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In partiérship with the
Johnson. County Museum
System, Kansas Wildlife
and Parks, and Shawnee
Mission Northwest High
School, KCPL restored
the histonic arca

surrounding its West

Gardner substation 1o
native prairi¢ grasses
and dedicated-it as an
historic sit¢ iy
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Net periodic postretrement benebit cost Uin thousands

1993
Service cost for henefits carned during the year § blo
Interest cost on accumulated postrenrement benefit obligation (APBO) 1,893
Amortization of unrecognized transition obhgation e K
Net pertodic postretirement ¢ost 3,684
Less: Pay-as-you-go costs 1109
Net increase in cost due to FASB 106 $ 4575

The increase in the annual health care cost trend rate for 1994 1s assumed 10 be 13%, decreasing
gracually over a seven vear penod to its ultimate level of 6%. The Company’s health care plan requires
retirees (o participate in the cost when premiums exceed a certiin amount, Because of this provision, an
increase in the assumed health care cost trend rate by 1% n cach yvear would only increase the APBO as
of December 31, 1993 by approximately $786.000 and the aggregate service and interest cost compo-
nents of net penodic postretirement henefit cost for 1993 by approximately $98,000

Reconciliation of the status of postretirement benefit plans 1w amounts recorded in the Consolidated
Balance Sheets (in thousands)

December 31

1993

APBO

Retirees $110.672)
Fully ehigible active plan participants (6.405)
Other acuve plan parvcipants _(10.501)
Unfunded APBO (27.578)

Unrecognized loss 2680

Unrecognized transition obligation 22319

Accrued postretrement benelit obligation
included in Deferred Credits and Other Liabilities—Other)

The werghted average discount rate of 7% and future salary level increases of 4% were used to
determine the APBO

Long-Term Incentive Plan

in 1992 the sharcholders adopted a 10 vear, Long-Term Incentive Plan for officers and key
emplovees. Awards issued under the Plan cannot exceed 3 million commaon stock shares. During 1993
and 1992 awards to purchase 63,125 and 86,000 shares of common stock were granted with exercise
prices of $23.875 and $21.625 per share. respectively. During 1993, awards to purchase 4,000 shares
were caneeled. Under granted stock options, recipients are entitled 1o 1 eive accumulated dividends as
though reinvested if the options are exercised and if the market price at the time of exercise equals or
exceeds the grant price. Under the assumption that all shares will eventually be exercised. the Company
expensed $0.1 million and 50.2 million ‘0 1593 and 1992, respectively, representing accumulated divi-
dends and the change in stock price sinee the date of grant. At December 31, 1993, opuons for 145125
shares of common stock were outstanding and options for 41,000 shares were exercisable
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KANSAS ELECTRIC POWER COOPERATIVE, INC

BALANCE SHEETS
DECEMBER 31, 1893 AND 1992

ASSETS CAPITALIZATION AND LIABILITIES
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KANSAS ELECTRIC POWER COOPERATIVE, INC.

STATEMENTS OF OPERATIONS
YEARS ENDED DECEMBER 31, 1993 AND 1992

OPERATING REVENLU
Member

Nonmembet

$69.118.520 $64.966.63
800.634 52.83

!t-ufu;‘L‘.'J[.I‘«:.I.'L‘\LHL:L‘ 69,919,154 5,119,463
OPERATING EXPENSES

Power purchased

Nuclear fuel

Nuclear plant operations

Nuclear plant maintenance

Nuclear plant administrative and general

Administrative and general

Amortization of deferred charges

Depreciation
ital operaung expenses
uperating margis
INTERLEST INCOMI

Income before interest

INTEREST EXPENSE ON [ 'ERM DEBT




KANSAS ELECTRIC POWER COOPERATIVE, INC.

