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~ ~ ~ *~ansas Electric' Power Cooperative. Inc. |
. . - -.

. .: .

r

.. nobertBowser '
1XEPCo). headquartered at Topeka,.h.ansas. . p.g.gga.c.jy .a . . :s . _.

.x. -

gjgyp . ;V"(P.&}#}/}/}-g. 1 :c,nyn=h ~} ; 'wa's incorporated in 19} as a not-for-profit
~

generation and transmission gooperattre - % % PP -; - .- . ., ..
.

,.

(G&T). It is KEPQis responsibility to pro . - .. . .y . ' ' pg,
'

: j 4. .~:
.

cure an adequate and. reliable power supply -
.

_

. . . .
.

, .. . . ._ .. .
.

. for its twenty three distribittion tuttelectric cooperative members'at a -

.
.
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. e. .; :thuoliHim .. M .;1 '
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~

ireasonable cost. KEPCo is govemedby a Board of Trustees representing
- f gDy ..
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- .:..

each.of its twenty-three members which collectively serve more than
' aF ~ E

. . .
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~.
:..'' ' - .. :

- %000 electric: meters in two-thirds of ruraLKansas (see map pages 10-11). .- ' ' (.(M, . f mug@,.j 7,
.
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- ;...<;;.- . ; ; ._. .: ' -
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. .

. .f 3 ' .: 8d=* 8'uA (. , .The EEPCo. Board of Trustees meets regularly'to establish policies and act .|
on issues that often includ.e recommendations from working committees of . W ' .r. m" r O w . .: m..

v.. .

: f.ff 7. n- .. 7 1 [. {;.' . the ik)ard and KEPCo staff. The Board also elects a sereiEperson . .. .

- Executive Cdmmittee which includes the President;yice President. . . J.f.Q:h.:.[janadiiphf.:!... .

.

Secretarv.. Treasurer, and three additional Executive Committee members. V : .W i ~ . . EFJ T:: .'' *
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KEPCois under the jurisdiction of the Kansas Corporation Commiss' ion. . .-

-1KCC) and was granted ailimited certgicate of comenience and
"

.

.;j @ { $ MieAndwiE j!? $y..] . authority in 1980 to act as a G&T public utility.}
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~ g 4ps
. .

In 1995. KEPCo's power supply (resources' consisted of: 70 hlR Kpned -[ h..
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- gen'eration: hydropower purchases of an equivalent 10' MWf Di 1 . . t ~. . ..
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. Southwestem Power Administration, and 14 MW from the Westein Area ' ^ ' - i K
Power. Administration: plus partial requirement power purchases from ' fJj
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N %1995 Summary- ATurningPointWA
'N % A landmark, a milestone, one for the record books, all could be used to characterize 1995

h . for KEPCo. Perhaps the most appropriate description would be...a tuming point.g

\g KEPCo celebrated its twentieth anniversary in 1995 without a lot of fanfare. Except for

a regubr feature in the Aimmahr recalling some significant history, it would be hard to know that KEPCo has

marked two decades of success.

Tor those ci us who have witnessed the evolution of KEPCo, that isn't surprising,'said KEPCo President Iron Eck

during n :iurks at the 1995 Annual Meeting. "Sure, there are plenty of accomplishments we can be proud_ of but -

its kin, of like the farm-there is always something to do and talking about it doesn't get the chores done."

Besidt ; that, given the new competitive environment of the utility business, KEPCo is focused on the future rather

than its history, Nevertheless, a quick look back at 1995 presents several significant events which are

woruq of reflection _

Out ofthe Red
KEPCo has been steadily climbing toward a healthier financial position. This is the sixth year KEPCo has

finished with a positive margin since becoming an operational utility and, for the first time in its history,

KfPCo has recorded positive equity. KEPCo began 1995 with negative equity of $1,433,125 on the books and

ended the year with a record margin of $5,892,753 That margin created positive equity of $4,459,628 and, as a

result, the KEPCo Board of Trustees approved the alk) cation of capital credits to its member cooperatives.

The $5.8 million margin was achieved while KEPCo maintained another year of stable rates to its members. In fact,

KEPCds average wholesale rate has declined by 6.6 percent over the past decade-savings which can be credited

_ y =m == = = to a significant reduction in interest costs and other expenses, re-negotiation

; of power supply c >ntracts, and a leveling of operations and maintenance

expense at the Wolf Creek Generating Station.

In 1995, KEPCo continued its ambitious debt refinancing program and took

advantage of lower interest rates available late in the year. KEPCo rolled over

$20 million in high interest FFB debt in November which will sase more dun

$108,000 a year and approximately $2.5 million over the life of the kuns. The

Ikiard of Trustees also approved parameters to enable continued refinancing
, - ifinterest rates remain favorable.

[gp k
mp q' , 'yQs 4d

, ,

L,jicient Generation a PlusjQ
N, ' ~fdy n, 3 w

4
'

a 4 a.>

g' i The Wolf Creek Generating Sution, a nuclear fueled power plant located near Burlington. Kansa3 supplied -il per-,

k j hhk MS' h cent of KEPCds power supply resources in 1995. The plant marked its tenth year of operation in 1995 by settingpqs N i -

x% a new single year generation record, surpassing its previous best mark set in 1989. That performance also ranked

yM Vialf Creek number one among all American nuclear units in 1995 for total generation kee page 8 for more details).
"

L _ ,ym y J q
J sap; <

, + ,
,'

[7 n [j Thile Vi>lf Creek has a proud history of setting generation records, the plants paramount objective is safeth,

M In November, that dual drive for safe and efficient operation was recognized by the Nuclear Regulatory1 i M [jjD

eM e,, E
e

Commission's Standardized Assessment of Licensee Performance (SALP) report.

', . , , R
7 ,f,4 ]; V1)lf Creek earned a Category I rating in both operations and plant support A Category 2 rating was assigned to

4

4 >
,

+ v q maintenance and engineering. In the last report Wolf Creek had Categorv 2 ratings across the board
-

' *
, : .An -
' ' jj KEPCo also relies on two Power Marketing Administrations (Ph for about 25 percent of its generation resources.

.

,

e j Access to and affordability of these hydmpower alkeations from the Southwestern Power Administration (SWPA)
*

-

,

1 j in Tulsa and the Western Area Power Administration NAPA) in Losebnd. Colorado, were threatened this year by;
'

d a movement in Washington D.C. to privatize gosemment assets. KEPCo worked hard to protect is PMA imest-

1 ]
_ _ - - - - -



_____ _ _ _ _ _ _ ._ __ _ __ -. _ _ _ _ _ __ ._.

:

) . . 4 ; ME. ~F. M .
:

. , ,

; ment (see page 7) and at the end d$ year, the battle appeared to be settled in
.

~ ~~
_

| our favor. However, the war is rn wn .KEPCo fully expects the shots to stan T' I~
a

' ringing again in 1996.
'

- 4 g. .

| EssentialServices , .. ..

! Through their combined resources, KEPCo members suppon a wide range of ser- /
~

j yices such as power quality investigations, rural economic devebpment projeas, g . l
-

marketing and diversification opportunities, power requirement studies, plus rate

design and other regulatory matters.,

; .ifarketing-KEPCo's marketing efforts continue to promote the value of elcaric -
-

7'
-

ity and boost awareness of the elearic cooperative network in Kansas. In its dis-
- 4 hii

' plays, KEPCo features the ground-source heat pump, lifetime electric water WCuc'"bc""Perd"" PP"'1 'he "h"*ed"/s' oc"ri"es h "d""-' J
Leering to staff displays at appearances acnss the state. C.\lS Electric

heaters, efficient elean.c appliances, elearotechnobgy information and some cooperaum employees Keni varis a>ul xc/da nose! ion insted the
of the latest cordless eleariC gadgets. UPCo hmth at the 31 shou in Garden City. .\prd MU. i90ii

; During the year, KEPCo exhibited at five different farm shows, the ten-day Kansas State fair and at thirteen member cooperative Annual Meetings. KEPCo

staff and equipment were also useful in local education and marketing opportunities such as heating and cooling contraaor meetings, home shows and

building seminarsL

|
fronomic Dere!opment-KEPCo's economic development activities focus on projeds and senices which will improve job growth and retain weakh in rural;

I Kansas. KEPCo has been very successful in identifying projeas which are good candidates for Rural Business and Cooperative Devebpment Service (RBCDS)

zero interest bans.

During 1995, KEPCo members secured four RBCDS loans

KEPCo Mendwr Rural Econornic Developruent bringing the total of zero interest economic development

Approved I.oans and Grant Projects funds generated by KEPCo and its member cooperatives to |

$3.13 million. |- .. . . . . m e' im i i

qposamenessomasseer n . i |

j
,
M G, E| One of the most exciting bans this year was apprmed inassaelsenenew 's

u ,

m., m u-sade une ? 6mm * . October to establish a revolving ban fund for a project iden- |
=hy Catsge , tienelchssroomsat i Mrano 'guilrr th

n am m,h a,,o tified by Smoky Hill REC. Initially, the money wd. l fund the.,,=,=u,, i.,, ,,,, ,,,,a a ,,,,y.
.

