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Service Area

KG&E provides electric service to retail
customers in southeast and south central
Kansas including the Wichita metropolitan
area.

Wholesale service is provided to 29
communities and 11 other electric utilities.
The company owns no gas properties and
has no gas operations.

The company has all appropriate
franchises and certificates which are needed
to permit it to provide service. See map on
Page 10.

On The Cover

Providing elecirical service that customers
can rely on is the objective of KG&E and is the
theme of this report,

Hiustrations are by Ted Wuiis of Oswego,
Kansas, and a graduate of Pittsburg State
University located in one of the communities we
serve. Ted is nationally accloimed as a "‘sports”’
artist especially because of his ability to show
the athlete in action totaily involved - - in mind
and body.

We asked Ted to picture members of the
KG&E employee “‘team’’ to illusirate the wide
range of activities performed 10 ensure reliable
service for customers,
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Letter To Stockholders

s the summary shows on the

preceding pages, 1983 was a

successful year for us.

Earnings, net income, revenues

and kilowatthour sales all increased
over 1982. Vigorous cost controls minimized
operating expenses. Common stock
dividends were increased for the 28th time in
4s many years.

The most notable progress of 1983 does
not appear on our financial statements.
That's the progress made toward completing
Wolf Creek Generating Station and bringing
to an end a decade-long program of
building new coal and uranium-fueled
power plants.

Upon completion of Wolf Creek, we do
not anucipate additional generating capacity
construction until well into the 1990s.

Shortly after the end of the year, Wolf
Creek was more than 9% complete.
Primary hydro ests were successfully
completed early in 1984 on a schedule that
should permit the plant to reach commercial
operation in the spring of 1985 as we
announced nearly two years ago. Scheduled
public hearings before the Atomic Safety
and Licensing Board also were completed,
although the ASLB report is not expected
until mid-April or later.

Last summer the Nuclear Regulatory
Commission caseload forecast panel made
public its estimate that fuel load would not
be achieved until April 1985. The panel will
visit the plant again this year and then will
issue a new forecast. Any delay in reaching
commercial operation would increase the
plant’s cost. As with any major construction
project, there is always the possibility of
delays resulting from unknown factors. We
own 47% of Wolf Creek and are the lead
utility responsible for its completion.

As the one remaining project in our long
construction program — and the only one
to use uranium as fuel — Wolf Creek is by
far our most visible undertaking. In addition
to costing less and being built on a faster
schedule than average, there is another
major difference between it and other
nuclear plants under construction. Wolf
Creek is part of the first group of
standardized plants to be built in the U.S. It

is almost identical to the Callaway plant of
Union Electric Company in Missouri.

Since work on Callaway started about six
months before Wolf Creek, we benefit from
the experience there.

Further, two utilities which were
experienced nuclear plant operators were
original members of the standardized group
and directed much of the design,
engineering and procurement. Those utilities
later dropped plans for building their
proposed standardized plants upon the
recommendation of their respective state
commissions. But the two did contribute
much in the way of expeiience and skill.

The need for Wolf Creek still exists.
Although the growth rate of electric power
usage has slowed, severe winter weather late
in 1983 again proved the vulnerability of
fossil-fueled plants to extreme cold. We and
other area utilities were al ‘e to maintain
service in that period of record low
temperature and record high winter demand
largely because many of the region’s
industries had reduced power use for the
holiday season. Even then, only heroic
efforts by many of our employees kept the
power flowing. Frozen coal, frozen gas
wells, and problems suffered by coal-
carrying trains contributed to a near-
disaster. None of these problems are
inherent in nuclear facilities.

Frankly, all types of generating equipment
are subject to potential interruption.
Fortunately, the causes vary. To protect
against interruption, one objective of our
construction program has been to add
diversity to our fuel-use capjacity. After
Wolf Creek is on line, avout 40% of our
capacity will be coal-fueled, 40% gas or oil-
burning and 20% uranium-fueled.

Also contributing to the need for Wolf
Creek is the fact that most of our gas-fueled
plants not only require high priced fuel but
are rapidly nearing the end of their useful
economic life, normally considered to be
about 30 years. Nine of our 12 gas-fueled
units will be near or past that age when
Wolf Creek begins operation,

One problem that goes with starting up
any new power plant is securing proper rate
relief in a timely way. Knowing that Wolf
Creek represents a large investment and will
warrant a significant rate increase, we are
working with Kansas government leaders to
devise a phase-in plan to protect the
interests of customers as well as owners.

As economic conditions improved in
1983, so did our business. Although sales of



electricity to retail customers fell just short
of the 1982 level, the decline centered
almost entirely on one large industrial
’cusmmcr. Excluding this one customer,
industrial sales actually increased in 1983 as
did use by residential and commercial
customers.

Most area industries suffered from the
national recession and only late in the year
were nearing recovery. One measure of the
comeback comes from the area
unempioyment rate which fell from 9.6% in
January 1983 to 4.5% at vear's end. While
this improvement is not fully reflected in
1983 sales, current industrial demand is an
encouraging sign for the future

The effect of an improving economy on
he nation’s electric utilities’ ability to
continue to serve their customers has caused
concern among some forecasters. The U.S.
Department of Energy in 1982 warned that
hortages of capacity could become
pparent by 1990. The central states were
hose believed to be most vulnerable to that
ossible shortage

However, the capacity of our new
enerating plants — all products of the
1970s and 1980s — greatly reduce the
*hance of restricted power supplies being an
impediment to the return of a robust
economy in our service area.

Among the notable events of 1983 was an
invitation to appear at a White House
Conference on Private Sector Initiatives to
iscuss Project DESERVE. We originated
that program nearly two years ago to help
provide funds to pay energy related
expenses for the elderly and handicapped
who did not have access to government
funds.

Vice President Bush, Secretary of Health
and Human Services Margaret Heckler and
other White House staff members took part
in the program.

Working with the Edison Electric Institute
and other trade associations, the White
House arranged the program to recognize
KG&E and four other utilities with priva.e
initiative aid programs and to urge other
utilities to undertake similar programs to
help meet their own social responsibilities.,

Employees’ commitment to excellence was
evident in 1983 when severe weather struck
much of the area at three different times,
forcing employees to work long hours under
adverse conditions. The fact we met
people’s needs with few interruptions is
testimony to employee skill and dedication
and to past planning.

Wilson K. Cadman

W recognize in many ways our
obligations to the area we serve, the people
we serve and to the people who own the
company. We remain committed to
providing reliable service under all conditions.

Please let me know if you have questions
or comments about this report. I'll be happy
to try to answer them for you.

[\)ﬁw kK Caber

Wilson K. Cadman
Chairman of the Board and President

February 24, 1984
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or the 28th time in as many years,

the dividend rate on company

common stock has been increased.

l'he new annual rate is $2.36

per share compared with $2.24
set in 1982, a 5% increase

Earnings per share of common stock were

$3.08, up 8 cents from 1982. The average
number of common shares outstanding for
1983 was 29.9 million compared with 23.5
million for 1982. Allowance for Funds Used
During Construction (AFC) per share was
$2.78 in 1983 compared with $2.81 a year
earlier

Operating Revenues Increase
12%; Operation and Maintenance
Costs Up Only 9%

Operating revenues in 1983 were $393.1
million, an increase of $42.1 million, or
12% over 1982. This resulted primarily from
two retail rate increases granted in 1983
Another factor in the increased revenues
was higher fuel and purchased power costs
paid by customers through fuel adjustments

Residential revenues increased $21 million,
or 17%, to $142 million. Revenues from
industrial customers were $115.4 million, an
increase of $5.8 million, over 1982
Commercial revenues of $89 million were up
$9.7 million, or 12%

or 5%,

Wholesale revenue for sales to other
utilities was $41.4 million, an increase of $5
million, or 14%. Much «f this increase
resulted from high summer demand, with
sales on a short-term basis

Return on average common equity
increased slightly to 15.8% in 1983
compared with 15.5% in 1982.

Net income for 1983 was $107.5 million.
A year earlier it was $84.7 million

Total operation and maintenance expenses
increased only 9% because of stringent cost
controls and scheduling of major
maintenance jobs at power plants.

