
BEFORE THE PUBLIC SERVICE COMMISSION 
OF THE STATE OF MISSOURI 

 
In the Matter of the Application of    ) 
Kansas City Power & Light Company   ) 
For Approval to Issue Secured Debt    )  Case No. EO-2009-_____ 
To Two Bond Insurers Under Existing   ) 
Municipal Bond Insurance Agreements   )   
     

APPLICATION 

Pursuant to §§303.180 and 393.190, RSMo 2008 and 4 C.S.R. § 240-2.060, 2.080 and 

3.110, Kansas City Power & Light Company (“KCP&L”) hereby respectfully submits to the 

Missouri Public Service Commission (“Commission”) its application (“Application”) for 

approval to issue secured debt to two bond insurers under existing municipal bond insurance 

agreements, as follows:   

Applicant 

1. KCP&L is a Missouri corporation, in good standing in all respects, with its 

principal office and place of business at 1201 Walnut Street, Kansas City, Missouri 64106.  

KCP&L is engaged in the generation, transmission, distribution and sale of electricity in western 

Missouri and eastern Kansas, operating primarily in the Kansas City metropolitan area.  KCP&L 

is an “electrical corporation” and “public utility” as those terms are defined in Section 386.020 

and, as such, is subject to the jurisdiction of the Commission as provided by law.  KCP&L's 

Certificate of Good Standing was filed in Case No. EM-2000-753 and is incorporated herein by 

reference.  

2. KCP&L sells electricity at retail rates to approximately 271,000 customers in 

Missouri and 233,000 in Kansas.  It owns 1,755 miles of high-voltage power lines and 4,055 

megawatts of base, intermediate and peak load generating capacity and 100.5 MW of wind 

generation for a total of 4,155.5 MW.   
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3. KCP&L has no pending or final judgments or decisions against it from state or 

federal regulatory agencies or courts which involve customer service occurring within the three 

(3) years immediately preceding the filing of this Application. 

4. KCP&L has no overdue Commission annual reports or assessment fees. 

5. Pleadings, notices, orders and other correspondence and communications 

concerning this Application should be addressed to the undersigned counsel and: 

Timothy M. Rush 
Director Regulatory Affairs 
Kansas City Power & Light Company 
1201 Walnut – 13th Floor 
Kansas City, Missouri  64106 
Phone:  (816) 556-2344 
Fax:  (816) 556-2110 
E-mail:  Tim.Rush@kcpl.com 
 
Michael W. Cline 
Treasurer 
Kansas City Power & Light Company 
1201 Walnut – 20th Floor 
Kansas City, Missouri  64106 
Phone:  (816) 556-2622 
Fax:  (816) 556-2992 
E-mail:  Michael.Cline@kcpl.com  

 
Request for Commission Approval  

6. KCP&L requests authority, separate from the blanket financing authority granted 

in Case No. EF-2008-0214, to issue up to $196.5 million in aggregate principal amount of first 

mortgage bonds to the municipal bond insurers of the City of Burlington, Kansas, Environmental 

Improvement Revenue Refunding Bonds (Kansas City Power & Light Company Project) Series 

2005, 2007A and 2007B, if and as required by the terms of the municipal bond insurance 

agreements to secure KCP&L’s reimbursement obligations to such insurers.     
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Background Information 

7. In Case No. EF-2005-0387, the Commission authorized KCP&L to guarantee all 

or a portion of outstanding and previously issued City of Burlington, Kansas Environmental 

Improvement Revenue Refunding Bonds (Kansas City Power & Light Company Project) (“EIRR 

Bonds”) Series 1998A, 1998B, 1998C and 1998D with a municipal bond insurance policy, to 

extend the maturity of the EIRR Bonds, and take all other actions necessary for the issuance and 

maintenance of such municipal bond insurance policy.   

8. The $50 million principal amount of Series 1998C EIRR Bonds were refunded in 

2005 as Series 2005 EIRR Bonds, which pursuant to the Commission’s authorization had an 

extended maturity date and were insured by XL Capital Assurance Inc. (“XLCA”) through a 

municipal bond insurance policy (the “XLCA Policy”).  A copy of the XLCA Policy is attached 

as Appendix A.   

9. The $146.4 million principal amount of EIRR Bonds Series 1998A, 1998B and 

1998D were refunded in 2007 as Series 2007A and 2007B EIRR Bonds, which pursuant to the 

Commission’s authorization had an extended maturity date and were insured by Financial 

Guaranty Insurance Company (“FGIC”) through a municipal bond insurance policy (the “FGIC 

Policy”).  A copy of the FGIC Policy is attached as Appendix B.  

10. KCP&L is obligated to pay the principal, interest and premium (if any) on the 

Series 2005 EIRR Bonds through a lease-sublease arrangement with the City of Burlington, 

Kansas.  In contrast to other EIRR bonds, KCP&L’s obligations under the Series 2005 EIRR 

Bonds are not secured by first mortgage bonds.  The XLCA Policy insures payment of principal 

and interest on the Series 2005 bonds.  KCP&L has agreed to repay XLCA for any amounts that 

XLCA is required to pay under the XLCA Policy.  This agreement does not increase KCP&L’s 
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obligations, as it is obligated to pay principal and interest under the lease-sublease arrangement.  

