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ADDITIONAL SUPPLEMENTAL DIRECT TESTIMONY
OF
MICHAEL W. CLINE

Case No. EM-2007-0374

Are you the same Michael W. Cline who submitted Direct, Supplemental Direct,
and Surrebuttal testimony in this proceeding?

Yes, | am.

What is the purpose of your testimony?

My testimony addresses the current request of Great Plains Energy Incorporatéd (“Great
Plains Energy™), Kansas City Power & Light Company (“KCP&L”), and Aquila, Inc.
(“Aquila”) (collectively, “Joint Applicants™) for treatment of interest costs on Aquila’s
debt, discusses a change in strategy regarding the refinancing of Aquila’s debt, and
comments on the credit rating implications of the Joint Applicants” proposal in its
entirety, .e., including elements other than interest cost as described in the Additional
Supplemental Direct Testimony of Terry Bassham and Chris Giles.

Please summarize the Joint Applicants’ current approach to interest costs.

"As indicated in the Additional Supplemental Direct Testimony of Terry Bassham, the

Joint Applicants are withdrawing their request for recovery of certain components of
Agquila’s actual debt interest cost. These include (1) high coupon rates in excess of
investment-grade equivalent rates on certain debt issues incurred by Aquila during a

period when its credit rating was under pressure due to unsuccessful non-regulated
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activities; and (2) debt repurchase costs related to the previously-contemplated
refinancing by Great Plains Energy of most of Aquila’s existing debt, as described in my
Supplemental Direct Testimony in this proceeding.

Pilease elaborate on the Joint Applicants’ request with respect to high-coupon debt.
As described in my Supplemental Direct Testimony, Great Plains Energy will be
acquiring all of Aquila’s long-term debt, consisting of 15 separate issues totaling about
$1.037 billion', through the proposed merger. Of the total portfolio, nine issues totaling
about $53 million issued by Aquila were fully aliocated to Aquila’s Missouri operations
at their actual coupon rates in Aquila’s most recent rate case. Of the remaining Aquila
debt, a total of about 60% was aIlocateci to Aquila’s Missouri operations in varying
proportions for each of the six individual issues. Approximately $600 million of this debt
was allocated at a blended interest rate of 6.78% (compared to an actual weighted
average interest rate of 12.69%). The blended allocated rate rcf"lecied either (a) the actual
all-in cost if the debt was issued when Aquila was still investment grade; or (b) the
investment grade equivalent rate at the time of apportionment if the debt was issued when
Aquila was not investment grade. The two issues that received the treatment in (b)
included Aquila’s $500 million, 14.875% Senior Notes and their $137.3 million, 9.95%
Senior Notes. The Joint Applicants propose to use the established process for
apportionments of the remaining debt in future rate cases as Aquila’s Missouri rate base
increases.

What happens when the high-coupon debt matures and is refinanced?

' This is $50 million higher than indicated in my earlier testimony (see Cline Supplemental Direct, page 2, line 22),
because Aquila reallocated funds to support necessary capital expenditures.
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“The Joint Applicants have withdrawn their request with respect to recovery of Aquila’s

actual debt interest based on past commitments made by Aquila with respect to certain

specific debt issues. Once those issues mature and are refinanced by Aquila, which the

Joint Applicants expect to be an investment-grade company following the merger, Aquila

will file for recovery of actual interest costs of the replacement debt, and other debt it

issues, in rates going forward.

Please elaborate on the Joint Applicants’ request with respect to recovery of debt
repurchase costs.