.
== d 5** =8 a*=d *' *=0 W establishment of a steel fabrication company in Ellswonh.

Then, as money is repaid, it will be credited to an econom-.=-a.a a= 5=w %ea < -5. ima M g' a
'"""""'"""

" ' " " " ' " " ' , ic development ban fund for reinvestment into other local
=m e=mbs t- ) I L emene ; ina*? 9 projeas for Smoky Hill area entrepreneurs..cy wn y ; ac.

. a.m. e : * r*ma J
cm1.. # M" ,mhhhg Sn.m trM . $MM ; DrAN z |p he zero interest bans which KEPCo and its members have

supported are listed in the accompanying table.cr bnei. *. m * P*** ' 4
'

Basj ! name ! M'en= mm. a
Rate design trork-KEPCo also adjusted and refined sever-

.

ees.=,-am . | abnim Smm| i al rate designs during 1995. Early in the year, a new rate
c ,m.N

'

! s

.
option was approved by the KEPCo Board of Trustee 3 and

.

. . . .. .

.# *@@fg * ",,.a'".',',',',,7, * * # 1 the Kansas Corporation Commission (KCC). It was an'
.,,,

option specifically designed to reduce the need to call peak
-

|

:~a c. |
.

. asemeagnpem 3 une g. same c4 me 6y amu .
'

,,

alerts, provide additional flexibihty to meet a more compet-
I

!='h== J ~ '' ~~ ~ *

mernemene.ms %
'

1
s. s. $.e.n s. m @ ,". y[senas.,s,-un ~ famy ,g 4 itive retail market, and come as close to revenue neutral as

t ' ' J ' poss ble for KEPCa
- A *=''h=f . , ,

*- ~ m% ~ ,. e -ss. -? '

forwamenktenumana msh - summeammumm.a p suumj j $== ( Mi ,

n.sa smesmasa,, .m( h= = ==shauto geano , < 'At the end of the }' ear. KEPCo filed with the KCC forc -

M approval of a new economic deselopment rider. KEPCo's==p=r 0m u n e.e w : - * "
.

l[a| $$ gen@mm ? Jmj [ormer economic development rate design was implement-''yke@E.E 4* M sshhg1

s
- a nmrr am.

'ewe == ,=a"'
ed in 1988 and has since been modified seteral times.

j | sum.. However, it was based on coinau peak demand anduum umm-
proved difficuh for pnnpects to understand. KEPCo staff _

'
|

|
_ _ . . _ _ _ . _ _ _ _ _ __ ---_m._ - - - - - , - I



__

and the Ibard's Engineering Committee made several changes to simplify the rate and buiki in

greater incendves. The streamlined version applies to loads which have a demand bf 50 kilowans.
.

or more, meet a load fador of 50 percent or higher, and are new loads as defined in the rider. jfT
-

The work has not stopped there. Eh the Ibard's direction. KEPCo is working - '
..

on other rate incendres designed to increase competitiveness and anract smaller 'l
new loads. In addition. KEPCo member cooperatives have become increasingly , .

- '

aware of opportunities to grow through acquisition of senice territory deemed

less than attractive by investor owned utilities in Kansas. The 10Us may : ['/1'

not admit it publicly, but significant reductions in rural crews and manpower

demonstrates their lack of interest in providing adequate and timely senice to these areas.

Eventually, such decisions will create consumer unrest and force a decision to restore adequate ser-

vice, or ideally, to divest the territory.
'

A Competitive Future !| -

While it's more of a trend than an event |KEPCo_is focused on the new environment in the utility

industry. After two decades where forcEsEthe utility iriciiis07 required building, growing and
adjusting to increased regulation, KEPCo and the rest of the utility industry now face a shift to a

leaner, more aggressive and less regulated emironment.

Whether Kansas sees full-scale deregulation or retail wheeling very soon is being debated in pri-

vate and public policy arenas acros the state. At this point, nearly everyone agrees that there is

time to study the potential impact of retail wheeling. Meanwhile, the anticipation alone is bringing

about change and increased efficiency. Fach and every electric utility is examining itsj

bottom line, developing ways to do the work more efficiently and distinguish themselves, through\
rates and/or senices, from potential competitors.

In order to address these and other challenges, KEPCo is part of an established network of i
affiliated organizations in Kansas and across the nation. All are committed to the same essential

goals cf quality senice and excellence in operations. KEPCo values the work of KEC, its

statewide association, along with NRECA, CFC, RUS and trade groups like the Southwestem 9
Power Resources Association, Loveland Area Customer Group, and the Western Power

Producers. In addition, KEPCo has begun a dialogue with other G&T Cooperatives in the

region to determine if there is value in establishing alliances of technological and professional

resources.

KEPCo and its member cooperatives are working on these and other opportunities to mold the

future in our favor. KEPCo believes that challenging times should be viewed as opportunities

which may never come again-and that the rural electric program is uniquely poised to take

advantage of such opportunities.

v

h

b

-.

.

O

y ;y ,/,rjj
.,

: y
,# ; -

ij
'

:
,

-
- ,y . , .

- ,[(,
, y

6 q,

[
,

3



_ _ _ _ _ _ _ _ _ _ _ ______.____,_-_.___

-
e p _

'

y.

| | n % B httle: .
,.

[ [KEPCo" spent a good part of the fear workhpo protea its investment in the Federal Pcwer Marketing Administrations (PMAs)[
+"

>

'
- and;in turn, its preference power allocation?

M]The Pali battid lines were drawn'eady (rt the year when a new Congress b'gan nork to fulfdl its pledge to cut the Size and ie !>4

scope of the federal gostmmentnombine that with a call for new money to balance the budget and the federal power marc <
.

<

: keting administrations ie.re cleady in Capitol Hilfs cross hairs.J
' ' ' ",

%.

> - .-
.

.. <

P Wmm the beginning, KEPCo' participated in the cmrdinated : #weegd@,t
-

.

47 9 m,/* -

*.% iefforts of hydropower customer groups'such as the a
#

# $ d"@ 0N e d h G % *. f y:* iSouthwestem Power Resources Association to educate the f I *C %" g h -
f { Congress'and the Adm'nistration about the history and the ! 3 j.* ~"

value of the P3LO KEPCo also contaaed each member of d L
s

4

k Lthe Kansas' Congressional delegation ~and worked with thed
-

.h*^
-

U ; Kansas Electric Cooperatives (KEC) to have a letter of oppo. ' . . . ww -'
-

*ed by representatives of each electric cooperative - -

'

_ ,

I
9This issue'comes up almost every year'and we have always i g [ .. -

' : been able to explain the history of preference power and'

~

how the PMAs benefit both the customers and the fedc~al . -. .

.
. ,,

-

government However, this year it was a new pitch.
~

'

*
a1~

: President Clinton called for a sale of the PMAs in his 1995 0 e
-

-

'
.

: budget | message; Add to that mix the drive by a new
'

.

.
.

Congress to privatize government funcions and we ivere ..

conCemed that the PMAs would be victimized by a cam: renkiller 1+rry 1Ae in oasum. <mimms 6 a firieral hydro pmpri
(paign promise rather than a rational and prudent decision," whwh #*ha es Pa>/erem e ler li>r N> mem/='r W="r'!"*

'

. said Bruce Graham, KEPCo Corporate Re ations Cmrdinator;**

/ Some'of the key points KEPCo makes in its PMA calls' include: :
'

'
,

"PMA customers agreed to repay the cost of the elecinc production facilities and a portion of the common dam costs in'retumi
"

for the generation resource. As a result of that large imesuaent, PMA customers purchased the power in the eady years at a . T
| rate that was higher than the market because they cWd foresee the long-tenn potential Over the years, the investment has .

'

begun to' return a benefit with the power cunently being one of the lower cost resources available4,

~

-Reforming the repayment methods, accelerated principal ppuent or increasing the interest rate, parallels a bank unilaterally.

changing the terms of a mortgage when the lender needs andi.ional funds.
.. . .

" Proposals to sell the PMAs are not the same as cutting the budget. A sale would simply be a reckless accounting of the value-

iof this electric resource, bringing in a one-time payment to the Treasury in order to bmst the current budget. A sale now

would revoke an excellent financial arrangement and investment at a time when the PMA customers and the U.S. Govemment

L are both beginning to realize the expeaed long-term benefits.

~ As the effort proceeded during the ' fear, KEPCo succeeded in communicating its message to moo of the Kansas delegation.