The largest part of the increase, as in
most previous years, was the cost of
generating fuel and power purchased from
other utilities. Fuel and purchased power
costs totaled $163.9 million, an incrzase of
11% from 1982. he average cost of a unit
of fuel for power plants in 1983 was about
11% higher than in 1982

Maintenance costs of $27.9 million were
down about 4% . The drop was realized even

- — s
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Cost containment measures include tight
budgeting, use of computers and employee
delivery of monthly customer starements

though a severe ice storm caused extensive
distribution system damage

Contributing to the decline was less boiler
and turbine work at La Cygne

Generating Station Unit 1

Payroll in 1983 charged to operation and
maintenance was $27 million, an increase of
7%.

Depreciation in 1983 was $29.9 million,
up $2.6 million, or 10%, from the previous
year. The increase was due mainly to the
completion of Jeffrey Energy Center Unit 3.

Income taxes increased 40% in 1983 over
1982, totaling $40 million. The increase was
mainly because of increased revenues.




As a result of rate increases and strict
ontrol over operating expenses, ating
ncome increased by $7.4 million, or 119
ver 1982, Operating expenses, e»
axes and depreciation, as a percent of
perating revenues declined from 61.5% in
982 10 59.7% in 1983

oner
Pel
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Interest coverage ratios continued to

mprove in 1983. Times interest earned

efore income taxes was 3.12 with AF(

nd
alld

65 without AFC, up from 2.69 and 1.43
espectively in 1982
woO retail rate increases wWere

approved in the first half of 1983

I'he result was increased company
revenues of $34.1 million on an
annual basis

New permanent rates L,\.'\\(I‘... gadd

eariy increase became efrective in April. A
1onth later, rates were increased 6%
eftrey Energy ( Unit 3 begar

rommercial ation. This increase

sollected subject to refund

oper

New Rates Approved
as Jeffrey Unit 3 Begins
Serving Customers

! th the two
omj residential

oth state and

increases,
rates remais below
national averages arnd were,
n the average, the lowest in Kansas. For
xample, in January 1984 our resicentiai
ustomers paid 11% below the national
for 750 kKilowatthours of e eciricuty
7% under the Kansas
pverage. These figures are from a monthly
purvey of the Kansas Corporatior
ommission

verage
"he cost was 10

Rates paid by wholesale customers are
ubject to federal approval and wholesale
ustomers in many cases have taken
advantage of several means to delay
mplementation of needed new rates. At the
end of the year,
ate increases atfecting cooperative and
unicipal customers remained on file |
he Federal Energy Regulatory
ommission. One of these cases was
artially settled in midsummer.
Included in one of the wholesale cases is
pllowance for the cost of construction work
n progress (CWIP). A new FERC rule
ermits limited inclusion of CWIP.

Most wholesale customers are municipaily
ywned electric systems which already have

before

is being

three requests for wholesale

KG&E's Diversified Industrial Revenues
{ Thousands of Dollars)

1983 1982
Energy Production /33% of total)
Petroleum Refining 23,438 § 21,645
Petroleum & Gas Prod 8,008 7,833
Pipeline Pumping 5,298 5.086
Coal Mining 677 908
\Ul‘\k‘uh 37.-‘2! 3<‘4~:
Manufacturing (28% of total)
Aircraft 16,639 15,462
Machinery 8,532 7,254
Metal Fab 4,447 3,886
Other Mfg. Prod 1,953 1,661
Subtotal 31,571 28,263
Natural Resource 122% of total)
Chemical 12,950 17,861
S>and, Stone, Clay
and Cement Prod 8,903 7,752
Plastics 3,501 2,877
Subtotal 25,354 28,490
Agricultural, Food and Kindred
Products (/1% of rotal)
Grain Mill Products 4,752 4,001
Prepared Foods 3.315 2.910
Meat Products 3,563 3,370
Dairy Products 624 561
Subtotal 12,254 10,842
Service Related /6% of roral) 7,243 6,125
Total (Nore) $113,843 $109,!92
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u/: 1983 and 1982 exclude $1,570,000 and $436,000

fuel adjustment clause revenues.

Fuel Cost Data
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In times of emergency, power can be secured
from plants hundreds of miles away. And power
is regularly purchase? from other utilities when

the rate is below our own generating cost.

New

computer systems provide information on power

available and price.

the authority to include CWIP in rates they
charge their customers.

Under Kansas law pasied in 1978, CWIP
is virtually prohibited from inclusion in the
retail rate base. About a third of the
projected final cost of Woulf Creek —
approximately $854 million — represents the
financing costs that conld have been
avoided if plant owners had been allowed to
include CWIP in rates.

Approximately 66% of first quarter
common stock dividends and 74% of
common dividends paid in the other three
quarters in 1983 represented a return of
capital (ROC) or non-taxable distribution.
This followed an 86% ROC in 1982.

The ROC results principally from the
exclusion of CWIP from rate base. A
current return is not earned on CWIP even
though the associated costs of investment
must be paid on an ongoing basis.

See Management's Discussion and
Analysis of Financial Condition and Results
of Operations, Pages 13 - 15, for additional
information concerning rate matters relating
to Wolf Creek.

Year In Review

urchases of electricity by KG&E

retail customers declined slightly in

1983. But residential and commercial

sales increased.

Residential customers increased

use of electricity by 5% over 1982, in part
because of an increased number of
residential customers and, more significantly,
because of severely hot weather late in the
summer and bitter cold in late fall and early
winter. Heating degree days in 1983 were
up 9% from 1982. Likewise, cooling degree
days increased 7% from 1982.

Retail Sales Level Off
Even Though Commercial
and Residential Use Up

Commercial customers — mostly offices
and retail businesses — also used more
electricity. They purchased 2% more than in
1982.

But industrial use was down in 1983 by
5% from the preceding year, offsetting the
gains from the other two customer
categories.

The decline in industrial sales was
consistent with trends nationwide as the
recession continued into 1983. There were
improved industrial sales late in the year as
economic conditions improved, but not
enough to offset the earlier drop.

The area’s diversity — which includes an
economic base built nearly equally on
industry, agriculture and minerals — has
often helped to shield it from economic
extremes. But, the impact of a national
recession hi* our area hard.

T'he Wichita unemployment rate in
August 1982 was 10.1%, nearly equal to the
national rate of 9.8%. By the end of 1983,
Wichita unemployment had dropped to
4.5%, whereas the national rate was 8.2%.
Wichita is the largest city we serve and is the
source of about two-thirds of our husiness.

Actually, the industrial decrease resulted
almost entirely from reduced sales to one
large customer. Sales to this customer were
down sharply because of curtailed
production and use of co-generation. When
the effects of this single customer are
removed, industrial sales actually increased
2%.

The company’s system peak responsibility,
the one hour of the year when retail
customers use the most electricity, increased



to 1,700 megawatts, a gain of 5% over the
preceding year. The all-time peak of 1,758
megawatts was achieved in the summer of
1980. Had industrial demand followed a
normal pattern during 1983, the 1980 peak
would have been surpassed
Average use of electricity by residential

customers for the year was 9,901 kilowatt-

hours compared with an industry average of

8,530 kilowatthours. Average cost for
residential kilowatthours sold was 6.8 cents.
Industry average was 7.2 cents.

Of the company’s total sales in 1983,
residential customers accounted for 29%,
sommercial customers 21% and industrial
customers 34% . Wholesale and other energy
sales accounted for the remaining 16%.

Economically, the company’s service area
njoyed considerable growth in 1983,
particularly late in the year. New housing
starts at year-end were 53% ahead of 1982.
Growth in our service area resulted in an
increase of 3,621 retail customers in 1983.
As of December 31, 1983, the company
served a total of 238,551 retail customers.

Jeffrev Energy Center Unit 3 is the fifth coal-
Sfueled unit added since 1973. The coal units,
ard Wolf Creek nuclear unit nearing
completion, will provide a mix of reliable fuels.

gas fired

ity
¥

As late as 1973 our generation was nearly 100%

G&E invested $263 million in new
facilities during 1983. Most of that
was at Wolf Creek Generating
Station which by vear’s end was
more than 90% complete.

All other 1983 investments were
comparatively minor. But they did inc.ade
improvements in electric transmission and
distribution facilities.

Construction spending in 1984 is
estimated to be $314 million, including $263
million for Wolf Creek. With commercial

Construction in 1984
To Reach $314 Million;
Will Decline in 1985

operation of Wolf Creek planned for 1985,
construction spending will decline to an
estimated $77 million in 198S.

Wolf Creek will be a nuclear station.
Unlike plants using other fuels, Woll Creek
must pass comprehensive federal licensing
processes.

