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CAPITALIZATION AND LIABILITIES

Capitalization:
Patronage capital (deficit) and other equities:
Memberships
Patronage capital (deficit) unallocated
and other equities (ree statement)

Total patronage capital (deficiv)
and other equities

Long-term debt, less current portion

Total capitalization

Liabilities:

Current liabilities:
Accounts payable
Note payable to bank
Payroll and payroll related liab‘lities
Accrued property taxes
Accrued interest payable
Current portion of long-term debt
Other liabilities

Total current liabilities
Other liabilities:
Decommissioning liability
Other liabilities

Total other liabilities

Commitments and contingencies

Total capitalization and liabil:ties

w“’/
December 31,
1990 1889
$ 2,900 § 2,900

(6,788,559) (7,227,251)

(6,785,659) (7,224,351)
235,809,072 ;27,;;1,5;;
209,023,413 230,594,074

4,401,499 4,843,408
531,228 161,749
45,016 54,620
704,152 1,726,784
B97,244 3,346,821
2,665,000 2,855,580
- 2,160,645
9,264,139 4 04
734,278 508,855
514,268 ;75,;71
1,248,546 1,087,426
$239,516,098 $246,831,104
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FANSAS ELECTRIC POWER COOPERATIVE, INC,

STATEMENTS OF PATRONAGE CAPITAL (DEFICIT) AND OTHER EQUITIES

For the Years Ended December 31, 1989 and 1060

Fatronage

Capital (Deficit) Other
Memberships Unallocated Equities Total

Balance, December 31, 1988 §2,800 $(10,835,040)%  §3,285,789 §(7,546,451)*

Capital allocation - 251,531 (251,831) -

1989 net margin (loss) - (701,29%) 1,023,299 322,000

Memberships . 400 v - - 100
Balance, December 31, 1989 2,900 (11,284,808)* 4,057,557 (7,224,351 )%

Capital allocation - 322,000 (322,000) -

1990 net margin (loss) MR S . (782,144) 1,220,836 438,692
Balance, December 31, 1960 $2,900 $(11,744,952) $4,956,393 §(6,785,659)

* Restated for the correction of an error (see Note 3)

The accompanying notes are an integral part of these financial statements.






KANSAS ELECTRIC POWER COOPERATIVE, 1

STATEMENTS OF CASH FLOWS, Continue

Cash flows from financing activities:

Proceeds from issuance of long-term debt
Increase in short-term borrowings
Repayment of long-term debt

Increase in memberships

Increase in other liabilities

Payment of other liabilities

Total provided by (used in)
financing activities

Increase (decrease) in cash and
cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash eyuivalents, end of year

Supplemental disclosure of noncash investing activities:

During 1589, the Cooperative reached agreements with
Kansas City Power & Light Company and Kansas Gas &
Electric Company whereby $896,538 in reimbursable
construction costs previously invoiced to the companies,
and recorded in deferred charges, were reclassified to
net utility plant.

NC.

d

Year Ended
December 31,

1990 1989
s » S 3'(\190000
369,479 156,057
(2,199,932) (1,209,720)
- 100
(64,304) -

- (58,401)
(1,894,757) _ 1,907,036
(4,862,6464) 1,263,100
12,953,722 11,690,622

$ 8,091,258 $12,953,722

The accompanying notes are an integral part of these financial statements,
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KANSAS ELECTRIC POWER COOPERATIVE, INC.

NOTES TO FINANCIAL STATEMENTS

Departures From Generally Accepted Accounting Principles:

Effective February 1, 1987, the Kansas Corporation Commission (KCC) issued an
order to Kansas Electric Power Cooperative, Inc. (KEPCo) requiring th: use of
present worth (sinking fund) depreciation and amortization. As more fully
described in Notes 4 and S5a, such deprecaiation and amortization practices
constitute phase-in plans which do not meet the requirements of FASB No. 92,
"Accounting for Phase-in Plans." The effect of these departures on the
financial statements as of and for the years ended December 31, 1990 and 1989
is to overstate net utility plant by $17,578,058 and $13,228,132, oveistate
deferred charges by 82,415,087 and §1,828,576, understate the deficit in
patronage capital (deficit) by $19,993,145 and $15,056,708, and overstate net
margin by $4,936,437 and $5,146,374, respectively.

f ey of significant Accounting Policies:

a. system of Accounts:

KEPCo maintains its accounting records substantially in accordance with
the Federal Energy Regulatory Commission's chart of accounts as adopted
by the Rural Electrification Administration (REA) and in accordance with
accounting practices prescribed by the KCC, except as described in Note
S5a.

b. Utility Plant and Depreciation:

Utility plant is stated at cost., The costs of repairs and minor replace-
ments are charged to operating expense as appropriate. Costs of renewals

and betterments are capitalized. The original cost of utility plant
retired and the cost of removal, less salvage, are charged to accumulated
depreciation.