While firmly opposed to liquidating Oe PMA assets, KEPCo noted that if there has to be a sat, that it be to the customers
,

t. rather than in the form of an auaion.s

7
'Elearic cooperatives are non-profit utilities, owned and operated by our customers, an; do not have the resources to prevail~

?. in a bidding war. A sale to the highest bidder would be destruaive and would guarantee higher electric rates to all elearic
7 ; consumers, not only rural and municipal consumers / said KEPCo in a delegation letter. KEPCo also pointed out repeatedly

F | that a sale to the highest bidder will be nothing more than a back-door tax increase on elearic consumers, including 100 cus-

,
tomers.

;-

-In September, the House Resources Committee called for the sale of the Southeastem Power Administration (SEPA) and all

related assets such as water rights, land. and recreational control The prospea of such control by a private company
'

incensed southem voters so much that it became politically irnpossible to pass such a provision. At the end ofik calendar
.

year, the sale language had been abandoned. However, it is anticipated that the drive to balance the federal budget along,

c with upcoming elections which may change the face of this country's political leadership. could intensify the campaign to pri- -

: vatize the PMAs. Furthermore, as the electric utility industry becomes more and more competitive, the IOUs will continue ,

their call for all or part of the hydro generation.

No matter what happens, this is an issue which KEPCo has demonstrated leadership and foresight and will work to protect its

investment in such an important power supply resource. 7
-

.

, , ~ - , - - - , , , - - - , - - - - . . , , - - ,- ~
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W ,%Wol Creek~

.

N
Ns The Wolf Creek Generating Station is owned by KEPCo and two investor-

x '% owned utilities. KEPCo owns six percent, Kansas City Power and Light
N ~ (KCP&O owns 47 percent, and Western Resources, Topeka also owns 47

f N xrcent. Norma! operations of the plant are managed by the Wolf Creek

NNuc ear Operating Corporation (WCN00 and KEPCo has representatives on all
management committees. Gary Dockham represents KEPCo on the WCNOC Board of

Direaors. Mr. Dockham and Harold liaun serve on the Owners Committee. Mr. Ilaun also
chaired the Employee Benefits and Retirement Committee and serves on the legal and

Insurance Committee. Rick Tyler accounts for KEPCo's representation on the Finance and Audit

Committee and Bruce Graham works with the Communications Committee.
.

As mentioned on page 4, Wolf Creek produced more electricity than any other nuclear unit in

the United States during 1995. The plant finished the year with a 98.7 percent capacity faaor
and was on-line for all but six days in 1995.

Such outstanding operation is not unusual

for the Wolf Creek Generating Station

which celebrated its tenth anniversary of

commercial operation on September 3.

P 1995. During the past decade, the plant
has earned recognition as one of the,,.

a nation's best. In its first year of operation.J I,' b Wolf Creek set a record for electricityW production by a commercial nuclear unit
- -

*
during an initial year. In 1989, the plant

'

produced more electricity than any other

single generating unit in the U.S. and was

fifth in the world for total electricity pro-
duaion among nuclear units. Even more

impressive, the 1989 marks were
&& M achieved at the lowest operating cost ofo

[j Mg{ any nuclear unit in the nation.
w; hwy

s. % +V ^ During 1991, Wolf Creek set a world

r <p . 4 ^ @ 4 y ytt a record for continuous generation - 487*&g$ " ed4 ,i days - a mark which has since been broken. In 1991 Wolf Creek was the second lowest cost4

Q , @ h@$$[%Q f
gW .a W M electricity producer among U.S. nuclear units. It was also the year which workers put in morefd $ than 10 million employee hours without a lost time accident.

i9
mZ '

w,np p,

' ,T Wolf Creek finished 1994 with the lowest fuel costs of any nuclear plant in the nation, a, , . .vy y, M' regularly eamed distinaion. In add: tion, Vblf Creek has the lowest operating costs (excluding,

%, gg| > + ' ' ggy J fueD of any nuclear unit in the nation over the past five year period.
-

,y , y 44
+

w@< , ,' eu w : 1 Fishing Fever At WolfCreek
.

'

-
#
b @a Wolf Creek and the owner utilities worked throughout 1995 on their pledge to open the plant's

&y(;qgA. .ap '_ s[,yg}[y 9}q
e v,

[y cooling lake for public fishing.
'

.

$ 1% _ d M*b y y 9 The plans were announced at a Kansas Department of Wildlife & Parks Commission meeting by
", Q@ , , ' Mf,g State Representative Doug lawrence of Burlington.

"'

& wi ,- ,

'JW[p% d ') ? @Q Tany people have worked hard to make the lake opening a possibility,' Rep. Lawrence said at%I
L - M . ; 33 a January 1995 meeting in Topeka. "This projea requires cooperation among officials from the^b 5 4 :Q | j state of Kansas, Coffey County, Wolf Creek Nuclear Operating Corporation, and Wolf Creek's

4 j**f $[ ;
owner companies. Today's announcement is a credit to all those who have put a

] 7gg ,' gyp
q

M/ g tremendous amount of time and energy into bringing this projea one step closer to reality."
'

w', s' % 1<

gg ; , + 4 <"b< ;j -
'

! +

s

y , a
,.q. ..,,,.,.,-.,,.~u ..m ..-,...a,,_, = .. . g
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During the year, preparations began for construaion of public facilities such / y,
as an access road, boat ramps, parking, and rest rooms. Both Giffey County [,/qand the Kansas Department of Wildlife & Parks were involved in construction c

. projeas and state participation in the project required legisbthe approval to / /
/address funding requirements and liability concerns. shg

Both were accomplished during the 1995 session of the Kansas legislature. -

la ceremonies Thursday, May 18, at Wolf Creek's Eisenhower I. earning Center, Govemor Bill
*

Graves signed the omnibus appropriations bill (llouse Sub. for SB 385) which included

5600,000 to pay for the state's ponion of

opening the Wolf Creek 12ke for public
,

fishing. The 5600,000 was to be reim- -

bursed to the state from a federal excise %,
,

^^
tax charged on fishing and hunting equip- o.,-

ment purchased within the United States. -f.

%[%
After the bill signing, the Governor and his
wife, Linda, toured the control romn simu- J^

bror and viewed the eagles nested at the $' 7
cooling bke.

Wolf Creek is planning to allow fishing

from boats and designated shoreline areas.
* '

The 5,090 acre lake will be managed to

support the generation of electricity and

irovide recreational fishing opportunities

'or the foreseeable future. The waters have

been stocked since 1982 with many

species of fish including striper, wiper,

large and small mouth bass, crappic' Wall,
oficials imolved in the efort to open theplant's cooling lake to public
fsbing gathmd amund knw Gon>rnor Bill Gram at Wolf Cmk's

eye, and catfish. Eisenhouer Learning Centerfor a ceremonial signing of the cppropria-
tions bill which enabled ucrk toproceed, From lep to right: Dan Ilaines

Several members of the sports media such as and Warren Wood, Wolf Creek Nuclear operating Corp. (WCNOC);
ESPN's Jimmy Houston and local sportsman LeonardJimk, Kansas Lhpartment of Wildlife arui Parks; Gene Merry,
Harold Ensley have been pennitted to fish and e$n Gung Gmmunen Jon maling agey auny Economic :

" # #' # "8 I" " "## /#"'##"8'"i""##"" ^

film at the bke. Traditionally, such programs M#ToYcw ;

require long lead times for broadcast and the j'
producers have pledged to deby airing the %c p q

WS ,shows until an official opening date is established.

/m|h Qm afd ;j

9' ef C (Q. f ;;gg ; w
A sm . . -

3 (~w.Y, e,Wi*; >

.?%My1!Fishing access will be provided on a limited basis by reservation. For more information on yt
aim M RjdWi%d xi ?
Mg- Q 'q'y2 7 ghy[p@g_~f y

the bke opening and reservations, send a self addressed, stamped envelope to: Fishing, P.O.

sh q? !Box 206, Burlington, Kansas 66839. Information will be sent out as it becomes available.
p.y y
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x.. &m, A Trustee Representatives) Alternate 1
a i~

of,i ;yr x_kh gy
. m

.'' 1. Ark Valley Electric Cooperative Assn., Inc., IIutchinson;

g d' j Trustee Rep. - Dale O. Evans
y 9 Altentate Tntstee-Ikilxw E. Tyler Afanager-Ikibert E. lyler

; ~

il Duk,0.BrumC, t

w ,

;/ 2. Ilrown-Atchison Electric Cooperative, Assn., Inc., IIorton
- - d Tnistee Rep. - Dale Bodenhausen |

,

19 ~ ,jnnka.a.a Allentate Trustee-Harold D. Fohy . Afanager- Rodney V. Genies
'

,

.. , ,- 3,
_

3. Butler Rural Electric Cooperative Assn., Inc., El Dorado,f
11 Trustee Rep. - Kenneth Pike '

| r Alternate Tnistee-Richard Turner Atanager- ErnestJ. Barber

~

'$ 4. Cancy valley Electric Cooperative Assn., Inc., Cedar Vale3wg
Trustee Rep. - DeWayne C. Barnett

, f Alternate Tntstee- Daeid Vince 31anager- David Vince
1

d E
Q 4DewayneC.narnemi 0 5. Caw Rural Electric Cooperative Assn., Inc., Clay Center 2

f|h 1 Alternate Trustee- Robert Ohkle Afanager- KennethJ. 31aginley |
t|g - yy \

'

b. CMS Electric Cooperative, Inc., MeadeCg S
Trustee Rep. - Kirk A. Thornpson,,

1 Alternate Tntstee- Cli[jord Friesen Afanager- Kirk A. Thompson

. 7. DS&O Rural Electric Cooperative Assn., Inc., Solornon
'

7 j Trustee Rep. - Nadine Griffin

Yg[Q wD; iKirkLnompson d Altentate Tntstee-Jeny Rumixingh ' Afanager-Jerry Rumbaugh..