Great Plains Energy’s initial plan, as described in my Supplemental Direct Testimony in
this proceeding, was to use a combination of cash remaining from the Black Hills sale
and new hybrid debt issued by Great Plains Energy to retire all but one of Aquila’s
currently outstanding long-term debt issues, ie., the $300 million Senior Notes that
mature in July 2012. As described in my testimony, by deploying this strategy, Aquila
would have incurred approximately **|JJ** million? in cost to repurchase the debt, of
which about **[J}#* million® would have been recognized in the first five years. The
Joint Applicants’ initial request included this cost in the total actual interest cost they
sought to recover in rates; however, a re-evaluation of the Joint Applicants’ position with
respect to actual interest, as well as the collai)se of the hybrid debt market in the last few
months of 2007, led Great Plains Energy to recc;nsider the refinancing strategy previously
articulated. Said another way, Great Plains Energy does not plan to move forward with
refinancing any of Aquila’s existing debt post-closing that would give rise to debt

repurchase costs for which it would seek recovery from Missouri customers.

2 Cline Supplemental Direct Testimony, page 12, line 14 to page 13, line 3.
? From response to Praxair Data Request No, 32
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Has Great Plains Energy quantifiéd the impact of not recovering actual debt
interest on the Aquila debt portfolio under the “no refinancing” assumption you’ve

discussed?

~ Yes, we have. Schedule MWC-17 (HC) indicates that the difference between actual and

regulatory debt interest costs, under the “no refinancing” assumption, as well as other
assumptions regarding projécted rate base growth at Aquila and debt apportionment
methodology, is approximately $120 million over the 2008 — 2012 period.

In your Supplemental Direct Testimony, you discussed the recovery of actual
interest and the net debt reductibn that would have resulted from the refinancing
strategy_ you outlined as being key factors in achieving Great Plains Energy’s
objective of attaining an investment grade credit rating for Aquila post-closing.
With these elements no longer part of your proposal, what is the expected impact on
the credit ratings of Great Plains Energy, KCP&L, and Aquila?

In January 2008, Great Plains Energy asked Standard & I;oor’s (“S&P”) and Moody’.s to
evaluate, through their Ratings Evaluation Service (“RES”) and Ratings Assessment
Service (“RAS”), respectively, a regulatory proposal reflecting the reviséd approach to
interest described above, along with other comp‘dnents described in the Additional
Supplemental Direct Testimonies of Terry Bassham and Chris Giles. Copies of our

presentations to S&P and Moody’s are attached as Schedules MWC-18 (HC) and MWC-

19 (HO), respectively. I

& ¥

£



Does that conclude your testimony?

Yes, it does.



BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the Matter of the Joint Application of Great
Plains Energy Incorporated, Kansas City Power
& Light Company, and Aquila, Inc. for Approval
of the Merger of Aquila, Inc. with a Subsidiary of
Great Plains Energy Incorporated and for Other
Requested Relief :

Case No. EM-2007-0374

AFFIDAVIT OF MICHAEL W. CLINE
STATE OF MISSOURI )
COUNTY OF JACKSON ;-ss

Michael W Clin@, being first duly sworn on his oath, states:

1. My name 1s Michael W. Cline. I work in Kansas City, Missouri, and I am
employed by Great Plains Energy Incorporated as Vice President — Treasury and Investor
Relations.

2. Attached hereto and made a part hereof f01; all purposes is my Additional

Supplemental Direct Testimony on behalf of Great Plains Energy Incorporated and Kansas City

Power & Light Company consisting of Q‘N‘L’ (S ) pages, having been prepared in

written form for_ introduction into evidence in the above-captioned docket.

3 I have knowledge of the matters set forth therein. I hereby swear and affirm that
My answers cdntained in the attached testimony to the questions therein propounded, inéluding
any attachments thereto, are true and accurate to the best of my knowledge, information and

Michael W. Cline

belief.

Subscribed and sworn before me this 35 'day of February, 2008.