As KCP&L’s obligations are not secured by first mortgage bonds, the XLCA Policy contains 

limits on KCP&L’s ability to issue first mortgage bonds.  Specifically, the XLCA Policy 

provides in Article II Section 202:   

(e) Collateral.  In the event the Company issues First Mortgage Bonds subsequent to the 
issuance of the Policy for a purpose other than refunding outstanding First Mortgage 
Bonds, the Company will issue and deliver to XLCA, as security of the Company’s 
obligations hereunder, First Mortgage Bonds equal in principal amount of the Bonds then 
outstanding and maturing on the same dates and in the same principal amounts, and 
bearing interest at the same rates, as such Bonds; provided, however, that the obligation 
of the Company to make any payment of the principal of or any premium or interest on 
such First Mortgage Bonds shall be fully or partially, as the case may be, paid, deemed to 
have been paid or otherwise satisfied and discharged to the extent that that the time any 
such payment shall be due, the then due principal of and any premium or interest on the 
Bonds shall have been fully or partially paid, deemed to have been paid or otherwise 
satisfied and discharged, excluding, however, amounts paid by XLCA under the Policy.  

 
(f) Negative Pledge.  Notwithstanding Section 2.02(e), from and after the Negative 
Pledge Date, the Company may issue, assume or guarantee Debt, or permit to exist Debt, 
secured by the lien of the Company Indenture which would otherwise be subject to the 
restrictions of Section 2.02(e) up to an aggregate principal amount that, together with the 
principal amount of all other Debt of the Company secured by the lien of the Company 
Indenture, does not at the time exceed 10% of Total Capitalization; provided, however, 
that the Company may issue, assume or guarantee, or permit to exist, any Debt secured 
by the lien of the Company Indenture, in excess of such amount if concurrently therewith 
secures its reimbursement obligations hereunder equally and ratably with such Debt 
pursuant to Section 2.02(e). 

 
11. As with the Series 2005 EIRR Bonds, KCP&L is obligated to pay the principal, 

interest and premium (if any) on the Series 2007A and Series 2007B EIRR Bonds through a 

lease-sublease arrangement with the City of Burlington, Kansas, and such obligations are not 

secured by first mortgage bonds.  The FGIC Policy insures payment of principal and interest on 

the Series 2007A and B bonds and, similar to the XLCA Policy, it contains limits on KCP&L’s 

ability to issue first mortgage bonds.  The FGIC Policy requires KCP&L to repay FGIC for any 

amounts that FGIC pays under the FGIC Policy; this agreement does not increase KCP&L’s 
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obligations as KCP&L is already obligated to pay principal and interest under the lease-sublease 

arrangement.  Specifically, the FGIC Policy provides in Article III Section 303:    

Limitation on Liens (xv)  Liens which would otherwise not be permitted by clauses (i) 
through (xvi) Securing additional Indebtedness of the Company or a Significant 
Subsidiary; provided that after giving effect thereto the aggregate unpaid principal 
amount of Indebtedness (including Capitalized Lease Obligations) of the Company 
(including prepayment premiums and penalties) secured by Liens permitted by this clause 
(xvii) shall not exceed 10% of Total Capitalization. 
 
Provided, however, that if subsequent to the date hereof, the Company issues debt 
secured by Liens (other than those permitted in (i) through (xvii) above), the Company 
shall issue and deliver to the Bond Insurer, as security for the Company’s obligations 
hereunder, First Mortgage Bonds or similar security equal in principal amount to the 
principal amount of the Bonds then outstanding and maturing on the same dates and 
bearing interest at the same rates, as the Bonds; provided however, that the obligation of 
the Company to make any payment of the principal of or any premium or interest on such 
First Mortgage Bonds shall be fully or partially, as the case may be, paid, deemed to have 
been paid or otherwise satisfied and discharged to the extent that at the time any such 
payment shall be due, the then due principal of any premium or interest on the Bonds 
shall have been fully or partially paid, deemed to have been paid or otherwise satisfied 
and discharged, excluding, however, amounts paid by the Bond Insurer under the policy.  
 
12. Thus, in the event KCP&L issues first mortgage bonds or other secured debt not 

permitted by the XLCA or FGIC Policies and therefore exceeds the agreed upon thresholds, 

KCP&L is obligated to issue and deliver to FGIC and XLCA first mortgage bonds or similar 

security equal in principal amount to the principal amount of the Series 2005 and Series 2007A 

and 2007B bonds then outstanding, having the same maturing dates and bearing interest at the 

same rates as the Series 2005 and Series 2007A and B bonds.  

