaking power in the Kansas
Gas & Electric service area. The Kansas Corporation Commission issued a temporary

certificate of convenience and necessity to allow this sale of power to Empire

)



District Electric
incurred by KEPCo

were all current,

Prepaid Expenses

Prepaid insurance
Travel advances
Total

Company.

assisting its members in wholesale rate cases.

Other sccounts receivable consist primarily of expenses

The accounts

Insurance coverage is provided by -

$ 655.00 Federated Rural Electric Insurance

1,150.00

SASEr
$1,805.00

Corporation, Madison, Wisconsin. The
type of insurance and the amcu.at in

effect at December 31, 1980 were as

follows:

Type of Insurance Amount
General public liability

Directors', officers' and managers' liability $1,000,000

Bodily injury and property damage 1,000,000
Workaen's compensation Statutory
Fidelity insurance (blanket coverage) 60,000
Automobile

1,000,00C

Bodily injury and property damage

Collision

$100 deductible

Fire and extended coverage

Buildings and personal property
Extra expense

Loss of income from customers
Rended office building

15,000
25,000
. 25,000
96,600

Travel advances were as follows:

Joe Mulholland $ 150.00

Jerry Haahr 150.00

Joe Hamman 150.00

Bob Bowser 200.00.

Rick Tyler 50.00

Hoburg Lee 150.00

Allan Mee 150.00

Frank Garver 150.00

Total $1,150.00
Deferred Debits Kansas Electric Power
Organization expense $ 1,067.50 Cooperative, Inc., was
Research & development 26,631,510.34

nized to provide power

Construction advance 129,000,000.00 s P pel

Total

3155!632!577!g=

for its members. Costs
have been incurred with a
number of projects and four
projects are iovolved at

December 31, 1980.

——




'

Until 1t is determined whether actual construction results from the effort, costs

-

are teing deferred and consist of the following at December 31, 1980:

Labor

Payroll taxes
Employee benefits
Automobile services
Travel

Pablic relations
Rent

Building costs
Leasing-maintenance
Depreciations
Insurance
Property tax
Meetings
Engineering
Computer
Supplies

Postage
Telephone

Legal
Contingency
Subscriptions
Interest
Auditing
Personnel costs
Consultants

TOTAL ($26,631,510.34)

On April 19, 1979, the cooperative entared into an agreesent with Kansas Gas and
Electric Company, Wichita, Kansas and Kansas City Power & Light Company, EKansas
City, Missouri, whereby EECo agreed to purchase a 17% undivided ownership interest
in the Wolf Creek Nuclear Power Plant, In compliance with the terms of the agreement

and subseguent amendments, KEPCo has advanced $64,500,000.00 to EG&E and
$64,500,000.00 to KCP&L.

Equi ties and Margins

Research Projects

Memberships
Paid in capital

-

Deficit accumulated during the

developmen. stage

Total
* Deficit

capital resulted from the transfer of ass~*~- and liabilities from members of Eansas

2,800.00
652,885.85

97,510.16*

Ieigership certificates

P Sty

$558,175.69

KCP&L
KPLL KCE Rydro EI!
$ 584.68 $ 711,504.79 $ 8,427.69 $ 45,859.57
10.84 53,2238.22 564 37 4,788.21
83.54 78,414 .48 952,30 5,917.23
2,749.93 72.35
454.20 106,140.06 1,795.86 9,440.19
347.71 2,525.64 72.51
44.01 29,198.54 257.32 2,149.67
36.18 25,592.06 305.43 2,002.60
15.63 22,444.99 265.67 2,127.94
31.30 32,688.14 319.51 5,960.90
7.27 6,841.49 95,31 478.67
8.13 6,611.21 125.29 740.36
22.77 173,999.26 601.36 4,618.38
35,499.01 704,184.57 5,000.00 32,321.60
70,774.93
43.56 34,223.87 299,79 2,632.46
25.25 20,525.32 289,47 1,560.59
46.71 42,801 .99 523.67 3,390.93
515.00 900,891.56 21,232.55
7,786.05 27.90
87.07 9,225.63 38.15 234.36
200.35 23,180,679.06 10,854.17 1,370.85
3,300.00
5.35 105,808.68 59,99 11,743.26
234 .82 63,937.48 7,6U0.58
$38,303.38 $26,396,087.95 $38,548.69 $158,570.32

have been issued to twentiy-
eight cooperatives in Kansas,
One member dropped its
menbership, but the fee .as

not refunded.

Electric Cooperatives, Inc. to KEPCo during 1977.

Paid in

o — e e e
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Current Liabilities

Notes payable (CFC) $156,335,981.08
Accounts payable 149,153.20
Accrued taxes 2,032.15

Total 3156!487!16\..42

Notes payable consist of the fellowing:

Short-term line-of-credit $ 3,589,000.00
Intermediate term note 147,081,406.74
Interest payable - CFC ' 5,665,574.34

Total $156,335,981.08

The cooperative has a line of credit with the National Rural Utilities Cocperative
Finance Corporation (CFC), Washingtopn, D. C., in the amount of $4,500,000.00 and

at audit date had borrowed $3,589,000.00. Interest on the short-term loan varies
monthly with market and at December 31, 1980 was 20.5%. The line of credit is
arranged on a yearly basis and both the line of credit and any amounts advanced
become due March 20, 1981. Members of KEPCo have guaranteed payment to CFC for any

amounts advanced on short-term loans ‘plus interest.