STATEMENTS OF PATRONAGE CAPITAL (DEFICIT) AND OTHER EQUITIES
YEARS ENDED DECEMBER 31, 1993 AND 19892

Patronage
Capital
(Deficit) Other
Memberships Unallocated Equities Total

Balance. January 199] $.2 900 $(12.557.706) $5.499 631

1992 net margin (10ss) {2.935.487)

1

Balance, December 31, 1992 ) (15,493,193)

1993 net margin 2. 806947 606,593

Balance, December 31, 1993 $2.900 $(12.686.246) $6.739.039

financial statements




KANSAS ELECTRIC POWER COOPERATIVE, INC.

STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 1993 AND 1982

1993

CASH FLOWS FROM OPERATIONS

Cash received from member sales $69.319.804

Cash received from nonmember sales 705
Cash paid for purchased power 31.34]
(Cash paid for Wolf Creek operations (7.664

Cash paid for KEPCo operations (2,128

140)

538)
0034)

8902)

Interest paid 14,7493

Property taxes paid
Interest received
Cash paid to decommissioning trust

Miscellaneous cash received

t cash from operations

ASH FLOWS FROM INVESTING ACTIVITIES
Nuclear fuel purchases
f‘I.H‘T adan ns

Wolf Creek Nuclear Operating Corp. investment

CASH FLOWS FROM FINANCING ACTIVITIES

Repayment

INCRI JECREASE) IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 3,240

.;\) 3

ASH AND CASH EQUIVALENTS, END OF YEAR $ 9.767

QR0

(!

4
ontinueda)




KANSAS ELECTRIC POWER COOPERATIVE, INC.

STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 1993 AND 1992

RECONCILIATION OF NET INCOME TO NET yH PROVIDED
BY OPERATING ACTIVITIES
t margm (10ss)

reconciie net margin

Depreciation 2.8 ,297.269

Amortization of nuclear fuel 312,726 1S8.088

Amortization of deferred charges 10,414
Amortization of deferred incremental outage costs 57,783 2.390.66
Amortization of bond 1ssue costs ) |4 61,800
Accretion of discount/amortization of premium .
L.oss or sales of assets
(Increase) in restricted cash and short-term investments
{Increase) decrease in investments in associated organizations
Increase) in Wolf Creek Nuclear Operating Corp. investments
(Increase) in decommuissioning fund assets
Increase in decommissioning hability
(Increase) in deferred charges
(increase) in deferred incremental outage expense
) arbitrage payable
Increase in Wolf Creek Nuclear ( )perating Corp. habilities
ther
in current assets and habilities
National Rural Utilitie operative Finance Corp. patronage
| certiricate
.‘f\ ¢
s and suppiies
jer assets and prepaid ¢ \ (109.010)
wints pavable 443 159.619)

Pavroll and payroll related liabilitie 44 6.09]
\“"x_;;k-‘ pr Derty taxes ) 169 ‘:Ef

Accrued interest [\.1).1?‘( 2 493 78! (63

I adjustments

(1.3
(Concluded)




KANSAS ELECTRIC POWER COOPERATIVE, INC.

Notes to Financial Statements
Years Ended December 31, 1993 and 1982

DEPARTURES FROM GENERALLY ACCEPTED ACCOUNTING PRINCIPLES

Effective February 1, 1987, the Kansas Corporation Commission (KCC) issued an order to Kansas
Electric Power Cooperative, Inc. (KEPCo) requiring the use of present worth (sinking fund)
depreciation and amortization. As more fullv described in Notes 3 and 6, such depreciation and
amortization practices constitute phase-in plans which do not meet the requirements of Statement of
Financial Accounting Standards (SFAS) No. 92, Accounting for Phase-in Plans. The effect of these

departures on the financial statements 1s as follows

Overstated (Understated) 1892

(N

Net utility plant $29,477,355 $25.680.852

Deferred charges 957,272 3491 .993

Deficit in patronage capital (deficit) 33,434,627 (29,172,845)