Thrcugh January 31, 1987, the provision for depreciation for electric
plant in service was computed on the straight-line method at a 3.442
annual composite rate. Effective February 1, 1987, in accordance with an
order issued by the KCC, the provision for depreciation is computed on a
present worth (sinking fund) method which provides for increasing annual
provisions over the next 25 vyears. The composite rates for the years
ended December 31, 1990 and 1989 were 1.40152 and 1.29512, respectively.
The provision for depreciation, computed on & straight-line basis, of
other components of utility plant are as follows:

Transportation equipment 25 to 332
Office furniture and fixtures 102
Leasehold improvements 202
Transmission equipment 102

Continued
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KANSAS ELECTRIC PPWVEN COORERATIVE, INC.

NOTES TO FINANCIAL STATEMENTS

e emns s

Depreciation expense other than as set forth in the statements of operas
tions is not significant,

Nuclear Fuel:

Nuclear fuel cost is amortized to fuel expense based upon the quantity
of heat produced for the generation of electric power. The permanent
disposal of spent fuel is the responsibility of the Department of Energy
(DOE). KEPCo pays one mill per net kilowatt-hour of nuclear generation
to the DOE for the future disposal service. These disposal costs are
charged to fuel expense.

Investments in Associated Orpanjgations:

Investments in associated organizations consist principally of patronage
capital certificates, capital term certificates and subordinated term
certificates of the Mational Rural Utilities Cooperative Finance Corp.
(CFC). CFC patronsge cepital certificates maturing within a year of the
balance sheet date are reflected as a current asset,

Cash Equivalents:

All highly liquid investments purchased with & maturity of three months
or less are considered to be cash equivalents and are stated at cost
which approximates market,

Short-term Investments:

Short«term investments consist of U.§. Government-backed discount notes
and are stated at coet which approximates market,

Materials and Supplies Inventory:

Materials and supplies inventory for the “olf Creek Generating Station is
stated at cost determined by the average cost method,

Unsmortized Bond lssue Costs:

Unamortized bond issue costs related to the issuance of the floating/
fixed rate pollution control revenue bonds and mortgage notes payable to
the National Rural Utilities Cooperative Finance Corporation are being
amortized using the interest method over the remaining life of the bonds.

Decommissioning Fund Assets/Decommissioning Liabiljity:

At December 31, 1990 and 1989, §$734,278 and $508,855, respectively, has
been collected and is being retained in an interest-tearing trust fund,

Continued
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KANSAS ELECTRIC POWER COOPERATIVE, INC,

NOTES TO FINANCIAL STATEMENTS

¢. Revenue and Expenses for the Period from September 3, 1985 Through
September 30, 1985:

Although the Wolf Creek Generating Station began commercial operations on
September 3, 1985, the KCC ordered KEPCo to accwnulate all revenues and
expenses related to the operation of Wolf Creek for the period from
September 3, 1965 through September 30, 1985 in deferred charges. The
KCC issued an order on February 1, 1987 which allowed KEPCo to recover
these costs over a ten-year period. Annual amortigation of such costs
increascs Over the recovery period.

Deferred Refund:

During 1988, KEPCo received a refund of purchased power costs attributable to
retroactive rate an' fuel adiustments. The KCC ordered KEPCo to retain
$3,880,000 of the retund and to include it in operations equally in 1988 and
1989,

ong-term Debt:

Long-turm debt consists of mortgage notes payable to the United States of
Americs acting through the Federal Financing Bank (FFB), the National Rural
Utilities Cooperetive Finance Corporsation (CFC) and others. Substantially
all of KEPCo's assets are pledged as collateral. The terms of the notes are
as follows:

1990 1989

Mortgage notes payable to the Federal Financing

Pank (FFB) at rates varying from 7.3162 to

$.366%, payable in quarterly installments

through 2018, §133,934,072 $135,50%,008
Mortgage notes payable to the National Rural

Utilities Cooperative Finance Corporation

&t a rate of 10,0281% through December,

1997 and 9.831 thereafter, payable semi-

annually, principal payments commencing in

2003 and continuing annually through 2017, 51,340,000 51,340,000
Mortgage notes payable to the National Rural

Utilities Cooperative Finance Corporation

at a rate of 3.527421 through December, 1997

and 9.332 thereafter, payable semi-

annually, principal payments commencing in

1989 and continuing annually through 2002. 10,700,000 10,925,000

Cont inued
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FANSAS ELECTRIC POWER COOPERATIVE, 1INC.
NOTES TO FINANCIAL STATEMENTS
limitation. In the master multiemployer plan which

all members of NRECA, the
determined or allocated by

accumulated benefits
individual employee

is available to

and plan assets are not
KEPCo has no pension
expense for the plan for the years ended December 31, 1990 and 1989,

Wolf Creek Nuclear Operating Corporation Retirement Plani

KEPCO has an obligatio: to the
Retirement Plan for its six percent
Generating Station, This plan
normally at age 65, In
Security sct of 1974 (ERISA),

funding requirements. Benefits

provides

KEPCo has
under this

compensation, yvears of service and age at retirement.

