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Contents Service Area
Letter to Stockholders Page 2 KG&E provides electric service to retail

Completion of Wolf Creek Generating customers in southeast and south central*

Station will end decade-long Kansas including the Wichita metropolitan
construction program. area.

Yearla Review Page 4 Wholesale service is provided ,to 29 ,
c mmunities and 11 other electric utilities.Operating revenues increased 12%.*

Common stock dividend increased for The company owns no gas properties and

28th time in 28 years. Page 4 has no gas operations.

Retail sales were nearly unchanged from The, company has all appropriate*

1982 even though commercial and franchises and certificates which are needed
residential use up. Page 6 to permit it to provide service. See map on
Construction spending reaches Page 10.*

:

$263 million in 1983; will be'

$314 million in 1984, with decline
expected in 1985. Page 7
Nine employees recognized for*

life-saving actions. Page 9
Energy audits promote wise energy*

use. Marketing effort objective is to On The Cover
improve generating plant utilization. p,,yygg,, ,y,c,,;(,y ,,,,,(, ,g,, ,,,,g,,,,
Page 10 can rely on is the objective of KGdE and is the
1983 financings total $358 million. 35% theme of this report,*

of stockholders reinvest dividends. Illustrations are by Ted Watts of Oswego.
Page 12 Kansas, and a graduate of Pittsburg State

University located in one of the communities we
Stockboider Frofile Fage 11 serve. Ted is nationally acclaimed as a " sports"
Management's Discession and Analysis of artist especially because of his ability to show

'h* " ' "? "" " ~ ~ ' "Fianacial Condition and Resalts of Opern- nd** *** We asked Ted to picture menibers of the
Finsaciais Fage 16 KG&E employee " team" to illustrate the wide

range of activities performed to ensure reliable
Directors and Officers Fase 28 servicefor customers.
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Financial Highlights

fiznci:1 Highlights, Five-Year Comparison
ollars in thousands except per share data)

1983 1982 1981 1980 1979

hperatirg Revenues. $ 393,053 $ 350,937 5 313,093 $ 293,808 5 244,970.. .. . ..

et Incime. . . $ 107,538 $ 84,663 $ 65,975 $ 52,395 $ 29,220
. ... .. . ... . . .

barni:gs Applicable to Common Stock. $ 92,027 $ 70,521 5 53,060 $ 43,208 $ 21,003. ...

Lv; rage Sh:res of Cc mmon Stock
Outst:nding . . . 29,912.327 23,503,302 18,631,479 14,562,746 11,400,916. ... . . .. .....

:omma Stock Per Share Data
Earnings . $ 3.08 $ 3.00 $ 2.85 $ 2.97 $ 1.84... . .. .. ... .....

Cash Divideads. $ 2.27 $ 2.15 $ 2.06 $ 1.965 $ 1.91.. . . .....

Indicated Year-End Dividend Rate. . . $ 2.36 5 2.24 $ 2.12 $ 2.04 $ 1.94.. ..

hlarket Value Year-End. $ 17.25 $ 18.375 5 14.875 $ 14.625 5 15.25.. . . . . ..

Book Value (Ntoody's Net Tangible Assets)
Year-End . . $ 20.31 $ 19.66 $ 20.08 $ 20.22 $ 20.70.. .. . ..

kritable Ccpacity (Niegawatts). . 2,160 2,029 2,064 2,065 1,998. ........

,yst;m Pzk Responsibility (5fegawatts). . . 1,700 1,626 1,707 1,758 1,488..

teserve Ccpacity (Slegawatts). 460 403 357 307 510. . .

kv; rag 2 Use Per Residential Customer
9,901 9,529 9,433 10,708 9,496(Kilmtthours) . . .. . .. .. .. . .

LS: rag? Price Per Residential Kilowatthour. 6.77c 6.05c 5.04c 4.57c 3.97c
ember of Customers at End of Year. 238,591 234,972 233,421 228,992 223,413...

c:g-Term Debt. $ 753,242 $ 613,781 $ 607,256 $ 451,608 $ 386,519. .. .. ... .

tedemption Required Preferred Stock. S 95,000 $ 95,855 $ 82,000 $ 53,000 $ 54,000... .. .

et Pla:t in Service. . $ 699,529 $ 610,746 $ 608,498 $ 610,846 5 557,088. ... . . ..

' cstruction Work in Progress. 957,674 812,297 613,874 453,640 356,361. ... ..

Tct:1 Utility Plant (Net). $1,657,203 $1,423,043 $ 1,222,372 $1,064,486 $ 913,449... . . ..

r:t'l Assets. $1,778,232 $1,515,517 $1,300,495 $1,137,883 $ 9P3,637.. .. . . .

Stockh:Ider Information # %.
e n,

Amt hieeting [ _

g ji
The annual stockholders' meeting wlE be f arid First National Bank of Chicago. Listed

held hiay 23,1984, at the Century B CivicyQhY.S.E., ticker symbol, KGE.
Center in Wichita. Proxies for this,t?A 'steetingjfiBonds: Trustee, Registrar and Paying - - - -

will be solicited by the managemen Agent, Aforgan Guaranty Trust Company o,f&w
3roxy statement will be mailed to, \Q jNeiv York.

./ The company's Form ]10-K ts filed withV[
*93[atockholders about April 1,9{inarily for tNby p,yo' m 10-KJ984.

' ')
r

This report is prepared pra
\

Infornntion of company sMckholders and is -the~$ecuriticiand Ex' change Commissiori 4/
not transmitted in connection with the sale N ahd#'cre'ailable from that agency or-fr 'Ev N1

' /Tsf cny securities or offer to buy any \\ the Se tary'of<the Com
y, Box 208, S %

s

securities. M \' " ' "\ylchita) Kansas 672015
Jiscal Agents kAdditionaltnfiIEiation . h [I%

#

Preferred Stock: Transfe gent, First ) l \ For a copy of KO&R sh' Fin o 4
i

N:tional Bank in Wichita; Re,gistrar, Thei. Statistical Report 1974-1983" obothe w
Fourth National Bank and Trust Companyi information, contacif \

' V
Wichits. # Gary,ArFarh6 7

Ccmmon Stock: Transfer A ents, Firs,t ,
N: tion:1 Bank in Wichita and .irst Natio/L

/ Investor Relations v )
/ Kan'as Gas and Electric Companynal s 1

Bank of Chicago; Registrars, Th Fourth! / //BodO8, Wichita, KS 67201 % |

N tion:1 Bank and Trust Company, Wichita / Phone: (316) 2616380 %
,.

1



Letter To Stockholders
s the summary shows on the is almost identical to the Callaway plant of

A successful year for us.
preceding pages,1983 was a Union Electric Company in Missouri.

Since work on Callaway started about six
Earnings, net income, revenues months before Wolf Creek, we benefit froa

and kilowatthour sales all increased the experience there.
over 1982. Vigorous cost controls minimized Further, two utilities which were
operating expenses. Common stock experienced nuclear plant operators were
dividends were increased for the 28th time in original members of the standardized group
as many years. and directed much of the design,

The most notable progress of 1983 does engineering and procurement. Those utilitiec
not appear on our financial statements. later dropped plans for building their
That's the progress made toward completing proposed standardized plants upon the
Wolf Creek Generating Station and bringing recommendation of their respective state
to an end a decade-long program of commissions. But the two did contribute
building new coal and uranium-fueled much in the way of experience and skill. |

power plants. The need for Wolf Creek still exists. |

Upon completion of Wolf Creek, we do Although the growth rate of electric power ;
not anticipate additional generating capacity usage has slowed, severe winter weather late'
construction until well into the 1990s. in 1983 again proved the vulnerability of ,

Shortly after the end of the year, Wolf fossil-fueled pla,nts to extreme cold,. We and
,

Creek was more than 900o complete. other area utilities were a' te to maintam
Primary hydro tests were successfully service in that period of record low
completed early in 1984 on a schedule that temperature and record high winter demand
should permit the plant to reach commercial largely because many of the region's
operation in the spring of 1985 as we industries had reduced power use for the
announced nearly two years ago. Scheduled holiday season. Even then, only heroic
public hearings before the Atomic Safety efforts by many of our employees kept the
and Licensing Board also were completed, power flowing. Frozen coal, frozen gas
although the ASLB report is not expected wells, and problems suffered by coal-
until mid-April or later. carrying trains contributed to a near-

Last summer the Nuclear Regulatory disaster. None of these problems are
Commission caseload forecast panel made inherent in nuclear facilities.
public its estimate that fuel load would not Frankly, all types of generating equipmen2
be achieved until April 1985. The panel will are subject to potential interruption.
visit the plant again this year and then will Fortunately, the causes vary. To protect
issue a new forecast. Any delay in reaching against interruption, one objective of our
commercial operation would increase the construction program has been to add
plant's cost. As with any major construction diversity to our fuel-use capacity. After
project, there is always the possibility of Wolf Creek is on line, about 40Vo of our
delays resulting from unknown factors. We capacity will be coal fueled,40To gas or oil-
own 47Fo of Wolf Creek and are the lead burning and 20Vo uranium. fueled.

,

|
utility responsible for its completion. Also contributing to the need for Wolf

; As the one remaining project in our long Creek is the fact that most of our gas fueled
l construction program - and the only one plants not only require high priced fuel but
'

to use uranium as fuel - Wolf Creek is by are rapidly nearing the end of their useful
far our most visible undertaking. In addition economic life, normally considered to be
to costing less and being built on a faster about 30 years. Nine of our 12 gas-fueled
schedule than average, there is another units will be near or past that age when
major difference between it and other Wolf Creek begins operation.
nuclear plants under construction. Wolf One problem that goes with starting up
Creek is part of the first group of any new power plant is securing proper rate
standardized plants to be built in the U.S. It 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

2
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slectricity to retail customers fell just short
sf the 1982 level, the decline centered
pimost entirely on one large industrial
sustomer. Excluding this one customer,
industrial sales actually increased in 1983 as
sid use by residential and commercial
sustomers.

hiost area industries suffered from the
mational recession and only late in the year
cere nearing recovery. One measure of the
someback comes from the area
unemployment rate which fell from 9.6% in
January 1983 to 4.5% at year's end. While
lhis improvement is not fully reflected in
1983 sales, current industrial demand is an
Incouraging sign for the future.

The effect of an improving economy on
he nation's electric utilities' ability to
ontinue to serve their customers has caused
oncern among some forecasters. The U.S.

Department of Energy in 1982 warned that -

*hortages of capacity could become a_. -

upparent by 1990. The central states were i= C5"q
lhose believed to be most vulnerable to that

_ m
possible shortage. e

*However, the capacity of our new
3enerating plants - all products of the Wi5on A. 5dman

'

1970s and 1980s - greatly reduce the
shance of restricted power supplies being an
5mpediment to the return of a robust
sconomy in our service area.

Among the notable events of 1983 was an
Envitation to appear at a White House
Conference on Private Sector Initiatives to
fiscuss Project DESERVE. We originated We recognize in many ways our
2 hat program nearly two years ago to help obligations to the area we serve, the people
provide funds to pay energy related we serve and to the people who own the
rxpenses for the elderly and handicapped company. We remain committed to
cho did not have access to government providing reliable service under all conditions.
funds. Please let me know if you have questions

Vice President Bush, Secretary of Health or comments about this report. I'll be happy
end Human Services hfargaret Heckler and to try to answer them for you.
sther White House staff members took part
in the program.

Working with the Edison Electric Institute
end other trade associations, the White n
House arranged the program to recognize
KG&E and four other utilities with private

, -ay~~
~

initiative aid programs and to urge other Wilson K. Cadman
utilities to undertake similar programs to Chairman of the Board and President
help meet their own social responsibilities.

Employees' commitment to excellence was February 24,1984
svident in 1983 when severe weather struck
much of the area at three different times,
forcing employees to work long hours under
odverse conditions. The fact we met
people's needs with few interruptions is
testimony to employee skill and dedication
ond to past planning.

3
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Year In Review &me
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i or the 28th time in as many years,
? the dividend rate on company

common stock has been increased.
-

The new annual rate is $2.36
per share compared with $2.24"

; set in 1982, a SWo increase.
Earnings per share of common stock were*

$3.08, up 8 cents from 1982. The averageE

- number of common shares outstanding for
7 1983 was 29.9 million compared with 23.5
- million for 1982. Allowance for Funds Used-

During Construction (AFC) per share was*
.

E $2.78 in 1983 compared with $2.81 a year 7,
c earh,er. 3,
-

* ,

.

Operating Revenues Increase ([
N ' J; , 9

-

12%; Operation and Maintenance
Costs Up Only 9% % c-

7 7
~ y

i Operating revenues in 1983 were $393.1 - [+
-

million, an increase of $42.1 million, or
- 120e over 1982. This resulted primarily from [i \"

E two retail rate increases granted in 1983. .

h/t Another factor in the increased revenues '

'

was higher fuel and purchased power costs,
- paid by customers through fuel adjustments. -- f}

-

E Residential revenues increased $21 million, I h
or 170o, to $142 million. Revenues from J

-
.