(4.411,299)
SUMMARY OF SIGNIFIF ANT ACCOUNTING POLICIES

System of Accounts - KEPCo maintains its accounting records substantially in accordance with the
Rural Electrification Administration (REA) Uniform System of Accounts and in accordance with

accounting actices prescribed b v the KC(

Utility Plant and Depreciation - Utility plant is stated at cost. The costs of repairs and minor

replacements are charged to operating expense as appropriate. Costs of renewals and betterments are
-apitalized. The original cost of utility plant retired and the cost of removal, less salvage, are

chnarged i .,l“uulluu‘.:'x‘.? d

ugh January 31, 1987, the provision for depreciation for electric plant in service was computed

n the straight-line method at a 3.44% annual composite rate. Effective Februars 1987, in

accordance with an order issued by the KCC, the provision for depreciation is computed on a present

A

worth (sinking fund) method which provides for increasing annual provisions over 27.736 years. The
mposite rates for the years ended December 31, 1993 and 1992 were 1.970% and 1.719¢
respectively. Pursuant to a KCC rate order dated March 27, 1992, beginning Januarv 1, 1992, all
additions, betterments and improvements are depreciated on a straight-line basis over 30 vears. The
provision tor depreciation, computed on a straight-line basis, of other components of utility plant are

as toliows

I'ransportation and equipment
Office furniture and fixtures

Leasehold improvement

['ransmission equipment




fuel finement, «

the quantity of heat produced for the generation Of electric p
the responsibility of the Department of Energy (DOLE)

Ar generation 1ot ort future disposal service

1 "
nucliear tuel expense

Investments in Associated Organizations - Investments 1n associated organizations
[Iv of patronage capital certificates, capital term certificate
inated term certificates of the National Rural lities Cooperative Fu

onage capital certinhicates maturing within one vear of the balance sheet

] i

Cash Equivalents - All highly liquid investments purchased with maturities of threc

nsidered to be cash equivalents and are stated at cost which approximates

Materials and Supplies Inventory - Materials and supplies imvent

Station ( Wolf Creek) is stated at cost determined by the average co

Unamortized Bond Issue Costs - Unamortized bond issue costs related to the 1ssuance of the
d rate pollution control revenue bonds and mortgage notes pavable to the are being

er the remaining life of the bonds

Decommissioning Fund Assets/Decommissioning Liability - At December 31, 1993 ar

lv, has been collected and is being retained i

5and $!,384.226, respective
be used for the physical decommissioning of Wolf Creek. The
funds have been invested by the trustee primarily in United States Treasur
d at cost. During 1989, the KCC extended the estimated useful life
station to 40 vea rom the original estimate of 30 veq only for the
SS1IONINE COStS Additionally. the estimated cost O missioning Wolt
206 million in 1988 dollars. KEPCo is responsible for a 6% share of the
r Wolf Creek. These costs are being recovered and charged to operation

September . Wolf Creek Nuclear ( )perating Corporation

{ WA filed an application, o it o wners, with the KCC for an order approving a 1993

eek Decommissioning Cost Stuc 1ch estimates the total cost to be $370 millhion in 199
|'.:;‘i‘?‘\L'«i?*\ » KA 1anagement expects such i st to be recovered througl

HEMAaKINg Process
Cash Surrender Value of Life Insurance Contracts - The following amounts related to WONOX
owned life insurance contracts, primarily with one highly-rated major insurance company

n the balance sheets | CNOC investment

1992

\ 1.066.439




Income Taxes - As atax-exempt cooperative, KEPCo is exempt from income taxes under Section
H 12) of the Internal Revenue Code of 1986, as amended. Based on 1ts review in 1993
managements opinion that KEPCo has met the requirements of this section and will continue
for the foreseeable future. Accordingly, provisions for ince taxes have not been

accompanying financial statements

Patronage Capital (Deficit) and Other Equities - Operating margin, net of interest expense

