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Annual Report
To Stockholders

LETTER TO STOCKHOLDERS

1985 Was a Landmark Year

Our main goal came in three parts,

} itselt

y challenging ir

o _ompleting Wolt ( "’:'L, Cenerating Staton

® Maintaining our historic good service to customers

11
® Starting to restore our financial health

We accomplished all three

On March 11 the Nuclear Regulatory Commission
awarded Wolf Creek its low power license. By
September 3 the plant was in commercial operation
Since then its performance has been outstanding

Service to our customers remained at a high level
during the challenging time of bringing Wolf Creek into
operation. The credit goes to an outstanding effort by
our employees

We expect 1986 to produce cash earnings, the first
They will be lower than
But, we have taken a number

cash earnings in three years
we'd like
control expenses and have appealed the rate order

of steps to

received late in 1985
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Wolf Creek Operation OQutstanding

Wolf Creek was built ir

ess time than other
con .

iparabie nuclear units. St we constantly stressed
1 ilhi

|

quality so the plant would operate both sately

efficiently. The results of this emphasis are evident
In November and December, Wolf Creek, even

!}\1 v\;\_:‘* new

ranked second nationally among nuclear
units in electricity produced. Availability of the unit has
been phenomenal. From commercial operation in
September through January 1986, the plant was available
977% of the ume. The plant operated continuously for

1 34 days. Already we know the unit will set a new U.S
record for power generated in the first six months of
operaton

Major Construction Program Successfully
Concluded

Completing Wolf Creek ends the huge construction
program we started in the late 1960s. Our goal was to
reduce the use { oil ower plant fuel by

Of gas and ol I
building plants tueied by coal and uranium. To do so we

invested $1.8 billion in six new generating units built in
partnership with other utilities. Five of the units are coal
fired, providing 1,060 megawatts of capacity. Our share
of Wolf Creek is 530 megawatts

KG&E now has generating capacity to meet customer
needs into the 1990s. Equally important, reliability is
enhanced by the mix of fuels. Government orders to
red: ce oil and gas use have also been met

With our major construction program complete, we
exXpect construction expense to fall from the yearly average
of $188 million for the past three years to $45 million in
1986, $54 million in 1987 and $60 million in 1988
Rate Relief Picture Mixed

Most of the increased rates we requested for the
: of the
imount reque sted

. .
We had re juested at

frst ye

ar were approved — $135 million

bl | i
ested ‘14" Y‘:‘.?‘E,H: However, the

¢ lONg term was reduced

)  milhion t«

D€ phased 1In over hwe




te

years. The Kansas Corporation Commission allowed
$169.6 million phased in over three years. However, the

KCC has left open the door for eventual rate recognition

of all but about 10% of our Wolf Creek investment

Still we have .|;‘(N‘.1l(‘\i the KCC rate order. The
Kansas Supreme Court will hear our case March 28. A
decision is exXped ted shortly thereafter

Financial Results Summarized

Earnings per share of common stock in 1985 were
$2.13 unm;\.an\i with $3.07 in 1984. As a result of our
rate order, earnings per share in the last quarter of 1985
were 12 cents compared to 58 cents for the same period
the year before

On October 4, directors approved a dividend of 29.5
cents per share. While that was just half of the former
rate, the board’s action stopped speculation about the
impact of the Wolf Creek rate order on our dividend
On January 28, 1986, directors declared the first quarter
of 1986 dividend at the 29.5 cent rate. The price per
share of our common stock as of the date of this letter
was $16.50, a considerable improvement over the 1985
low price of $9.625 on O tober 3

We expect total earnings in 1986 to be below those
of 1985, but the situation is being managed. Earnings

rom allowance for funds used during construction
(AFC), non-cash income, has been largely lost now that
the construction program has been completed

Ihree major rating agencies reviewed our financial
condition late in 1985. Now, for the first time since
1983, all three agencies describe our securities as
“investment grade.”