' - "industrial customers were $115.4 million, an -

/
increase of $5.8 million, or STo, over 1982.-

Commercial revenues of $89 million were up @
-

$9.7 million, or 12To. . - wTJ -
._

' " * *

~ 4*- Wholesale revenue for sales to other '
.-

- utilities was $41.4 million, an increase of $5 C'
3 million, or 14%. Much cf this increase .h3
; resulted from high summer demand, with cost containment measures include tight
5 sales on a short-term basis. budgeting, use of computers and employee

Return on average common equity delivery of monthly customer statements.'

p increased slightly to 15.8?o in 1983
compared with 15.5% in 1982.

"
Net income for 1983 was $107.5 million.

A year earlier it was $84.7 million. though a severe ice storm caused extensive
E Total operation and maintenance expenses distribution system damage.
- increased only 9% because of stringent cost Contributing to the decline was less boiler
.

controls and scheduling of major and turbine work at La Cygne
'-

maintenance jobs at power plants. Generating Station Unit 1.
I The largest part of the increase, as in Payroll in 1983 charged to operation and
F most previous years, was the cost of maintenance was $27 million, an increase of
b generating fuel and power purchased from 7 T0.
- other utilities. Fuel and purchased power Depreciation in 1983 was $29.9 million,
_

costs totaled $163.9 million, an incr:ase of up $2.6 million, or 10%, from the previous
' 11% from 1982. The average cost of a unit year. The increase was due mainly to the
- of fuel for power plants in 1983 was about completion of Jeffrey Energy Center Unit 3.
-

11% higher than in 1982. Income taxes increased 40% in 1983 over
i Maintenance costs of $27.9 million were 1982, totaling $40 million. The increase was
- down about 4%. The drop was realized even mainly because of increased revenues.
=

*
4

-

- _ _ .
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As a result of rate increases and strict KG&E's Diversified Industrial Revenues
:ontrol over operating expenses, operating (Thousands of Dollars)
neome increased by $7.4 million, or 11To
wer 1982. Operating e.spenses, erluding
: axes and depreciation, as a percent of Percent
aperating revenues declined from 61.5Vo in increase
l982 to 59.7To m 1983. 1983 1982 Over 1982

Interest coverage ratios continued to Energy Production (33% of total)
.mprove in 1983. Times interest earned Petroleum Refining. . . . . .$ 23,438 $ 21,645 8.3

*

3efore income taxes was 3.12 with AFC and Petroleum & Gas Prod. 8,008 7,833 2.21.65 without AFC, up from 2.69 and 1.43 Pipeline Pumping. . 5,298 5,086 4.2
.

respectively in 1982. Coal N1ining. . . . ..

. ....

677 908 (25.4)
Subtotal. 37,421 35,472 5.5wo retail rate increases were

Tannual basis *
.

approved in the first half of 1983. Nian,ufacturing (28% of total)
The result was increased company Aircraft . . . . .. 16,639 15,462 7.6..

revenues of $34.1 million on an N1 chinery. 8,532 7,254 17.6...... .

Nietal Fab. . . . . . 4,447 3,886 14.4... .

Other hifg. Prod. . . 1,953 1,661 17.6New permanent rates representing a 4.40o ....

, Subtotal. . . 31,571 28,263 11.7yearly m, erease became effective m April. A . . .

rnonth later, rates were increased 6?o as Ned Rmm pe of tM
Jeffrey Energy Center Umt 3 began Chemical- 12,950 17,861 (27 5)- - * *

:ommercial operation. This increase is being Sand, Stone, Clay
:ollected subject to refund. and Cement Prod. . . . . . . . 8,903 7,752 14.8

Plastics . . . 3,501 2,877 21.7... . ......

Subrotal. . . . . . . . . . . . 25,354 28,490 (11.0)
New Rates Approved Agricultural, Food and Kindred

Products (11% of total)as Jeffrey Unit 3 Begins Grain hiill Products. . . . . . . . 4,752 4,001 18.8Serving Customers Prepared Foods. . . . . . . 3,315 2,910 13.9 {
i

..

hieat Products. . . 3,563 3,370 5.7..... .

Dairy Products. . . . . . . . . . . . 624 561 11.2Even with the two increases, the
, Subtotal. 12,254 10,842 13.0company s residential rates remained below ....... ....

both state and national averages and were, Service Related (6% of tota />- 7,243 6,125 18.3
)on the average, the lowest in Kansas. For Total (Note). . . $113.843 $109.192 4.3
|

.

Yuto
'

ers paid I be ow he io Note: 1983 and 1982 exclude $1,S70,000 and $436,000
average for 750 kilowatthours of electricity. fuel adjustinent clause revenues, respectively.
The cost was 10.7?o under the Kansas
average. These figures are from a monthly
survey of,the Kansas Corporation Fuel Cost Data,

Commission. ~-

Rates paid by wholesale customers are ""
subject to federal approval and wholesale E Eden s /customers in many cases have taken

["'
y-w.,

/
advantage of several means to delay / !

implementation of needed new rates. At the //end of the year, three requests for wholesale 2m
,

r te increises affecting cooperative and ()_/rnunicip:1 customers remained on file before '"

the Federal Energy Regulatory [-Commission. One of these cases was im

parti lly settled in midsummer.
Included in one of the wholesale cases is .* 4

allowance for the cost of construction work
in progress (CWIP). A new FERC rule

o
permits limited inclusion of CWIP. w 72 74 s 76 77 7a 7, so si s2 3

| hiost wholesale customers are municipally
bwned electric systems which already have

5
_. - _ _ - _ _ _ _ _ _ _ _ _ _ _ _ _ _ _



Year In Review

Purchases of electricity by KG&E
retail customers declined slightly in
1983. But residential and commercial-

e- ~ ~ fj sales increased.~-

K'l'C Residential customers increased'

,,;
I use of electricity by 5% over 1982, in part

d" '- I M
'

i -i : ,*I I ~ | h! ; because of an increased number of'

|
.

residential customers and, more significantly,| EL .p gD{ - #i 1-{;
'

. , ,

because of severely hot weather late in the"

summer and bitter cold in late fall and early+
. fv -o _.

-

s/ (;- 'T}.. 2 -p |
winter. Heating degree days in 1983 were' "

up 98'o from 1982. Likewise, cooling degree"'~ l.i ) / f

days increased 7% from 1982.~

4 U -

[ nTTLpfT. 's , '

,y,

I ( 9+"wy#+ -Nw
-

lN. -9 -
,

Retail Sales Level Off
'

/ 1. s ' S I! Even Though Commercial
.

', ; '4 and Residential Use Up
< +

F' t.g s
Commercial customers - mostly offices

m, s
* -

' and retail businesses - also used more

[ 1. electricity. They purchased 2% more than in
u f' 1982.

But industrial use was down in 1983 by
5 % f'* th' 9' 'di"E Y'"' *ff'' i"E 'h'

in times of emergency, power can be secured g ms fro the other two cus'tomer
f om plants hundreds of miles away. And power categorles.
is regularly purchascdfrom other utilities what
the rate is below our own generating cost. New The decline in industrial sales was
computer systems provide information on power consistent with trends nationwide as the
available and price. recession continued into 1983. There were

improved industrial sales late in the year as
economic conditions improved, but notthe authority to include CWIP in rates they enough to offset the earher drop.charge their customers. ,

Under Kansas law passed in 1978, CWIP The area's diversity - which includes an
is virtually prohibited from inclusion in the economic base built nearly equally on

retail rate base. About a third of the industry, agriculture and minerals - has
projected final cost of Wolf Creek - often helped to shield it from economic

approximately 5854 million - represents the extremes. But, the impact of a national
recession h.t our area hard.financing costs that could have been

avoided if plant owners had been allowed to The Wichita unemployment rate in ,

include CWIP in rates. August 1982 was 10.1%, nearly equal to the I
Approximately 66% of first quarter national rate of 9.8%. By the end of 1983, |

'

common stock dividends and 74% of Wichita unemployment had dropped to
common dividends paid in the other three 4.5%, whereas the national rate was 8.2%.
quarters in 1983 represented a return of Wichita is the largest city we serve and is the:
capital (ROC) or non-taxable distribution. source of about two-thirds of our business. i
This followed an 86% ROC in 1982. Actually, the industrial decrease resulted I

The ROC results principally from the almost entirely from reduced sales to one
exclusion of CWIP from rate base. A large customer. Sales to this customer were
current return is not earned on CWIP even down sharply because of curtailed
though the associated costs of investment production and use of co-generation. When
must be paid on an ongoing basis. the effects of this single customer are

See Management's Discussion and removed, industrial sales actually increased

Analysis of Financial Condition and Results 2%.
of Operations, Pages 13 - 15, for additional The company's system peak responsibility,
information concerning rate matters relating the one hour of the year when retail
to Wolf Creek. customers use the most electricity, increased

6
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Qo 1,700 megawatts, a gain of SWo over the G&E invested $263 million in new
preceding year. The all-time peak of 1,758 facilities during 1983. Most of that
mBegawatts was achieved in the summer of was at Wolf Creek Generating
$900. Had industrial demand followed a Station which by year's end was
pormal pattern during 1983, the 1980 peak more than 90To complete.
Would have been surpassed. All other 1983 investments were
i Average use of electricity by residential comparatively minor. But they did indade
sustomers for the year was 9,901 kilowatt- improvements in electric transmission and
Sours compared with an industry average of distribution facilities.
p,530 kilowatthours. Average cost for Construction spending in 1984 is
residential kilowatthours sold was 6.8 cents. estimated to be $314 million, including $263
Endustry average was 7.2 cents. million for Wolf Creek. With commercial

Of the company's total sales in 1983,
Tesidential customers accounted for 29?o,
sommercial customers 21To and industrial Construction in 1984 ,

sustomers 34To. Wholesale and other energy |

sales accounted for the remaining 16To. gg ,

, |

Economically, the company's service area Will Decline in 1985 j
snjoyed considerable growth in 1983, '

particularly late in the year. New housing !
starts at year-end were 5300 ahead of 1982. operation, of Wolf Creek planned for 1985,

c nstruction spending will decline to anGrowth in our service area resulted in an estimated $77 million m 1985.
,

Bncrease of 3,621 retail customers in 1983.
As of December 31,1983, the company Wolf Creek will be a nuclear station.
sened a total of 238,551 retail customers. Unlike plants using other fuels, Wolf Creek

must pass comprehensive federal licensing
processes.

The application for an operating license
was submitted in February 1980. That

Jeffrey Energy Center Unit 3 is thefifth coal- milest_one neared completion when the
fueled unit added since 1973. The coal units, Atomnc Safety and Lncenstng Board

_

ard Wolf Creek nuclear unit nearing concluded scheduled public hearings
completion, willprovide a mix of reliablefuels.
As late as 1973 our generation was nearly 100To
gas fired.

?%;en ,

i |

I
I

1
I

s
-d i |E is
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lw Qu~~ .

|
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Year In Review |
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 construm new

T :d'~ ones, alternatives like rebuilding old- s''~~

s "' # [
;

-**s g - - '? 3 fuel is available at a reasonable price and
5 equipmt.nt will be thoroughly explored if-

M
; . g. ,j j | ~4 regulations permit its use.,

i % It is unlikely that any major construction,c::=5

t.. Pf 'l ; 'jj)d
c |i

'

! ' ra i og will be started in the future without beingw- -
'

A*, able to include the cost of construction
,tt.* e ... ,, J y-a ; .

y A work in progress in rate base. The expense
p to customers and drain on stockholders of'"

'
-

M MD " * r ,[,._
@.N M~h .not having CWIP in the rate base clearly. ,

indicates the impracticality of proceedmg*

s , ,,- .-, ,,,
~ * without it.

# 7 .'. ~ Q %'
s

-

-a % 's - Sources of Energy
-m

After Wolf Creek Generating Station is aa
completed, we do not plan to build additional * y,'',,

,

I generating capacity until wellinto the 1990s. a ruau a
w

I

a _

|

co _ _

|||I4

| ||
,

-
2

;

,

|February 16, 1984. The NRC could act on
our application by mid-summer. ,"

,
, , _ , ,

But there are other federal regulations to
meet. Every phase of construction and
preparation for operation is monitored by

| the Nuclear Regulatory Commission on a Construction Expenditures
daily basis. Plant operators must - - " * ~

qualify for federal licenses which require " ;'g,y4;'~ya=
years of training and experience. We srs
began training operators when construction

I began in 1977. u, _

Whereas in 1972 the North American
Electric Reliability Control was predicting m
peak demand for electricity to grow at

_
-

7.6%, in 1982 the group forecast a 2.8%
*

growth rate. This forecast takes into =

account active efforts underway to suppress
^growtl1 in the peak load. It's the peak

growth which dictates most of the need for
the new units. a

The U. S. Department of Energy and
*"'| * " " " "' "' "' "' {r "' *'|^''"d a'"'"others say the continucus increase in

electricity demand could h ad to a possible

8

, __. __ ..
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In 1983,25 employees submitted cost

A s in the past, it was the work of
employees which in many cases made saving measures under the Employees Cost
the year's efforts a success. Reduction Program.
A damaging ice storm early in 1983 A newly formed Productivity
assaulted eastern Kansas, causing Improvement Task Force has been

; extensive damage. Employees from successful in identifying cost reduction
:throughout the system, with help from changes. More than 150 employees from
neighboring utilities, quickly restored operations groups have participated. The
customer service. task force will remain active as lor,g as

In December, record cold weather swept effective results are realized.
'into Kansas. While demand for energy Training efforts throughout the company
' increased, frozen coal greatly reduced the underscore the emphasis placed on

productivity improvement. During the year,
120 middle managers received training in
produc,ivity improvement techniques.