A

lited or charged to patronage capital (deficit) unallocated

CICaig

Nonoperating margin (interest income)

ties; however, upon an affirmative vote of the membership, margins may be

¢redited to other equt

patronage capital unall

Rates - The KCC has authority to establish KEPCo's electric rates subject t

i i
A

y 1
ratio and debt service coverage set forth by the REA

believes it 1s K""{\.-K‘.i."in that future rates, as established by the KC(

If subsequent recovery 1s noi permitted, the

{ tO expense al that time

Revenues - Revenues from the sale of electricity are recorded based on bi

contracts and scheduled power usages, as appropriate

Reclassifications - | 0 has reclassified the presentation of certain prior year informa

rmm with the current presentation
WOLF CREEK GENERATING STATION

f the Wolf Creek Generating Station near Burlington
Kansas City Power & Light Company (KCPI 17%) and Kansa
KGE i1s a wh
| -

itility plant represents its share of the Wolf Creek Gen

owned subsidiary of Western Resources

portionate share of the capacity and energy from Wolf (
's members' requirements. KEPCo 1s billed for 6% of
e and gen | COS | o Wolf Creek. All opera

as would be a wholly owned facility

y

hi
d}

e on September 3, |198:

s during construction

ive February 1, 1987, the KCC issued an order to KEPCo to utilize a present worth (sinking

und) depreciation method which does not conform with generally accepted accounting principles

nstitutes a ;\‘n.w.‘ in plan which does not meet the requirements of SFAS No. 92. [If

depreciation on electric plant in service was calculated using a method in accordance with gene

lepreciation expense would be increased and KEPCo's oper

v}

accepted accounting principles

|

margin would be decreased by $3,796,503 and $3.893,102 for the years ended December 3
and 1992, respectively. In addition, net utility plant would be decreased and the defi
capital (deficit) unallocated would be increased by $29.477,355 and $25,680,852

9073 and 1992 re pectively




INVESTMENTS

KEPCo's portfolio, which is included in the balance sheet at cost as cash and cash equivalent

(including restricted assets). 15 invested in fixed-income securities and 1s composed of the following

securities at December 3

O.050
) 904 29

!,';'[‘w'ﬂb at federally insured banks

United States Government agency oblhigations
Collateralized repurchase agreen 150,000

CF( Commercia! paper 1.500 000

KEPCo has entered into a bond covenant whereby the Cooperative is required to maintain, with a
trustee, a Bond Fund Reserve of a stipulated amount of approximately $3.9 million, sufficient tc
satisfy certain future interest and principal obligations. The amount held in the Bond Fund Reserve
1s invested by the trustee in various municipal securities, pursuant to the restrictions of the indenture

agreement, which are carried at cost
INVESTMENTS IN ASSOCIATED ORGANIZATIONS

At December 3 993 and 1992, investments in associated organizations consisted of the following

1683 1992

Mcmbership
‘i;,-y“:‘ term certiticates
ubordinated term certificates

lronage capital certi

DEFERRED CHARGES

Disallowed Costs - Effective October 985, the KCC 1ssued a rate order relating to KEPCo's
in Wolf Creek which disallowed approximately $22.9 million of KEPCo's investment in

mvestment

Wolf Creek. A subsequent rate order, effective February 1, 1987, allows KEPCo to recover these
disallowed costs and other costs related to the disallowed portion for the period from September 3,
1985 through January 31, 1987, over a 27.736 year period starting February 1, 1987. KEPCo is using
present worth (sinking fund) amortization 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 constitutes a phase-in plan which does not meet the requirements
f SFAS No. 92, If amortization to recover the disallowed costs was calculated using a method in
accordance with generally accepted accounting principles, amortization of deferred charges would be
increased and KEPCe's operating margin would be decreased by $465,279 and $518,197 for the years
ended December 31, 1993 and 1992, respectively. In addition, deferred charges would be decreased
and the deficit in patronage capital (deficit) unallocated would be increased by $3,957,272 and

$3,491,993 at December 31, 1993 and 1992, respectively




Revenue and Expenses for the Period from September 3, 1985 through September 30, 1985