. %: :
)1 8. Flint IIllis Rural Electric Cooperative Assn., Inc., Council GroveD

{a
uy

d Trustee Rep. - Robert E. Reece,
'

s Alternate Trustee- Gus Hamm 31anager- Robert E. Feecea,.

q

19NamaecrunnD 9.Jewell-Mitchell Cooperative Electric Co., Inc., Mankato
,

Tntstee Rep. - Leon Eck
Altentate Tntstee-Jim Gouldie 3Ianager-Jim Gouldie\ s

.

.

snobertL Recce: 1 10. teavenworth.Jerrerson Electric Cooperative, Inc., McImuth,

'i Trustee Rep. - Robert Smith,Jr.
1 Alternate Tntstee- Shane L larson,

% 3fanager- Shane L lanon
9

11. Lyon Correy Electric Cooperative, M ""'" ' " * ' '"2 "''" E 8* :
i

% M h *@* ", MInc., Burlington
'

. Trustee Rep. - R.D. Speece **=g
%'' ," .

Alternate Tntstee- Kenneth Hansell -
''

c

10 Robert Smith,Jr. Afanager- fairy X Scott M W I n== |W Lam L

e ..

12. NCK Electric Cooperative, Inc., % .a =

[%
f **** * y: - Jmi

Helleville ,,,,,, u o"

,
'

Trustee Rep. - Melroy Kopsa 4 9 -( ~ w,-
,ua,y Alternate Tntstee- DouglasJ.Jachon p C_

]Ianager- DouglasJ.Jacbon n, |_ ,,, _

q 12 Melroy Kopsa [" * **"""

^10

-
_ - - _ -
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~ #
g qt
[. ,

p w
13. Ninnescah Rural Electric Cooperative, Inc., Pratt k

Trustee Rep. - C. Frederic Moore [,'.
Alternate Tntstee- \GdkerPanis Alanager- MdkerPanis -

14. Norton-Decatur Cooperative Electric Co., Inc., Norton h <

Trustee Rep. - Allan J. Miller !j f ? i_
Ahernate Tntstee- Cinissie Drommer ' 31anager- Allan).3 filler ( _3m; Q

15. PRaw Electric Cooperative Assn., Inc., Wamego T o

Trustee Rep. - Kenneth J. Maginley k? }.
-

Alternate Tntstee- Delheit Eichman Afanager- KennethJ. Alaginky y ,

v 9 4 ,.
16. Radiant Electric Cooperative, Inc., Fredonia i .15Eennespasinley

Trustee Rep. - Dennis Duft [ /
Alternate Tntstee- Charks Thomas Co-3fanagers - Leah Tindle & Dennis Dup p

'

n :

17. sedgwick County Electric Cooperative Assn., Inc., Cheney k;16DennhlWt :
Trustee Rep. - David Reichenberger i
Ahernate Tntstee- Alan L Henning Alanager- Alan L. Henn;ng {

4

18. sekan Electric Cooperative Assn., Inc., Girard '

p -

Trustee Rep. -Jack Wilkinson [
Alternate Tntstee- Dale Oxnnes Afanager- Dale Coomes ; ; 17I*ML L v

v <
,

19. smoky Intil Eiectric Cooperative Assn., Inc., Ellsworth b g
Trustee Rep. - Donald R. Minard

i :18J kwahuon : ID iAlternate Trustee- Dale Rinboki Afanager-DonaldR. Afinard * '
;

E
20. sumner-Cowley Electric Cooperative, Inc., Wellington [

..

s

Trustee Rep. - Max Kolarik 4*

Ahernate Tnistee- KendallBeck Slanager-KendallBeck -

[ ? :hDonau n.Minanil
21. Twin Valley Electric Cooperative, Inc., Altamont L "'

* #Trustee Rep. - Donald E. IIellwig
Alternate Trustee- 3/erle blodesitt blanager- DonakiE. Hellaig x *

""
22. united Electric Cooperative, Inc., Iola 9

Trustee Rep. - Dennis Peckman
"MAllentate Tntstee- Dale Oxums Afanager- Dale Comnes '

.

23. Victory Electric Cooperative4 %. ,,,,,
-. - 21 DonaW E.Heuwig,

4 QJ Assn., Inc., Dodge City
7 S;f' ,e Trustee Rep. - Marvin IIamptonY cm, |\q Ahernate Tntstee-John Durler Q

,

^

[ ''";.g) -,p -
' Alanager-Jack Gdgin 22 Dennh Peckman a

q a mm-

I D ). " '

s- -

-]-
eues .-

,.,j ~. _

9 -""" 1 - Leon Eck - President
p. - """ ~ ' * " Kenneth Maginley - Vice President

J- Kirk Thompson - Secretary,
~

, . m,, 2nimm napn~ "" '"*" David Reichenberger - Treasurer
' O @ Dale Evans'y ,
Ia Robert Reece= u -

"- '""

6c, g. C R.D. Specce
> a v.
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! &< %hskalisas Ilec ' l'olrer ( ooperallt e, IIIc.,

$i .
-

' '

Balance Sheels December 31,1995 and 1994 ~

ASSETS 1995 1994 !
UrluTY PIANT-

|4

{ Electric plant in senice $201,952,238 $202,715,378

Less allowances for depreciation 29.902.719 27.34(18J7
,

. Net utility plant 172,049,519 175,368,597

Construction work in process 968,568 686,013,

{ Nuclear fuel, less accumulated amortization of $11,375,624

and $9,453,697 at December 31,1995 and 1994,

j respectively 6 397.379 5.091.R47

: Total utility plant 179,615,466 181,146,457
)

| RESTRICTED ASSETS:

1 Investments in associated organizations 2,756,311 2,763,977

Ik>nd fund reserve 3,930,341 3,928,086

Decommissioning fund assets 2.452.805 2.017.869

Total restricted usets 9,139,457 8,739,932;

!

| CURRENT ASSETS:

Cash and cash equivalents 11,219,395 9,803,038

Short-term investments 3,816,550 1,018,451

| Accounts receivable from members 6,084,087 5,798,921

Materials and supplies inventory 2.211,039 2,178,960

i Other assets and prepaid expenses 556.672 589.621

,

Total current assets 23,887,743 19,388,991

OTilER LONG-TERM ASSETS:

Deferred charges, less accumulated amortization
,

of $5,134,914 and $4,368,744 at December 31,1995 and'

1994, respectively 23,661,120 24,455,349

Deferred incremental outage costs 328,712 1,681,(>44,

! Unamortized debt issue costs 4,106,353 2,023,720

Wolf Creek Nuclear Operating Corp. investments, at cost 2,392,102 1,997,168

Other investments
~

1.454.740

Total other long-term assets 31.943.027 30.157.881

TOTAL ASSETS $_244.585.693 $_239.433,261

See notes tofinancialstatements.
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|,ss[ kansas Electric Potrer Cooperative, hic.
'

i Balance Sheets December 31,1995 and 1994'

k,> -

.-

CAPITAUZATION AND UABIUTIES 1995 1994
CAPITAll7ATION:

Patronage capital (deficith

Memberships 5 2,900 $ 2,900

Unrealized gain on investments 230,670

Patronage capital allocated (deficit-unalkrated) 4.459.628 (1.4R125)

Total patronage capital (deficit) 4,693,198 (1,430,225)

long-term debt, less current portion:

Federal Financing Ilank 122,535,773 124,130,436

Cooperative Finance Corporation 58,391,787 59,287,978

Pollution Control Revenue llonds 30.100R0 39.900.000

Total long-term debt 220.027.560 22U18.414

Total capitalization 224,720,758 221,888,189

IIAlllllTIES:
Current liabilities:

Accounts payable 4,246,658 3,931,834

Payroll and payroll related Eabilities 60,391 68,896

Accrued property taxes 1,548,159 1,569,274

Accrued interest payable 2,695,632 3,081,302

Arbitrage rebate payable 719300 631,161

Current portion of long-term debt ; 3 % 677 U00.930

Total current liabilities 14,665,817 13,076,397

Other liabilities:

Decommissioning liability 2,425,805 2,047,869

h!f Creek Nuclear Operating Corp. liabilities 2.746313 2.420.806

Total other liabilities 5,199,118 4,468,675

C0%BlID1ENTS AND CONTINGENCIES ;
.

|

!
|

TOTAL CAPITAllZATION AND IJAlllllTII3 12R58.5493 $239 & 261

See notes tofinancialstatements.