,

tNine Employees Recognized
Supervisors and craft training also i

for Life-Sav.mg Actions; emphasized the productivity improvement |

KG&Eers Demonstrate theme. Approximately 60% of all employees |

Commitment were involved, in some type of formal |
training activity m 1983. I

Lost-time accident experience was the
output of coal-fueled power plants. Eighteen lowest in eight years. This made KG&E
volunteers from our central maintenance employees among the safest in the, nation.
group on Christmas Eve left their homes to Employees at Ripley Station were honored
help keep coal moving at Jeffrey Energy for having worked 45 years without a
Center. The 18 worked 12-hour shifts disabling accident. That is believed to be the

: outdoors all through the Christmas longest such record for any generating
weekend. station in the industry.

Through the year, 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 Providing reliable electric service to customers
employees were often required to do other includes working in all kinds of weather.
duties as well as their own. Everyone understands that the objective is to get

.. . the power back on by working efficiently and
The hinng freeze resulted m. a reduction safely after storm interruptions.

of 50 jobs between August 1982 and the end
of 1983. However, the total number of F-- ; _t t

.

-y

-[!" i[ - - - y-f _ _
_employees increased from 1,856 to 2,016 (

- during the year as a result of staffing the
. .d ( - 'nearly completed Wolf Creek Station.

9. Q..KG&E employees continued to be leaders : -
'

'

in community events. Activities ranged from
*'

such tasks as installing Christmas lights to 4

i being leading supporters of efforts such as g,
'

,

, United Way campaigns to providing direct '

' leadership for youth programs.
Nine employees were honored during the d __

: year for saving the lives of other persons.
-

One of the national Red Cross' highest s

awards was presented to John Bunn as a J~
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 '[ ,/ i

lives of co-workers injured in electrical
. accidents. In another case, a retired foreman '

y,

also saved the life of an individual who mM7~apparently had suffered a heart attack.

9
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Year In Review

Conserving energy is vital to the future
more efficient by converting some fuels to

well-being of the country and is a electric energy.
sound means of utilizing natural Conservation and wise use of energy go
resources. hand-in-hand. A series of workshops on

There is the moral need to wisely build-them-yourself storm windows attracted
use the resources available to us. But the strong interest. Sessions on passive solar
most important reason for many individuals energy for homes and solar water heating
to conserve energy is that in so doing they also attracted a good response,
help control the amount of their energy Formal research including exploring the
bills. use of wind in Kansas for generation is

The company assists in many conservation being conducted through Kansas State
activities, some highly visible, others less so. University coordinated by the Kansas
For in3tance,2,000 home energy audits were Electric Utility Research Program.
made during the year. These audits found We also participate with other utilities

nationwide in the Electric Power Research
Institute, seeking through research the

Energy Audits, Use application of alternative energy forms as
; of Efficient Equipment Are *'ll ^S 'h' ** "S .I ' "'I"d"S''Y'
i function more efficiently.

Keys to Conservationi

ways homeowners could reduce energy use.
Audits of this kind have been offered to all umber one objective of our
residential customers the past two years. We marketing efforts is to improve
now plan to re-offer this service. electric plant utilization - load'

Similar audits for small businesses will be factor.
available starting in 1984. Load factor represents the

Use of electricity often contributes to percentage of available time electric
overall energy conservation. Often an facilities are fully used. Load factor is a key
electric device will use less primary energy measurement of efficiency. In improving
than equipment or appliances fueled with a load factor, the marketing program also i

form of energy like natural gas. For improves overall efficiency of operations. j
example, the electric heat pump often In a year like 1983, when hot weather |
requires less energy than other forms of causes unusual seasonal growth in electricity'

I heating including many gas furnaces. use during the summer only, most
Manufacturing processes also can be made companies, including ours, suffer from a

[ Service Area Map
!

( Map I2gend Generating Stations and
'i -

- Division Headquarters Cities e Capability
Transmission Lines- 1 Gordon Evans Steam Electric

M;[*4 7
^.p'hV

r e

nc Transmission Lines Station, 507 MW I

! . y'
r Ee ; -dk p-**hr w*m Authorized- 2 Ripley Steam Electric Station. |e

| . fr , t 88MW i

R.A d m. ' [f f 3 Wichita Steam Electric
Jm p;; b' ~ g, 4 pr .

J tation,-- r ;, g
p nh"

- .' - " g-, o . Associated Electric Station,331 MWa .-

l % Jg '.e Cooperative, Inc-AEC , 5 Neosho Steam Electric
' " . , rU- -y h.. g

}!
*The Empire District Electnc Station,68 MW,.Q ;7- ..

g% Company-EDE 6 La Cygne Steam Electric,- % -#

b ~j . Kansas City Power & Light Station,' 685 MW
(v . .Q -- !

L

p[lRwyd ,( %,

/ "" Company-KCPL 7 Wolf Creek Generatinge. a .% _ J e, ;Wa - %g-
r
i t <

.The Kansas Power & Light Station,' $41 MW._s

E W y n m { :? " Company-KPL (under construction)

I O-

- 9d k.b -y

>-

y/ ; * oklahoma Gas and Electric 8 Jeffrey Energy Center,''
- %b a y sa Company-OGE 4tM MW+ , 43 .g ]c. *Public Service Company of

A~ * e rn owe ivision of * Jointly owned with other
Central Telephone & Utilities utilities Capability stated
Corpotation-WPD is KG&E allocation.
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| declining load factor. Ours dropped from
iSIWo in 1982 to 48vo in 1983.
, A remedy for the low load factor problem Survey Results Provideis to encourage the use of electrical

| equipment an<' appliances at times of the Profile of Stockholders
Iyear when u- ; is low. In homes, for
| example, tt .lectric heat pump can provide Who are the owners - the stockholders of KG&E?
| winter hea g as well as summer cooling. In March and April a list of 18 questions was
| When combined with radio activated mailed to randomly-selected common stockholders. Of
| the 25,000 survey forms mailed, about 7,500, or 30To

were returned, representing both stockholders listed,

M:rketing Efforts Designed n c mpany records as,well as those who hold their
shares m street-name.To Improve Plant Use; Geographical distribution of those responding was

Ectnomic Development Promoted compared to the distribution by state of all
stockholders. This was done as a means of judging .

. . . how representative survey returns were of
switches to control air condit.ionmg peak stockholders as a whole. The geographical breakout |

,

use, heat pumps can make an important of those returning survey forms and overall '

contribution to efficient use of facilities and stockholder records is nearly identical. i
improved load factor. '

On the basis of this survey, the following
In 1983 heat pump sales totaled 1,175 characterize KG&E stockholders:

umts,45Wo more than m the preceding year.
This improvement came in spite of a
downturn m apartment completion, a major . The average stockholder has owned.

market for heat pumps. KG&E stock for 4 years.

Area industrial development is another . The average stockholder holds stock m. 10

important element of our comprehensive different companies.

marketing program. Here we encourage and . Stockholders are evenly divided between
assist communities served in efforts to men and women.
increase jobs in their area. . Average age is ab'" o v e rs.

An experienced area development . The majority of owners in-
executive has been added to the company's dicate that their it. ctive is
staff. Advertising and other techniques are " current income."
'now being used to help call attention of . More than one-t) ilders par-
business and industry to the advantages of ticipated in the cc id reinvest-
expanding or locating in our service area. ment plan.

To expanding companies or new . The average st ,ut 400
employers, the area we serve offers many KG&E shares.
benefits. For example, Kansas' business . Nearly two-thirds retired r will retirechmate is rated as bemg m the top ten w thin 5 years.
"" * """ Y" . Institmional investors represent less

than .lfo of all stockholders and own about
SWo of shares outstanding.
. Stockholders represent a wide
geographical area, living in all 50 states, the.

_g District of Columbia and n.umerous foreign
p" n , g- countries. About one-sixth live in Kansas.

O And about one-sixth of registered shares~ g outstanding are held by Kansans.r

l,,

(.js
f* N k KG&E employees believe in the people they

*
*

\ ~ %, d serve. For the second year more than 50- (.
I employees gave up a Saturday to help weatherizey

kn homes of the elderly. In addition, employee^ " contributions to Project DESER VE exceed $40,000.

I1
- _ _ _ _ _ _ _ _ _ - _ _ _ _ _ - _ - .
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Year In Review
ore than 5 million new shares of About 35To of the company's

Mcommon stock were issued in 1983
stockholders take part in the dividend

for $101 million. In addition, $157 reinvestment plan. Through it, dividends are
million of new tax exempt bonds used to buy newly issued stock each quarter
were issued. An additional $100 at a price 5% below the prevailing market.

million in revolving credit bank loans were Additional cash purchases also can be made
made available in June. Total financing at market price through the plan without
activity for 1983 was $358 million. paying brokerage fees.

All publicly sold stock issued in 1983 was Dividends used to buy newly issued
sold at or above book value. At year-end common stock through the dividend
1983, the book value was $20.31 per share. reinvestment plan are exempt from federal

Helping to hold down the cost of issuing income taxes up to $750 on individual
stock were " shelf registration" rules first returns and up to $1,500 per year on joint

returns. Information about the plan can be
obtained by contacting:

Financings Total $358 Million; Kansas Gas and Electric Company
Stockholder Records Department

35% of Stockholders P.O. Box 208 .'

Reinvest Dividends Wichita, KS 67201
Phone: (316) 2616640

issued in 1982 and made permanent late in Market Price and Book Value
1983 by the Securities and Exchange of Common Stock
Commission. This gives the company added n,

flexibility in timing the sale of secunties. . um un r, m. ,.
The cost of issuance has been reduced about = iw we a w--w

50To when compared to previous methods. 53

Pollution control revenue bonds totalling
$157 million were sold. The low interest ao 1.M

' "

rates reflect the tax exempt nature of the :M
bonds. In June, $70 million in bonds were I |"-sold at a net effective interest cost of 5.5To. 3-
In December, $87 million were sold at a net
effective interest cost of 5.8To. to

In 1984, financing is planned to raise $230
million 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 o
^!schedule and the company receives w-nnnannn=nao

compensatory rate relief. .

Capital StructureTotal shares of common stock
outstanding at the end of the year were 31.7 . %, %

million. Of the 5.3 million share increase,4 =rr*.<a w

| million was the result of new public issues, " C""'"" 4"Y
~ '

'd

N ,,<'g g g g g
-

| and 1.3 million were sold to stockholders
and employees through dividend i.ggggggreinvestment plans and other purchases.

Since 1975 the number of outstanding -

common shares has grown from 4.7 million f.,' ~~~-

to today's 31.7 million. With the winding
down of our construction program in 1985, ,.

this rapid growth in new stock sales is 2 -

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 o

.

*= n n n a n n n m = n utwo common stock sales during the year.

12
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Management's Discussion and Analysis

Of Financial Condition and Results Of Operations

Construction Expenditures The Wolf Creek operating license struction of additional generating
The Company has been insolved in a hearings before the NRC's Atomic capacity upon completion of Wolf

significant construction program dur- Safety and Licensing Board com- Creek,
ing the last decade, with construction menced on January 17,1984. To date,
expenditures of over $100 million for two individuals and two organizations 1.lquidity and C,apital Resources
c:ch ye:r since 1977. Net additions to have intervened in opposition to the increased internal cash generation,
electric plint for the three years ended license application. Although the dura- improved coverage of interest and divi.
December 31, 1983, totalled $658 tion and results of these hearings can- dend requirements, the sale of com-
million. Of this amount,87re was for not be predicted, the Company does mon stock above book value and a

< new g:nerating plants. The balance not foresee that they will delay the stronger capital structurc are long term
was for transmission, distribution and commercial operation of the plant. goals toward which the Company's

. general plant facilities. The November 1983 estimated costs financial policies are directed. Achiev.
In Nta) 1983, commercial operation for Wolf Creek, including the educa- ing these goals should result in an im-

; beg:n at Jeffrey Energy Center Unit 3, tion center and substation, were $2.67 provement m the Company's first
a coal fired plant in which the Com- billion, with $1.91 billion expended as mortgage bond ratings from their pre-
pany has a 136 megawatt (51%') or of December 31,1983. The Company's sent levels of 9, Baa 3 and BB+ by
20re interest. Wolf Creek Generating 47re share of the estimated cost of Duff and Phelps, hfoody's and Stan.
Station, a uranium fueled plant, is the Wolf Creek is $1.23 billion or $2,268 dard & Poor's, respectively.
Company's sole generating facility per kilowatt, with $923 million expend- Since 1978, Kansas law has virtually
under construction. The Company is ed as of year end 1983. Any delay in precluded the inclusion of Construc-
project director and will operate the commercial operation of Wolf Creek tion Work in Progress (CWIP)in the
1,150 SlW unit. The Company's in- would result in an increased cost to the rate base upon which customer's rates
terest in the plant is $40.5 SlW or 47r , Company of approximately $24 are set. Since Wolf Creek represents ae

Wolf Creek is presently scheduled million per month, including allowanee significant investment, the investment
for commercial operation as early as for funds used during construction in CWIP has become increasingly
mid February 1985, based on a mid- (AFC). The completed cost estimate large, and as of December 31, 1983,

' August 1984 fuel load target date, f0f t,he unit assumes annual inflation represented 135re of net electric plant
How ever, the Nuclear Regulatory rangmg from 4.6r to 6.Oro and a net in service. Cash is not generated frome

rate of 10.0r for the AFC. Table I on this investment, thus the constructionCommission's (NRC) caseload forecast e

: panel, which incorporates a wide base Page 14 shows actual expenditures and program has required cash expend-
. of industry experience, estimates fuel AFC in 1981 1983 and estimates for itures far in excess of internally
lord eight months later than the Com- 1984 1986. generated funds, as shown in Table 2
pany's tirget, if this diffuential is ac- , Projected total Company construc- on Page 14.
tuilly experienced, the commercial in- tton expenditures meludmg nuclear The Company'slong range objective
service date could be lengthened, in ad, fuel costs are $491 million for the years is to secure at least 50ro of totalcapital

1984 through 1986. These
are ,cxpected to peak , expendituresrequirements from internally generateddition, licensing proceedings, other

m 1984 and sources. The maintenance and im-NRC actions, litigation and other
esents could further delay commercial decime sharply thereafter. The Com- pro"ement of financial flexibility is

; operttion, pany has no present plans for the con- also a key objective. A long term goal

M~nagement Statement of Responsibility for Financial Statements

The .n:nagement of Kansas Gas and Electric Company is responsible for the financial statements, notes thereto, and other
inform: tion in this report. The accompanying financial statements have been prepared by management in accordance with
gener:lly accepted accounting principles consistently applied. The accounting system is in accordance with the Uniform
System of Accounts prescribed by the Federal Energy Regulatory Commission and the State Corporation Commission of
Kinsas.