Earnings Have Urgent Priority
Continuing to improve our financial health is an

important goal. In addition to appealing the rate order,
we have already taken several steps 1o accomyj lish this

® Two generating plants have been closed, one retired
because of age and the second gas/oil unit taken out of
service and mothballed

® Some 200 jobs have been eliminated, one of every
seven among non-nuclear employees

® Our cost cuts will mean that 1986 non-nuclear
operating expenses will be lower than in 1685. Our
commitment for Wolf Creek is to provide all necessary
resources to operate the plant safely

® Cost savings will also result from lower interest rates
With our power plant construction program complete,
most future financing will be to replace high-cosc debt
and preferred stock with lower-cost securities

New Directors Named

F'wo new directors were elected in 1985 to succeed
two who had retired

Howard Brenneman, president and chiet executive ot
the Hesston ( orporation in Hesston, Kansas, one of the
nation's leading manufacturers of farm equipment, was
elected to succeed Lyle Yost, founder and chairman of
Hesston Corporation. Dr. Newton Smith, physician and
surgeon of Arkansas Ciry
Robert A. Brown, chairman of the board of The Home
National Bank, also of Arkansas City. Mr. Brown and
Mr. Yost had compiled 48 vears of service to KO&

Kansas was named to replace

Both had reached the mandatory retirement age

On January 28, 1986, three additional directors were
]

named, expanding the board from 15 to 18 and
providing increased experience to draw on in these

i ['he new board members are Glenn
Biggs, chairman of the board of trustees of the San
Antonio City Public Service Board and vice chairman of
the board, InterFirst Bank, San Antonio, Texas; James |
Noone, attorney and retired administrative judge tor the
District Court of Sedgwick County, Wichita, and
Lawrence E. Walsh, former president of the American
Bar Association and retired federal district court judge,

Oklahoma City, Oklahoma
A Final Note

Betore closing, it is important to say “‘thank you”
to 125 loyal KG&E employees who retired in 1985

Among those were Bernard Ruddick, vice president
engineering, and Howard

mportant times

|. Hansen, who as group vice
president directed financing and accounting functions
Mr. Hansen was succeeded by James Haines, former vice
president-regulatory affairs. William B. Moore, who had
been manager of finance, was named vice president
finance and chief financial officer

T'he continuing support of stockholders has been a
major factor in our ability to successfully deal with the
critical 1ssues that have been faced in recent years. Your
supportive calls and letters, your questions and your
concerns have helped. The board of directors and
officers fully understand and appreciate the obligation
Wi }M\l O VOU as owners

Please review all sections of this report tor more

' ot the Let me know if

HSCUSSIONS

points raised

you hawve questions or comments

1985 a landmark vear because of the significance
of completion of Wolf Creek and our major construction
program \.\ ¢ are NnOw ;\vx\mf O meet n!:"u.' C h.z”vn;‘v\

:’u “ o1 { n‘:\ INtagk

inat \r‘i}m of new opportunities
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FINANCIAL HIGHLIGHTS, FIVE-YEAR

Operating Revenues

Net Income

Earnings Applicable to Common Stock

Average Shares of Common Stock QOutstanding
Common Stock Per Share Data

A A

Available Capacity (Megan

System Peak Responsibility

Reserve Capacity (Megaua
Average Use Per Residential Customer

F lowcuthoner
Average Price Per Residential Kilowatthour
Number of Customers at End of Year
Long-Term Debt
Redemption Required Preferred Stock
Total Utility Plant (Net)
Total Assets
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Financing Activity
Summarized
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Three Named Customer
First Employee

[hree employees named by
independent judges as "Customer
First | mj lovee of the Year” reflect
the special characteristics of KG&
employees. Employees recognized
Hl\é\ui'
® Bob Stockton, journeyman

lineman, with his crew helped

develop procedures for working
encrgized hi tage transmission

gh vol
1

] 1
ines that will result in important

COSt savings

® Pam Vineyard, marketing
representative '
outside of the work ¢
llii i('r\:'ui tor sever |?
‘.l(“-l'l' pment o« MmItTees

@ [t'Yz'llht \\‘\!E\\\I‘ !MI{L(‘”HL'

representative, wie wrked with city

officials 1in ways to ust

ethiciently

United

v.')-f nmr‘;_’.ml.‘n:i the
Way structure “
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Marketing Theme:

Selling Makes the Difference
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About This Report
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Management’s Discussion and Analysis
of Financial Condition and Results of Operations