The application for an operating license
was submitted in February 1980. That
milestone neared completion when the
Atomic Safety and Licensing Board
concluded scheduled public hearings

———
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4/ter Wolf Creek Generating Station is
completed, we do not plan to build additionai
gencrating capacity unnil well into the 1990s
February 16, 1984, The NRC could act on

our application by mid-summer.

Bu! there are other federal regulations tc
imeet. Every phase of construction and
preparation for operation is monitored by
the Nuclear Regulatory Commission on a
daily basis. Plant operators must
qualify for federal licenses which require
years of truining and experience. We
oegan iraiming operaiors when construction
began in 1977

Whereas in 1972 the North American
cleciric Rehability Control was predicting
peak demand for electricity to grow at
7.6%, in 1982 th= group forecast a 2.8%
growth rate. This forecast takes into
account active efforts underway to suppress
growth in the pcak load. It's the peak
growith which dictates most of the need for
the new units.

The U. S. Department of Energy and
others say the continucus increase in
electricity demand could icad to a possible

shortage of generating capability in this area
by 1990. We and other utilities are working
to offset this increase in demand with
controls designed to slow peak growth. No
new generating units are planned after Wolf
Creek is complete.

While the need to ultimately replace aging
units will bear on decisions to construc* new
ones, alternatives like rebuilding old
equipment will be thoroughly explored if
fuel is available at a reasonable price and
regulations permit its use.

It is unlikely that any major construction
will be started in the future without being
able to include the cost of construction
work in progress in rate base. The expense
to customers and drain on stockholders of
not having CWIP in the rate base clearly
indicates the impracticality of proceeding
without it

Sources of Energy

Construction Expenditures



s in the past, it was the work of

employees which in many cases made

the vear's efforts a success.

A damaging ice storm early in 1983

assaulted eastern Kansas, causing
extensive damage. Employees from
throughout the system, with help from
neighboring utilities, quickly restored
customer service.

In December, record cold weather swept

into Kansas. While demand for energy
increased, frozen coal greatly reduced the

Nine Employees Recognized
for Life-Saving Actions;
KG&Eers Demonstrate
Commitment

output of coal-fueled power plants. Eighteen
volunteers from our central maintenance
group on Christmas Eve left their homes to
help keep coal moving at Jeffrey Energy
Center. The 18 worked 12-hour shifts
outdoors all through the Christmas
weekend.

Through the vear, overtime was
minimized as a cost control measure. The
hiring freeze initiated in August 1982
continued with some modification through
1983. These cost control measures meant
employees were often required to do other
duties as well as their own.

The hiring freeze resulted in a reduction
of 50 jobs between August 1982 and the end
of 1983. However, the total number of
employees increased from 1,856 to 2,016
during the year as a result of staffing the
nearly completed Wolf Creek Station.

KG&E employees continued to be leaders
in community events. Activities ranged from
such tasks as installing Christmas lights to
being leading supporters of efforts such as
United Way campaigns to providing direct
leadership for youth programs.

Nine employees were honored during the
year for saving the lives of other persons.

One of the national Red Cross’ highest
awards was presented to John Bunn as a
result of first aid he gave that saved the lives
of two persons after an auto accident.

At the annual stockholders meeting, seven
line employees were honored for saving the
lives of co-workers injured in electrical
accidents. In another case, a retired foreman
also saved the life of an individual who
apparently had suffered a heart attack.

In 1983, 25 employees submitted cost
saving measures under the Employees Cost
Reduction Program.

A newly formed Productivity
Improvement Task Force has been
successful in identifying cost reduction
changes. More than 150 employees from
operations groups have participate<. The
task force will remain active as lorg as
effective results are realized.

Training efforts throughout the company
underscore the emphasis placed on
productivity improvement. During the year,
120 middle managers received training in
productivity improvement techniques.
Supervisors and craft training also
emphasized the productivity improvement
theme. Approximately 60% of all employees
were involved in some type of formal
training activity in 1983,

Lost-time accident experience was the
lowest in eight years. This made KG&E
employees among the safest in the nation.

Employees at Ripley Station were honored
for having worked 45 vears without a
disabling accident. That is believed to be the
longest such record for any generating
station in the industry.

Providing reliable electric service to customers
includes working in all kinds of weather.
Evervone understands t':.c! the cbjective is to get
the power back on by working efficiently and
safelv after storm interruptions.
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onserving energy is vital to the future
well-being of the country and is a
sound means of utilizing natural
resources.

There is the moral need to wisely
use the resources available to us. But the
most important reason for many individuals
to conserve energy is that in so doing they
help control the amount of their energy
bills.

The company assists in many conservation
activities, some highly visible, others less so.
For instance, 2,000 home energy audits were
made during the vear. These audits found

Energy Audits, Use
of Efficient Equipment Are
Keys to Conservation

ways homeowners could reduce energy use.

Audits of this kind have been offered to all
residential customers the past two vears. We
now plan to re-offer this service.

Similar audits for small businesses will be
available starting in 1984,

Use of electricity often contributes to
overall energy conservation. Often an
electric device will use less primary energy
than eyuipment or appliances fueled with a
form of energy like natural gas. For
example, the electric heat pump ofter
requires less energy than other forms of
heating including many gas furnaces.
Manufacturing processes also can be made

more efficient by converting some fuels to

electric energy.

Conservation and wise use of energy go
hand-in-hand. A series of workshops on
build-them-yourself storm windows attracted
strong interest. Sessions on passive solar
energy for homes and solar water heating
also attracted a good response.

Formal research including exploring the
use of wind inn Kansas for generation is
being conducted through Kansas State
University coordinated by the Kansas
Electric Utility Research Program.

We also participate with other utilities

nationwide in the Electric Power Research

Institute, seeking through research the
application of alternative energy forms as
well as the means for our industry to
function more efficiently.

umber one objective of our
marketing efforts is to improve
electric plant utilization — load

factor.

Load factor represents the
percentage of available time electric
facilities are fully used. Load factor is a key
measurement oi efficiency. In improving
load factor, the marketing program also
improves overall efficiency of operations.

In a year like 1983, when hot weather
causes unusual seasonal growth in electricity
use during the summer only, most
companies, including ours, suffer from a

Service Area Map

Map Legend

Division Headquarters Cities @

Transmission Lines—

Transmission Lines
Authorized ---

Interconnected Utilities

*Associated Electric
Cooperative, Inc—AEC

*The Empire District Electric
Company—EDE

eKansas City Power & Light
Company—KCPL

*The Kansas Power & Light
Company—KPI

*Oklahoma Gas and Electric
Company—OGE

*Public Service Company of
Oklahoma—PSO

sWestern Power Division of
Central Telephone & Utilities
Corporation—WPD

Generating Stations and

Capability

I Gordon Evans Steam Electric
Station, 507 MW

2 Ripley Steam Electric Station,
88 MW

3 Wichita Steam Electric
Station, 23 MW

4 Murray Gill Steam Electric
Station, 331 MW

§ Neosho Steam Electric
Station, 68 MW

6 La Cygne Steam Electric
Station,* 685 MW

7 Wolt Creek Generating
Station,* 541 MW
(under construction)

8 Jeffrey Energy Center,*
404 MW

* Jointly owned with other
utilities Capability stated
is KG&E allocanion.



declining load factor. Ours dropped from
51% in 1982 to 48% in 1983.

A remedy for the low load factor problem
is to encourage the use of electrical
equipment an-’ appliances at times of the
year when u* 2 is low. In homes, for
example, t} _lectric heat pump can provide
winter hea 2 as well as summer cooling.
When combined with radio activated

Marketing Efforts Designed
To Improve Plant Use;
Economic Development Promoted

switches to control air conditioning peak
use, heat pumps can make an important
contribution to efficient use of facilities and
improved load factor.

In 1983 heat pump sales totaled 1,175
units, 45% more than in the preceding year.
This improvement came in spite or a
downturn in apartment completion, a major
market for heat pumps.

Area industrial development is another
important element of our comprehensive
marketing program. Here we encourage and
assist communities served in efforts to
increase jobs in their area.

An experienced area development
executive has been added to the company’s
staff. Advertising and other techniques are
now being used to help call attention of
business and industry to the advantages of
expanding or locating in our service area.

To expanding companies or new
employers, the area we serve offers many
benefits. For example, Kansas’ business
climate is rated as being in the top ten
nationally.

Survey Results Provide
Profile of Stockholders

Who are the owners — the stockholders of KG&E?