The integrity of the accounting records is upheld by a comprehensive system ofinternal accounting controls, monitored on a
regular basis by the internal audit staff of the Company. The system ofinternal controlis complemented by a set of accounting
policies and procedures which provide the necessary guidance needed to institute effective internal control.

Th7 Board of Directors maintains its oversight responsibility through an Audit Committee, consisting of three outside
directors. The Committee meets with Af anagement, the Internal Auditors, and the Independent Auditors in connection with its
resiew of matters relating to the Company's financial reporting; the Company's Internal Audit Program; the Company's
system of internal accounting controls; and sersices ot the Independent Auditors. The Committee meets with the auditors

~

eithout management pres:nt in order to assure independent treatment of matters brought to its attention. The Committee also
recomm:nds to the Directors the selection of Independent Auditors.

Wichit , Kansas lloward J. Ilansen
J:nuary 31,1984 Group Vice President Finance

13
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Management's Discussion and Analysis ;

Of Financial Condition and Results of Operations <coniinued>
'

|

T ble 1 1981 1986 Construction Expenditures
Aclual Estimated

(Thousa tds) (Thousands)
1981 1982 1983 1984 1985 1986

Nuclear Generation (Wolf Creek). $111.457 $171,412 $217,692 $263,009 $37,270 $-....

All Other Construction. . . . . . . . . . . . 61,685 $7,126 46,210 50,822 40,202 __59,505

Total Construction. . . . . . . 173,142 228,538 263,902 313,831 77,472 59,505
... ..

Nuclear Fuel. . . . . . . 14,008 (227) (1,382) 9,573 18,270 11,881
........ .. .

Tot al . . . . . . . . . 187,150 228,311 262,520 323,404 95,742 71,386
....... .... ..

Less: AFC. . . . 60,101 66,117 83,143 107,683 18,653 114
. ... ........

Net Construction Expenditures. . . . . . $ 127,049 $162,194 $179,377 $215,721 $77,089 $71,272

Table 2 1981 - 1983 Capital Requirements As with any rate increase, the Com.
Actual pany has no assurance as to the

amount or timing of rate relief it may
(Thousands)

1981 1982 1983 be granted by the KCC or by the
Federal Energy Regulatory Commis-

Net Construction Expenditures.. $ 127,049 $162,194 $ 179,377 sion (FERC) with respect to Wolf
Add: Sinking Fund and Debt Creek. Because of the magnitude of the

Maturities . . . . . . . . . . . . . . I At6 _ 23,202 51,343 rate increase, substantial opposition.

Tot:1 Capital Requirements. $ 128,095 $ 185,396 $_230 720 may be expected. Failure to receive....

adequate and timely rate relief with
Sources of these capital requirements respect to Wolf Creek would have a

have been as follows: substantial adverse effect upon the
External . . . . . . . . . . . . . . . 97.0 % 93.4 % 100.0 % financial condition of ,the Company.

Internal.... .... 3.0 6.6 0.0

""h * ""'la
..... ..

Total Sources. . . . 100.0 % 100.0 % 100.0 % d nI 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

is to maintain a capital structure of ap- crease is required: (1) to recover all operation of Wolf Creek, the Com-
proximately 45re common equity, costs related to Wolf Creek,(2) to true- pany anticipates having reserve capaci-
45% debt and 10% preferred stock. As up the 1983 interim rate increase on ty above its peak responsibility of ap-
of year-end 1983, the respective ratios Jeffrey Energy Center Unit No. 3 and proximately 60% during 1985. The
recre 41%,49% and 10%. In addition, (3) to recover other increased costs. To Company is supporting legislation
efforts will continue toward re- moderate the impact on customers of which would permit the KCC to
est blishing higher ratings on the Com- this large rate increase, the Company authorize the Company's phased in ap-

pany's securities. has proposed to phase in the full rate proach. The Kansas House of
increase in five annual steps, com. Representatives is considering a billConstruction expenditures are

typically financed initially with short. mencing on the date Wolf Creek begins which could severely , restrict the
term borrowings and are then refi. commercial operation. The phase in amount of rate increase with respect to

nanced by sales of long. term debt, plan would be designed to provide a the plant.

preferred stock or common stock, fair and reasonable return on the Com- The Company also intends to m'ike
Sales of securities, net of refundings, pany's total rate base, including de- application to the FERC for rme in-
for the 1981 - 1983 period included ferred charges, during the phase-in creases applicable to Wolf Creek with
$273 million of long-term debt, $42 period. respect to its wholesale sales, which
millic,n of preferred stock and $246 The exact amount of each step of the presently account for about 10Ve of
million of common stock. Financings rate increase is uncertain at this time, operating revenues.
during 1984 arc estimated at approx. For the purpose of allowing the KCC The FERC has authorized the Com-
imately $230 million, including 2 to compare the Company's phase-in pany to borrow up to $100 million on a
m31 ion shares of common stock ex- proposal to a one-time rate increase, short-term basis and the Company has
pected to be sold in March and at least the Company estimated that a $327 bank credit arrangements for this
$100 million of bonds. The types, million one-time rate increase would be amount. As of December 31,1983, the
amounts, and timing of other financ- required. This is 84% of budgeted 1984 Company had $9 million of short term
ings will depend upon cash re- operating revenues. The phase-in ap- borrowings.
quirements and market conditions. proach as presented reflected increases The Company has two long-term

The Company intends to apply for a above previous year's operating bank loan facilities, one making
rate increase to the KCC in the summer revenues of 39.4%, 10.2%, 8.9f*, available up to $100 million and the
c f 1984 designed to become effcctive at 7.7% and 8.4%. These illustrative in- other $200 million, both on a revolving
the time Wolf Creek is placed into creases do not represent the exact rate credit basis. The first expires August
commercial operation. This rate in. increases to be requested. 31,1986 and the second May 31,1987,

14



.t which times the facilities may be the August 1982 completion of a co- January 1982 rates allowed by the
jconverted to four-year term loans. As generating unit by a major customer KCC. The treatment recognizes the in- iof December 31, 1983, $100 million resulted in reduced industrial demand. come tax effect of allowance for bor-

was outstanding under one of these After excluding the effect of the rowed funds used during construction
agreements. The other $200 million is decrease in sales to this single as deferred income taxes charged to
r.vailable as needed. customer, 1983 industrial sales in- operations with an offsetting credit to

The Company regularly sells com- creased 2% over 1982. Importantly, an interest charges.
mercial paper with up to 45 days improvement in industrial sales began A//owance for Funds Used During
maturity. Rated Al + /PI, the paper is developing in the second half of 1983 Construction (AFC)supported by a bank letter of credit as the unemployment rate in the Com- The Company does not generally(LOC). The LOC agreement, which ex- pany's primary service area fell from earn a return on CWIP until construc-pires July 8,1985, provides support for 9?o at the beginning of 1983 to under tion is completed and rates are in-
$50 million. 550 million of commercial Sto at year-end. creased to reflect the inclusion of thepaper was outstanding at year-end. Electric sales in 1982 were limited by project in rate base. However, the costsThe Company is presently negotiating a mild summer and the economic reces- of financing CWIP must be paid on ato extend the term of the LOC. sion, as retail kWh sales declined by current basis. AFC, which represents |A $25 million bankers acceptance 3Fo from 1981. these current financing costs, is {facility, which is collateralized by fossil
fuel inventory, expires February 28, Operation and Maintenance &penses capitalized to CWIP and included in i

1986. At year-end, $23 million was Fossil fuel prices have continued t the Company's Statement of Income..

outstanding. escalate in recent years. Natural gas As a result, both the cost of the project
and reported net income, but not cashpnce ' " "The, Company's indenture contains experiencing an nc ease f 1 To flow, are increased by the amount of

provisions which restrict issuance of AFC.1983 over 1982 levels and a 9% in-tdditional b,onds. Under the earnings crease in 1982 over 1981. As a result of . AFC, a non-cash c
nmgs, was $83 nulh,omponent of ear-test, which is the most limiting, as of increased gas prices, additional coal on m 1983, $66,

December 31, 1983, the , Company capacity and increased usage of pur- million in 1982 and $60 million in 1981,
wou,ld have been able to issue $164 chased power, use of natural gas and for these years represented 90To,
milhon of bonds, assuming an interest decreased by 1300 in 1983 from 1982, 94 % and 113 % , respectively, of
rate of 14''o. Under the property test * following a 14% decline in 1982 from reported earnings applicable to com-
as of December 31,1983, the Company 1981. Coal prices increased 9% in 1983 mon stock. AFC is expected to equal or
had $926 milhon of unfunded net pr - and 18co in 1982. Utilization of coal exceed earnings applicable to commo,n
perty additions which were suffi,cient increased by 3% in 1983, following a stock until such tirne as Wolf Creek isto issue $648 million of additional decrease of 4% in 1982. placed in commercial operation.
bonds.

The Company,s Restated Articles of Due to increasing fuel costs, pur. Interest Expenses.

chase power continued to be a signifi. Interest expenses have been upIncorpor,ation contain no financial
tests hmitmg the issuance of additional cant percentage of total power supplied substantially in recent years primarily
shares of preferred stock. to the Company's system. Purchased due to increased indebtedness incurred

electricity in 1983 increased by 23% to finance construction. Interest on
Res:lts of Operations over the prior year following a 71% in. long-term debt increased in 1983 by

crease in 1982. Consequently, these ex- 7%, following a 440o increase in 1982.
Operating Revenues and Sales penses increased by 25% and 65fo in The embedded cost of long-term debt

Operating revenues in 1983 increased the same periods. The Company's wes 9.45% in 1983,9.66% in 1982 and
12 7e over the prior year, following a policy is to purchase power when it is 10.52% in 1981.
12% increase in 1982. The 1983 in- cheaper than the incremental cost of its Earnings and Dividends
crease resulted from the April and May own generation. Earnings applicable to common1983 retail rate increases and an 11% The combined increase in other stock increased by 30% in 1983 andincrease in the combmed cost of fuel operation and maintenance expenses 33% in 1982. The number of averageand purchased power, which are was less than 4% in 1983, primarily shares outstanding increased 27% inrecovered through the fuel adjustment due to less maintenance at the La 1983 and 26% in 1982. Earnings percliuse on a current basis. Similarly, the Cygne Generating Station and strin- average share of common stock weremcrease m operatmg revenues in 1982 gent cost control measures im- $3.08 in 1983, up from $3.00 in 1982resulted from a January 1982 retail rate plemented by Company management. and $2.85 in 1981. The earned returnincrease and the recovery of a 10% m- This followed a 9% increase in 1982 on average common equity was 15.8%crecse m fuel and purchased power over 1981, which was due in most part in 1983,15.5% in 1982 and 14.5% incosts. to inflation. 1981. The indicated year-end dividend

Retail kWh sales for 1983 were vir-
tuilly unchanged from 1982 levels. Inc me Taxes rate increased at an annual compound

. rate of 6% from $2.12 in 1981 to $2.36Although residential and commercial Income taxes charged to operations in 1983'
sales increased by 5fo and 2%, respec. amounted to $40 million in 1983, a
tively, industrial sales remained 40% increase over 1982. This was due Impact of Inflation and Changing
depressed for the year, posting a 5% mainly to, increased revenues from rate Prices
decline. A warmer than normal sum. increases m 1983. Inflation has had a continuing im-
m;r helped boost residential and com- Inccme taxes increased by 216% in pact on the Company. A discussion of
merci 1 sales. However, the lingering 1982 primarily as the result of an ac- its effects is included in Note 13 of the
cffects of the economic recession and counting treatment effective with the Notes ;o Financial Statements.