Completion of
Wolf Creek Marks

Construction Program End

t

i 1977, 19
in addition to Wolt Creek

mnstruction penadirures

on | i

G&E's share

K

\YHL Was

lable 1

Total Construction Expenditures

’

|
Bk d sn e B BN

New Company Will
Operate Wolf Creek
I'u Wners of “\\ :‘!\'w&;",:‘!,

pOrator

eratic
Regulatory wals from the
ansas L« n Lommission
'.';xl Nuclear R&’L". ory
ion (NRC) must b
101 tO transterring
om K !\\} to '}n

rporati

Liquidity, Capital Resources
[hree major rating agencies
viewed and !\\tlt‘.;. publiic ratings on
w's first mortgage bonds
n After the KO
decision in the Wolf Creek rate case

in September, Standard and Poor’s

1985 issued 1ts

upgraded its rating from BB+ to
BBB-, Moody’s Investors Service
| the ( ompany s t‘t'[h:.
ind Duff and Phelps

jowngraded its rating trom a

1 1 \" Y;‘\Y'.\ ratings are
presently at comparable levels and are
considered investment grade

[he Company's long-term financial
goals include a ratio of net ca h flow
from operations to total ..x;‘x'.q‘.l'.m\ "
L common stock market

value ¢ m.f O Or greater !!1.1!: book

ue and a common equity ratio of
45 For the yvear ending December
31, 1985, the Company had a

negative ratio of net cash flow from
1
operations to total

capitalization of
Of vear 1'!1\‘: had a
value of $14
f book value and a
common equity ratio of 38 Ihe
Capital Structure” grag h reviews the

I

1980-1985 period

Since 1978, Kansas law has
virtually prohibited the inclusior

of Construction Work in Progress
(CWIP) in the rate base upon whict
CUStOMEr rates are set !l\(«.ﬂ:‘l \‘\‘v.‘.f

reek has represented a major

1983-1988 Construction Expenditures

Actual

haonds

1984
Y

40,49,

Estimaced

nesand

1987

44




Capital Strucrure

Total Db - Preterred Suxh -A oenmon Eguaty

investment, C\WIP became increasingly
large during its construction. Cash
was not generated from this
investment. All of the Company's
capital requirements for 1983-1985
shown in Table 2 were generated
externally.

Capital requirement needs
are typically first met through
utilization of short-term borrowing
arrangements. These short-term
borrowings are refinanced by issuing
long-term debt, preferred stock or
common stock. For the 1983-1985
period the Company had sales of
securities totalling $829 million
which included $584 million of long-
term debt and $245 million of
common stock.

“The Cc npany does not
anticipate the need for
external financing for
construction purposes during
1986-88.”

In view of the greatly reduced
construction expenditures (see Table
i), and increased internal cash
generation resulting from the
September 1985 Wolf Creek rate
increase, the Company does not
anticipate the need for external

Table 2

Net Construction Expenditures
Add: Sinking Fund and
Debt Maturities

Total Capital Requirements

financing for construction purposes

during 1986-1988.

At year-end 1985, KG&E's
sinking fund and debt maturities on
outstanding long-term debt and
preferred stock, including redemption
of the $15.50 series preferred stock
on March 3, 1986, were $140.1
million, $44.3 million and $26.3
million in 1986, 1987 and 1988,
respectively. The Company intends to
meet these redemption requirements
through issuance of securities and
internal cash generation.

Should additional funds be
required, the following capital
resources will be available.

(a) The Company’s first mortgage
bond indenture contains
provisions which restrict the
issuance of additional bonds.
While 1985 earnings would limit
the issuance of bonds to $4
million, the Company anticipates
that revenues subject to refund
will be made permanent and
increase the Company’s ability
to issue additional bonds.

The Company's Restated
Articles of Incorporation contain
no financial tests limiting the
issuance of additional shares of
preferred stock.

(b) The Company has short-term
lines of credit totalling
$91 million. No short-term
borrowings were outstanding
at year-end 1985.

(¢) The Company has two long-term
revolving credit loan facilities.
The first for $100 million expires
September 1, 1986, and the
second for $200 million expires
May 31, 1987, at which times the
amounts then outstanding under
these facilities may be converted
to four-year term loans. As of
December 31, 1985, $100
million was outstanding under
the first of these agreements and
$50 million under the second,
leaving $150 million available.

(d) In December 1984, the Company
entered into a 3" year $100
million revolving underwriting

1983-1985 Capital Requirements

( Thousands)
1983 1984 1985
$179,377  $258,359  $126,447
51,283 2,073 55,000
$230060  $260432  $181.447

facility with a group of
international banks. This
agreement enables the Company
to sell promissory notes in
toreign markets or to borrow
from international banks in an
amount of up to $100 million.
The Company did not borrow
under this agreement in 1985.
As of December 31, 1985, the
Company had $28.8 million of
commercial paper outstanding,
The paper is supported by a bank
letter of credit (LOC). The LOC
provides support for up to $50
million of commercial paper. The
LOC agreement expires July 8,
1986 and will not be renewed. At
that time, outstanding amounts
will be repaid.