In March and April a list of 18 questions was
mailed to randomly-selected common stockholders. Of
the 25,000 survey forms mailed, about 7,500, or 30%
were returned, representing both stockholders listed
on company records as well as those who hold their
shares in ‘‘street-name."’

Geographical distribution of those responding was
compared to the distribution by state of all
stockholders. This was done as a means of judging
how representative survey returns were of
stockholders as a whole. The geographical breakout
of those returning survey forms and overall
stockholder records is nearly identical.

On the basis of this survey, the following
characterize KG&E stockholders:

o The average stockholder has owned
KG&E stock for 4 years.

¢ The average stockholder holds stock in 10
different companies.

o Stockholders are evenly divided between
men and women.

e Average age Is ab+ &' verrs,

e The majority of ywners in-
dicate that their ir Jtive is
**current income.”’

e More than one-t Iders par-
ticipated in the co 'd reinvest-
ment pilan.

o The average st ut 400
KG&E shares.

o Nearly two-thirds retired ~ill retire

within § years.

« Institudional investors represent less

than .1% of all stockholders and own about
5% of shares outstanding.

¢ Stockholders represent a wide
geographical area, living in all 50 states, the
District of Columbia and numerous foreign
countries. About one-sixth live in Kansas.
And about one-sixth of registered shares
outstanding are held by Kansans.

KG&E employees believe in the people they

serve. For the second year more than 50

employees gave up a Saturday to help weatherize
homes of the elderly. In addition, employee
contributions to Project DESERVE exceed $40,000.
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ore than 5 million new shares of
common stock were issued in 1983
for $101 million. In addition, $157
million of new tax exempt bonds
were issued. An additional $100
million in revolving credit bank loans were
made available in June. Total financing
activity for 1983 was $358 million.

All publicly sold stock issued in 1983 was
sold at or above book value. At year-end
1983, the book value was $20.31 per share.

Helping to hold down the cost of issuing
stock were ‘“‘shelf registration’ rules first

Financings Total $358 Million;
35% of Stockholders
Reinvest Dividends

issued in 1982 and made permanent late in
1983 by the Securities and Exchange
Commission. This gives the company added
flexibility in timing the sale of securities,
The cost of issuance has been reduced about
50% when compared to previous methods.

Pollution control revenue bonds totalling
$157 million were sold. The low interest
rates reflect the tax exempt nature of the
bonds. In June, $70 million in bonds were
sold at a net effective interest cost of 5.5%.
In December, $87 million were sold at a net
effective interest cost of 5.8%.

In 1984, financing is planned to raise $230
raillion and will include debt, preferred and
common stock. No permanent financing Is
planned for at least the next five years,
assuming Wolf Creek is completed on
schedule and the company receives
compensatory rate relief.

Total shares of common stock
outstanding at the end of the year were 31.7
million. Of the 5.3 million share increase, 4
million was the result of new public issues,
and 1.3 million were sold to stockholders
and employees through dividend
reinvestment plans and other purchases.

Since 1975 the number of outstanding
common shares has grown from 4.7 million
to today's 31.7 million. With the windin
down of our construction program in 1985,
this rapid growth in new stock sales is
expected to subside.

The number of stockholders has risen to
68,246, including 4,653 holding preferred
stock, an increase of 7,198 during 1983,
Much of the increase came as the result of
two common stock sales during the year.

~ Year In Review

About 35% of the company’s
stockholders take part in the dividend
reinvestment plan. Through it, dividends are
used to buy newly issued stock each quarter
at a price 5% below the prevailing market.
Additional cash purchases also can be made
at market price through the plan without
paying brokerage fees.

Dividends used to buy newly issued
common stock through the dividend
reinvestment plan are exempt from federal
income taxes up to $750 on individual
returns and up to $1,500 per year on joint
returns. Information about the plan can be
obtained by contacting:

Kansas Gas and Electric Company

Stockholder Records Department

P.O. Box 208

Wichita, KS 67201

Phone: (316) 261-6640

Market Price and Book Value
q(CommnSmk

B NYSE Market Price Range
B Book Value ot Year- End
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Construction Expenditures

The Company has been involved in a
significant construction program dur-
ing the last decade, with construction
expenditures of over $100 million for
each year since 1977. Net additions to
electric plant for the three years ended
December 31, 1983, totalled $658
million. Of this amount, 87% was for
new generating plants. The balance
was for transmission, distribution and
general plant facilities.

In May 1983, commercial operation
began at Jeffrey Energy Center Unit 3,
a coal-fired plant in which the Com-
%y has a 136 megawatt (MW) or

o interest. Wolf Creek Generating
Station, a uranium fueled plant, is the
Company's sole generating facility
under construction, The Company is
project director and will operate the
1,150 MW unit. The Company’s in-
terest in the plant is 405§ MW or 477,

Wolf Creek is presently scheduled
for commercial operation as eerly as
mid-February 1985, based on a mid-
August 1984 fuel load target date.
However, the Nuclear Regulatory
Commission’s (NRC) caseload forecast
panel, which incorporates a wide base
of industry experience, estimates fuel
load eight months later than the Com-
pany's target. If this diffciential is ac-
tually experienced, the commercial in-
service date could be lengthened. In ad
dition, licensing proceedings, other
NRC actions, litigation and other
events could further delay commerqial
operation,

Of Fieac Condiin i el O Cpetions

The Wolf Creek operating license
hearings before the NRC's Atomic
Safety and Licensing Board com-
menced on January 17, 1984, To date,
two individuals and two organizations
have intervened in opposition (0 the
license application. Although the dura-
tion and results of these hearings can-
not be predicted, the Company does
not foresee that they will delay the
commercial operation of the plant.

The November 1983 estimated costs
for Wolf Creek, including the educa-
tion center and substation, were $2.67
billion, with $1.91 billion expended as
of December 31, 1983, The Company's
47% share of the estimated cost of
Wolf Creek is $1.23 billion or $2,268
per kilowatt, with $923 million expend-
ed as of year-end 1983, Any delay in
vommercial operation of Wolf Creek
would result in an increased cost to the
Company of approximately $24
million per month, including allowance
for funds used during construction
(AFC). The completed cost estimate
for the unit assumes annual inflation
ranging from 4.6% 10 6.0% and a net
rate of 10.0% for the AFC. Table | on
Page 14 shows actual expenditures and
AFC in 1981 - 1983 and estimates for
1984 - 1986

Projected total Company construc-
ton expenditures including nuclear
fuel costs are $491 million for the years
1984 through 1986, These expenditures
are expected to peak in 1984 and
decline sharply thereafter. The Com-
pany has no present plans for the con-

struction of additional generating
capacity upon completion of Wolf
Creek,

Liquidity and Capital Resources

Increased internal cash generation,
improved coverage of interest and divi-
dend requirements, the sale of com-
mon stock above book value and a
stronger capital structure are long-term
,onls toward which the Company's

inancial policies are directed. Achiev-

ing these goals should result in an im-
provement in the Company's first
mortgage bond ratings from their pre-
sent levels of 9, Baa 3 and BB+ by
Duff and Phelps, Moody's and Stan-
dard & Poor’s, respectively.

Since 1978, Kansas law has virtually
precluded the inclusion of Construc-
tion Work in Progress (CWIP) in the
rate base upon which customer’s rates
are set, Since Wolf Creek represents a
significant investment, the investment
in CWIP has become increasingly
large, and as of December 31, 19583,
represented 135% of net electric 1
in service. Cash is not generated from
this investment, thus the construction
program has required cash expend-
itures far in excess of internally
generated funds, as shown in Table 2
on Page 14,

The Company's long-range objective
is 10 secure at least of total capital
requirements from internally generated
sources. The maintenance and im-
provement of financial flexibility is
also a key objective. A long-term goal

Management Statement of Responsibility for Financial Statements

The nanagement of Kansas Gas and Electric Company is responsible for the financial statements, notes thereto, and other
information in this report. The accompanying financial statements have been prepared by management in accordance with
gomuuy accepted accounting principles consistently u:plud. The accounting system is in accordance with the Uniform

em of Accounts prescribed by the Federal Energy

yst
Kansas.