15

- - _ _ _ _ _ _ _ _



Kansas Gas and Electric Company

STATEMENTS OF INCOME
For the Years Ended December 31

1983 1982 1981

(Thousands of Dollars)

Operating Revenues (Note 2). . . $ 393,053 $ 350,937 $ 313,093..... ... . .. .... .. .

Operating Expenses:
Fuel . . . . . . . 139,339 128,043 127,748.. .. . . .. . .... . .

Purchased power - net. 24,541 19,587 11,860. .. ... ..... . . .. .. ... .

Other operation. 43,050 39,179 35.658. . . . . . .. . ......

Maintenance. . . 27,871 29,064 27,173.. . . . . . .. . . ..

Depreciation. . . 29,919 27,288 26,578. . . . . ... .

Taxes - other than income taxes. 15,078 13,419 12,610. ... . . . .. .....

Income Taxes (Note 9). 39,903 28,447 8,992. . .. .. . .... .... ......

Total operating expenses. 319,701 285,027 250,619. .. . . ..

Operating Income. 73,352 65,910 62,474.. . ..... .. .. . . .. .. ..

Other Income and Deductions?
Allowance for other funds used during construction. . . . . . . . 63,068 46,948 28,574

f Equity in earnings of subsidiary companies (Note 7). . . . . . . . 1,400 1,327 -

Miscellaneous - net. . 659 377 1,527...... . ...... .. . . ...

Income taxes - net (Note 9). . (1,061) (893) (785)... .... . ...

Total other income and deductions. . . . . . . . . . . . . . . . . . 64,066 47,759 29,316

Income before Interest Charges. . . 137,418 113,669 91,790.. .. .. .... ....

Interest Charges:
Interest on long-term debt. . . . 65,948 61,650 42,942........ .... .... ....

Other interest. . . . . . . 3,031 4,508 13,697.......... .... ..... ........

Amortization of debt premium, discount and expense - net. . . . . 768 916 703
Allowance for borrowed funds used during construction. . . . (39,867) (38,068) (31,527)

Total interest charges - net. 29,880 29.006 25,815...... ............... ...

NetIncome....................................... 107,538 84,663 65,975
Preferred Stock Dividends. . . . . . . . . 15,511 14,142 12,915... ... .. ........

Earnings Applicable to Common Stock. . . . . . . . . . . . . . . . . . . . $ 92,027 $ 70,521 $ 53,060

Average Shares of Common Stock Outstanding. . . . . . . . . . . . . . . 29,912,327 23,503,302 18,631,479
Ecrnings Per Share of Common Stock. . . . . . . . . . . . . . . . . $ 3.08 5 3.00 $ 2.85..

STATEMENTS OF RETAINED EARNINGS
For the Years Ended December 31

1983 1982 1981

(Thousands of Dollars)

Bilance at Beginning of the Yerr. . $ 134,544 $ 116,949 $ 102,864. ... . .. ..............

NetIncome.............................................. 107,538 84,663 65,975
Total.................................................. 242,082 201,612 168,839

Deduct:
Cash Dividends:

Preferred Stock (at prescribed rates of each series
Note 5) . . . . . . . . . . . . . 15,511 14,142 12,915.............................

Common Stock - $2.27 in 1983; $2.15 in 1982; $2.06 in
1981............. ................................. 68,572 52,253 38,595

Capital Stock Expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 189 673 380
Total................................................ _ 84,272 67,068 51,890

B: lance at End of the Year. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 137,810 $ 134,544 $ 116,949

See notes to financial statements.
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2ALANCE SHEETS, DECEMBER 31,1983 and 1982 |

1983 1982
ASSETS (Thousands of Dollars)
Electric Plant - at Original Cost (Note 6):

Plar.t in service. . . . $ %5,268 $ 856,632.......

Less accumulated provision for depreciation. . . 265,739 245,886
Net plant in service. 699,529 610,746. .. .

Construction work in progress. 946,749 799,990. . . .

Nuclear fuel. . . . . . . . 10,925 12,307
Total electric plant - net. . . . . . . . . . 1,657,203 1,423,043

Other Property and Investments:
Investrmnt in subsidiary companies (Note 7). ... .... ..

Special interest accounts - Flexible Demand series (Note 6).
. 13,684 14,010

14,789 -. . .. .

Other.. .. . . .. . . 191 173
Total other property and investments. . . .. . 28,664 14,183 |

Carrent Assets: 1

Cash . .... . .. . . . 1,917 2,537 |Temporary cash investments. - 4,700 i
. . . . .

Special deposits. . . . . . . . - 4,887 !
Accounts receivable - net. . . . . . . . 42,474 24,035
Fuel - at average cost. . . . .. . .. . 27,801 24,922
Materials and supplies - at average cost. . . . 8,329 8,770
Prepayrnents and other current assets. . . . . 1,192 1,076

Total current assets. 81,713 70,927. ..

Deferred Debits:
Unamortized debt expense. . 6,690 5,535. . . . .

Other . .
. . .. 3,%2 1,829..

Total deferred debits. 10,652 7,364. . . . .

Tc tal . . .. . . . .. . $1,778,232 $1,515,517. ..

CAPITALIZATION AND LIABILITIES
Cepit;liz; tion:

Common stock, without par value, authorized 50,000,000 and 35,000,000 shares,
respectively; outstanding 31,671,966 and 26,412,589 shares, respectively
(Note 4). $ 484,405 $ 383,781.... .... . . . . .. . ...

Retained earnings (Note 6). 157,810 134,544.. . .... .... . .. .

Other paid-in capital (Note 4). . 959 857. .. . .. . . . . .. .

Common stock equity. . 643,174 519,182. . ..... .... . . ... ..... . .

Preferred stock - redemption not required (Note 5). . . 63,701 63,701.. .. ... ....

Preferred stock - redemption required (Note 5). 95,000 95,855. .. .. .... ... ..
Long term debt (Note 6). 753,242 613,781.. .. . . .. . . . . . . . . ....

Total capitalization. . . . . . . . 1,555,117 1,292,519.... . .. . . ... . . . ... ...

C:rre t Liabilities:
Short-term borrowings (Note 3). . . . . . . . . . . 9,000 -.... .. .. .. . ..... ..

Securities due within one year (Note 5 and 6). . . . 73 50,500.... .... .. . ... ..
Accounts payable. . . 69,030 45,016'.. . ... . . .. .... .... .. .. ..

Customers' deposits. 2,176 2,015.... . .. ..... ... .... .. . ... . .. ... ..
Taxes recrued. . . . 9,489 6,786........... .. ... ......... ... . .. ....

Interest accrued . . . . . . . . . . . . . . . . 15,957 16,336.... .... . .... ... ..... .

Dividends declared . . . . . . . .. . . ........ .. ... .. .... ..... .. - 3,905
Other current liabilities. . . . . . . . . . . 133 165... ... . .. .. .......... . . ..

Tottl current liabilities. . . . . 105,858 124,723.. .. ... .... . ... ......... ......
Deferred Credits:

Accumulated deferred income taxes. .| 82,970 69,053... ........... . ............ .....
Accumulated deferred investment tax credit. . . . . . . . . . . . . . 30,642 26,390.................

Custom rs' advances for construction. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,285 1,825Oth;r . . . . . . . .
485 397. .. ... ......... . . ..............................

Totrl de ferred credits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 116,382 97,665
Ceserve for Injuries and Damages. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 875 610
Cc'ommitments and Contingent Liabilities (Notes 2 and 10)
& til . . . . . . . . . . . $1,778,232 $1,515.517. ........ ..........................................

See notes tofinancialstatements.
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Kansas Gas and Electric Company

STATEMENTS OF SOURCES OF FUNDS FOR CONSTRUCTION
For the Years Ended December 31 .

1983 1982 1981

(Thousands of Dollars) ,
Sources of Funds

From Operations:
$ 107,538 $ 84,663 $ 65,975Net income. . . . .... . . . . .

Non-cash charges (credits) to net income:
29,919 27,288 26,578Depreciation . . .... .. . . . .

Deferred income tax and investment tax credit. . . . . . . . . 36,993 27,083 6,053
Allowance for funds used during construction (AFC). (102,935) (85,016) (60,101)
AFC credits on KEPCo advance. . . .. ..

- - 9,821
Other - net. . 768 916 703. .. . .. .. .

Funds from operations. 72,283 54,934 49,029. . .

Dividends. 84,083 66,395 51,510. . . .. .. .

Funds retained (used) in business. (11,800) (11.461) (2.481). . ....

From Financing:
139,787 67,095 167,709Long-term debt proceeds. . . . . ......

Securities redemption. (51,343) (23,202) (1,046). . . . . .. . .

. . . .. .
- 15,000 30,000Preferred stock.

Common stock. . . . . . 100,624 109 370 36,008
.

investment in subsidiary company. - (13,500) -

Investment-special interest reserve accounts. . (15,045) - -
.

Increase (decrease) in short-term borrowing. .. 9,000 (4.775) (20,875)

Funds from financing. 183,023 149,988 211,7 %.. ...

Advance - KEPCo. . . - - 5,000......... ... . ........ ..

Payments to CFC for KEPCo's credit or credited to
sales price:

Advances . - - (69,500). ..

Accrued interest. - - (24,028). . . . . . ..

Net . - - (88,528). . . .. . .. . ..

(Increase) decrease in working capital (other than short-term
borrowings and securities due within one year)

Cash . 5,507 1,551 (1,428).. . . ... .. .. .. .

Temporary investments. , 4,700 5,300 (10,000). . . . ...

Accounts receivable.. (18,439) (4,254) 2,731. ... . . .. ... ..

Other current assets. (2,554) (2,679) 3,808. .. . . . .

Accounts payable. . . 24,014 18,098 6,910.. . ...

Other current liabilities. (1,452) 6,808 (2,431). .. ...

Subtotal . . 11,776 24,824 (410)... ... . . .... .. ......

Other - net. (3,622) (1,157) 6,672........ . .. . ... . .. .. . ..

Total Funds Used for Construction (excludes AFC). $ 179,377 $162,194 $127,049..........

See notes tofinancialstatements.

NOTES TO FINANCIAL STATEMENTS
Maintenance and repairs of property and replacements and

1. Summary of Significant Accounting Policies: renewals of items determined to be less than units of pro-
System of Accounts - The Company is subject to the petty are charged to operating expenses. The cost of units

jurisdiction of the State Corporation Commission of Kan- of property replaced or renewed, plus removal costs, less
sas (KCC) and the Federal Energy Regulatory Commission salvage, is charged to the accumulated provision for
(FERC) and maintains its accounts in accordance with the depreciation, and the cost of related replacements and
uniform system of accounts prescribed by these regulatory renewals is added to electric plant. Betterments are charged
commissions. As a regulated utility, the accounting prin- to electric plant.
ciples applied by the Company differ in certain respects Nuclear Fuel - The cost of nuckar fuel in process of
from those applied by non-regulated business. refinement, conversion, enrichment, and fabrication is

Electric Plant - The Company performs a portion of its recorded at original cost. The account has been credited
construction work and capitalizes general overhead and for the proceeds received to date from a settlement agree-
engineering expenses related to construction projects. ment with Westinghouse Corporation.
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3Allowance for Funds Used During Construction - nually, or approximately 14To, utilizing an adjusted test Mi Allowance for funds used during construction (AFC), a year ended h1 arch 31,1982. The filing provided for rates ~"I

non-cash item, is defined in the applicable regulatory of return of 18.5?o on common equity and 13.07To on rate ji system of accounts as the net cost during the period of con. base. An order was issued on April 8,1983 granting the
struction of borrowed funds used for construction pur- Company $15.2 million, with rates of return of 15.5To on g
poses, including nuclear fuel and a reasonable rate on common equity and ll.52To on rate base. The increase g

g
. other funds when so used. This allowance has been added became effective April 25,1983. gto all major construction projects with semi-annual com- On h1 arch 15,1983, the Company filed an interim retail }. pounding. Effective h1ay 1,1982, upon receiving approval rate increase with the KCC in the amount of $25.0 million e

nom the FERC, the Company adopted a policy of up- annually or approximately 8.6To, utilizing a test year end- fdating its AFr rate monthly. The annual average net AFC ed December 31,1982. After the April 8,1983 order was a
rate for 1983 and 1982 was 9.81To and 9.72Wo, respectively. issued, the interim rate increase request was amended =

, For 1981, AFC was capitalized at a gross rate of 11.2% for downward to $20.3 million annually, or approximately 4January through September and 12% for October through 6%. The request included the estimated investment for Jef- =December. frey Energy Center (JEC) Unit 3, which commenced com- y
Depreciation - For accounting purposes, the Company mercial operation on hiay 27,1983. The KCC granted an 'I

is depreciating the original cost of property by the straight- $18.9 million interim rate increase, subject to refund, ef- -

line method over its estimated remaining service life as fective hiay 28, 1983. Under the procedural guidelines "

determined by independent engineers. Depreciation provi- issued by the KCC, the rates are based on a return on com- -!
'

sion stated as a percent of original cost of depreciable pro- mon equity of 15.5To and a return on rate base of i1.37%. Eperty was 3.3?o for 1983 and 1982 and 3.4Wo for 1981. For the year ended December 31,1983, approximately 2
Incomc Taxes - In the calculation of income taxes, the $11.3 million of revenues were collected subject to refund 2. Company (i) uses liberalized depreciation for additions for under the interim rate filing above. -