Although the Wolf Creek Generating Station began commercial operations on September 3, 1985, the
KCC ordered KEPCo to accumulate all revenues and expenses related to the operation of Wolf Creel
for the period from September 3 1985 through September 30, 1985 in deterred charge The KC(

in order on February | 987 which allowed KEPCo to recover these Costs over a ten veal

Annual amortization of such costs increases over the recovery penod

Decommissioning and Decontamination Assessments - The Energy and Policy Act of 1992

established a fund to pay for the decontamination and decommissioning of nuclear enrichment
facilities operated by the DOE. A portion of this fund not to exceed $2.25 billion 1s to be collected
from utilities that have purchased enrichment services from the DOE. This portion is limited to n

l }

more than $150 million each vear and will be in the form of annual assessments that will not be

imposed for more than 15 vears. KEPCo has recorded its portion of this Liability as approximately
$1.019,000 which is being paid over |35 vears. KEPCo has recorded a related deferred asset which is
being amortized to nuclear fuel expense over the 15 year assessment period. Management expects t
include these assessments in its next rate case to be filed with the KCC and believes 1t 1s reasonable

) expect approval for recovery of these assessments

Deferred Incremental Outage Costs - On April 9, 1991, the KCC issued an order that all owed

ts associated

KEPCo to defer its 6% share of the incremental maintenance and replacement power cos
with refueling of the Wolf Creek Generating Statton. Such deferred costs are being amortized over

the operating cvele comncident with the recognition of the related revenues
LONG-TERM DEB1

1sts of mortgage notes pavable to the United States of America i

ng Bank (FFB), the CFC and others. Substantially all of KEP(

'he terms of the notes as of December 31 are as follow

1983
Mortgage notes payable to the FFB at rates
674% to 9.366%, pavable in
[lments through 2018

Mortgage notes payable to the CFC at a rate of 10.028
through December 1997 and 9.83% thereafter, payable
semi-annually, principal payments commencing in 2003
and continuing annually through 2017 51.340.000

Mortgage notes payable to the CFC at a rate of 9 5274
through December 1997 and 9.33% thereafter, payable

mi-annually, principal payments commencing in 1989

and continuing annually through 2002

Floating/fixed rate pollumion control revenue bonds, City
f Burlington, Kansas, Pooled Series 1985C, variable
interest rate (2.53% at December 31, 1993) payable
annually through 2015 11,100,000 11,700,000

230.706.206 13.526.497
4075406 1 3313 865

226630 800




Mmaturities of mortgage note

( ¢ Federal Financing Bank and Nat
operative Finance Corpo nand i

g/rixed rate poliution controt re
December 3 Y5

vent
are as 1o1ows

Year

Amount
1004

i
1904

16
1 996

Q9
QOR

I'hereafter to 2018

1993, KEPCo has FFB approved loan

s guaranteed by Rl
1]

Of this amount, $4,985,973 currently has a maturity date o
each short-term advance, KEPCo
nd the

A with balances
{ March 31, 1994 1 pon
year (\H!.v\! "

T'he above schedule of long-term debt
which matures on March 31, 1994

T

may renew the advance for another two

maturity date on a long-term basis
assumes that the $4,985,973

. y
will be extended based on
€ above options

In addition, restrictive covenants require KEPCo to design rates that would enable 1t to maintain a
times interest earned ratio and debt service coverage of at least one-to-one in at least two out of e

cvernry

short-term mvestments

}

of unexpended loan proceeds remaining in the

lhese funds will be utilized for scheduled principal reduction of the

wigimnating
SHORT-TERM BORROWINGS

y has available a $12 milhion line of ¢credit with the CFC which remained unused at
cember 3 093

OPERATING LEASE

KEP(

leases office space under a noncanceliable operating lease expiring on December 3
Fhe minimum lease payments can be

1 YY6H

increased to the extent that taxes and i

urance paid by the
lessor x\\.g\'v, j“.\"‘ ;L'\L'Iu




Future minimum lease payments for office space and equipment leased at December 31, 1993 are as
follows:

Year Amount
1994 $ 85872
1995 80,835
1996 73,932
$240,639
===

The related rentai expense for 1993 and 1992 was $81,489 and $99,138, respectively.
BENEFIT PLANS

National Rural Electric Cooperative Association (NRECA) Retirement and Security Program -
KEPCo participates in the NRECA retirement and security program for its employees. All
employees of members of NRECA are eligible to participate in the program. A moratorium on
contributions was in effect for the period Juiy 1, 1987 through December 31, 1993 due to reaching
the full funding limitation. In the master multiemployer plan which is available to all members of
NRECA, the accumulated benefits and plan assets are not determined or allocated by individual

employee. KEPCo has no pension expense for the plan for the years ended December 31, 1993 and
1992,

Substantially all employees of KEPCo also participate in the NRECA Savings Plan 401(k) option.
Under the plan, KEPCo contributes amounts not to exceed 3%, dependent on the employee's level of
participation, of the respective employee's base pay to provide additional retirement benefits.
KEPCo contributed approximately $30,595 and $29,537 to the plan in 1993 and 1992, respectively.

Wolf Creek Nuclear Operating Corporation Retirement Plan - KEPCo has an obligation to the
WCNOC Retirement Plan for its 6% ownership interest in the Wolf Creek Generating Station. This
plan provides for benetits upon retirement, normally at age 65. In accordance with the Employee
Retirement Income Security Act of 1974 (E.{ISA), KEPCo has satisfied at least its minimum funding

requirements. Benefits under this plan reflect the employee's compensation, years of service and age
at retirement.



Provisions for pensions are determined under the rules prescribed by SFAS No. 87. The following
sets forth KEPCo's share of the plan's actuanai present value and funded status at November 30, 1993
and 1992 (the plan years) and a reconciliation of such status to the financial statements as of
December 31:

1983 1992
Accumulated benefit obligation:
Vested $ 423782 § 266,846
Nonvested 178.577 128,539
Total $ 602359 § 395385
s RS sas S
Fair value of plan assets $ 739335 § 569,765
Projected benefit obligation 1,492,578 1,191,226
Projected benefit obligation in excess of plan assets (753,243) (621,461)
Unamortized transition amount 130,636 137.894
Unrecognized net gain 3,745 (38.018)
Unrecognized prior service cost 58,688 62.045
Accrued pension liability $ 560,174 § 459,540
Pl memmImmTET

Plan assets are invested in insurance contracts, corporate bonds, equity securities, U.S. Government
securities and short-term investments.

Actuarial assumptions:

1993 1992
Discount rate 7% 8%
Annual salary increase rate % 6%
Long-term rate of return 8% 8%

KEPCo's share of the net periodic pension costs were as follows for the vears ended December 31:

1993 1992
Service coct $162,180  $154,471
Interest cost on projected benefit obligation 103,453 88 309
Actual return on plan assets (48.439) (64,387)
Other 8972 36,311
Total pension expense $226,166  $214,704
e g

- 14+
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CONTINGENCIES

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 the Wolf Creek Generating Station as a cost
to be born by the owners s aarately (but not jointly) in proportion to their ownership shares. Each of
the owners has agreed to inlemnify the others in such cases.

As is the case with other electric utilities, KEPCo, from time to time, is subject to various actions
which occasionally incluse 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. In the opinion of the general counsel of KEPCo, there is
not a significant probability that, as a result of pending or threatened personal injury actions, KEPCo
will be liable for payment of actual or punitive damages in an amount material to the financial
position of KEPCo.

Nuclear Liability and Insurance - The Price-Anderson Act and its amendments currently limit the
public liability, including attorney costs, of nuclear reactor owners for claims that could arise from a
nuclear incident to $9.4 billion. The Wolf Creek owners (Owners) have liability insurance coverage
of this amount which consists of the maximum available private insurance of $200 million and the
balance is provided by an assessment plan mandated by the Nuciear Regulatory Commission. Under
this plan, the Owners are jointly and severally subject to a retrospective assessment of up to $79.28
million ($4.76 million - KEPCo's share), in the event there is a nuclear incident involving any of the
nation's licensed reactors. This assessment is subject to an inflation adjustment based on the
Consumer Price Index. There is a limitation of $10 million {$600.000 - KEPCo's share) in
retrospective assessments per incident per year.