13
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.

<$ httilSils Ilectric Poll'er C00pertilit e, filC.;' $ Stateinents of Operations and Changes in Patronage Capital (Deficit).

3 - Years Ended December 31,1995 and 1994 -

1995 1994
OPERATING REVENUE: .

Member $72,398,625 571,519,705

Nonmember 57''.581 565.938

Total operating revenue 72,976,206 72,085,643

OPERATING ENFENSES:

Power purchased 31,003,099 31,853,553

Nuclear fuel 2,561,645 2,019,375

Nuclear plant operations 3,279,955 3,426,665

Nuclear plant maintenance 1,816,390 1,777,780

Nuclear plant administrative and general 5,321,997 5,450,718

Administrative and general 2,420,522 2,371,668

Amortization of deferred charges 766,170 709,831

Depreciation 4.224.012 4.878.270

Total operating expenses 51 392.790 51.487.860

Operating margin 21,583,416 20,597,783

INTEREST AND OTIIER

NONOPEILmNG INCOME 1.227.684 792.072

Income before interest expense 22,811,100 21,389,855

INTEREST EXPENSE ON

IDNG TERM DEHT 16.918317 16 875.773

Net margin 5,892,753 4,514,082

.

PATRONAGE CAPITAL

(DEFICIT-UNA110CATED),
"

BEGINNING OF YEAR (1.433.125) (6.9R207)

PATRONAGE CAPITEA110CATED

(DEFICIT-UNA110CATED), END OF YEAR $4.459.628 $(1.433.12;)

See tintes toflriasicial staterrwrits.

14.
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), lutuscis Ilectric Potrer Coopentlire. lin.
. % * Statement of Cash Flows Years Ended December 31,1995 and 1994
L. -

1995 1994
CASII FLOWS FRO)1 OPERATIONS:
Cash received from member sales 5 72,315,163 5 71,824,160

Cash received from nonmember sales 617,383 597,638.

Cash paid for purchased power (30,321,711) (32,110,186)

Cash paid for Wolf Creek operations (6.745,283) (8,836,919)
*

Cash paid for KEPCo operations (2,363,555) (2,318,719)

Interest paid (17,202,258) (16,899,177)

Property taxes paid (3,131,294) (2,991,557)

Interest received 1,253,101 962,008

Cash paid to decommissioning trust (266.330) (266,336)

Miscellaneous cash received 214.946

Net cash from operations 1i 155.216 10.17; 868
.

CASIl FLOWS FROM LNVESTING

ACTIVITIES:

Nuclear fuel purchases (3,427,459) (2,545,968)

Plant additions (1,187,072) (1,698,981)

Wolf Creek Nuclear Operating Corp. investments (236,324) (222.005)

Purchases of short-term investments (2,567,429) (1,018,451)

Purchases of other investments (1,454,740)

Increase (decrease) in investments in associated organizations 4 66 (92309)

Net cash used by investing activities _(8.86;3;si (;3n.914)

CASI! FLOWS FROM FINANCING ACTIVITIES:

Repayment of long-term debt (3,820,150) (3,596,862)

Penalties paid for repricing

long-term debt (2,187,394) (966 034)

Financed penalties for repricing

long-term debt 2.134.04;

Net cash used by financing activities as7430D (4 362.896).

i
INCREASE IN CASil AND

,

CASil EQl'lVALENTS 1,416,357 35.058

CASil AND CASII EQI1VALENTS,

BEGINNING OF YEAR 9.804.048 9. 67.980

CASIl AND CASII EQL'IVAlf.NTS,

END OF YEAR $11,219.395 $9.803,038

(Continued)
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$$ luonas llectric /!otrer ( oopernliz c. Inc.

'

$latement of Cash Flows Years Ended December 31,1995 and 1994

1995 1994
RECONCILIATION OF NET INCO.\lE

TO NET CASil PROVIDED BY

OPERA 11NG ACTIVITIES:

Net margin $ 5.892.7;4 5 4.614.082
.

Adjustments to reconcile net margin to net cash
from operating activities:

Depreciation 4,223.012 3,878.270

Amortization of nuclear fuel 1,921,927 1,453,045

Amortization of deferred charges 766,170 709,831

Amortization of deferred incremental outage costs 1,352,942 1,383,601

Amortization of bond issue costs 101,761 105,114

Accretion of discount / amortization of premium (2,255) (2.255)
%

Loss on sales of assets 583 15,760

Decrease in restricted cash and cash equivalents 214,956

(Increase) in Wolf Creek Nuclear Operating Corp. investments (158,610) (147,309)

(Increase) in decommissioning fund assets (401936) (333,604)

Increase in decommissioning liability 401,936 333,604

(Increase) decrease in deferred charges 28.059 (21,387)

(Increase) in deferred incremental outage expense (2,045,580)

Increase in arbitrage payable 88.139 184,923

Increase in \\blf Creek Nuclear Operating Corp. liabilities 325,507 278,719

Net thange in current assets and liabilities:

Accounts receivable from members (285,166) 51,811

.\laterials and supplies inventory (32.079) (23,241)

Other assets and prepaid expenses 32,949 (114,579)

Accounts payable 314,824 (310,733)

Payroll and payroll related liabilities (8,505) 5,372

Accrued property taxes (21.115) 173,984

Accrued interest payable (388Fm (128 519) .

.

Total adjustments 8.262.463 5.661.786

Total cash from operations $14.155.216 $10.175.868

ke notes tofinancialstatements. (Conduded)
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-

tion to the DOE for the future disposal service. These disposal msts are charged toi < h,e s / 0 [!l/t///t ud \/II/Ull/CH/ % nuclear ruel expense.3

i
; . Inrestments in .4ssociated Organizations - Investtrants in associated organiza-

tions are carried at cost and condst principally of patronage capital cenificates, cap-

ital term certificates and subordmated temt certificates of the National Rural Utihties,

| 1. NATURE Of OPERAT10XS Cmperative Finance Corp. (CFO.

! Kansas Electric Power Cooperathe, Inc. (KEPCo), headquanered in Topeka, Kansas, Casb Equiralents - All highly liquid invetments purchased with an original matu-

| was incorporated in 1975 as a not-for-profa generation and transmission cooperative rity of three months or less are considered to be cash eqwvalents and are stated at

(G&T). It is KEPCds responsibility to procure an adequate and reliable power sup- cost which approximates market.

ply for its 23 distribution rural electric cooperative %rs pursuant to all require- sbowerm und otherInrestments -Investments in equity securities are classified
ments power supply contracts. KEPCo is governed by a Nard of Trustees represent- .a available-for-sale in accordance with SFAS No.115, based on KEPCos intendal

'

! ing each of its 23 members, which colleajvely serve tmre tan 95 000 eleanc cus- use of such securities. Equity securities are carried at fair value based on quoted
tomers in two thirds of rural Kansas. KEPCo is under the iuriCctan of the Kansas market prices for those or similar saurities. with the unrealized gain 1oss includal
Corporation Commission (KCC) and was granted a hmited certiticn of convemence as a sepaiate component of capitalization. Investments in debt securities are classi.

-

and authority in 1980 to act as a G&T public utility, fled as held-to-maturity in accordance with 5FAS No.115, based on KEPCo's posi-

tive intent to hold such secunties to matunty and its abihty to do so. Debt securi-

| 2. DEPARERES FR031 CENERAlHACCEPTED ties are carried at amortized cost. In the balance sheet, investments with an origi-

| ACCOUXTING PRIXClPLES nal maturity greater than 'hree months and a remaming maturity less than one year j

! Effedive February 1,198', the KCC issued an order to KEPCo requiring the use of are presented as current assets, and investments with a remaining maturity greater |

present wonh (sinking fund) depreciation and amortization. As more fully desenbed
than one year are presented as long-term other investments. )

in Notes 4 and 8 such deprecianon and amorttzation praaices constitute phase-in Jfaterials and 5mppues Iwenirny Materials and supplies inventory for the Wolf

i
plans which do not meet the requirements of 5tatement of financial Accountmg Creek Generating Station (Wolf Creek) is stated at cost detennmed by the aserage

| 5tandards (SFAS) No. 92. Accountmgfor Phase-In Plans. The effect of these depar- cost method.

|
tures on the financial statements is as follows: raamorthed Ikbt hsue costs Unamortized debt issue costs related to the

overstated (Understami) 1995 1994 issuance of the floating' fixed rate pollution control resenue bonds, mongage notesn

payable to the CFC and fees for repricing debt are bemg amortized using the inter-

i Net u'ihty plant $35,948,946 532,971,498 est method over the remaining life of the bonds.