1973 through 1980 and ACRS beginning in 1981, and (ii) Federal:

Revenue in February 1980, the Company filed with the FERC for --hutilizes other tax benefits as, permitted by the Internal

straight-Im, Code, consi,stmg prmcipally o,f differences ine depreciation and the deduction currently for an increase in rates to certain of its municipal customers h
mterest and taxes capitalized for book purposes. Deferred for an additional $2.2 million on an annual basis. On Oc- -

,

taxes are provided for such items as approved by the ap- tober 4,1983, FERC issued an opinion awarding $1.8 8

$,propriate regulatory commission and as required by the in- million of the requested annualincrease.

ternal Revenue Code. For 1981 AFC is recorded in Electric On January 28, 1982, the, Company filed initial rate
-

Plant on a gross basis. Under the gross basis the income schedules with FERC to provide service to Kansas Electric g
=-

tax effect on the borrowed funds portion of the AFC is Power Cooperative, Inc. (KEPCo). These rates were per- g
capitalized for financial reporting purposes. Effective m tted to be placed into effect, subject to refund, on
January 1,1982 in connection with an order from the February 1,1982. On November 4,1983, FERC rejected a y

y

KCC, AFC is recorded in Electric Plant on a net basis with proposed settlement agreement in this rate case. Settlement g
an amount equivalent to the income tax effect on the bor. negotiations have resumed but no procedural dates have ;

rowed funds portion of the AFC charged to deferred taxes been set. a
under operating expenses and credited to AFC. On March 30,1982, the Company filed with FERC for 3

The Company defers and amortizes the investment tax an increase in rates to KEPCo an,d certain municipalitie,s. j
credit over the life of the applicable property, in accor- This request represents a $2.1 million annual merease m a
dance with an order of the KCC. wholesale revenues. On August 1,1983, FERC accepted a '

se men agreement betwpen th Company ad p gRevenues - Operatin8 revenues and accounts receivable
include amounts actually billed for services rendered and municipal customers providmg for an annual increase m a
fuel adjustment clause variances. The Company does not revenues of $0.2 million. The remaining portion of this re- J
accrue an estimate for unbilled revenue. quest is being collected subject to refund. A hearing was E

Fuel Adjustment Clause Revenue - The Company's held in late April 1983 and the rate case is still pending. 3

rate schedules melude a fuel adjustment clause which per- For the years ended December 31,1983 and 1982, -?
mits current recoveries of fuel costs on an estimated basis. approximately $3.0 millicn and $1.9 million, respectively, 7

The variances between actual and estimated are cleared of revenues were collected subject to refund under the two #

d as an adjustment 1982 FERC rate filings described above.
throu$h e fuel adjustmeri c use On July 15,1983, the Company filed an application with

raw sa ra increase n am unt of WA. ccouwritten m.nts Payable - Accounts payable includes check.s million annually or approximately 14?o, utihzmg a pro-
-

amounts exceeding the balance of funds held in
certam bank accounts pursuant to an agreement between jected test year ended June 30,1984. The application was 6
the Company and the bank. subsequently amended on October 26,1983 to $4.0 imillion. The request included the investment for JEC Unit a

2. Rate Matters: 3 and allowable construction work in progress. The filing 1
provided for rates of return of 16.9% on common equity

State: and 13.22% on rate base. Although the Company re- -

On December 31,1981, the KCC granted a 19.61% retail quested the rates to be effective September 30,1983, FERC g
rate increase to the Company. The increase became effec. suspended the rates relating to transmission services by one ative on January 15, 1982. day and the rates on firm power sales until February 29,

,

On August 13, 1982, the Company filed with the KCC 1984.
g

for a retail rate increase in the amount of $48.0 million an- -

19 2,
_

_ - .



Kansas Gas and Electric Company

3. Short Term Borrowings: 5. Cumulative Preferred Stock:
At December 31,1983 and 1982, bank credit ar- December 31,

ringements on a short-term basis have been authorized by 1983 1982 Call Price
FERC up to $100 million. The Company has bank credit (Thousands ofDollars) (At
arrangements for this amount. The Company draws upon December
th:se sources to meet short-term cash requirements. 31, 1983)
Average interest costs are based upon daily average Redemption not
outstanding loan balances. The maximum amount required - except
outstanding during 1983 and 1982 was $59,000,000 on at the company's

December 20,1983 and $79,200,000 on August 31,1982, ption:

3respectively. The weighted average interest rate, including #~3'l,#''a th,,i . ed,fees, was 11.3% for 1983 and 14.1% for 1982. and outstanding,
82.011 shares. $ 8,201 $ 8,201 $110.00

4. Common Stock and Other Paid-in Capital: Serial, $100 par

Changes in Common Stock were as follows: value; authonzed,
255.000 shares:Shares Amount 4.28% series, out-

(Thousands standing 45,000
Authorized Outstanding of Dollars) shares . 4,500 4,500 101.00. ...

Balance 4.32% series, out-
January 1,1981. 20,000,000 16,890,057 5238,403 standing 60,000
Additional shares shares. 6,000 6,000 101.64.

sold. ......... 2,000,000 27,440 L44'/o senes, out-
Employees Stock standing 150,000
Purchase Plan, ,hres . . . 15.0 % 15,000 IN.95.

Employee Stock Serial, dthout par
Ownership Plan value (Note):
and Dividend $8.66 series, out-
Reinvestment standing 300,000
Plan . . . . . . 617,029 8,568 shares . 30,000 30,000 106.50.

Additional shares Total . 563,701 563,701. ..

authorized . !$,000,000.

Redemption required:
Balance
December Serial, without par
31, 1981.... 35,000,000 19,507,086 274,411 value (Note):

Additional shares $2.42 series, out-

sold. 6,000,000 95,335 standing 602,914
........

Employee Stock and 634,219

Purchase Plan shares,

and Dividend ' respectively . . . . . $15.073 $15,855 527.42
$8.125 series, out-Reinvestment

Plan . . 905,503 14,035 standing 100,000
shares . . 10,000 10,000 107.08. ...

Balance 58.00 series, out-

3 92 35,000.000 26,412,589 383,781 fhar ".8 '50,000
.

58 b,sold.......... 4,000,000 76,828 , a din
Employee Stock shares . 10,000 10,000 IN.58. ..p ,e ,,e p ,n,

serie o -
$15'n ingEmployee Stock a

Ow$iv PP shares. 30,000 30,000 111.63,d end
. .

$13.25 series, out-
Reinvestment standing 150,000
Plan . . . . . . . . . 1,259,377 23,7 % shares.. ..... 15,000 15,000 ncne

Additional shares
authorized . . . . . 15,000,000 Subtotal . . . . . . . 95,073 95,855

Less: Secunties due
Balance within one year., 73 -

* '"****** '3 , 9 3. . . . . . . 50,000,000 31,671,966 5484,405

The Other Paid-in Capital represents the cumulative Note: Serial Preferred Stock without par value,6,000,000
gain on the reacquired preferred stock and premium on in. shares authorized.
iti:1 sale of preferred stock. 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 rata
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in the ye r ended September 30, 1987. The Company Guarantee of pollution control
issued Serial Preferred Stock, without par value, in the revenue bonds -
amount of 300,000 shares of the $15.50 Series in March 5-3/4% series, due 2003. . . . . . . . 15,000 15,000
1981. Flexible Demand series, due 2013 70,000 -

The following preferred stock may not be redeemed Flexible Demand series, due 2013 87,000 -

prior to the date shown below through the use, directly or Securities held by Trustee -
indirectly, of the proceeds of indebtedness or of the is. Flexible series. . . . (17,842) -

.

suance of stock of equal or prior rank, at an effective cost 16-3/4% promissory note,
.to the Company of less than the amount shown (except in due 1989. . . . . . . . . . . . . . . 39,400 39,400

: the case of the $2.42 and $8.25 Serial Preferred Stock for Credit agreement. . . . 50,000 50,000...... ...

mindatory or optional sinking fund purposes): Bankers acceptance agreement.. 23,000 23,000

Series Date Effective Cost in8 bank loan, due 1990. . 100,000 100,000
,,,,,_,

$ 2.42 hiarch 1,1985 9.68 % Unamortized premium and
$15.50 h1 arch 1,1986 15.50 c"' discount - net. . . (11) (1).... .. ..

| (pril 1,1988 Total Other Long-Term Debt. . 366,802 227,7155%

Subtota! . . . . . . . . . . . . . . . . . . 753,242 664,281
The mandatory sinking fund obligations for the various Less: securities due within one year - 50,500

Series are: Total . . . . . . . . . . . . . . . . . . . . . 5753,242 $613,781
Annual

Period Number of Shares Required redemptions for 1985 through 1988 amount to
series Commencing Completion Minimum Maximum $60,000,000, $32,300,000, $38,300,000, and $8,300,000,

s 2.42 april I 1980 April 1,1999 40,000 80.000 respectively. There are no requirements in 1984. The
5 s.125 April I,1989 April I. 2018 3.333 6.666 redemption requirement for 1988 would be increased to in-
5 s.00 March 28.1985 - 150.000 - clude both Flexible Demand series in the event that the ir-
5 8.25 July 1,1986 - 20.000 - revocable letter of credit agreements are not extended or

July I.1987 - 50,000 - other arrangements for collateral are not made.

$[$ [ Z First hfortgage Bonds may be issued in additional
515.50 April I,1987 April I,1991 60.000 - amounts, limited only by property, earnings and other pro-
513.25 October 1.1988 October I,1992 30,000 - visions of the Company's hfortgage dated as of April 1,

1940, as supplemented (htortgage). Electric plant is subject
Amounts related to shares to be redeemed within the to the lien of the htortgage except for transportation

next yerr have been shown as a current liability. Purchases equipment.of the $2.42 and $8.125 Series in ex;ess of the minimum
can be used to satisfy future minimum requirements. The hfortgage contains provisions which, under certain

conditions, restrict distributions on or acquisitions of the
All of these redemptions will be made at stated value Company's Common Stock. At December 31,1983 and

plus unpaid accumulated dividends. 1982, none of the retained earnings were restricted thereby.
The 6.8% series due 2004,6% and 5 7/8% series due

6. Lorg Term Debt: 2007 are pledged as collateral for Pollution Control
December 31, Revenue Bonds issued by Kansas municipalities.

1983 1982 Proceeds from the sale of $70,000,000 Flexible Demand
(Jhousands of Dollars) Series, due June 1,2013, were used to refund the 6-1/2%

First hfortgage Bonds: and 7-1/4% Series due 1983 and also were invested by a3-5/8% series, due 1983. . . . . . . 5 - $ 10,000 trustee pending application to additional costs of pollution
6-l/2% series, due 1983. . . . . . . . - 15,000 control facilities. In addition, certain proceeds are held by
7-l/4% series, due 1983. . . . . . . . - 25,500 the trustee in special interest accounts which are pledged
3-3/8% series, due 1985. . . . . . . 10,000 10,000 for debt service. This series was issued with the collateral
3-3/8% series, due 1986. . . . . . . 7,000 7,000 of an irrevocable letter of credit which expires on June 1,
16-l/4% series, due 1987. . . . . . . 30,000 30,000 1988. The letter of credit agreement permits extensions on
4-5/8% series, due 1991. . . . . . . . 7,000 7,000 an annual basis upon mutual agreement of the bank and
14 7/8% series, due 1987 1991.. 30,000 30,000 Company. The interest rate on this series is subject to
5-5/8% series, due 1996. . . . . . . . 16,000 16,000 change weekly determined on the basis of prevailing
167e series, due 1996. . . . . . . . . . . 25,000 25,000 market rates for debt instruments of like quality. The
8-1/2We series, due 2000. . . . . . . . 35,000 35,000 weighted average net interest rate was 5.5% for 1983.
8-1/8% series, due 2001. . . . . . . . 35,000 35,000 The major portion of proceeds from the sale of
7-3/87e series, due 2002. . . . . . . . 25,000 25,000 $87,000,000 Flexible Demand Series, due December 1,
6.87e series, due 2004. . . . . . . . . . 14,500 14,500 2013, were used for costs of existing pollution control
9-5/8% series, due 2005. . . . . . . . 40,000 40,000 facilities. Other proceeds were deposited with a trustee and
8-3/8 7e series, due 2006. . . . . . . . 25,000 25,000 invested pending construction of additional pollution con-
8-l/2% series, due 2007. . . . . . . . 25,000 25,000 trol facilities. The remaining proceeds are held by the
6% series, due 2007. . . . . . . . . . . 10,000 10,000 trustee in special1yerest accounts which are pledged for
5-7/8% series, due 2007. . . . . . . 21,940 21,940 debt service. This series was issued with the collateral of an8-7/8% series, due 2008. . . . . . . . 30,000 30,000 irrevocable letter of credit which expires en December 1
Securities held by Trustee. . . . . . . - (374) 1988. The letter of credit agreement permits extensions on