Notary Public O

* NOTARY SEAL™ -
Nicole A. Wehry, Notaty Public
Jackson County, State of Missoun
My Commission Expires 2/4/2011
" Commission Number 07391200

My commission expires: o, M SO\
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m Backg_round__

*In October 2006 and January 2007, S&P completed RES analyses of GPE’s
acquisition of Aquila

« Under transaction as proposed, S&P indicated that, with the exception of a
change in outlook from Stable to CW-Negative and a downgrade of KCPL’s CP
rating from A-2 to A-3, GXP and KCPL ratings would be unchanged upon
announcement

*S&P followed through on these actions upon transaction announcement in
February 2007

+ Since announcement, GXP and ILA have achieved numerous milestones:

+ Filed merger cases in MO and KS
« Initial filing in April 2007
« Updated synergies and regulatory “ask” filed in August 2007
Cleared HSR in August 2007
Overwhelmingly successful GXP and ILA shareholder votes in October 2007

FERC approval October 2007

Separately, BKH has obtained state PUC approval in lowa (September 2007) and
Nebraska (October 2007) 2
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*Milestones (continued)

« Successful regulatory outcomes for both KCPL and ILA
« LA MO rate case - May 2007
« KCPL KS rate case - Settled in September 2007; approved by the KCC in November 2007
» KCPL MO rate case - December 2007

HIGHLY CONFIDENTIAL



Recent Transaction Developments
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+MPSC hearings
« Originally scheduled for December 3 - 14
« Hearings conducted December 3 - 6

« Postponed on December 6

« New procedural schedule to be filed after GXP review of alternative proposal with
parties

» GXP to provide proposal to parties the week of January 7
+MPSC Chairman Davis recusal
+OPC Motion for Dismissal

HIGHLY CONFIDENTIAL
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Alternative Pr0posal
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+Seeks to address parties’ opposition to initial regulatory “ask”........
= Recovery of ILLA actual interest cost
- Availability of regulatory amortization for ILA
» Synergy sharing
» Transaction and transition costs

® veenne .in the context of objectives to maintain current credit ratings at GXP
and KCPL and achieve investment grade credit rating for ILA

HIGHLY CONFIDENTIAL



Credit ConSIderatlons
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*M. Chesser testimony at MPSC hearings highlighted critical importance of
credit quality to GXP / KCPL

«Proposal reflects a positive 2008-2012 pro forma credit profile

» Early (primarily 2008) projected FFO / Debt challenges are temporary and
mitigated by

« Commitment by GXP to issue equity
» Reduced business risk of the entity
« Prudent management of capital expenditure timing

 Significant recovery in 2009 and beyond as regulatory impacts from rate cases
filed in ’08, ’09, and ‘10 are realized

«Details of the proposal are contained in the Appendix

HIGHLY CONFIDENTIAL




ﬁ Conclusmn

+GXP requests that S&P complete an RES assessment of the impact of this
proposal on the credit ratings of (1) Great Plains Energy; (2) Kansas City
Power & Light; and (3) Aquila

«Verbal assessment requested by end of day Friday, January 4
Summary letter requested by end of day Monday, January 7

HIGHLY CONFIDENTIAL
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Key Assumptions
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Regulatory

n QI cost of debt recovery andiROE
- S EE—
m Transaction/transition costsENEGG—_G_

m Rate case timing

- Grate case effective on{ I ERNGED
- e cas effective o D
~ (Jrate case effective on{ NN

Capital structure

m Share issuance

mmm from-based on updated Aquila forecasts
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Changle in EPS Cum. Rato Case 88 %
2009E 2010E 2011E of 2006E Revenue

$0.13 $0.14

Cumudative rate DSS_

2006E rate case increase of $23 MM

Expenses_as 8 resuit of change In NFOM,

costs 1o achieve

SRR - o 2 NOL instead of NCL
Accrued liability for legat oontmgencies—
Liability management asawnptmns—

Equity issuance

Regulatory Assurnptluns.
Rate case timing

Synergies:

S o

cost of debt recovery

l l
|
1 34400 gelltiys 100}

UM LTI R L
WL/ TUTEL
¢ 20448 vasdangl puet

Other Changes

New GXP standalone case
Other

=

December 2007
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{$ In mlllions)

2007 2008E 2009E 2010E 2011E 2012E

,

2007 Aqulla Rate Casa (Flled In July 2006)

Fuel Adjustment Clause g ]
Plant Allocations ¥ ' d
Total . o

Projecied Rate Cases
Amortization of Transaction Cosls
Amportization of Transition Cosls
Ratg Case

Rate Case

Inflation, Allocations, Other
latan § Power Plant

atg Case

Rate Case _
egulatory Amartization -
Cum. Rate Increase Required

% of 2006E Revenue @

Rate Increase / (Decrease) per Year
% of Prior Year Revenue

—

Key Regulatory Statistlcs

o4 .-
3 )
. i
{

- _ \
Rate Base h : i
Reguiatory Equity Ratic
Actual ROE
Regufafory Cost of Debt

Note: Aquila post-Asset Sale figures based on Aguila management plan as adjusted by GPE managemeant.