|
Deferred charges 4.83|.201 4,413.315 Ekcommissioning fund Assels ikcommissioning Liability As of December

j Patronage apital (40,780,14D (37,384,813)
31,1995 and 1994,52,425M5 and $2,047,869, respecively, has been collected and

1 Net margin (1395,330 (3,950,186)
s being retained in an interest-beanng trust fund to be used for the physical decom-

,

| missionmg of Wolf Creek. The decommissioning fuads have been in ested by the

3. SU.113fARY OF SIGXIflCAXT ACCOUNTlXG P011CIES trustee primarily in U.S. government and agency obligations and llomestead mutu-
;

Estimates The prepantion of financial statements in conformity with generally al funds, which are carried at cost. During 1989, the KCC extended the estimated

accepted accounting principles requires management to make estimates and assump- useful life of Wolf Creek to 40 years from the original estimate of 30 years only for j
tions that affea the reported amounts of assets and liabilities and dischmure of con- the determination of decommissioning costs. Additkanally, on Octdcr 14,1994, the

tingent assets and liabihues at the date of the financial statements and the reponed KCC approved a 1993 Wolf Creek Decommissioning Cost 5tudy which increased the

amounts of revenues and expenses during the reponing period. Actual results could estimate of total decommissioning costs to 5370 million in 1993 dollars. KffCo is

differ from those estimates, respmsible for a 6% share of the demmmissioning costs for Wolf Creek.
Mana;ement expeas such increases in cost to be recovered through the ratemaking'

System of Accounts - KEPCo maintains its accounting records substantially in accor-
puen anent p@ h hunmang u bg ud aM

dance with the Rural Utihties Service (RUS) Uniform System of Accounts and in accor-
C '" P"' N " # # # I'##

dance with accounting practices prescribed by the KCC.
KEPCds provision for decommissioning totaled $266,336 in 1995 and 1994, resp e

rtility Plauf andIkpreciation Utility plant is stated at cost. De costs of repairs #'b
I and minor replacements are charged to operating expense as appropriate. Costs of

renewals and betterments are capitalized. The original cost of utihty plant retired and can surrender ndue of ufe insurance contracts ne folkwing amounts'

the cost of removal, less salvage, are charged to accumulated depreciation. related n Wolf Creek Nuclear Operating Corporation (WCNOC corporate-owned

| Through January 31,1987, the provision for depreciation for electric plant in service life insui.act contracts, primarily with one highly-rated major insurance anpany,

!.
was computed on the straight line method at a 344% annual composite rate. Effective are recorded on the balance shecs in WCNOC investments:

February 1,1987, in accordance with an order issed by the KCC, the provision for 1995 1994
,

depreciation is computed or. a present worth (sinking fund) method which provides
Cash surrender value of contraas 51.732,363 $ 1.501(41

for increasing annual provisions over 27.736 years. The composite rates for the years Borrowings against contacts W W
ended December 31,1995 at d 1994 were 2.2% and 203% respectively. Pursuant to Set $137m6 61.145.054

; *

{ a KCC rate order dated March 27,1992, beginning January 1,1992, all additions, bet- income Taxes As a tax exempt cooperative, KEPCo is exempt from incon.e taxes
1 terments and improvements are depreciated over the remaining lift of the plant. The under Seaion 501(c)(12) of the Intemal Revenue Crxle of 1986. as amended. It is

| provision for depreciation, computed on a straight-hne basis, of other components of management's opinion that KEPCo has met the requirements of this sect on and will

utihty plant are as followt continue to do so for the foreseeable future. Accordingly, provisions for income

Transponation and equipment 25 to 33% taxes have not been reflected in the accompanying financial statements.

Office furniture and fixtures 10 to 20% Rates The KCC has authority to establish KEPCo's electric rates to meet the times;

) 1.easehold improvements 2% interest earned ratio and debt service coverage set forth by the RUS.

Transmission equ:pment 1%
KEPCo beheves it is probable that future rates, as established by the KCC, will allow

; Suclear fuel The cost of nuclear fuel in process of refinement, conversion, enrich- the recovery of deferred charges hee Note 81 If subsequent recovery is tot yr-
' ment and fabrication is reuirded as an asset at original cost and is amortized to mitted, the unrecovered deferred balances would he charged to expense at that time.

nuclear fuel expense based upon the quantity of heat produced for the generation of Reresses Revenues inim the sale of clearicity are recorded based on billings to
clearic power The pennanent dnpasal of spent fuel is the responsibihty of the

customers and on contracts and scheduled power usages, as appropriate.
j Depanment of Energy (DOE). KEPCo pays one mill per net kWh of nuclear genera- p
i

l
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: Reclass(fications KEPCo has redassified the presentation of certain pnor year exem;x unicipal seMiies, pumam m 6e nsriaims d be indemum agmemeg

informatirm to conform with the current presentation.- which are carried at cost. -

5 WOLFCREEK GENERATINGSTATION 7 INTESTMEh7S IN ASSOCIATED ORGANIZ.ATIONS

KEPCo owns 6% of Wolf Creek near Burlington, Kansas. The remainder is owned by At Decender 31,1995 and 1(#d Ovestments in associated organizations consisted ofj
: the Kansas City Power & l.ight Company (KCP!r 4%) ard Kansas Gas & Elearic Ih'I II *i"8; '
- Company (KGE i 47% KGE is a whcAly owned subsidiary of Western Resources, 1995 ~1*94

'

;

incc Suletantiauy all of KEPCds utility plant consists of its share of Wolf Creek. CFC:
;

KEPCo is entided to a proportionate share of the capacity and energy from Wolf Membership $ , 1,000 $- 1,000 ' ;

- Creeh which is used to supply a ponion of KEPCo's members' requirements. KEPCo Capital term ceruficates 395,970 395,970, i
'

is billed for 6% of the operations, maintenance, administrative and geneal costs and Sulxrdinated term cenificates 2.205,0N) ' 2.205,000 )
*

|- cost of plant additions related to Wolf Creek. All operations are accounted for in the Patronage rapital certificates 38,652 47,746 j
I same manner as would be a wholly owned facility Other 115.689 . 114.261
!

$2.756311 $2.761977 *
| The KCC dedared Wolf Creek conunercially operable on Sept. 3,1965. KEPCo's total

i
investment indudes interest and administrative costs during construaion. '

8, DEEERRED CHARGES
- Effective February 1,1987, the KCC issued an order to KEPCo to utilize a present

worth (sinking fund) depreciation method which does not conform with generally
Disallowed Costs Effective October 1,1985, the KCC issued a rate order relating

| acceped accounting pnnaples and which constitutes a phase-in plan which does not
to KEPCds investment in Wolf Creek which disallowed approximately $26.0 million |

of KEPCo's investment in Wolf Creek (approximately $22.5 million net of accumulat-
meet the requirements of SFAS No. 92. If depreciation on electric plant in service

ed amortization as of December 31, 1995). A subsequent rate order, effective'
was calculated using a method in accordana with generally acapred accounting

Fdnuary 1, M aUows KEPCo w raova 6ew didbwed costs and other costs
; pnnaples, depreciation expeme would be increawd and KEPCo's operating margin

-related to the disaUowed pxtion for the period from Septeneer 3,.1985 through
would be decreased by $2,977,448 and $3,4H,143 for the years ended December 31,

195 and 1994 respectively. In addition, net utility plant wouki be decreased and
January 31,1987, over a 27,736 year period starting February 1,1987. KEPCo is using I

. present worth (sinking fund) amonization to recover the disallowed costs which - |
i patronage capital would be decreased by $35,948,9% and $32,971,498 as of

December 31; 1995 and 19M, respeaisely.
enables it to meet the times intere< earned ratio and debt servia requirements in the ' I

KCC rate order dated January 30, It87. The method used by' KEPCo constitutes a
. pha3e-in plan which does not meet the requirements of SFAS No. 92. If amonization

. 5, SHORT-TERM AND OTHERINTESTREA7S
to recover the disallowed costs was calcubted using a method in accordance with ,

!
- Short-term and other investments consist of the following as of December 31,1995: generally accepted accounting principles, amortization of deferred charges would be !

,9% . 3994 1 increased and KEPCo's operating margin would be decreased by $417,886 and t

Amortized fair Amortized Fair $456,043 for the years ended December 31,1995 and 19W, respectively. In addition, ;

Cost Value Cost Value deferred charges would be decreased and patronage capital would be decreased by
Short-term investments: $4,831,201 and $4,413,315 as of December 31,1995 and 1994, respectivdy.

,

Avaihble-for sale i

(. Ikunestead mutual funds - $1,082,0m $1,312,769 $1,018,451 $1,018,451 Rerenue and Expenses for the Periodfmm September 31985 tbmugh
#" ~^ *" '"""" P"''N""8 "Hdd* maturity .