under
(FASB)

determined
Standards Board

Provisions for pensions are
Financial Accounting

the

Wolf Creek Nuclear Operating Corporation
ownership interest in the Wolf Creek
for benefits upon retirement,
accordance with the Employee Retirement Income
satinfied at least ite minimum
plan reflect the employee's

rules prescribed by

following is KEPCo's portion of the funded status of the plan:

Accumulated benefit obligation:
Vested
Nonvested

Total

Cetermination of plen assets less obligations:
Fair value of plan assets (a)
Projected beneftit obligation (b)

Difference

Reconcilistion of difference:
Contributions to trusts:
Accrued liability
Unamortized transition amount
Unrecognized net gain
Unrecognized prior service cost

Difference
(a) Plan assets are invested in

equity securities, U.S.
vestments,

Government

Continued
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Statement No. 87, The
December 31,

1980 1989
§160,500 8110,57%
77,880 93,607
§238,380  §$204,18)
§ 428,820 § 314,148
(662,040) (527,856)
§(233,220) $£(213,708)
$(105,120) § (67,812)
(152,400) (159,666)
50,160 $0,093
(34,860) (36,623)
$(233,220) 2 708)

securities

insurance concracts, corporaty tonds,
and short«term in.
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KANSAS ELECTRIC POWER COOPERATIVE, INC,

NOTES TO FINANCIAL BTATEMENTS

e e e

(b) Based on discount rate and rate of increase in future salary levels
of B and 6%, respectively,

Long-term rate of return on plan assets of 8% was used.

Components of provisions for pensions:

1990 1969
Service cost $127,680 $112,524
Interest cost on projected benefit obligation 42,240 29,389
Actual return on plan sssets (4,920) (37,181)
Other ~A37,200) 23,370

Total pension expense

§147,900 $128,302

Income Taxes:

At December 21, 1990, KEPCo had wunused net operating loss carryforwards
available to reduce future taxable income and investment tax credit carry.
forwards as follows:

Net Operating Net Operating

Loss Loss Investment
Available Carvyforwards Carryforwards Tax Credit
Through {Book Basis) (Tax Basis) Carrytorwards
1906 § - $§ 7,067,000 § .
1987 - 12,410,000 203
1098 - 17,124,000 886
1996 632,966 21,468,000 1,210
2000 1,977,542 4,443,000 7,732,780
2001 2,885,169 3,827,000 -
2002 1,292,882 4,155,000 -
2003 - - -
2004 - 1,790,000 -
2005 Wi - 1,980,000 .
§6,?88,559 $74,234,000 §7,735,989

The difference between the net margin
statements and the net operating losses
1989 is due primardily to
purposes and expensed for tax

to depreciation expense.

shown in the accompanying financial
for tax return purposes for 1990 and
cperating expenses deferred for financial statement
return purposes and timing differences related

Continued







FANSAE ELECTRIC POWER COOPERATIVE. INC.

NOTES TO FINANCIAL STATEMENTS

maximum assessment per reactor i $63 million ($3.8 million - KEPCo's
share), plus 52 for attorney costs, The owners of Wolf Creek are jointly
and severally liable for these charges, payable at a rate not to exceed
10 million ($600,000 « KEPCO's share) per incident per yvear.

The owners of Wolf Creek also have property damage, decontamination and
decommissioning insurance for loss resulting from damage to the Wolf
Creek facilities in the amount of §2.185 billion., Nuclear insurance
pools provide $1.060 Dbillion of coverage. Nuclear Electric Insurance
Limited (NEIL) provides $1.125 billion. In the event of an accident,
insurance proceeds must first be wused for reactor stabilization and site
decontamination. The remaining procerds from the §2.185 billion
insurance coverage (5131 miliion KEPCo's share), if any, can be used for
property damage up to §122 million (KEPCo's ehare) and premature
decommissioning costs up to §9 million (KEPCo'S share) in excess of funds
previously collected for decommissioning.

The owners of Wolf Creek have also procured extra expense insurance from
NEIL. Under both the NEIL property and extra expense policies the
Company is subject to retroactive assesement if NEIL losses, with respect
to each policy year, exceed the accumulated funds available to the
insurer under that policy. The estimated maximum retroactive assessments
for KEPCo's share under the policies total approximately $879,998 per
year,

In the event of a catastrophic loces at Wolf Creek, the amount of
insurance available may not be adequate for property damages and extra
expenses incurred., Uninsured losses, to the evtent not recovered throuph
rates, would be assumed by the KEPCo and could have & material adverse
effect on the KEPCo's financial condition.

Nuclear Fuel Commitments:

At December 31, 1990, Wolf Creek's nuclear fuel commitments (KEPCo's
share) were approximately $3.4 million for uranium concentrates through
1997, 622.6 million for enrichment through 2014 and 87 million for fabri.
cation through 2014.

Continued
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