{1} Figures adjusted to refiect full-year impact of 2007 rate cases for illustrative purposes.

(2) Reflects rate case increase authorized on 517/07 of $13.6MM and $45 2MM tor L&P and MPS respectively.
(3} 2008E Revenussy of $828.5 MM, adjusted lo refiect lull-year impact of $30.8 MM rate increase in March 2008,

¢ 11
b
BB
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Preliminary Earnings Impact Analysus
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{$ in milkons)

_2008E 2000 2010E _ 2011E __ 2012E

Revenue

exp { : !
Aquila — — — — -
Total
=

EBITDA @
Gxp
Aquila
Total
% Growth

Net Income
GXP Standatone "
Pro Forma ™
Increase / (Decraase)

Average Shares Qutstanding
GXP Standalone
Shares Issused in Transaction
Equity issuances @

Pro Forma Average Shares

EPS
GXP Standafone
Pro Forma

Accretion / {Dilution} — §

Accretion / (Dllution) - %

Source: GXP data par GXP managamant. Aquila data per Aquile managemant plan as adjusted by
GYP management.

{1 Pro forma for saie of Sirategic Enengy

@ EBITOA includes income related to AFUDC equity. Excludes effect of transaction and transition costs.
) Exuity lssuances assumed o take mh

{4 Excludes effect of transaction end transtiion costs. Pro forma for sale of Strategic Energy.
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Prellmlnary Pro Forma Credlt Impact

1§ in millioms)
GPE Pro Eorma
2008E 2000E 010E 2091E J012E__ 2008E 200 20108 011E 2092E

Selacted Credit Statistics "

Average Dobi / EBITDA

FFO/ Debt

FFO/ Nat Debt

Debt / Capitalization

Net Debt / Capitalization

EBITDA / Intarest

FFC interest Coverage

Pro Forma FFO / Net Dabt Required Amontization Based on Net Debt

Reguired ﬁui! Issuance Baged on Net Dabt

BBB Rating
Business Posilion 7

S4&P Bonchmarks

FFO / Debt

Debt / Capitatization

FFO Imerest Coverage . - N
MNotes; GPE por_é?E g L. Pro forma, stalistics based on GPE management plan and Agulla managsmant pian a3 sdjusied by GPE management.
(1) Pro forma for sele of Strategic Enemy.

- e A
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KCPL/Aquila perspective

($ in millions)
2008E 2009E 2010E 2011E 2012E 2013E
NFOM Savings A ‘ .
Oﬁset . ' ' | .-.
Retained
Cumulative ? i
Customer perspective
(% in millions}
2008E 2009E 2010E 2011E 2012E 2013E
Nst Retained

Transaction costs
Transition costs

Retained
Cumulative

HIGHLY CONFIDENTIAL
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m Share price of {fassumed

Share Issuances

» Incremental shares issued infjj N EEEEEEIR

(% in milions)
2008E 2009E 2010E 2011E 2012E
Share issuances
GXP standalone ‘ i \g ‘ '\‘
Equity / Adjustments - o it ol
Total - E Ty A T
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1
2012E

($ in millions, except per share data) 2003E 2009E 2010E

EBITDA!"
GXP
Aquila
EBITDA
Depreciation and Amartization
Operating Income (EBIT)

Equity Earmings
Other
AFUDC Equity - GXP
AFUDC Equity - Aquila
Total Other income
Interest Income
Amorlization of Debt Write-Up
AFUDC Debt -GXP
AFUDC Debt— Aquila
Interest Expense — GXP
Interest Expense — Aquila
Total Net Interest Expense