The integrity of the accounting records
re‘uhr basis by the internal audit staff of
policies and procedures which provide the necessary gu:

the Company.

egulatory Commission and the State Corporation Commission of

is upheld by a cmprm;: isym of lmc;‘n;l accounting m;oll. u:'mmd ona
system of internal control is complement a set
idance needed to institute effective internal control. FE—

The Board of Directors maintains its oversight responsibility through an Audit Committee, consisting of three outside

directors. The Committee meets with Management, the Internal Auditors,
review of matters relating to the Company's financial reporting;
system of internal accounting controls;

-y udlholwmommhmn:téuvmm
t ompany's Internal t Program; t ompany's
and services ol the Independent Auditors. The Committee meets with the auditors

without management presznt in order to assure independent treatment of matters brought to its attention. The Committee also
recommends to the Directors the selection of Independent Auditors.

Wichita, Kansas
January 31, 1984

Howard J. Hansen
Group Vice President - Finance



Table |

Nuclear Generation (Wolf Creek)
All Other Construction

Total Construction
Nuclear Fuel

Total
Less: AFC

Net Construction Expenditures

Table 2

Net Construction Expenditures
Add: Sinking Fund and Debt
Maturities

Total Capital Requirements

Sources of these capital requirements
have been as follows:
External
Internal .

Total Sources

is to maintain a capital structure of ap-
proximately 45% common uity,
45% debt and 10% preferred stock. As
of year-end 1983, the respective ratios
were 41%, 49% and 10%. In addition,
efforts will continue toward re-
establishing higher ratings on the Com-
pany's securities.

Construction expenditures are
typically financed initially with short-
term borrowings and are then refi-
nanced by sales of long-term debt,

eferred stock or common stock.

les of securities, net of refundings,
for the 1981 - 1983 period included
$273 million of long-term debt, $42
million of preferred stock and $246
million of common stock. Financings
during 1984 arc estimated at ox-
imately $230 million, inclum 2
m.ilion shares of common stock ex-
1o be sold in March and at least

100 million of bonds. The types,
amounts, and timing of other financ-
ings will upon cash re-
quirements market conditions.

The Company intends to apply for a
rate increase to the KCC in the summer
of 1984 to become effective at
the time Wolf Creek is placed into
commercial operation. This rate in-

O 'm “‘.‘“:: 3‘“3:3!&!1«»«.»4)

1981 - 1986 Construction Expenditures

1981 - 1983 Capital Requirements

o Actusl Estimated
{ Thousands) { Thousands)
1981 1982 1983 1984 198§ 1986
$111,457 $171,412 $217,692 $263,009 $37,270 ¥ s
61,685 57,126 46,210 50,822 40,202 ~ §9,508
173,142 228,538 263,902 313,831 77,472 59,508
14,008 22 (38 9,573 18,270 11,881
187,150 228,311 262,520 323,404 95,742 71,386
60,101 66,117 83,143 107,683 18,653 114
$127,049 $162,194 $179,377 $215,721 $77,089 $71,272
As with any rate increase, the Com-
Actual pany has no assurance as to the
T (Thousends) amount or timing of rate relief it may
1981 1982 1983 be granted by the KCC or by the
Federal Energy Regulatory Commis-
$ 127,049 $ 162,194 $ 179,377 sion (FERC) with respect to Wolf
Creek. Because of the magnitude of the
off &8 dif Sr=SE s
128 1 5 may expected. Failure to ve
i adequate and timely rate relief with
m:‘ect lo‘ “.’:lf Creel;rwould have h:
substantia verse effect u t
9‘;:8"' 92,':% 'mog" financial condition of the Company
7000 % 100.0 % 100.0% and its results of operations.

crease is required: (1) to recover all
costs related to Wolf Creek, (2) to true-
up the 1983 interim rate increase on
Jeffrey Energy Center Unit No. 3 and
(3) to recover other increased costs. To
moderate the impact on customers of
this large rate increase, the Company
has proposed to phase-in the full rate
increase in five annual steps, com-
mencing on the date Wolf Creek begins
commercial operation. The phase-in
plan would be designed to provide a
fair and reasonable return on the Com-
pany's total rate base, including de-
med charges, during the phase-in

The exact amount of each step of the
rate increase is uncertain at this time.
Fovthcpwponollllovh’thcltcc
to compare the Company’s phase-in
proposal to a one-time rate increase,
the Company estimated that a $327
million one-time rate increase would be
required. This is 84% of budgeted |
operating revenues. The phase-in
proach as presented reflected incr
previous year's operating
revenues of 39.4%, 10.2%, 8.
7.7% and 8.4%. These illustrative in-

3588

|
|
|

Proposed laws currently pending
before the Kansas legislature address
phased-in rates and the extent to which
reserve generating capacity could be in-
cluded in rate base. Upon commercial
operation of Wolf Creek, the Com-
pany aniicipates having reserve cnrcl
ty above its peak responsibility o m
%roximntdth'o durip. 1985,

ompany supporti I?ulwon
which would permit the KCC to
authorize the Comrny'l phased-in ap-

roach. The Kansas House of

tatives is considering a bill

which could severely restrict the

amount of rate increase with respect to
the plant.

The Company also intends to make
application to the FERC for rne in-
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tually unchanged f 1 1982 levels
Although residential and commercial
sales increased by 5¢ 2%, respec
tively, industrial es remained
depressed for the ye sting a 5%
decline. A warmer than normal sum
mer helped boost residential and com
mercial sales. However, the lingering
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average share of common stock
$3.08 in 1983, up from $3.00 in

85 in 1981. The earned

On average common equity was

in 1983, 15.5% in 1982 and 14.5% in

i
-

ind $

1981. The indicated year-end dividend
rate increased at an annual compound
te of 6% from $2.12in 1981 to0 $2.36

1983

Impact of Inflation and Changing
Prices

Inflation has had a continuing im
pact on the Company. A discussion of
its effects 1s included in Note 13 of the
Notes .0 Financial Statements
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Kansas Gas and

STATEMENTS OF INCOME

For the Years Ended December 31

Operating Revenues (Note 2)

Operating Expenses:

Fuel

Purchased power - net

Other operation

Maintenance

Depreciation

laxes - other than income taxes

Income Taxes (Note 9)

lotal operating expenses

Operating Income

Other Income and Deductions’
Allowance for other funds used curing construction
Equity in earnings of subsidiary companies (Note 7)
Miscellaneous - net
Incomc 1axes - net (Note 9)

lotal other income and deducticns
Income before Interest Charges

Interest Charges:
Interest on long-term debt
Other interest
Amortization of debt premium, discount and expense - net
Allowance for borrowed funds used during construction
Total interest charges - net
Net Income
Preferred Stock Dividends

Earnings Applicable to Common Stock

average Shares of Common Stock Outstanding
Earnings Per Share of Common Stock

STATEMENTS OF RETAINED EARNINGS

For the Years Ended December 31

Balance at Beginning of the Yeer
Net Income

lotal

Deduct:
Cash Dividends
Preferred Stock (at prescribed rates of each series
Note 5)

Common Stock 2.27 in 1983; $2.15 in 1982; $2.06 in

1981
Capital Stock Expense
Total
Balance at End of the Year

See notes to financial statements

16

1983

$ 393,053

27,871
29,919
15,078
39,903

319,701
73,352

63,068
1,400
659
(1,061)
64,006

137,418

65,948

3,031

768
(39,867)

29,880

107,538
15,511

$ 92,027

29,912,327
$ 3.08

1983

$ 134,544
107,538

242,082

15,511

68,572
189

84,272
$ 157810

Electric Company

1982

{ Thousands of Dollars)

$ 150,937

128,043
19,587
39,179
29.064
27,288
13,419
28,447

285,027
65,910

46,948

1,327

A7
(893)

47,759

113,669

61,650
4,508
916
(38,068)

29,006
84,663
14,142
70.521

23,503,302

$ 1.00

1982

(Thousands of Dollars)

$ 116,949
84 663

"M A1
201.612

1981
113,093

127,748
11,860
35,658
27,173
26,578
12,610

8,992

250,619

62,474

28,574

1,527
(785)
29,316

91,790

42,942
13,697
703
(31,527)
25 815
65,975
12,915
_33,060

18,631,479
s 2.8

1981

$ 102.864
65,975
168,839

12,915

38,595
380
51,890
§ 116,949




BALANCE SHEETS, DECEMBER 31, 1983 and 1982

ASSETS
Electric Plant - at Original Cost (Note 6):
Plant in service
Less accumulated provision for depreciation
Net plant in service
construction work in progress
Nuclear fuel
l'otal electric piant - net
Other Property and Investments:
Investr nt in subsidiary companies (Note 7
Special interest accounts - Flexible Demand ser
Other
lotal other |
Current Assets:
Cash
}L':I.;‘-
Specia
Account
Fuel - at average cost
Materials and supplies - at
Prepayments and other current
Total current
Deferred Dubits:
Unamortized debt expense
Other
lota
lotal