A bankers acceptance facility in
the amount of $25 million, all of
which was available at year-end
1985, expires February 1988.
The facility is collateralized by
fossil fuel inventory.

(e)

(f)

Discussion pertaining to a
December 19, 1985 Exposure Draft
to amend Financial Accounting
Standards Board Statement No. 71
(FAS 71) is included in Note 10 of
the “Notes to the Financial
Statements”. The proposed revisions
to FAS 71, if adopted, could have a
material adverse effect upon the
Company’s financial statements. The
Company's literal interpretation of
the proposed revisions could require
electric plant in service, common
stock equity and book value to
decline by 40%, 58% and 58%,
respectively. In addition, the
Company’s retained earnings could
be a deficit. The Company vigorously
opposes the proposed revisions to
FAS 71 as they would not properly
reflect the Company’s financial
position. The KCC also opposes
several of the significant concepts that
affect the Company, although the
KCC agrees with the concept of
writing-off 10% or $125 million of
the costs deemed imprudent in its
rate decision. If approved, the
revisions to FAS 71 might have an
adverse effect on the liquidity of the
Company.

~J



Management’s Discussion and Analysis
Results of Operations

of Financial Condition and

Wolf Creek Rate Increase

Order Issued September 27

| -

"“The Company appealed the
KCC order. The appeal is
pending in the Kansas
Supreme Court.”

Results of Operations
Details ot sales and cust
ire presented in

Ing graph
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Management’s Discussion and Analysis
of Financial Condition and Results of Operations
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Kansas Gas and Electric Company
STATEMENTS OF INCOME

For the Years Ended December

Operating Revenues (Note 2)

Operating Expenses:
Fossil fuel
Nuclear fuel
Purc hased power
Orther « peration
Maintenance
[otal operation and maintenance
| eprecianon
[axes other than incomes taxes
Current income taxes (Note 9)

Deferred income taxes (Note 9)
Total operating expenses
Operating Income

Other Income and Deductions:
Allowance for other funds used during construction
Equity in earnings of subsidiary companies ( Note
Phase-in revenue net of tax (Note 2)
Miscellaneous net
Income taxes net (Note 9)

{ed

,
| tual other income and deductions

Income before Interest Charges

Interest Charges:
Interest on long-term debt
Orther interest
Amortization of debt premium, discount and expense
Allowance for borrowed funds used during construction
I stal interest ¢ harges net
Net Income
Preferred Stock Dividends
Earnings Applicable to Common Stock
Average Shares of Common Stock Outstanding 9,118, 14 34,698,342

Earnings Per Share of Common Stock \ $ 3.07

STATEMENTS OF RETAINED EARNINGS
For the Years Ended December 3 1 1984

T} J
I housdand

Balance at Beginning of the Year
Net Income

l» wal
Deduct:

Cash Dividends
Preterred Stox h {at pPres
\.-I!."»\V!\h-\ln ) I
$2.27 in 1983

apital Stock Expense

A

Balance at End of the Year

alemend
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Kansas Gas and Electric Company
STATEMENTS OF INCOME

I \ | 4
For the Years bEnded [Jecember

Operating Revenues (Note 2)

Operating Expenses:

Fossil

fuel
Nuclear tuel
Purchased power
Other operation
Maintenanct

Total operation and maintenance

Depreciation
[axes other than incomes taxes
Current income taxes (Note Y)

Deferred income taxes (Note 9)
Total operating expenses

Operating Income

Other Income and Deductions:
Allowance for other funds used during construction
Equity in earnings of subsidiary companies (Note 7
Phase-in revenue net of tax (Note 2)
Mis« l'{i&!\\’l s net

Income taxes net { Note Y)
['otal other income and deductions

Income before Interest Charges

Interest Charges:
Interest on iwll); rerm .i('t‘[
Orther interest
Amortization of debt premium, discount and expense
Allowance for borrowed funds used during construction
| | \
1 Otal Interest \}ulhl('\ - net
Net Income
Preferred Stock Dividends

Earnings Applicable to Common Stock

Average Shares of Comunon Stock Outstanding
Earmings Per Share of Common Stock

STATEMENTS OF RETAINED EARNINGS

For the Years Ended December

Balance at Beginning of the Year
Net Income

‘n"!.t,

Deduct:




BALANCE SHEETS DECEMBER 31, 1985 and 1984

ASSETS
Electric Plant - at original cost (Note 6):
Plant in service

Less accumulated depreciation

N ’
Net plant In service

Construction work in progress
Electric plant held t
Nuclear fuel net

Total electric plant net

Other Property and Investments:
Investment in subsidiary c mpanies |{ Note 7)
Special interest accounts wdjustable rate series (Note 6)
Orther
Total other property and
Current Assets:
Las!
I emporary cash imvestments | Note
\.A\ wints receivable net

t N

}y-\q'.:u it average cost { Note 0)

Materials and supplies It average cost

[’r«; ayments and other current assets
Total current assets

Deferred Debits:

namortized debt expense

1
P

?‘..A\( n revenue requirements |{ Note 2
CUther
Total deterred debits

Total

CAPITALIZATION AND LIABILITIES
Capitalization:
Common stock, without par value, authorized 50,000,000 shares
nitstan ‘l!.’m 40,464 810 and 36,524,434 shares,
respectively (Note 4)
Retained earnings ( Note 6

id-in capital (Note 4

Common stock equi

Orther |
Preferred stock redemption not required (Note 5)
I i
Preferred stock — redemption required (Note 5)
Long-term debt (Note 6)
Total capitalization

Current Liabilities:
Short-term borrowings (Note 3
Securities due within one year (Notes 5 and 6
Accounts payabile
Lustomers deposits
i axes accrued
Interest accrued

Total current liabilities 139 899

Deterred Credits:
Accumulated deferred income taxes (Note 9) | ) 96.669
red ] \ ! $ 32 724

’ orr
OO investamnent o LT \ - 3 -

A

ooumuiated et
Customers advances tor n
Uther

Total deterred credits

Y

Commitments and Contingencies (Notes 2 and 10)
Total

MW notes




Kansas Gas and Electric Company
STATEMENTS OF CHANGES IN FINANCIAL POSITION

1
)

For the Years Ended [ ecember

Sources of Funds

peration

harges ( credits ) tO net INConK
preciation 44,5453
zation of nuclear tuel 6,118
Displacement power cost 13,747
Deterred income taxes net 32,327

investment tax credit (1,052

i

owance for funds used during construction (AFC) (109,005

(h'.l‘-l.\\

1,239

oONs 26.879
rnal Sources

rtgage Bonds 30,000

ng-term debt 148,300

-
ong-term agrecments :-\‘

179,020

h‘t‘.l‘).y

investment fund ne 17,156
external sources 263,368
(8,425

Total Sour unds » 331,822

Application of Funds
Gross plant additions $ 212,440
AFC charged to construction 85,993
nstruction expenditures 126,447
94,781
re "\[";V‘»-[\~ ;;,\\\\

crease ) in working capital 55,594

[ota hication of Funds ;*l,.‘\:.‘

Summary of Changes in Working Capital: (other than securities

Jue within one year)

v 1,995 $ (562)

) stments 35,000 39.000

Tl\f".«l'!i E( (‘.‘.:‘Il) 1\‘4;‘:'

Orther current assets 6,983 (391)

Accounts payabl 18,942 3,965

Accrued liabilities (7,455) (8,669)

Short-term debt 13,000 (4,000)

Other current liabilities (360) (410)

Net Change in Working Capital $ 55,594 18.481

5 o) nat has been cha wed from Statements of Sowrces of Funds for Constructu

SMatements




NOTES TO FINANCIAL STATEMENTS

Summary of Signiticant Accounting Policies

System of Accounts

Revenues
| I(\(H\ Plant

Fuel Adjustment Clause Revenue —

Rate Matters

nvestment Amount
In Wolt Kansas of Cost Rate of

Creek Jurisdictional Recovery Return

'

Decommissioning Costs
A

Allowance tor Funds Used During Construction

Depreciation

Short-Term Borrowings

II\««‘rHll ] LXON




Kansas Gas and Electric Company

4. Common Stock and Other Paid-in Capital:

{ }..mgr- in Common Stock were as tollows

Shares Amount
( Thousands

Authorized Outstanding of Dollars)
l‘dldl)\ £

January |

1983 35,000,000 26412.589 $383.781
Additional shares

\Ul\i 4\‘\\\\\ 76,828
Empioyee Stox k

Purchase Plar

Employee Stock

Ownership Plan

and Dividend

R(‘»lz\v~x¥l1\1‘l|¥

I‘!.lll

Additnonal shares

authorized

Balance
l‘t‘u'l‘«i!'! ‘.l
1983 SO.000 000

31,671,966 484,405

Additional shares
sold 3,000,000
i lnp‘u\n Stock

49,255

Purchase Plan
Employee Stock
( “.\Iw(\hx; Plan
and Dividend
Reinvestment
Plan 1,854 l'k\‘*
Balance
December 31
1984
Additional shares
sold 2,000,000