U.S. govemnrnt September 3,1985, the KCC ordered KEPCo to accumulate all revenues and expens-

es rebted to the operation of Wolf Creek for the period from September 3,1985 ;agency securities - 2.501 '81 2.90171 __

i n18,451 through Sepember 30,1985 in defened charges. '!he KCC ismi an mler on3,585,880 3,816,550 1.016,t5)

February 1 1987 which allowed KEPCo to recover these costs over a ten year peri-

] od. Annua amortization of such usts increases over the rectwery p>ritdId m

ger 1.4 % 740 1.4 % 740 Ikcommissionrq and Decontamination Assessments -The Energy Policy kt of '

$5.040.99 15,2*1.290 $1.018A51 $1.018.451 1992 established a futd to pay for the decontamination and decommissionq of >

nuclear enrichment faciniies operated by the DOE. A portion of this fund na to :

[ ,' Induded in capitalization is $230,670 of unrealized gains on available-for-sale equity exceed 52.25 hillion is to be collected fnxn utilities that have purchased enrichment
! ' securities as of December 31,1995. The amonized cost of avaibble-for-sale equity services from the DOE. This ponian is limited to no more than $150 million each
'

'

secunties approximated fair value as of December 31,1994. year and will be in the form of annual assessments that will not be impmed for more

- than 15 years. KEPCo has also recorded its prtion of this liability which is being

'lhe contractual matunties of ddx securities dassified as hdd-t& maturity as of paid over 15 years. KEPCo has also recorded a rebted deferred asset which is being .

Ibceneer 31,1995 are as follows amortized to nudear fud expeme over the 15 year assessment pericd Afanagement
expects to indude these assessments in its next rate case to be filed with the KCC

Amort d ir
d bdice it is reasonable to expect approval for recovery of these assessments. .

; Due within one year $2,503,781 $2,503,781 IkferredIncremerital Outage Costs . On April 9,1991, the KCC issued an order
3

Due after one year through five )ean that albwed KEPCo to defer its 6% share of the incremental maintenance and j
Due after five years through ten years 50020 W)0 seplacement power costs associated with refuding of Wolf Creek. Such costs are |
Due aSr ten years 9W40 93,30 deferred during each outage and are being anonized over the operating cyde coin- i

$19%i21 $1958.521 cident with the recognition of the rdated revenues. j
!

'

6, BOND FUND RESERVE 9, LONG:IERM DEBT

KEPCo has entered into a bond coverJ:: whereby the Cooperative is required to Inng-tenn debt consists of mongage rotes payable to the United States of America )
; maintain, with a trustee, a Bond Fmi a eve of a stipuhted amount of approxi_ acting thn ut. the Federal Financing Bank (FTB), the CFC and others. Substantially ;

matdy $3.9 million, sufficient k, satisfy uin A,a '.Jurm and principal obliga. aD of KEPCo's assets are pledged as colbteral. The terms of the notes as of ]
- tions. The annunt held in the Ikmd Iund Resene is 6: vestal oy the trustee in tax. December 31 are as follows: |

.

18'
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1995 1994,
11. OPERATING LE4SE

|

#"" "# *" " " " " " " " # Y#"EMongage notes payable to the FFB at rates
ce rp ce n mum ase pymenu n increa t e em a taws am!

-

varying fnun 5 261% to 9.206% payable in
- -

insurance paid by the lewor exceed 1987 lesels.
;
1quanerly installrnents through 2018. $126,235,259 $126,482,510 :

! ~ Future minimum lease payments at December 31,1995 are as follows:

- Mongage notes payable to the CFC at a rate Year Amount
of 10.02% through December 1997 and

9.83% thereafter, payable 1996 $ 96628
! umbannually, principal pyments 1997 108,753

commencing in 2003 and continuing
_ 1998 Jg753'a

annually through 2017. 51,310,000 51,340,N0 1999 108,753

2000 1.217
Mortgage rues payable to the CFC at M1gg'

. a rate of 9.5274% through December 1997

and 9,33% thereafter, payable semi-annually, The related rental expert e for 1995 and 1994 was $93,718 and 683,895, respatively.
pnncipal payments commencing in 1989

and mntinuing annually through 2002 7,947,9'8 8,786,834 72 ggggf;fypfgS

E1oatingTtxed tate pollution control revenue National Rural Electric G> operative Association (NREC4) Retirement and

bands, Cityof Burlington, Kansas, Pooled Series Security 1% grant KEPCo participates in the NRECA retirement and security program

1985C, variable interest rate (3.75% at for its employees. All employees of members of NRECA are eligible to panicipate in

Itaenerr 31,1995) payable se pogran A moratorium on contributions was in effect for the period July 1,1987

annually through 2015. norgj 40wooo dagh December 31,1993 due to reaching the full funding limitati<n flowever, dur.

225,423| 37 227,109, % l ing IM the maatwium ended and KEPCo resunwd its contributions in die master

multiemployer plan which is available to all nunbers of NRECA. the accumulated ben-
Less current portion .,_1325 (C 4 '90 940

ef ts and plan assets are not determined or allocated by individual employee. KEPCo's
$220.027.n0 $221318.4H pension expense, under this program, was $19,528 and $21319 for the years ended

. Aggregate maturities of mangage notes payable to FFB and CFC and floating fiwd December 31.1995 and 1994, respectively.~

rate pollution control resenue bonds as of Decemler 31,1995 after the repricing of Substantially all employees of KEPCo aho pamcipate in the NRECA Savings Plan 101(D
cenain FFil nongage notes payable as discussed below, are as folbws: opti<n Under the plan, KEPCo contribuies amounts nm to exceed 3%, dependent on -

he empbyeeWeW paspanon, ne ropese ernployeenaw pay to pd
Year Amount

# "# '" "#" " *"" "' 'PE" " ' ""
1996 $ 5,395,677

to the plan m 1995 and 1994, respedively.g g

f Wolf Ovek Nuclear Operating Corporation Retirement Pian - KEPCo has an'
,

'

gy g' y ch gation to the TCNOC Retirement Plan for its 6% ownership interest in Wolf Creek.

Thereafter 19k6 NIM 4p p n for beneb upon retirement, normally at age 65. In accordance

with the Emph>yee Retirement income Security Ad of 1974 (ERISA), KEPCo has satis-g ,'
fied at lemt its minimum funding rquirements. Benefits under this plan refied the

At December 31,1995, KEPCo has FFli approved loans guaranteed by RUS with bal- empkiyee's compensauon, years of senice and age at retirement
anes of $126.235,259. Of this amount, $4.574.759 currently has a maturity date of

Pnisions for pensions are deteimined under the rules prescribed by SFAS No. 87. The
March 31,1996. Upon maturity of each shon-term advance, KFito nwy renew the M e h6 KEPGs share of the plan's actuarial preent value and funded sta-

' advance for another two year period or elect to extend the maturity date on a long' '
tus as of Novemler 30.1995 and 199 Hthe plan years) and a rewnciliation of such sta-

term basit The alove schedule of king-tenn delt matunnes assumes that the
tus to the financial statements as of Decender 31:$4.574.759, which maturn on March 31,1996, will be extended based on the above

Olti""1 '
1995 1994 ,

in a(khtion, restridive covenants require KEPCo to design rates that would enable it

to maintain a times interest earned ratio and delt service coverage of at least one-to- Accumulated benefit diligati<n
one in at least two out of every three years and prohihits distributions of net patron- Vested $ 939,288 $ 419,936 !

4 age capital or margins until, after givmg effect to any such disnihori<n total patron- Nonvested 240.R13 162.'83
_ ege capital equals or exceeds 2% of total assets.

On November 22,1995, KEPCo repriced $20 4 million of mongage notes payable to Total $1.180.1M $ 572.719

' FFB. %e new interest rates vary from 5.831% to 5.89% compared to the old rates

of 7,581% to 7.705% and are propted to save KEPCo $2.5 million over the life of the Fair value of plan assets $ 1.122,796 $ 7'8,781

nues. Projected benefit olSgation 2.1'W6 1.2M407
l

On January 19.1996, KEPCo repriced $11.5 million of mongage nues payable to the
Projected benefit obligation in

|
Federal Financing Bank. The new interest rates vary from 5'i01% to 5.50% com- gg,

| . pared to the old rates of 7.520% to 7.6'4% and is priected to save KEPQi $2 million gg g 3,9
over the hfe of the notes.

Unrecognind net gain H5,800) 0 32,8i8)

Unrecognized prior servkr cost 48.Fi 51392
10. SIIORT-Tilli BORROWlXCS Aarued pn liability $ 932.186 $ 709.705

KEPCo has asallable a $12 million hne of credit with the CFC which remained unused

as d Ikcember 31,199i Plan assets are invested in insurance contracts. corporate bonds, equity securines, U.S. j

Government securities and shon.ter.n investments.

19
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covered by insurance, to the extent not recoverable throudt rates, could have a matei

rial adverse effea on KEPCo's fmancial position and results of operations. !,

i

} ; Dismunt rate - 734 8.5% &commissiuming . KEPCo carries premature decommissioning insurance which has |
|- Manual salary inaease rate 5.0W 5.0% several restricions. One d these is that it can only be used if Wolf Creek incurs an

i
.