Pretax Income
Income Tax Benefit / Taxes

Effective Blended Tax Rate
Net Income (Loss) from Continuing Operations
Mark-to-Market and Unusuai flems

Preferred Stock Dividends _
Pro Forma Net Income (Loss) Available for Common

‘hi

l
1

|

l
N

\
-—
_-_—
. 1
. __
-—h
-

P T
'm

!

|

|
|

J

BT

Average Shares

a
i
|

BT L
Wl

p§

Pro Forma Net Eamings {Loss) per Common Share
% Growth

Source: GXP data and retained synergies per GXP Management, Aquila data per Aquila Managemaent Plan, as adjusted by GXF* Management.
1 EBITDA excludes income related to equity AFUDC.

-
[+ ]
~J
=x
N
2

1

=
-nq
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J3in mitions)
Cash & Equivalents
Reslricled Cash
Accounts Receivable
inventory
Prepald Pension
Other Current Assets
Total Current Assets
Gross PP&E
Accumulated Depreciation
Net PP&E
Price Risk Management Assets
Capitalzed Restructuring Costs
Capitalized Financing Foes
Goodwill
Other Assets
Total Assels

Accounts Payable
Accrued Expenses & Liabilities
Other Current Liabilites
Taotal Current Liabilities
Existing GXP Dabt
Aquila Debt Write-up
Acquisition Debt
Aquila Revolver Debt
Aquila Long Term Debt
Total Debt
Deferred Tax Liabilities
Price Risk Management Liabilities
Deferred Credits and Other Liabilities .
Total Liabilities -__,

Preferred Stock ’
Stockholders’ Equity !
Total Liabilities & Shareholders’ Equity 1 '

Sourca: GXP data and ratained synergies per GXP Managemant. Aquia data per Aquia Management Pfan, as adusted by GXP Management.
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Preliminary Cash Flow Statement
T s e ) T o EEEws (T —

(8 in millions) 2008E 2009E 2010E 2011E 2012E

Funds from Oparating Activities . _
Net Incoma
Depreciation and Amortization
Amortization of Debt Write-Up
Amortization of Restructuring Costs
Amortization of Financing Fees
Loss from Equity Investments
Deferred Taxes
AFUDC Equity - GXP
AFUDC Equity - Aquila
Changes in Other LT Assets and LT Liabilities
Change in Working Capitsl
Cash Flow from Operating Activities

Funds from Investing Activities
GXP Capex
Aquila Capex
AFUDC Dabt— GXP
AFUDC Dabt — Aqguila
Asset Sales
Cash Flow from Investing Activities

Free Cash Flow (FCF)

Funds from Financing Activities
Additional Borrowings / (Mandatory Repayments):
GXP Dabt
Aquila Debt
Total Optional Debt Repayments:
GXP Deht
Aquila Debt
Preferred Stock Dividends
Common Stock Dividends
‘Equity Issuances / {Repurchases)

“Cash Fiow from Financing Activities

Net Cash Flow ]
Source: GXP data and retained synergies per GXP Management. Aquila dmnparMuhmePhn 83 edjustad byGXPMamgemun 19
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{$ in millions)

2010E

2011E

2012E

EBITDA — Inc/ Regulatory Amortization
Depreciation & Amortization
Operating Income (EBIT)

AFUDC - Equity
Interest income

Interest Expense
AFUDC - Debt

Net Intarest Expense

Pretax Income
Income Tax Benefit / Taxes

Net Income {Loss)
Net Income {Loss) Excluding Transition Costs

HIGHLY CONFIDENTIAL
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{$ In milllons)

.Prehmlnary Balance Sheet

T O THEEss [

2008E 2009E 2010E 2011E

2012E

Cash & Equivalents
Restricted Cash
Accounts Receivable
inventory

Prepaid Penslon
Other Current Assats

Total Current Assets

Gross PP&E

Accumulated Depreciation
Net PP&E

Price Risk Management Assets

Restructuring costs
Goodwill
Cther Assets

Total Assets
Accounts Payable
Accrued Expenses & Liabilities
Other Current Liabilities