CAPITALIZATION AND LIABILITIES
Capitalization:

Common stock, without par value, authorized 50,000.000 and 35,000,000 shares.

yutstanding 31,671,966 and 26,412,589 shares, respectively

1ungs (Note 6)
1-in caputal (Note 4)
stock equity
xk - redemption not required (Note 5)
redemption required (Note §)
debt (Note 6)
capitalization
Current Liabilities:
Short-term borrowings (Note 3)
Securities due within one year (Note 5 and 6)
Accounts payable
Customers’ deposits
laxes accrued
Interest accrued
Dividends declared
Other current liabilities
Total current liabilities
Deferred Credits:
Accumulated deferred income taxes
Accumulated deferred investment tax credit
Customers’ advances for construction
Other
l'otal deferred credits
Reserve for Injuries and Damages
Commitments and Contingent Liabilities (Notes 2 and 10)
Total

See notes to financial statements

1983 1982

Thousands of Dollars)

965,268 856,632
265,739 245,886
699,529 610,746
946,749 799,990
10,925 12,307
1,657,203 1,423,043

13,684 14,010
14,789 —
191 173

28,664 14,183

1,917 2,537
— 4.700

— 4 887
42,474 24,035
27,801 24,922
8,329 8,770
1,192 1,076
70,927

5,535
1,829
7,364
$1,515,517

484,405 $ 383,781
157,810 134,544
959 857
643,174 519,182
63,701 63,701
95,000 95,855
753,242 613,781
1,555,117 1,292,519

9,000 -
73 50,500
69,030 45,016
2,176 2,015
9,489 6,786
15,957 16,336
— 3,905
133 165
105,858 124,723

82,970 69,053
30,642 26,390
2,285 1,825
485 397
116,382 97,665
875 610

$1,778,232 $1,515,517

17




Kansas Gas and Electric Company

STATEMENTS OF SOURCES OF FUNDS FOR CONSTRUCTION

For the Years Ended December 31

Sources of Funds
From Operations
Net income
Non-cash charges (credits) to net income:
Depreciation
Deferred income tax and investment tax credit
Allowance for funds used during construction (AFC)
AFC credits on KEPCo advance
Other §

in business

1 debt proceeds
redemption
{OCK
n subsidiary company
pecial interest

lecrease) in short

reserve accounts
term borrowing
s from financing

Advance - KEPCo

1 ’ 't re 1 » t
) CFC tor o’s credit or credited to

1983 1982
{Thousands of Dollars)

$ 107,538 $ 84,663 $ 65,975

29919 ,288 26,578

36,993 ,083 6,053
(102,935) 016)

(60,101)
, 9,821
768 916 703
72,283 934 49,029
84,083 66,395 51,510
(11,800) 461) (2,481)

139,787 ,095
(51,343) ,202)
- ,000 30,000
100 624 170 16,008
- 500) o
(15,045) -
9,000 175) (20,875)
183,023 988 211,796
5,000

167,709
(1,046)

(69,500)
(24,028)
(88,528)

working capital (other than short-term

1 » i Mar > 4\ » r
€S due within one vear)

\ net
Total Funds Used for Construction (excludes A¥FC)

See notes (o financial statements

5,507 : (1,428)
4.700 . (10,000)
(18,439) . 2,731
(2,554) / 3,808
24,014 6,910
(1,452) : (2,431)
11,776 . (410)
(3,622) 6,672

$ 179,377 $127,049

NOTES TO FINANCIAL STATEMENTS

1. Summary of Significant Accounting Policies:

System of Accounts The Company is subject to the
jurisdiction of the State Corporation Commission of Kan
sas (KCC) and the Federal Energy Regulatory Commission
(FERC) and maintains its accounts in accordance with the
iniform system of accounts prescribed by these regulatory
commissions. As a regulated utility, the accounting prin
ciples applied by the Company differ in certain respects
from those applied by non-regulated business

Electric Plant 'he Company performs a portion of its
construction work and capitalizes general overhead and
engineering expenses related to construction projects

18

Maintenance and repairs of property and replacements and
renewals of items determined to be less than units of pro-
perty are charged to operating expenses. The cost of units
of property replaced or renewed, plus removal costs, less
salvage, is charged 10 the accumulated provision for
depreciation, and the cost of related replacements and
renewals is added to clectric plant. Betterments are charged
to electric plant

Nuclear Fuel — The cost of nuclear fuel in process of
refinement, conversion, enrichment, and fabrication is
recora.d at original cost. The account has been credited
for the proceeds received to date from a settlement agree-
ment with Westinghouse Corporation




Allowance for Funds Used During Construction —
Allowance for funds used during construction (AFC), a
non-cash item, is defined in the applicable regulatory
system of accounts as the net cost during the period of con
struction of torrowed funds used for construction pur-
poses, including nuclear fuel and a reasonable rate on
other funds when so used. This allowance has been added
to all major construction projects with semi-annual com-
g pounding. Effective May 1, 1982, upon receiving approval
irom the FERC, the Company adopted a policy of up-
dating its AFC rate monthly. The annual average net AF(
rate for 1983 and 1982 was 9.81% and 9.72%, respectively
For 1981, AFC was capitalized at a gross rate of 11.2% for
January through September and 12% for October through
December

i Depreciation For accounting purposes, the Company
Pl is depreciating the original cost of property by the straight
line method over its estimated remaining service life as
determined by independent engineers. Depreciation provi-
S10n stated as a percent of original cost of depreciable pro-
s perty was 3.3% for 1983 and 1982 and 3.4% for 1981

Ssnmems Tas '
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LS _\Il\u;Ll\‘\H. Ji HLOLC aADT) tnec
s ompany (1, uses liberalized depreciation for additions for
21973 through 1980 and ACRS beginning in 1981, and (ii)
urilizes other tax benefits as permitted by the Internal
Revenue Code, consisting principally of differences in
straight-line depreciation and the deduction currently for
interest and taxes capitalized for book purposes. Deferred
taxes are provided for such items as approved by the ap
propriate regulatory commission and as required by the In
ternal Revenue Code. For 1981 AF( recorded in Electric
g Plant on a gross basis. Under the gross basis the income
tax effect on the borrowed funds portion of the AFC is
M capitalized for financial reporting purposes. Effective
January 1, 1982 in connection with an order from the
KCC, AFC is recorded in Electric Plant on a net basis with
an amount equivalent to the income tax effect on the bor
§rowed funds portion of the AFC charged to deferred taxes
under operating expenses and credited to AF(

I'he Company defers and amortizes the investment tax
gmcredit over the life of the applicable property, in accor
dance with an order of the KC(

Revenues — Operating revenues and accounts receivable
include amounts actually billed for services rendered and
fuel adjustment clause variances. The Company does not
accrue an estimate for unbilled revenue

Fuel Adjustment Clause Revenue The Company’
rate schedules include a fuel adjustment clause which per-
gmits current recoveries of fuel costs on an estimated basis
The variances between actual and estimated are cleared
I two months after they are recorded as an adjustment
iAM through the fuel adjustment clause

Accounts Payable Accounts payable includes checks
written in amounts exceeding the balance of funds held in
gdcertain bank accounts pursuant to an agreement between
glthe Company and the bank

2. Rate Matters:

State:
BN On Decrmber 31, 1981, the KCC granted a 19.61% retail
g rate increase to the Company. The increase became effec
tive on January 15, 1982

On August 13, 1982, the Company filed with the KC(
for a retail rate increase in the amount of $48.0 million an

nually, or approximately 14%, utilizing an adjusted test
year ended March 31, 1982, The filing provided for rates
of return of 18.5% on common equity and 13.07% on rate
basc. An order was issued on April 8, 1983 granting the
Company $15.2 million, with rates of return of 15.5% on
common equity and 11.52% on rate base. The increase
became effective April 25, 1983

On March 15, 1983, the Company filed an interim retail
rate increase with the KCC in the amount of $28.0 million
annually or approximately 8.6%, utilizing a test year end-
ed December 31, 1982. After the April 8, 1983 order was
issued, the interim rate increase request was amended
downward to $20.3 million annually, or approximately
6%. The request included the estimated investment for Jef-
frey Energy Center (JEC) Unit 3, which commenced com-
mercial operation on May 27, 1983. The KCC granted an
$18.9 million interim rate increase, subject to refund, ef
fective May 28, 1983. Under the procedural guidelines
issued by the KCC, the rates are based on a return on com-
mon equity of 15.5% and a return on rate base of 11.37%

