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Dear Mr. Harrelson:

On December 15, 1986, HCPL filed its reguired Heport in this
case under seal, because it contsinsd coafidential and proprietary
informaticn. You have requested that X{CPL extract from the Report
information deemed nonconfidential azand provide it in a sSeparate
document. Fithout in any way waiviag its clsis that the Report
contains confidential and proorietary informations and should not
be disclosed, XCPL provides the following extracted information.

¥hile there are many provisicons of the Tax Reforsm Act of 1988
{TRA) that are applicable to XCPL, KCPL coasidered only the six
most significant changes in the tax law {for purposes of the
Report: the c¢hange in the maximum corporate income tax rate;
changes in investment tax credit provisions; the corporate minimum
tax: taxability of unbilled revenues; the genmeral business credit-~
limitation against tax; and changes in the capitalization rules
for self{-constructed property. Changes in depreciation provisions
have an effect primarily vpon the classification of income taxes
as either currently payable or deferred. The other changes in the
TRA were deemed by KCPL to have no significant effect on KCPL's
income tax calculstions.

XCPL performed certain corporste finaacial projections for
the period 1987-1938C and applied the provisions of the TRA as
understood at this time thereto. Although KCPL considers msuch of
these projections to be confidential and proprietary, it is
willing to disclose the igcose tex components of such
calculations.

Current income taxzes are projected to be higher by $13.2 and
$2.2 miliion in 1987 and 1S88. A major reasoa for the increase is
that & lesser amount of investment tax credit (ITC) carryforward
can be used to offset curreat tax liability. Other reasous
include the increase t¢ taxable income over four years for the
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December 31, 1988, Ddslssnce of usbilled revenues, as well as esch
¥year's ansual usbilled revenue inc:ament, and the eliminaticn of
the deduction allowed under prior law for capitalized copstruction
period iaterest, pemsion, payroll azd property tazes.

Curreat income taxes projected for 1989 sad 1880 are lower by
$2.3 million and 810.% =million becsuse of the reductioca of the
corporate income tax Pate to 349 amd the utilization of ITC
carryforward delayed into 1888.

Deferred income tazes are projected to decrease because of
the TRA changes by $10.8 aillion, 313.8 sillion, 813.1 million and
$13.5 wmillion jim 1287-1980 because of the eliminstion of
capitalized comstruction period items and the reduction in the
corporate tax rate. Investment tax credit utilized {net of
amortization) under the TRA is reduced in 1987 and 1988 by $14.1
miilion and $12.9 million amd reduced by 84.7 millioa in 1989 and
1990 because of the reduced tax rates, the repeal of the ITC
credit, the delay in utilizatiom of the ITC carryforward caused by
the new alternate minimum tax limitations amd the 357 reduction in
the value of ITC carryforward.

The total projected corporate effects of TRA are to reduce

projected book iacome taxes by 811 milliea isn 1887, $24 million in
1988, 327 million in 1988 and 329 milliom in 1990,

Yery truly yours,
<7 ;e s '
8. J. Beaudoin
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