Tot:1 First htortgage Bonds. . . 386,440 436,566 an annual basis upon mutual agreement of the banks and
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Company. The weighted average net interest rate was costs over a ten-year period. Of these amounts,
5.8r for 1983. A portion of the series will carry a fixed in- $1,271,000, $1,178,000 and $1,102,000 respectively, wereo

terest rate through July 31,1984, and the remaining por- included in plant construction costs. The Company's
tion will have an interest rate subject to change weekly on policy is to fund pension costs accrued currently,
the basis of prevailing market rates for debt instruments of Actuarial Present
like quality. Value of Benefits

The long-term debt on financial statements has been at a 6.5"o Assumed
reduced by the amount of funds held by trustees for future Rate of Return November 30,1983 November 30,1982'

construction expenditures plus accrued earnings on in- Vested participants $37.9 million $35.6 million
vested funds. The construction fund investment will be Non-vested

withdrawn upon incurrence of qualified expenditures. participants 1.3 million 1.0 million -
Total 539.2 million $36.6 millionThe special interest accounts are invested and used

htarket value of netperiodically for interest payments and subsequently
" blereplenished up to the original account balances of $15.045 {S$5ener s

milhon. In December 1983, the Company adopted plan amend-
, The 16-3/Ro promissory note due Ntay 1,1989, was ments to change the benefit formula and improve benefits
issued to a wholly-owned offshore financial subsidiary, under the plan. The assumed earnings rate on invested

, ,

Isansas Gas and Electric International Finance N.V. The funds was increased from 6-l/2To to 7-1/2Wo. The ac-
Company's First N1ortgage Bonds 15-3/4ro series due Ntay tuarial cost method and assumptions were changed in-
1,1989, m the amount of $40 milhon, are pledged as col- cluding a change from 10 to 30 year amortization of un-
lateral for guaranteed notes issued by the subsid:ary (see funded past service cost and a change in the method of
Note 7). asset recognition. The cost of the 1983 amendment and ac-

The credit agreement, which expires on July 8,1985, tuarial cost method change will be partially offset by the
enables the Company to sell up to $50 million in pro- changes in assumed earnings rate and amortization period,
missory notes supported by a bank letter of credit and ob-
tain certain revolving credit loans. The weighted average 9. Income Taxes:interest rate, includmg fees, was 10.0% for 1983 and

The effective Federal income tax rates differ from the
.

13.iro for 1982. am unts c mputed by applying the Federal statutory rates
The bankers acceptance agreement, which expires on to income before income taxes. The reasons with related

February 28,1986, enables the Company to borrow up to percentage Wects are.
$25 million by collateralizing its coal and fuel oil inven-
tories at rates based upon the banks' discount and accep- 1983 1982 1981
tance charge. The weighted average interest rate, including Statutory Federal income tax rate. . . 46To 46To 46To.

fees, was 10.0% for 1983 and 13.4r for 1982. Add (Deduct) income tax effects of:o

The revolving bank loan, due 1990, for up to $100 Allowances for other funds used
million is comprised of a revolving credit loan until during construc, tion. . . . . . . . . . . . . . . (20) (20) (31)
September 1,1986, followed by a four-year term loan with Depreciation timing differences. . . . . . . 1 I 2

right of repayment at any time without penalty. The Taxes and pensions capitalized. . . . . . . . (1) (2) (3)
weighted average interest rate, including fees, was 10.lfo Amortization of investment , tax credit. . (1) (1) (1)
for 1983 and 10.9fo for 1982. Other items - net (no one item

m kes up more than 2Wo). - (1) J2)_The term bar.k loan, due 1986, for up to $100 million .........

was terminated on June 9,1983 and was replaced with a Effective Federalincome tax rate. . . . . . 25Po 23% 11%
revolving bank loan, due 1991, which enables the Com- Income taxes as recorded in the Statements of Income are:
pany to borrow up to $200 million on a revolving credit 39g3 g9gg g9gg
basis until Stay 31, 1987, followed by a four-year term
loan with right of repayment at any time without penalty. IThousands 8/ Dolla'3/

O iThe Company did not borrow under either of these ar- e pen s(
,

rangements durmg 1983.
Federal........ ...... $ 1,7% $ 948 $2,639
State................. 1,114 416 300

7. Finance Subsidiary: Deferred - Federal. . . . . . . 11,191 6,578 6,653
The Company uses the equity method to account for the -State......... 1,758 1,035 1,047

investment in its wholly-owned offshore finance sub- Deferred tax effect of
sidiary, Kansas Gas and Electric International Finance AFC - borrowed. . . . . . . 19,792 18,899 -

N.V. The original capitalinvestment in this subsidiary was Investment tax credit - net 4,252 571 (1,647)
$13,500,000. This subsidiary was incorporated in April Tot al . . . . . . . . . . . . . . . . 39,903 28,447 8,992
1982 primarily to permit the Company to secure

Other income andEurodollar loans from foreign sources when economic and
deductions:expedient to do so. (see Note 6). .

Currently payable -
Fed eral . . . . . . . . . . . . . . 917 772 6788. Retirement I,lan:
State.................

144 - 893 785

121 107
The Company has a non-contributory retirement plan To t a l * * * * * * * ' ' * * * * ' ' ' 1'061for all employees. The total cost for the years 1983,1982,

income taxand 1981 was $2,204,000, $2,399,000, and $2,563,000
respectively, which includes amortization of prior service expense - net. . . . . . . . $40,964 $29,340 $9,777
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At December 31,1983, the Company has unused invest- 12. Quarterly Financial Statistics (Unaudited):
nent tax credits including those related to the employee (Thousands except per shec)
tock ownership plan of approximately $88 million M33
qvriltble for carryforward to future years.,1f not utilized, 4th 3rd 2nd 1sthe r;mammg carryforward credit will expire in the years
t

WN3 through 1998 in the amounts of $7 million, $20 Qtr. Qtr. Qtr. Qtr.
nillion, $16 million, $13 million, $17 million, and $15 Operating Revenues.597,588 $134,172 $80,064 $81,229
i

tillion, respectively. Operating income. 16,283 30,488 s3,418 13,163
Net income. . . . . . 25,826 38,610 9 ,154 21,948

10. C:mmitments and Contingent Liabilities: Earnings Applicable
Th construction budget (exclusive of nuclear fuel) for to Common Stock. 21,958 34,735 17,272 18,062

l984 is epproximately $314 million. The Company has Average Shares
;ubst .ntill commitments in connection with its construc- Outstanding . . . 31,647 31,328 29,001 27,675
ion progrim. including the estimated $303 million to com- Earnings Per Share. . $ 0.69 $ 1.11 $ 0.60 $ 0.65
)lete the Wolf Creek nuclear project.

1982On Janusry 27,1983, three Kansas municipalities filed a
Luit in the Federal District Court for the District of Kansas 4th 3rd 2nd 1st
iceking $21 million in damages for alleged violations by Qtr. Qtr. Qtr. Qtr.
.he Comp:ny of l'ederal and Kansas antitrust laws. The Operating Revenues.$79,513 $107,823 $77,537 $86,064
;ompliint alleges that the Company unlawfully has re- Operating Income. 14,625 24,539 12,240 14,5 %
used to wheel wholesale power for these municipalities.

,

Net income. . . . . 21,950 29,282 15,645 17,7863n Miy 27,1983, the Cot rt entered an order enjoining the
Company from refusinJ to wheel power for the Earnings Applicable
nunicip:.lities, pending final determination of the suit on to Common Stock.18,050 25,869 12,233 14,369
le merits. The Company has appealed this order. While Average Shares
.he outcome of pending litigation cannot be determined, Outstanding . . . . . . 26,219 23,784 22,866 21,144
.he Company is of the opinion that these allegations are Earnings Per Share. . $ 0.69 $ 1.09 $ 0.54 $ 0.68
without foundation. These quarterly amounts are unaudited, but in the opin-

in f the Company, include all adjustments, consisting
11. Jol:t Ownership of Utility Plants: only of normal recurrmg accruals, necessary to a fair

,

Compsey's Ownership at December 31,19s3 presentation thereof.

SeIlce nNo Pro 71s o's Market Prices and Dividend Rates of Common Stockr Per-
Dnies Millions 1983 for Dept. (MW) cent High/ Low Market Price Dividends

L3 Cygne June Common-NYSE 1983 1982 1983 1982

l #1(r) . . . . 1973 $ 108 $40 370 50 First Quarter 20-7/8 18-1/4 16-3/8 14-5/8 5.56 5.53
Le Cygne May second Quarter 21-1/4 19-3/8 16-5/8 15-l/8 .56 .53

#2(a). .1977 117 29 315 50 Third Quarter 20-5/8 18-5/8 17-1/2 15-3/8 .56 .53
effrey July Fourth Quarter 21-3/8 16-1/2 18-1/2 It-1/2 .59 .56
#1(b)..... 1978 68 12 132 20 The Company had 63,593 common stockholders as of

December 31,1983.
2(b).. 54 7 136 20...

Jeffrey May
I #3(b) . . . . . 1983 80 2 136 20 13. Supplementary Information to Disclose the Effects
Wolf Creek of Changing Prices -(Unaudited):
l #1(c) . . . . . 1985(d) 1,226(d) $923 541 47 The estimates of the effect of inflation on the operation
l ( ) Jointly owned with Kansas City Power & Light Com- of the Company, as set forth below, were prepared on
%ny. bases prescribed by the Financial Accounting Standards
' b) Jointly owned with The Kansas Power and Light Board's (FASB) Statement No. 33, " Financial Reporting
{o(mpan,y, Central Telephone and Utilities Corp. andand Changing Prices". This statement requires ad-

y(c) o n ly ned th a$sas ity Power & Light Com- hstments to historical costs to estimate the effects that
general inflation (Constant Dollar) and changes in specific

,

n rnd Kansas Electric Power Cooperative, Inc.
In-service date and construction costs are estimated, prices (Current Cost) have had on the Company's results

ju(na)udited) of operations. These data are not intended to serve as a

Amounts and capacity represent the Company's share substitute for earnings reported on a historical cost basis.

'nd are financed by the Company. The Company's share It does offer some perspective of the approximate effects
Yf oper: ting expenses of plants in service are included in of inflation rather than a precise measurement of these ef-
[he oper: ting expenses on the Statements of Income. fects.

Estimated property, plant and equipment (plant),
primarily consisting of plant in service and construction
work in progress, was determined for constant dollar pur-
poses by applying the Consumer Price Index for all Urban
Consumers (CPI U) to the historical cost of plant. The
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Kansas Gas and Electric Company ja
SUPPLEMENTAL STATEMENT OF INCOME ADJUSTED FOR CHANGING PRICES
For the Year Ended December 31,1983 -

Constant Dollar Current Cost
Conventional Average Average

llistorical Cost 1983 Dollars 1983 Dollars

(Thousands of Dollars)
'

$ 393,053 $ 393,053 $ 393,053Operating revenues. . .. . . .. . .

Fuel.. ... 139,339 139,339 139,339. . . . . .. ..

Purchased power.. 24,541 24,541 24,541.. . . .. .

Depreciation expense. . . 29,919 61,742 67,038
Other operating and maintenance expense. . 85,999 85,999 85,999..

Income tax expense - net. .. . ... 40,964 40,964 40,964
Interest expense - net. . . . . . .... . ..... 29,880 29,880 29,880
Other income and deductions - net. (65,127) (65,127) (65,127).. . . ..

Subtotal . . . 285,515 317,338 322,634. ..... . . . ..

Income from operations (excluding reduction to net
recoverable cost). $ 107,538 $ 75,715 $ 70,419... . . . . . .. .

Increase in specific prices (currem at) of property, plant
and equipment held during the year *. $ 124,860. . . .

Reduction to net recoverable cost. . . . . . $ (26,702) (52,400)
Effect of increase in general price level. . (93,866).. .

Excess of increase in general price level over increase in
specific prices after reduction to net recoverable cost. ... (21,406)

Gain from decline in purchasing power of net amounts owed. . 35,535 35,535.

Net . $ 8,833 $ 14,129. . . . .... .. . ...

Net assets at year-end at net recoverable cost. . . $ 632,366 $ 632,366

'At December 31, 1983, current cost of utility plant net of accumulated depreciation was $2,670,549,000, while historical
cost or net cost recoverable through depreciation was $1,657,203,000. -

m

current cost estimates were measured by applying the power during periods of inflation because the amount of
Handy-Whitman Index, of Public Utility Construction cash received in the future for these items will purchase
Costs to each major class of plant. Current cost is an less. Conversely, by holding monetary liabilities, primarily
estimate of the cost of currently replacing existing plant. long-term debt, the , Company benefits b,ecause the pay-
The resulting adjusted data for plant under either of the rnent in the future will be made with nommal dollar,s hav-

_

above methods is not indicative of the Company's future ing less purchasing power. The Company has sigmficant
** ""ts f I ng-term debt outstanding which will be paidcapital requirements because the actual replacement of ex- back in dollars havmg less purchasmg power and,

-

isting plant will take place over many years and is not likely therefore, for purposes of these calculations, has a net gain
. .

v
to be a reproduction of presently existing plant. from holding monetary liabilities in excess of monetary

The difference between current cost and the constant assets.
dollar data results from specific prices of plant increasing As allowed by FASB Statement No. 33, items in the In-
at a rate different than the rate of generalinflation. come Statement, other than depreciation expense, were not

The accumulated provision for depreciation for constant adjusted. The cost of fuel used in electric production was
dollars and current cost was developed by applying, for not adjusted because the effect on earnings was not
each major class of plant, the same percentage relationship material due to the relatively short turnover period be-
that existed between gross plant and accumulated provi- tween the incurrence of these costs and their recovery
sion for depreciation on a historical basis to the respective through the fuel adjustment clause.
adjusted plant data.