For the year ended December 31, 1983, approximately
3ii.3 miilion of revenues were coiiected subject to refund
under the interim rate filing above

Federal:

In February 1980, the Company filed with the FERC for
an increase in rates to certain of its municipal customers
for an additional $2.2 million on an annual basis. On Oc-
tober 4, 1983, FERC issued an opinion awarding $1.8
million of the requested annual increase

On January 28, 1982, the Company filed initial rate
schedules with FERC to provide service to Kansas Electric
Power Cooperative, Inc. (KEPCo). These rates were per
mitted to be placed into effect, subject to refund, on
February 1, 1982. On November 4, 1983, FERC rejected a
proposed settlement agreement in this rate case. Settlement
negotiations have resumed but no procedural dates have
been set

On March 30, 1982, the Company filed with FERC for
an increase in rates to KEPCo and certain municipalities.
his request represents a $2.1 million annual increase in
wholesale revenues. On August 1, 1983, FERC accepted a
settlement agreement between the Company and its
municipal customers providing for an annual increase in
revenues of $0.2 million. The remaining pertion of this re
quest is being collected subject to refund. A hearing was
held in late April 1983 and the rate case is still pending

For the years ended December 31, 1983 and 1982,
approximately $3.0 millicn and $1.9 million, respectively,
of revenues were collected subject to refund under the two
1982 FERC rate filings described above

On July 15, 1983, the Company filed an application with
FERC for a wholesale rate increase in the amount of $4.1
million annually or approximately 14%, utilizing a pro-
jected test year ended June 30, 1984. The application was
subsequently amended on October 26, 1983 to $4.0
million. The request included the investment for JEC Unit
3 and allowable construction work in progress. The filing
provided for rates of return of 16.9% on common equity
and 13.22% on rate base. Although the Company re-
quested the rates to be effective September 30, 1983, FER(
suspended the rates relating to transmission services by one
day and the rates on firm power sales until February 29,
1984
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3. Short-Term Borrowings:

At December 31, 1983 and 1982, bank credit ar-
rangements on a short-term basis have been authorized by
FERC up to $100 million. The Company has bank credit
arrangements for this amount. The Company draws upon
these sources to meet short-term cash requirements
Average interest costs are based upon daily average
outstanding loan balances. The maximum amount
outstanding during 1983 and 1982 was $59,000,000 on
December 20, 1983 and $79,200,000 on August 31, 1982,
respectively. The weighted average interest rate, including
fees, was 11.3% for 1983 and 14.1% for 1982

4. Common Stock and Other Paid-in Capital:
Changes in Common Stock were as follows
Shares Amount

(Thousands
Authorized  Outstanding of Dollars)
Balance
January 1, 1981
Additional shares
sold 2,000,000 27,440
Employees Stock
Purchase Plan
Employee Stock
Ownership Plan
and Dividend
Reinvestment
Plan
Additional shares
authorized
Balance
December
31, 198] ) 19.507.086
Additional shares
id 000,000
Employee Stock
Purchase Plan
and Dividend
Reinvestment
Plan 905,503

20,000,000 16,890,057 $238.401

Balance
December
11, 1982 15,000,000 26,412,589
Additional shares
soid 000, 000
Employee Stock
Purchase Plan
Employee Stock
Ownership Plan
and Dividend
Reinvestment
Plan
Additional shares
authorized 15,000,000
Balance
December
11. 1983 S0, 000,000

11,671,966 $484,405

The Other Paid-In Capital represents the cumulative
gain on the reacquired preferred stock and premium on in
tial sale of preferred stock

§. Cumulative Preferred Stock:

December 31,
1983 1982 Call Price
( Thousands of Dollars) (At
December
i1, 1983)
Redemption not
required except
at the Company’s
opuion
4-1/2%, $100 par
value; authorized
and outstanding,
82,011 shares $ 8,201 $ 8, $110.00
Serial, $100 par
vaiue; authorized,
255,000 shares
4 287 senes, out
tanding 45,000
shares : 101.00
4.32% series, out
standing 60,000
shares . 101 .64
44% sernies, out
inding 150,000
nares | ) 104,95
Serial, v 1thout par
value (ivote)

S\ 66 series, out

30,000 0 106.50
$63,701

Redemption required:
Senal, without par
value (Note)
(: 42 series, out
standing 602,914
and 634,219
nares
respectively $15,073
$8.12S series, out
standing 100,000
nares 10,000
$8 .00 series, out
standing 150,000
shares 15.000 , —

$8.2S5 senes, out

standing 100,000

shares 10,000 ' 104 58

$15.50 series, out

standing 300,000

shares 30,000 , 111.63

$13.25 series, out

standing 150,000

shares 15,000 15,000 none
Subtotal 9.‘,“7,‘ 9(,'(((

l.ess: Securities due

within one year 73

Total $95,000 $95 855

Note: Serial Preferred Stock without par value, 6,000,000
shares authorized

The Company issued Serial Preferred Stock, without par
value, in the amount of 150,000 shares of the $13.25 Series
in September 1982, which may be redeemed on and after
October 1, 1987 at $100 plus unpaid accumulated
dividends. The dividend rate on the $13.25 Series will be
$13.25 through September 30, 1987, From October 1, 1987
through September 30, 1992, the rate will be determined by
a formula which is based on an average prime interest rate




in the year ended September 30, 1987. The Company
issued Serial Preferred Stock, without par value, in the
amount of 300,000 shares of the $15.50 Series in “March
1981.

The following preferred stock may not be redeemed
prior to the date shown below through the use, directly or
indirectly, of the proceeds of indebtedness or of the is-
suance of stock of equal or prior rank, at an effective cost
to the Company of less than the amount shown (except in
the case of the $2.42 and $8.25 Serial Preferred Stock for
mandatory or optional sinking fund purposes):

Series Date Effective Cost
$ 2.4 March 1, 1985 9.68 "%
$15.50 March 1, 1986 15.50 %
$ B.125 April 1, 1988 8.125%
$ 8.25 July 1, 1989 8.25 %

The mandatory sinking fund obligations for the various
Series are:

Annual
Period Number of Shares

Sertes  _ommencing  Completion  Minimum Maximum
$ 242 spril 1, 1980 April 1, 1999 40,000 80,000
$ 8.125 April 1, 1989 April 1, 2018 i 6,666
$ 8.00 March 28, 1985 — 150,000 —
$ 825 July 1, 1986 - 20,000 —

July 1, 1987 - 50,000 -

July 1, 1988 — 15,000 —

July 1, 1989 — 15,000 —
$15.50 April 1, 1987 April 1, 1991 60,000 -

$13.25 October 1, 1988 October 1, 1992 30,000

Amounts related to shares to be redeemed within the
next year have been shown as a current liability. Purchases
of the $2.42 and $8.125 Series in ex _¢ss of the minimum
can be used to satisfy future minimum requirements.

All of these redemptions will be made at stated value
plus unpaid accumulated dividends.