To fund the construction deposits to KG&E and ECP&L, the cooperative obtained an
intermediate term loan in the amount of $175,000,000.00 from CFC. Interest rate
varies monthly with the market and at December 31, 1980 was 20.5%. The note was
executed March 21, 1980 and expires March 20, 1981, Interest accrues quarterly

and is added to the principal of the note.

Accounts payable were as follows:

Kassebaum & Johnson $ 16,769.33
Miller, Bulis, O'Neil, P. C. 8,274.89
Southern Engineering Company 17,480.14
S W.P.A. (Power interchange) 91,650.00
Others ) 14,978.64

Total 8149!123!23

Contingent Lisbilities and Commi tments

4

The cooperative has entered into an agreement to purchase .17$ of the Wolf Creek
facilities from EGZE and RCPLL. Advances totaling $129,000,000.00 have been made
toward this agreement ‘and amendments to the agreement. According to the last
amendment executed December 24, 1980, KEPCo is to close the sale on April 30, 1981,
Exact figures will not be available until the closing date; however, the original
loan estimate submitted to the Rural Electrification Administration (REA) was in
the amount of 3318,000,009_.00. This estimate is subject to revision. If EKEPCo is




" -Q

unable to obtain long-term financing prior to April 30, 1981, all amounts previously
received * KGLE and KCPEL, respectively, as advance payments from KEPCo on account
of the y chare, together with interest from the date of the draw will be repaid

by KG& 2uc . PkL. 1f the agreement is closed, KEPCo is to pay its pro rata share
of all additional construction costs. Upon completion of the project, KEPFCo is to

own 17% of the site, common facilities, and Wolf Creek Generating Uait #1,

Upon closing, KG&E and KCP&L will transfer to KEPCo 17% of the then outstaoding
stock of Utility Fuel Company--included in the purchase price. KEPCo agrees that
after closing it will purchase from Utility Fuel Coampany 17% ¢I all additional

shares of capital stock issued for the purpose of funding the company.

Pension Plan

The cooperative has a contributory defined benefit pension plan for its employees.
The plan is administered by the National Rural Electric Cooperative Association
(NRECA) through a trustee whereby annuities effective upon retirement will be
available to participants in the plam. It is a funded plan and the total pension
costs for the years ended December 31, 1980 and December 31, 1979 were $10,042.98
and $8,662.68 respectively.

Related-Party Transactions

KEPCo is operated under co.mon management with EKansas Electric Cooperatives, Inc,.
Overhead costs incurred by KEC applicable to KEPCo are billed at the end of each
month. No transactions of a material amount other than payment of allocated

overhead costs occured during the period ended December 31, 1980,
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Topeka, Kansas

OTHER INFORMATION

Accountants' Comments

The audited financial statements of the cooperative and our report thereon are
presented in the preceding section of this report. The following financial
information and comments were derived from the accounting records tested by us as

a part of the auditing procedures used in our examination of the financial statement
of December 31, 1980 and December 31, 1979 and in our opinion is fairly presented
in all material respects in relation to the financial statements takeu as a whole.
This information is not necessary for a fair presentation of the financial

statements.

History and Or‘lnization

The Rural Electrification Act was passed by Congress and signed by President
Franklin D. Roosevelt on May 20, 1936, It authorized REA to finance the
construction of generation, transmission and distribution facilities to provide
electric energy to rural areas not receiving central station electricity.
Cooperative farm organizations and rural public power districts became the principal
borrowers under the REA program. The Natiomal Rural Utilities Cooperative Finance
Corporation (CFC) was incorporated April 10, 1969 to provide supplemental financing

for REA bourrowers,

Articles of Incorporation adopted by six electric distribution cooperatives of

Kansas were filed with the Secretary of State, February 13, 1975 for the Incorporation

of Kansas Electric Power Cooperative, Inc., pursuant to the Electric Cooperative
Act, K. S, A, 17-4601 and other applicable laws., It is a nonprofit cooperative
with perpetual existence. Bylaws of the corporation do n;t restrict membership

to electric cooperatives, Each active member has a representative on the Board of
Trustees. The membership fee is $100 and #* w1udit date the corporation had twenty-

seven active members,
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g Exhibit D
Kansas 54
Kansas Electric Power Cooperative, Inc,
"A Development Stage Enterprise”
Topeka, Kancas
UTILITY FLANT
Balance , Balance
1-1-80 Addi tions Retirements 12-31-80
General Plant
Transportatioa equipment (1) $22,235.36 $ €,298.13 § -0- $28,533.49
Office furniture & fixtures 10% 14, 484.88 3,850.61 -0- 18,335.49
Total 36,720.24 10,148.74 -0~ 46,868.98
Depreciation
Transportation equipment 7,334.20 6,116.06 -0- 13,450.26
Office furniture & fixtures 4,709.71 1,446.32 -0~ 6,156.03
Total 12,043.91 7,562.38 -0- 19,606.29
Depreciated Value $24,676.33 $27,262.59

(1) Cost less estimated salvage

over three and four years.
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