L Long4enn rate of return 8.5% 8.5% accident exceeding $500 million in expenses to safely stabilize the reaaor, to decont- |
a Nan appmveMe 'anu aa r he n a a a

KEPCo's share of the net periodic pension costs were as follows for the years ended .

hM1- NRC, and to pay for on-site property damages. This deconnissioning insurance will

only be available if the insurance funds are not needed to implement the NRC -
1995 1994 approved plan for stabdization and decontamination.

: Sem.ce cost
- Nuclear fuelCommitments At December 31,1995, Wolf Creek's nuclear fuel com- -

-

; .. .
5147,914 $188,080

-

*'
mimms (KEPCds share) were approximately $2.0 million for uranium concentrates

|
Interest cwt on projected benefa obligation 124,630 115,402

through 2001, $15.4 million for enrichment through 2014 and 593 million for fabrica-Actual n:tum on plan assets (211855) 56 637 tim W m- C&er .
'

121.622 (10'.636)
Rl3 &relopment KEPCo has received notification from the RUS that, because J

- Totalpemion expense J180311 $252.483 KEPCo's fmancial statements are not in conformance with generally accepted aca>unt- j
. ing principles, as discussed in Note 2, the Rl'S will evaluate all requests for anion on

,

= 13 COMMIDffYISAA D CONTINGENCIES 6e bass d En ncial id nnai n prepared as if se smight-kne nehad d &praia;
;

tion and amortization had been used.
' Ittigation There is a provision in/he Tolf Creek operating agreement whereby the

owners treat certain claims and lones vising out of the operation of the Wolf Creek
14. FAIR DilUE Of flNANCidi INSTRUMEYl5 '

Generating Station as a cost to be born by the owners separately (but not joindy)in :

proportion to their ownership shares. Each of the owners has agreed to indemrufy The following methods and assumptiom were used to estimate the fair value of each

the others in such cases. class of fmancial instruments for which it is practicable to estimate that value as set

"
As is the case with other elecuic utihties, KEPCo, Inun time to time, is subica to' var-

ious actions which occasionally include punitive damage claims. KEPCo maintains . Cash and Cash Equiralents & carrying amount approximates the fair value,

j insurance providing liability coverage; however, the insurance companies generally became d se shondenn maturity of thme imstmems.

; reserve the tight to challenge insurance coserage for punitive damage recoveries. In Short-Term and Utber investments, Deco.nmissioning Trust, furestments in
| the opinion of the general counsel of KEPCo, there is not a significat probability that, Associated Organixations and Bond Fund Reserre The fair value of these assets

as a resubf pending or threatened personal injury actions, KEPCo will be liable for is based on quoted market prices as of[kcember 31,199i
. payment of actual or punitive damages in an arnount material to the financial posi'
. tion of KEPCo.

rartable Rate Debt The canying amount approximates the fair value because of the

short tenn variable rates of those debt instruments.
NucIcaritability andinsurance-The Price-Andenon Aa and its amendments cur-

fixed Rate Debt The fair value of the fixedrate debt is based on the sum of the esti-
rendy hmit the public liability, including attorney costs, of nuclear reactor owners for

nwed value of each issue, taking into consideration the current rates offered to KEPCo
claims that could arise from a nudear incident to $8.92 billion. If this liability limita~

for debt of the same remaining nuturities.
tion is insufficient, Congress will take w hatever action is necessary to compensate the

public for valid claims. The Wolf Creek owners (Owners) have liability insurance cov. The estimated fair values of the Company'a financial instruments are as follows:

j. - erage of this amount which consists of the nuximum available pre 'surance of
'

$200 million and the balance is prosided by an assesent plan i ated by the . . .. . December 31.1995
j Nuclear Regulatory Commission (NRC1 l'nder this plan, the Owners are joindy and Carrying Value fair Value !

,

j severally subjea to a retrospeaive assessmem of up to $79.28 million ($176 million Cash and cash equivalents $ 11,219395 $ 11,219395
- KEPCds share), in the event there is a nudear incident involving any of the nation's Short-term investments 1 816,550 1 816,550

| ; hcensed reactors. This assessment is subject to an inflation adiustment based on the Other investments IA54,740 1,461652

; Crcsumer Price Index and applicable premium taxes. There is a limitation of $10 mil- Investments in associated organizations

lion ($600,000. KEPCds share) in retrospective assessments per incklent per yeat findudmg restricted assets) 2,756311 3,458 317

The owners of Wolf Creek also have decontamination liability, prenuture decommis. Bond fund reserve 1930341 ' 4,302,664

/ sioning liability and property damage insurance for loss resulting from damage to the Decommisisioning trust 2,452,805 2357,919 - ;

Wolf Creek facihties in the amount of $2.75 billion ($165 million KEPCo's share). Variable rate debt 39 500,000 39,900,000 ;1

|. I This insurance is proiided by a comimution of 'nudear insurance pools' shich pro. Fixed rate debt 185,521237 209,575,762

; . vide $.5 bilhon of coverage and Nudear Electric lasurance Limited (NEID which pro- .

vides $2.25 billion. In the event of an accident, insurance proceeds must fast be used
'

| for reactor stabilization and site decontamination. The remaining proceeds, if any, 15. PATROXAGE CAPITAL
,

can be used for property damage or premature deuemissioning costs up to $13 bil- In accordance with KEPCo's bhlaws, KEl'Cds current margins are to be allocated toi !
l

lion (178 million KEPCo's share). members. l?pon affirmative vote of the membership, current margins may be used to |
The ou ners d Elf Creek also carry additional insurance with NEIL to cover costs of offset prior years' losses. Of KEPCo's 1995 margin of $5,892,751 an amount of |

. replacement power and other extra expenses incurred dunng a prokmged outage $1,431125 was used to offset prior years' losses. The renuining $4A59,628 was allo- i

i resulting from accidental property damage at Wolf Creet if kases incurred at any of cated to members based on revenues collected from members as a percentage of total
4

. the nudear plants insured under the NEIL policies exceed premiums, reserves and member revenues. If KEPCds fmancial statements were adjusted to eliminate the
| : other NEIL resources, KEPCo may be sutvet to retrospective assessments under the exception to generally accepted accounting principles, then total patronage capital
'

current policies of approximately $13 million. would have been a deficit.1his would resuh in no aikration'to members.

: Although KEPCo maintainuarious insurance policies to pnnide comage for poten- MPCs 1 !
'

tial kases and liabilities resulting fnun an accident or an extended outage, KEPCds -

,

' insurance coverage nuy not be adequate to awer the costs that could resuh from a

j catastnphic accident or extemled outage at Elf Creek. Any substantial losses not . ' ~ w-:,

| 20y
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J }independentAuditors' Report |

[Botml of Trustees Kansas Electric Power Cooperative, Inc.
y"<w- - -

e have aused the accompanying balance sheets of Kansas Electric Power Cooperative, Inc. as of
.

-

d Decesber 31; 1995 and 1994|and the related statements of operations and changes in patronage capital
"$(defici0 and cash flows for the years then ended' These financial statements' are th r se e ponsibility of the.-

~Qd60 perative's_ management? Our responsibility is to express an opinion on these financial statements based
-

: on our audits '

e , L lTe Unddcted our audits is accEdance with generally accepted auditing standards and Coven #nst

{AuditingStinidards, issued by the Comptroller General of the Unitsd States.s Those standards require that :
'

' Ewe plan and perform;the audit to obbin reasonable assurance about whether the financial statements are
"

Efree!of material misstatemest.J An audit includes examining, on a test basis, evidence supporting the - -

Lamounts and disclosures in the financial statements.| An audit also includes assessing the accounting princi-
i ples used arid significant . estimates made by management, as well as evaluating the overall financial state-' <

hmbnt presentation.LWe believe that our audits provide a reasonable basis for our opinion. i

Sis more fully described in Note'2'to|the financial statements, certain depreciation and amortization methods
- 'have bbsn used in,the preparation of the financial statements which do not, in our opinion, conform to gen-

1erally accepted accounting principles.

|In our opinion, except for the effects on the financial'statunents of the matters referred to in the preceding4

psragraphisuch financial statements present fairly, in all material respects, the financial position of K:msas

Electric Power Cooperative, Inc. as of December 31,1995 and 1994 a'nd the resuhs of its operations and
'

: changes in|its patronsge capital (deficit) and_its cash flows for the years then ended in conformity with gen-
L erally accerited accounti6g principles.- 1

In accordance with Governmerd Auditing Standards, we have also issued a report dated January 25,1996 onm
' "

Ocur consideration'cif Kansas Electric Power Cooperative, Inc.'s intemal control structure and a report dated
, | January 25,1996|on its compliance with laws and regulations.-M

3 W on. & d o'
yJanuat25,1996;

1
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