Employee Stock

36,524,434 561,106

38,620

Purchase Plan
k mployee St wk
Ownership Plan
and Dividend
Reinvestment
Plan

"'4“.”\\ ¢

December 31

1985 50,000,000 40,464 510 $628,298
The Other Paid-in Capital represents the cumulative gain on

the reacquired preferred stock and premium on initial sale of

preferred stock

In April 1985, the Company issued 2 million shares of com
mon stock at $19.31 per share. Book value per share de reased

trom $20.65 to ?‘\ 58. a 0.3% dilutive eftect

Commen stock issues under the Dividend Reinvestment Plan
o IPloyee Stock l“.H hase l”ul[v 1!1‘1 !'”\"\h WEee DX L\ \ \\ki\("\,"t'(
Plan on a m« vl\!}‘.i\ f'.\\l\“ln ) Tt H‘..«I:‘H.lii‘. aftect book value per

share

5. Cumulative Preferred Stock:

December 31,

1985 1984

Redemption
not required —
except at the
Company’s option
4%, $100 par
wuthorized
ling
l ‘l shares

valuc

ind outstang

27

Serial, $ 100 par
value; authorized
255,000 shares

287 sernies
outstanding
45,000 shares
4.32% series,
outstanding
60,000 shares

7.44% series
\-uh(.nnilm;
1%\ \\\ \hdf(“

Serial, without
par value (Note)
$8.66 series,

outstanding
300,000 shares

Total

30,000
$63,701

Redemption required:
Serial, without
par value (Note)
$2.42
outstanding
520,000 shares

$8.125 series

SETICS,

$13,000

outstanding
‘I\\‘.\\\‘ shares
$8.00 series,
150,000 shares
54‘ LD Series,
outstanding
100,000 shares

$15.50 series

10,000

.u;,'\hn\iilu_'
300,000 shares

$13.25

30,000
SETIeS

wtstanding

150,000 shares 1 '—‘,L\\‘
Subtotal 78,000
Less: Securities

{re withir

2,000
$76,000

Call Price

(At

none




December 31,
1985 1984

First Mortgage Borng
s series, due 2005 $ 40,000
SWE series, due 20 25,000
b ) series, due 2 / 21,940
series, due 2007 10,000
series, due ) 25,000
series, due 30,000

t the $8.25 Series for sinking Total First

Mortgage Bonds 526,440

I STOCK may e redeemed prior t
w through the u lire Yy Or u
oherads §

nd dness or of the issuance of stock of equal

st to the Company of less thar

Effective Orther Long-Term Debt

Date Cost Pollution control revenue bonds
5%% series, due 2003 15,000
‘\.‘;]\;\(.lf‘n' rate series

due 1986 70.000
Adjustable rate
oligations for due 2013 87,000
Adjustable rate

Annual : ‘.im :\‘}: ) 63,000

Period Nusaber Adjustable rate

due 2014 98,000
Adjustable rate series

\Qll( .‘\”A; 79,;\\\
Securities held by Trustee

March 1, 198

Commencing C nmplctmn of Shares

1 Y5 pri | 99 40 .0XX

1989 April 1, 2018 3333
s = adjustable rate series (2,815)
SO.00X J

L0 promissory note
due 1989 39,400
Credit agreement
due 1986 28,800
Revolving bank loan
be redeemed within the ne Xt year \QU(‘ 1‘M\ . l\‘\\,\\\\
'urchases of the $2.42 Revolving bank loan
d to due 1991 50,000
1 requirements Bankers acceptance

15,0(X
15,000
60.0XX
30.000

Uctober

ns v mad $ 100 per share agreement, due 1986 -
Series $25 1 ) plus unpaid Orther long-term agreements 1,245
Unamortized premium
r 1985 and discount net (50)
Total Other
Long-Term Debt 629,080 464 564
Subtotal 1,155,520 1,001,004
Less: Securities
due within one year 108,100 10,00

