BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF MISSOURI




In the Matter of the Application of
Kansas
)

City Power & Light Company, a Missouri

)

Corporation, for Authority to Guarantee

)

Environmental Improvement and Energy 
)
Case No. EF-2004-0512
Resources Authority Revenue Refunding 
)


Bonds, Previously Authorized by the
 
)


Commission in Case No. EF-93-13, with a
)

Municipal Bond Insurance Policy and to

)

Add an Auction Rate Interest Rate Mode
)






ORDER APPROVING FINANCING 
On April 7, 2004, the Kansas City Power & Light Company (KCPL) filed an application for authority to:  1) guarantee certain previously issued and outstanding bonds; and 2) to add an auction rate interest rate mode.


The Staff of the Commission, on June 15, 2004, filed its recommendation concerning the application.  Staff looks favorably on both parts of KCPL’s application, and recommends that the Commission grant it, subject to certain conditions. 
Staff notes that the bonds were previously issued to finance pollution control equipment and facilities at KCPL’s Hawthorn and Iatan generating stations, and that the first part of KCPL’s application concerns guaranteeing these already-issued bonds with municipal bond insurance.  
Staff explains the interest rate modes as follows:

Originally, several interest rate modes (daily, weekly and commercial paper interest rate determination methods) were associated with the Refunding Bonds.  The Refunding Bonds were initially issued in a weekly mode where the interest rate is periodically set through a weekly remarketing process.  The Refunding Bonds have been in the weekly interest rate mode since their issuance.  In the current weekly interest rate mode, KCPL is required to provide liquidity support for the Refunding Bonds in the form of an underlying credit facility.  The Auction Rate interest rate mode eliminates the need for and the associated cost of credit support.  The Auction Rate interest rate mode allows for the interest rate on the Refunding Bonds to be set periodically via a Dutch Auction process.
Staff notes that KCPL will save approximately $4.5 million over the life of the bonds if the application is granted, and concludes that the application should be granted. 
On June 21, 2004, KCPL, in response to a Commission order, filed a pleading in which it concurred in the Staff’s recommendation and asked that the time period for the effective date of the order be abbreviated.





The Commission has reviewed the application and the Staff memoranda, determines the proposed transaction to be reasonable.  The Commission will approve the requested financing.

IT IS THEREFORE ORDERED:
1. 1.
That Kansas City Power & Light Company is hereby authorized to consummate the transactions contemplated in the application. 
2.
That the authorization granted in the preceding paragraph is conditioned as follows:  A) that Kansas City Power & Light Company shall file with the Commission any information concerning communication with credit rating agencies concerning credit rating changes as a result of this transaction; and B) that Kansas City Power & Light Company shall file annually with the Commission a report of the net interest cost savings achieved as a result of this transaction, with the first report being filed by June 30, 2005.  The net interest cost savings shall include the expenses associated with securing the Environmental Improvement and Energy Resources Authority debt and the insurance purchased to insure such debt.
3.
That nothing in this order shall be considered a finding by the Commission of the value of these transactions for ratemaking purposes, and that the Commission reserves the right to consider the ratemaking treatment to be afforded these financing transactions and their results in cost of capital, in any later proceeding.
2. 4.
That this order shall become effective on July 3, 2004. 
BY THE COMMISSION

Dale Hardy Roberts

Secretary/Chief Regulatory Law Judge

( S E A L )
Lewis Mills, Deputy Chief Regulatory 

Law Judge, by delegation of authority

pursuant to Section 386.240, RSMo 2000.

Dated at Jefferson City, Missouri,

on this 28th day of June, 2004.
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