6. Long-Term Debt:

December 31,
1983 1982
( 1 housands of Dollars)
First Mortgage Bonds:

3.5/8% series, due 1983........ § — $ 10,000
6-1/2% series, due 1983. .. ... .. — 15,000
7-1/4% series, due 1983........ - 25,500
3-2/8% series, due 1985. . ...... 10,000 10,000
3-3/8% series, due 1986. .. ... .. 7,000 7,000
16-1/4% series, due 1987....... 30,000 30,000
4-5/8% series, due 1991........ 7,000 7,000
14-7/8%; series, due 1987-1991.. 30,000 30,000
5-5/8% series, due 1996........ 16,000 16,000
16% series, due 1996. ... ....... 25,000 25,000
B-1/2% series, due 2000. . ...... 35,000 35,000
8-1/8% series, due 2001. . ...... 35,000 35,000
7-3/8% series, due 2002. . ...... 25,000 25,000
6.8% series, due 2004 . . . ... .... 14,500 14,500
9-5/8% series, due 20058........ 40,000 40,000
8-3/8% series, due 2006........ 25,000 25,000
8-1/2% series, due 2007, ....... 25,000 25,000
6% series, due2007............ 10,000 10,000
5.7/8% series, due 2007....... 21,940 21,940
8-7/8% series, due 2008, .. ..... 30,000 30,000
Securities held by Trustee. ... ... —_— (374)
Total First Mortgage Bonds. . . 386,440 436,566

Guarantee of pollution control
revenue bonds —
5-3/4% series, due 2003........ 15,000 15,000
Flexible Demand series, due 2013 70,000 -
Flexible Demand series, due 2013 87,000 -
Securities held by Trustee —

Flexible series. ... ............ (17,842) -
16-3/4% promissory note,

T 39,400 39,400
Credit agreement. ... ........... 50,000 50,000
Bankers acceptance agreement... 23,000 23,000
Revolving bank loan, due 1990. .. 100,000 100,000
e 255 3i6
Unamortized premium and

discount — net............... (11 (1)

Total Other Long-Term Debt. . 366,802 227,715
Subtotal .. .......o000ihinnis 753,242 664,281
Less: securities due within one year — 50,500
i e 8753!242 $61 3!78 1

Required redemptions for 1985 through 1988 amount to
$60,000,000, $32,300,000, $38,300,000, and $8,300,000,
respectively, There are no requirements in 1984. The
redemption requirement for 1988 would be increased to in-
clude both Flexible Demand series in the event that the ir-
revocable letter of credit agreements are not extended or
other arrangements for collateral are not made.

First Mong:ge Bonds may be issued in additional
amounts, limited only by pr:'perty. earnings and other pro-
visions of the Company's Mortgage dated as o1 April 1,
1940, as supplemented (Mortgage). Electric plant is subject
to the lien of the Mortgage except for transportation
equipment.

The Mortgage contains provisions which, under certain
conditions, restrict distributions on or acquisitions of the
Company’'s Common Stock. At December 31, 1983 and
1982, none of the retained earnings werc restricted thereby.

The 6.8% series due 2004, 6% and 5-7/8% series due
2007 are pledged as collateral for Pollution Control
Revenue Bonds issued by Kansas municipalities.

Proceeds from the sale of $70,000,000 Flexible Demand
Series, due June 1, 2013, were used to refund the 6-1/2%
and 7-1/4% Series due 1983 and also were invested by a
trustee pending application to additional costs of pollution
control facilities. In addition, certain proceeds are held by
the trustee in special interest accounts which are pledged
for debt service. This series was issued with the collateral
of an irrevocable letter of credit which expires on June |,
1988. The letter of credit agreement permits extensions on
an annual basis upon mutual agreement of the bank and
Company. The interest rate on this series is subject to
change weekly determined on the basis of prevailing
market rates for debt instruments of like quality. The
weighted average net interest rate was 5.5% for 1983,

The major portion of proceeds from the sale of
$87,000,000 Flexible Demand Series, due December 1,
2013, were used for costs of existing pollution control
facilities. Other proceeds were deposited with a trustee and
invested ing construction of additional pollution con-
trol facilities. remaining proceeds are held by the
trustee in special interest accounts which are pledged for
debt service. This series was issued with the collateral of an
irrevocable letter of credit which expires on December |,
1988. The letter of credit agreement permits extensions on
an annual basis upon mutual agreement of the banks and
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d Ot these amounts,
102,000 respectively, were
plant constructior > Company’
tund pension !
Actuarial Present
Value of Benefits
at 4 6.57 Assumed
Rate of Return November 30, 1983  November 30, 1982
Vested participants $37.9 million $35.6 miilion
N 4
1.3 million
$39.2 million

$50.7 million $40.9 million
1983, the Company adopted plan amend
ange the benefit formula and improve benefits
an. The assumed earnings rate on invested
7-1 '.‘fi‘ dl
method I nption » changed 1n

zaton of un

Y
creased from 2%

Ialix | IS HICLHIUG wi
1983 amendment and ac
nethod change wi partially offset by the

sumed earnings rate and amortization period

Taxes
ve Federal incor ax rates differ from the
i plying ti rderal statutory rates
with related

1983 1982 1981
467 467 467
(20) (31)

(<)

1
i
)
|
i

(1)
(1) (<)
25% 23% 11%

> Statements of Income are
1983 1982 1981
{Thousands of Dollars)
ng expense
tly payable
$ 1,796 § 948 $2.639
ate 1,114 416 300
Finance Subsidiary »ferred - Federal 11.191 6.578 6.653
( ( , hod t for the State 1,758 1,035 1,047
I ) *d ! ! ax eftfect of
rrowed 19.792 18,899
tax credit net ".2‘2 §71 (1,647)
19903 28447 8,992

9217 172
144 121
1,061 893

K. Retirement Plan

$40.964 529 340




At December 31, 1983, the Company has unused invest-
ent tax credits including those related to the employee
ock ownership plan of approximately $88 million
vailable for carryforward to future years. If not utilized,
e remaining carryforward credit will expire in the years
w¥3 through 1998 in the amounts of $7 million, $20
illion, $16 million, $13 million, $17 million, and $15
illion, respectively.

10. Commitments and Contingent Liabilities:

The construction budget (exclusive of nuclear fuel) for
984 is approximately $314 million. The Company has
bstantial commitments in connection with its construc-
ion program, including the estimated $303 million to com-
lete the Wolf Creek nuclear project.

On January 27, 1983, three Kansas municipalities filed a
uit in the Federal District Court for the District of Kansas
king $21 million in damages for alleged violations by
e Company of Federal and Kansas antitrust laws. The
omplaint alleges that the Company unlawfully has re-
used to wheel wholesale power for these municipalities.
n May 27, 1983, the Court entered an order enjoining the
ompany from refusin® to wheel power for the
unicipalities, pending finzl determination of the suit on
¢ merits. The Company has appealed this order. While
e outcome of pending litigation cannot be determined,
e Company is of the opinion that these allegations are
ithout foundation.

11. Joint Ownership of Utility Plants:

Company's Ownership at December 31, 1983
In- Invest- Costs  Accum.

Service mentIn  Thru Provision Per-
Dates  Millions 1983  for Depr. (MW) cent
Cygne June
#l(a) . . 1973 § 108 $40 370 50
Cygne May
#2a). .. .. 1977 117 29 315 SO
effrey July
#i(b)......1978 68 12 132 20
effrey May
#2(b)...... 1980 54 7 136 20
effrey May
#3b)...... 1983 80 2 136 20
Wolf Creek
IRi©)...... 1985(d) 1,226(d) $923 541 47

(a) Jointly owned with Kansas City Power & Light Com-

ny.
p.(b) Jointly owned with The Kansas Power and Light
Company, Central Telephone and Utilities Corp. and
Missouri Public Service Company.

(¢c) Yointly owned with Kansas Cnty Power & Light Com-
pa r:‘y and Kansas Electric Power Cooperative, Inc.

) In-service date and construction costs are estimated.

(Unaudited)

Amounts and capacity represent the Company’s share
and are financed by the Company. The Company’s share
pf operating expenses of plants in service are included in
Lhe operating expenses on the Statements of Income.

12. Quarterly Financial Statistics (Unaudited):
(Thousands except per shore)

R,

4th 3rd 2nd 1st

Qtr. Qtr. Qtr. Qtr.
Operating Revenues. $97,588 $134,172 $80,064 $81,229
Operating Income. .. 16,283 30,488 1418 13,163
Net Income........ 25,826 38,610 ',154 21,948
Earnings Applicable
to Common Stock. 21,958 34,735 17,272 18,062

Average Shares
Qutstanding . .. ... 31,647 31,328 29,001 27,675
Earnings Per Share..$ 069 $§ 1.11 § 060 $ 0.65

1982

4th 3rd 2nd 1st

Qtr. Qtr. Qtr. Qtr.
Operating Revenues. $79,513 $107,823 §77,537 $86,064
Operating Income. .. 14,625 24,539 12,240 14,506
Net Income...... . 21,950 29,282 15,645 17,786
Earnings Applicable
to Common Stock. 18,050 25,869 12,233 14,369
Average Shares
Outstanding . ..... 26,219 23,784 22,866 21,144
Earnings Per Share..$ 069 § 109 § 054 § 0.68

These quarterly amourts are unaudited, but in the opin-
ion of the Company, include all adjustments, consisting
only of normal recurring accruals, necessary to a fair
presentation thereof.

Market Prices and Dividend Rates of Common Stock

_High/Low Market Price Dividends
Common-NYSE 1983 1982 1983 1982
First Quarter 20-7/8 18-1/4 16-3/8 