The regulatory process limits the amount of depreciation
'

Depreciation expense for both methods was determined expense included m the Company's revenue allowance and
by applying the Company's depreciation rates to the limits utility plant in rate base to original cost. Such
respective indexed plant amounts. amounts produce cash flows which are inadequate to

The regulatory process limits the Company to the replace such property in the future or preserve the purchas-
recovery of the historical cost of service in its rates. ing power of common equity capital previously invested.
Therefore, any excess of the value of plant under constant While this effect is partially mitigated by the benefit de-
dollars or current cost must be reduced to the net rived from holding long-term debt, the Company has a net -

recoverable cost, which is historical cost. The amount of purchasing power loss which is experienced by the com-
this excess that accrued as a result of inflation in the cur- mon shareholder and can only be overcome as a result of~
rent year must be reduced to net recoverable cost. adequate rate relief. However, the Company believes that

The Company, by holding assets such as receivables, it will be able to establish rates which will cover the in-
prepayments, and inventory, suffers a loss of purchasing creased costs of new plant when such costs are incurred.
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FIVE-YEAR CONIPARISON OF SELECTED SUPPLE 51ENTARY FINANCIAL DATA
ADJUSTED FOR EFFECTS OF CHANGING PRICES
'For the Years Ended December 31)

1983 1982 1981 1980 1979

(In Thousands of Average 1983 Dollars)
Constint dollar information:
'Jperating revenues. .... ... . $ 393,053 $ 362,226 5 342,977 5 355,236 5 336,242
Income from operations (excluding reduction

to net recoverable cost). $ 75,715 5 54,963 $ 41,058 5 36,527 $ 16,229... .........

income per common share (after dividend
requirements on preferred and preference
stock and excluding reduction to net
recoverable cost). . . $ 2.01 $ 1.71 $ 1.45 $ 1.74 5 0.44.

Net assets at year-end at net
recoverable cost. S 632,366 $ 529,836 $ 415,165 $ 394,432 $ 355,761.

Current cost information:
Income from operations (excluding reduction

to net recoverable cost). $ 70,419 $ 48,811 $ 34,417 5 28,944 $ 4,449.... .........

Income per common share (after dividend
requirements on preferred and preference

$ 1.84 5 1.46 $ 1.08 $ 1.22 5 (0.60)stock) . . ... ...... .

Excess of increase in general price level over
increase in specific prices after reduction to
net recoverable cost. $ (21,406) $ (13,276) $ (71,101) $(105,375) $(107,442)

Net assets at year-end at net
recoverable cost. S 632,366 $ $29,836 $ 415,165 $ 394,432 $ 355,764

G neral information:
Gain from decline in purchasing power

of net amounts owed. ... S 35,535 $ 33,693 $ 72,444 $ 97,247 $ 97,934
Cash dividends declared per common share. . $ 2.27 $ 2.22 5 2.26 $ 2.38 $ 2.62
Market price per common share at year-end. $ 17.25 $ 18.97 $ 16.29 $ 17.68 $ 20.93
Average consumer price index. 298.4 289.1 272.4 246.8 217.4.

Auditors' Opinion

To the Stockholders and the
Board of Directors of
Kansas Gas and Electric Company:

We have examined the balance sheets of Kansas Gas and Electric Company as of December 31,1983 and 1982 and the
related statements of income, retained earnings, and of sources of funds for construction for each of the three years in the
period ended December 31,1983. Our examinations were made in accordance with generally accepted auditing standard s and,
accordingly, included such tests of the accounting records and such other auditing procedures as we considered necessary in the
circumstances.

In our opinion, such f'mancial statements present fairly the financial position of the Company at December 31,1983 and
)982 and the results of its operations and the sources of its funds for construction for each of the three years in the period end-
ed December 31,1983, in conformity with generally accepted accounting principles applied on a consistent basis.

Krnsas City, Missouri
J:nutry 31,1984 Deloitte Haskins & Sells
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Comparative Electric Statements

Annual
Compound

Growth Rate
5 10

1983 1982 1981 Year Year

Sales in Kilowatthours (Thousands):
Residential . . . . 2,098,971 1,999,091 1,954,501 1.5 4.0. . . . . . .....

Commercial . 1,527,475 1,500,601 1,473,425 1.7 3.4. . . . . . ......

2,454,486 2,595,651 2,858,071 (1.7) 1.8Industrial . ....... ..... . .. . ....

Public street and highway lighting. . . . 65,292 65,426 64,656 0.8 1.6. . .

6,146,224 6,160,769 6,350,653 0.2 2.9Retail rates. . . ... . .. . . . . .... . .

1.114,674 1,077,695 1,117,70 _6 (10.0) 2.2Wholesale rates. . ... . .. .. .. . ..

Total kilowatthours sold. . 7,260,898 7,238,464 7,468,359 (2.0) 2.7. . . ...... .

Customers at End of Year:
Residential . . 213,819 210,698 209,343 1.9 2.1............... .. . .. .

Commercial . . .. 19.554 19,151 19,244 0.6 0.5
Industrial . 4,523 4,469 4,149 5.9 6.6........ .......... .. . .........

Public street and highway lighting. . . . . 655 612 580 9.7 13.7.... .. .

Retail rates. . . 238,551 234,930 233,316 1.9 2.1. .. . .. . ... ...... ......

Wholesale rates. . . . . . . . . . . . 40 42 105 (16.9) (7.8.. ...... .....

Total electric customers. . . . . . . . . . . . . . . . . . . . . . . . . . 238,591 234,972 233,421 1.9 2.1

Residontial:
A .erage kilowatthours per customer. . . . . . . . . . . . . . 9,901 9,529 9,433 (0.5) 1.8
Average revenue per customer. $669.% $576.70 $574.48 11.8 15.3...... . .... . . .

Average revenue per kilowatthour. . . . . . . . . . . . . . . . . . . . 6.77c 6.05e 5.04 12.4 13.3

Kilowatthours Generated & Purchased (Thousands):
Generated (net after station use). 6,806,286 6,894,437 7,489,687 (3.5) 2.1.. ........ .

Purchased . 1,128,312 919,055 536,735 27.5 11.3... .... . ..... ... ............. .

Total available. . . . . . . . . . . . . . . . . . . . . . . . . . . 7,934,598 7,813,492 8,026,422 (1.3) 3.0
Company use, line loss etc. . . . . 673,700 575,028 558,063 6.8 4.7... ... . .. ..

Total kilowatthours sold. . . . 7,260,898 7,238,464 7,468,359 (1.9) 2.8.... ..............

Average BTU per net Kilowatthour
Generated . 10,979 11,063 11,152 0.3 (0.1.......... ........ .......... . . . .

Average Fuel Cost per Million BTU. . . . . . . . . . . . . . . . . . $1.87 $1.68 $1.53 11.4 21.4
Power Resources (Afegawatts)

Available capacity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,160 2,029 2,064 2.1 2.7
System peak responsibility. . . . . . . . . . . . . . . . . . . . . . . . . , , , 1,700 1,626 1,707 1.9 3.5

Reserve capacity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
,__

d60 403 357 3.0 0.2
_

Utility Plant at Original Cost (Thousands):
Beginning o f year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,668,929 $1,444,080 $1,265,056 16.4 15.4

Capital expenditares. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 262,520 228,311 187,150 13.9 21.8
R etirem en t s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,507 3,462 8,126 24.3 14.3

En d o f yea r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,922,942 1,668,929 1,444,080 16.0 16.1
Accumulated provision for depreciation. . . . . . . . . . . . . . . . 265,739 245,886 221,708 10.6 11.2
Net utility plant . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,657,203 $1,423,043 $1,222,372 17.1 17.2

Em ploy ees a t Yea r.e n d . . . . . . . . . . . . . . . . . . . . . . . . . 2,016 1,856 1,721 7.8 4.7
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3:mp:rative Financial Statistics
Thousands)

Annual
Compound

Growth Rste
5 10

1983 1982 1981 Year YearElectric Operating Revenues:
Residential . . . . . . . . . . . . . $ 142,029 $ 120,980 $ 98,520 14.0 17.3..

Commercial. 88,976 79,282 72,992 10.7 15.3.. .. . .. ..

Industrial. 115,413 109,628 105,622 9.6 18.2........ ....... .

Public street and highway lighting. . . . 4,080 3,523 2,836 14.9- 15.4
Retail rates. 350,498 313,413 279,970 11.6 17.2.. . ..... .

Whol; sale rates. . . . . . . . . . . . . . 41,390 36,388 32,020_ 3.4 18.8.

Total sales of electricity. . 391,888 349,801 311,990 10.6 17.4. . .

Other.. . . .. ... 1,165 1,136 1,103 (2.") 5.8
Total electric operating revenues... 393,053 350,937 313,093 10.5 17.3

3peratlig Expenses:
Fuel . . . . . . .. .. .. 139,339 128,043 127,748 6.4 23.7
Purchased power. . .... .. . 24,541 19,587 11,860 42.6 27.6
Other operation. . . . ... . ... . 43,050 39,179 35,658 11.4 12.8
Maintenance . . . 27,871 29,064 27,173 12.9 18.6..... . .......

Depreciation . . . . . . . . . . . . . . 29,919 27,288 26,578 6.4 11.7.....

Taxes other than income taxes. . . . . . . 15,078 13,419 12,610 4.3 8.3
Income tax-s. 39,903 _ 28,447 8,992 16.4 18.9... . . ... .......

Total operating expenses. . . . . . . . . . 319,701 285,027 250,619 9.9 18.1
3perati:g Income. . . . . . 73,352 65,910 62,474 13.5 14.3.... ......

)ther Inc:me and Deductions:
A FC - other . . . . . . . . . . . . . . . . . . . . 63,068 46,948 28,574 48.5 36.4
Miscellincous - net. 2,059 1,704 1,527 95.0.. .... .. .... -

Income taxes - net. . . . . . . . (1,061) (893) (785) 94.5... .... . -

inc:me Before Interest Charges. . . . . . . . 137,418 113,669 91,790 23.6 19.6
l:terest Ch:rges:

Inter:st on long-term debt. . 65,948 61,650 42,942 22.7 19.5.........

Other interest. . . . . . . . . . 3,031 4,503 13,697 10.8 27.7.. ........

Amortiz tion of debt premium,
discount and expense - net. . . . . . . . . . 768 916 703 31.3 39.8

A FC - borrowed . . . . . . . . . . . . . . . . . . . . (39,867) (38,068) (31,527) 41.6 -

N'e t i n co m e . . . . . . . . . . . . . . . . . . . . . . . . . 107,538 84,663 65,975 30.0 25.1
Preferred Stock Dividends. . . . . . . . . . . . . 15,511 14,142 12,915 17.0 23.1
Earni:gs Applicable to Common Stock. . S 92,027 5 70,521 $ 53,060 33.3 25.4
shares cf Common Stock

Outst:nding (A verage). . . . . . . . . . . . . . . 29,912 23,503 18,631 22.0 20.3
Earnings per Share of Common Stock. . . . $3.08 $3.00 $2.85 6.2 4.3
Cash Dividends Paid per Share

ca Co m m on S tock . . . . . . . . . . . . . . . . . . $2.27 $2.15 $2.06 4.5 4.0
Capitalization: (Amount & Percent)

Long. term debt (less current
maturities) . . . . . . . . . . . . . . . . . . . . . . . $ 753,242 48.1% $ 613,781 45.7% $ 607,256 52.3% 15.0 15.4

Short. term debt (including current s

maturities) . . . . . . . . . . . . . . . . . . . . . . . 9,000 0.6 50,500 3.8 16,775 1.4 24.6 (3.1)
Tot;l debt. . . . . . 762,242 48.7 664,281 49.5 624,031 53.7 15.1 14.8..............

Preferred stock. . . . . . . . . . . . . . . . . . . . . 158,774 10.2 159,556 11.9 145,701 12.6 11.1 16.8
Comm:n equity:

Common stock . . . . . . . . . . . . . . . . . . 484,405 383,781 274,411 26.2 31.3
Retcined earnings and other paid.

in capital . . . . . . . . . . . . . . . . . . . . . 158,769 135,401 117,241 11.8 8.8
Tot:1 common equity. . . . . . . . . . . . 643,174 41.1 519,182 38.6 391,652 33.7 21.6 20.5
Tot:1 capitalization. . . . . . . . . . . . . $1,564,190__ 100.0 $1,343,019. 100.0 $1,161,384, 100.0 17.0 17.0

Embedded Cost of Long Term Debt. . . . . 9.45 % 9.66 % 10.52 %
Embedded Cost of Preferred Stock. . . . . . 9.86 % 9.86 % 9.11 %
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