Total $1,047,420 $ 991,004

December 31,
1985 1984

( Thousands of Dollars)
Required redemptions and sinking fund payments for 1986
- 5 10.000 through 1990 amount to $108.1, $38.3, $20.8, $160.2 and
7,000 7 000 $120.8 million, respectively. The redemption requirements for
25,000 000 1989 and 1990 would be increased by the amounts of the $87
30,000 and $98 and $79.5 million adjustable rate series, respectively, in
- 000 the event that the irrevocable letter of credit agreements are not
30,000 000 extended or other arrangements for collateral are not made
100,000 100.000 First Mortgage Bonds may be issued it
7.000 o0 imited by property, e:
;O'\\\‘ ) \\\‘ Xany s \1-‘”)_'1‘!', dated as
20,000 ),000 }CIric plant 1s subject t
16,000 00X
15,000 35,000
35.000 35 XX
25,000

14,500




Kansas Gas and Electric Company

Description

Letter of Credit

Expiration Date

Weighted
Average Net
Interest Rate
1985 1984

N
retirement plan for all

INS 084 and 1983w

Actuarial Present Value ot Benetits
at a 7.5% Assumed Rate of Return November 30, 1984

1985 1984 1983

469 4( H




Uperating €

A

irrent

F( era

iget (¢

vt

32,408
4,739

(1,052)

36,005

(4,164)

(656)

(4,82C)

(4,144)
(211)

$32,327

f

r

Proposed Changes to Financial Accounting Standards

Board Statement No. 71 — 1

«

Nuclear Insurance




Kansas Gas and Electric Company

ver the

Issessment
resources

ssessment to the Lomg

for rate

Joint Ownership of Utility Plants:
Company’s { ywnership at December 31, 19585

In Invest
Accum Per
Dates Millions Depr (MW) cent

Service ment In

i

)73

1,390 15 M 47
ith Kansas Ciry Power & Light Company
ith The Kansas Power and Light Company

ind Utilities Corp. and Missouri Public

ower & Light Company

Kansas City
1

ower Cooperative, Ing

represent the Company’s share and are
[he ympany’s share of operating
wre included in the operaung
ts of Income
Quarterly Financial Statistics (Unaudited ):
Nhowsands of Dollars, except per share amounts )
1985
4th ird 2nd Ist
Qtr Qtr. Qrr. Qtr.

115.608 $89 81 ?:*HN“\
I 404

389

\pplicable to
Lommon
\Y'I\L
Average Shares
QOutstanding
Earnings Per
\.‘,‘a,’r
”u'\( ]:1.(!!#"!'. AMOUNTS are unaudited, bu
the Company, include all adjustments, consisting on

recurring accruals, necessary to a fair presentation thereot

Market Prices and Dividend Rates of Common Stock:
High Low Market Price Dividends

Common-NYSE 1985 1984 1985 1984

First Quarter V
Second Quarter
Third Quarter

Fourth Quarter
The Lompany had F ) ) ockl
December 31, 1985

13. Supplementary Information to Disclose the Effects
of Changing Prices — (Unaudited):
The estimates of the effect of inflation on the operation of the

Company, as set forth below, were prepared on bases prescribed
v the Financial Accounting Standards Board's Statement No

313 (FAS 33). "Financial Reporting and Changing Prices” (as

imended). This statement requires adjustments to historical

costs to estimate the effects that specific prices (Current Cost)
have had on the Company's results of operations. This data is not

H\Y(‘!'u!(w‘. O serve as a substitute for earnings '~;-'rYl‘~‘; on a
historical cost basis. It does offer some perspective of the approx
imate eftects ot inflation rather than a precise measurement Of
these eftects

Estimated property, plant ind equipment ( plant ), prim arily

consisting of plant in service and construction ork in progress
prog

was determined for current cost by applying the Handy
't o

Whitman Index of Public Utlity Construction Costs to eacl

ach

: 1
major class of plant. Current COst IS an estimate of the cost of

lata tor

urrently replacing existing plant Ihe resulting adjusted

not indicative of the Lom y'§ future capital require
ments because the act
lace over many

presently existing




SUPPLEMENTAL STATEMENT OF INCOME ADJUSTED FOR CHANGING PRICES

For the Year Ended December 3 >

Operating revenues

’ll('.
P } | ¢
urcnased power
Depreciation
Amortization of nuclear fuel
Other operating and maintenance expense
Income tax expense net
Interest CXPense net

Orther income and deductions
Subtotal

Income from ¢ perations { exe Tu«fmg vt‘\i!h non to net recoverable

Increase in specific prices (current cost) of property
plant and equipment held during the year*
Reduction to net recoverable cost