Discussion 

13. KCP&L is in the process of executing its Comprehensive Energy Plan, which 

includes the construction of environmental improvements and Iatan 2.  These construction 

projects have required KCP&L to issue significant amounts of long-term debt in the past few 

years, and will require KCP&L to issue additional long-term debt through 2010 to finance 
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construction expenditures.  KCP&L has previously received authorization (most recently in Case 

No. EF-2008-0214) to issue secured and unsecured long-term debt to finance the Comprehensive 

Energy Plan projects and other utility requirements.  Historically, KCP&L has not found the cost 

or market access / liquidity benefits of issuing secured debt to be sufficiently compelling to 

warrant pledging the company’s assets; accordingly, KCP&L has issued only unsecured long-

term debt pursuant to the Commission’s financing authorization.  However, continuing financial 

market disruptions in recent months have caused the cost / benefit conclusions regarding issuing 

secured debt compared to unsecured debt to shift significantly for many utility and power 

company issuers compared to at least the last 10 years.  This, in turn, has prompted a number of 

other utilities to issue secured long-term debt, rather than unsecured long-term debt in recent 

months.  KCP&L also faces the potential of issuing secured long-term debt if it cannot issue 

unsecured debt at economic prices. 

14. If KCP&L were to determine that issuing secured long-term debt were the 

preferred option, it would expect to issue such debt in an amount that would cause the secured 

debt thresholds in the XLCA and FGIC Policies to be exceeded; accordingly, it would be 

required, pursuant to the XLCA and FGIC Policies, to issue first mortgage bonds to those 

insurers.  The issuance of first mortgage bonds to these insurers would not increase its 

obligations under either the EIRR Bonds or the Policies; rather, the first mortgage bonds would 

provide additional security for these existing obligations.  

15.  The proposed encumbrance would not be detrimental to the public interest, and in 

fact would be beneficial to the public interest, because the public health, safety and welfare will 

be served by the ability of KCP&L to have flexibility when issuing long-term debt on the most 
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favorable terms available.   Granting the authority requested herein will not cause any adverse 

impact on customer services or rates. 

16. The proposed encumbrance is not an issuance of new debt, but it will secure the 

bond insurers for debt that is already issued and outstanding and therefore will have no impact on 

KCP&L’s balance sheet or income statement.  

17.  The proposed encumbrance would not have any impact on the tax revenues of the 

political subdivisions in which any structures, facilities or equipment of the KCP&L is located 

and would not result in a change of the present ownership of KCP&L’s properties nor would it 

result in a change in the present location of the affected utility assets.      

Timing 

18. The financial markets are very volatile, and as a result the timing of potential 

KCP&L long-term debt issuances is highly uncertain.  Opportunities to issue long-term debt on 

attractive terms may quickly arise and as quickly disappear.  To preserve maximum flexibility, it 

is in the best interest of KCP&L and its customers for KCP&L to be positioned as soon as 

possible to be able to issue secured debt.  KCP&L thus seeks the requested Commission approval 

within 35 days of submission of this Application, or by February 27, 2009 to position KCP&L to 

issue secured long-term debt as soon as KCP&L’s audited financial statements are released in its 

Form 10-K in late February.  KCP&L is generally able to issue long-term debt only between the 

filing dates of its SEC periodic reports and the end of the quarter.  Thus, KCP&L would be able 

to issue long-term debt in March, and then again in May and June, August and September, etc.  

While market conditions will determine whether KCP&L will issue long-term debt at all in 

March  (including the amount and whether the debt will be secured or unsecured),  Commission 
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approval by February 27, 2009 would be in the best interest of KCP&L and its customers in 

providing maximum financing flexibility commencing in March 2009. 

WHEREFORE, KCP&L respectfully requests that the Commission issue its order:  

A. Authorizing KCP&L to issue up to $196.5 million of first mortgage bonds to 

XLCA and FGIC, thus creating a lien or encumbrance on KCP&L’s properties to secure 

KCP&L’s existing obligations under the EIRR Bonds and the XLCA and FGIC Policies; and  

B. Granting such other relief as may be deemed necessary and appropriate which is 

not inconsistent with this pleading.   

      Respectfully submitted, 

      /s/ Victoria Schatz                
      Curtis D. Blanc (Mo. Bar No. 58052) 
      Victoria Schatz (Mo. Bar No. 44208)  

Kansas City Power & Light Company 
      1201 Walnut – 20th Floor 
      Kansas City, Missouri 64106 
 Phone: (816) 556-2483 
 Fax: (819) 556-2787 

 Email:  Curtis.Blanc@kcpl.com 
 

ATTORNEYS FOR KANSAS CITY POWER & 
LIGHT COMPANY  

 
 
 
 
Dated:  January 23, 2009 
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CERTIFICATE OF SERVICE 
 

 I do hereby certify that a true and correct copy of the foregoing document has 

been hand delivered, emailed or mailed, postage prepaid, this 23rd day of January, 2009, to all 

counsel of record. 

 
 

      /s/ Victoria Schatz  
      Victoria Schatz 
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