The owners of Wolf Creek also have property damage, decontamination and decommissioning
insurance for loss resulting from damage to the Wolf Creek facilities in the amount of $2.8 billion
($168 million - KEPCo's share). Nuclear insurance pools provide $1.3 billion of coverage. Nuclear
Electric Insurance Limited (NEIL) provides $1.5 billion. In the event of an accident, insurance
proceeds must first be used for reactor stabilization and site decontamination. The remaining
proceeds from the $2.8 billion insurance coverage ($168 million - KEPCo's share), if any, can be
used for property damage up to $140 million (KEPCo's share) and premature decommissioning costs
up to $15 million (KEPCo's share) in excess of funds previously collected for decommissioning.

The owners of Wolf Creek have also procured extra expense insurance from NEIL. Under both the
NEIL property and extra expense policies, the Company is subject to retroactive assessment if NEIL
losses, with respect to each policy year, exceed the accumulated funds available to the insurer under
that policy. The estimated maximum retroactive assessments for KEPCo's share under the policies
total approximately $1.149,000 per year.

In the event of a catastrophic loss at Wolf Creek, the amount of insurance available may not be
adequate for property damages and extra expenses incurred. Uninsured losses. to the extent not

recovered through rates, would be assumed by KEPCo and could have a material adverse effect on
KEPCo's financial condition.

Nuclear Fuel Commitments - At December 31, 1993, Wolf Creek's nuclear fuel commitments
(KEPCo's share) were approximately $2.3 million for uranium concentrates through 1997, §15.8
million for enrichment through 2014 and $5.8 million for fabrication through 2012.
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REA Development - KEPCo has rece ved notification from the REA that, because KEPCo's financial
statements are not in conformance with generaliy .ccepted accoun. .ng principles, as discussed in
Note 1, the REA will evaluate all requests for action on the basis of financial information prepared as
if the straight-line nethod of depreciation and amortization had been used.

FAIR VALUE OF FINANCIAL INSTRUMENTS

The following methods and assumptions were used to estimate the fair value of eac | c.uss of
financial instruments for which it is practicable 1) estimate that value as set forth in SFAS No. 107:

Cash and Cask Equivalents - The carrying amount approximates the (air value because of the short-
term maturity of those inve tments.

Decommissioning Trust, Investments in Associated Organizations and Bond Fund Reserve - The
fair value of these assets is based on quoted market prices at December 31, 1993,

Variable-rate Debt - The carrying amoum 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 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 the same
remaining maturities.

The estimated fair values of the Company's financial instruments are a foliows:

December 31, 1983

Carrying Value Fair Value

Cash and cash equivalents (including restricted assets) $ 9982936 § 9982936
Investments in associated organizations

{including restricted assets) 2.671.468 3,303,250
Bond fund reserve 3,925,832 5,041,906
Decommisisioning trust 1,714,265 1,711,851
Variable-rate debt 41,100,000 41,100,000
Fixed-rate debt 189.606,206 208,683,833

OTHER MATTERS

Cn March 27, 1992, the KCC issued a rate order increasing KEPCo's energy rate by 2.5 mills per
kwh effective April 1, 1992

On December 31, 1992, the KCC issued a rate order allowing KEPCo to collect $859.000 per vear
through an increase of .66 mills per kwh in KEPCo's energy rates effective January |, 1993, The
increase allows KEPCo to recover additional property taxes resulting from legislation passed during
the 1992 Kansas legislative session.

On January 12, 1994, KEPCo refinanced $10.3 million of mortgage notes payable to the Federal

Financing Bank. The new interest rawe is 6.107% compared 1o the old rate of 9.366% and is projected
to save KEPCo $4.7 million over the li‘e of the notes.
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