Eftect of increase in general price level

Excess of increase in general price level over increase in Specifi
prices after reduction to net recoverable cost

Gain from decline in purchasing power of net amounts owed

,\l’

4
"

year-end at net recoverable cost

CUrYent cost of utthiry plant net of acouwmulated depreciation was i\ 241,00x

47, O0K

mulated depreciation for current cost was developed
I

by applying, for each major class of plant, the same percentage
relationshin that existed between ETOSS ;‘1.1.1! ind («\KIH\H‘LIY(H’
depreciation on a historical basis to the respective adjusted plant
\i.ifu

| ‘1‘;’(1 Clation expense was 1« terming \§ P apg !\mg f‘):' Com
pany lepreciation rates to the respective indexed plant
amounts

Ihe regulatory process limits the ( ompany to the recovery of
the historical cost of service in its r ites. Therefore, any excess of
the value of plant under current cost must be reduced to the net
recoverable cost ‘.\?1“;’: i1s historical cost I"\f imount of r‘YAI‘
excess that accrued as a result of inflation in the current year must
be reduced to net recoverable cost

The ( ompan, by holding assets such as receivables prepay
ments, and inventory, suffers a loss of purchasing power during
periods of inflation because the amount of cash received in the
future for these items will pure hase less. Conversely by ho .‘.HIL'

monetary labilities primarily ng-term debt

benetits because the payment in the fut

nominal aollars having less purchasing pon

Current Cost
Average
1985 Dollars
{ Thousands of Dollars)
$ 410,786 $ 410,75¢

103,747 103,747
30,180 30,180
44543 101,673
6,118 6.168
113, 1% 113,100
36,095 36.005

Yy '

!\‘_‘1__ (‘\‘-\‘_

Conventional
Historical Cost

(81,551

313,054 70,234

(81.551)

ost ) $ 97.732 40.552

76,007
(20,162)

116.5865)

(61,020)
45,191

(12,829)

$ 801,362

00, while historical cost or net cost recoverable

significant amounts of long-term debt outstanding which will be
paid back in dollars having less purchasing power and, therefore
tor purposes of these calculations, has a net gain from holding
monetary lhabilities in excess of monetary assets

As allowed by FAS 33, items in the Income Statements, other
than depreciation expense, were not adjusted. The cost of fuel
used in electric production was not adjusted because the effect on
earnings was not material due to the relatnively short rurnover
period between the incurrence of these costs and their recovery
through the fuel adjustment clause

The regulatory process limits the amount of depreciation
expense included in the Company’s revenue allowance and limits
utility plant in rate base to original cost. Such amounts produce

ash flows which are inadequate to replace such property in the

future or preserve the purchasing power of common equity
capital previously invested. While this effect is partially mitigated
by the benefit derived from holding long-term debt, the Com
;".I"'. H.l\.l !‘A(":‘l!f h,‘\"\u““.\"r 1OSS \.\")‘\) .“('\;"7“ {;-Yv‘;" Y '}\(
ommon shareholder and can only be overcome as a result of

adequate rate reliet




Kansas Gas and Electric Company

i FIVE-YEAR COMPARISON OF SELECTED SUPPLEMENTARY FINANCIAI
i ADJUSTED FOR EFFECTS OF CHANGING PRIC ES
|

J

1984

Current cost information

a

i
\
|
\
i
|
!
i General information
i
|
|
i

Auditors Opinion

Management Statement of Responsibility for Financial Statements

{ |




COMPARATIVE ELECTRIC STATEMENTS

Electric Operating Revenues
Resid

tric Operating revenues

Sales in Kilowatthours ( Th
Residentia

warthours soid

Customers at End of Year:

Resid

and Purchased ( Thowand

S )

Average BTU per Net Kilowatthour Generated
Average Fuel Cost per Million BT

Power Resources ( Me awts

¢ it

1985

147,183 $ 14/

100651 S

129,313 1314
4,241

81,
23,

R73
405,261

c e

5,525

410,786

2,063,973
1,629,227
2,694,588
56,817
6,444,605
OK3 9K}

7,428,588

220,516
20,206
4,542
715
245,979
I8
246,017

9.435
$672.85
7.13¢

6,506,528
1,590,515
8,097,043
668,455
7.428.588
11,184
$1.54

2 097

1,612

455

2,252,696
212,440
12,459
2482677
ISO.630

2,132,047

o113

Annual Compound
Growth Rate
5 10

Year Year
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