Total Current Liabiliies

Ravolver Debt
Long Term Debt

Total Debt
Defarred Tax Liabilities

DTA - Restructuring Costs
Price Risk Managemaent Liabilities
Long-term Gas Contracts
Deferred Credits and Other Liablties _
Total Liabilities
Stockholders' Equity

Total Liabllitles & Shareholders® Equlty
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{$ in milliona) 2008E 2009E 2010 2091E 2012E

Funds from Operating Activities

Net Income

Depraciation

Amortization of Restructuring Costs

Deferred Taxes - Restructuring costs

Deferred Taxes - NOL Utilization

Daferred Taxes - Regulatory Amortization

Deferrad Taxes - Dapraciation

AFUDC - Equity

Changes in Other LT Assets and LT Liabilities
Funds from Operations {FFO)

- .
~ s
)
{
Change in Working Capitai

Cash Flow from Operating Actlvities i )

Funds from Investing Activities
Total CapEx
AFUDC - Debt
Cash Flow from Investing Activities

Free Cash Flow {Cash Available (o Service Total Dabt)

Funds from Financing Activitles
Total Optional Dabt Repayments

Cash Fiow from Financing Activities

Net Cash Flow
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Prellmmary Credlt Stat1stlcs
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{$ in miltions})
Aqulla (Post—Assat Sale) lBPJ
2008E 2009E 2010E 2011E 2012E

Selected Credit Statistics ¥

Avarage Debt / EBITDA
| FFQ / Debt

Debt / Capitalization

Net Debt / Capitalization
EBITDA / Interest

FFO Interest Coverage

B8 Rating BB Rating
S&P BBB Benchmarks Business Position 5 Business Position 6
FFO / Debt i
Debt / Capitalization A
FFO Interest Coverage __

24
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Capltal Expenditure

{§ in millions})
Post-1 ransaction Feriod Total
2007E 2009E 2010E 2011E 2012E '07-"12

f

Aquila Managemeant Plan

R —
_ \!
dap e

latan - Greal Plains Estimates

Adjustments (With Impact on Rate Baze)
Peakers
Environmental
Other Generation
Total Distribution
Total Transmission
Total IT
Total

Total Adjustments to Capex

Total Capex
Note: Aquia post-Assel Sale figures basad on Aquila management plan as adjusted by Great Flains management.
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RAS - Aquila Acquisition

Great Plains Energy

!

Preﬁentéd t Moddy’s
January 2, 2008

Schedule MWC-19
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Background
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«In January 2007, Moody’s completed an RAS analysis of GPE’s acquisition of
Aquila
» Under transaction as proposed, Moody’s indicated that GXP and KCPL ratings
would be unchanged upon announcement

*Moody’s followed through and affirmed GXP and KCPL ratings upon
transaction announcement in February 2007 |

« Since announcement, GXP and ILA have achieved numerous milestones:

+ Filed merger cases in MO and KS
« Initial filing in April 2007
+ Updated synergies and regulatory “ask” filed in August 2007
Cleared HSR in August 2007
Overwhelmingly successful GXP and ILA shareholder votes in October 2007

FERC approval October 2007

Separately, BKH has obtained state PUC approval in lowa (September 2007) and
Nebraska (October 2007)

HIGHLY CONFIDENTIAL



Background
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*Milestones (continued)

* Successful regulatory outcomes for both KCPL and ILA
+ ILA MO rate case - May 2007

» KCPL KS rate case - Settled in September 2007; approved by the KCC in November 2007
» KCPL MO rate case - December 2007

HIGHLY CONFIDENTIAL



Recent Transaction Developments
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*MPSC hearings
» Originally scheduled for December 3 - 14
» Hearings conducted December 3 - 6

» Postponed on December 6

+ New pracedural schedule to be filed after GXP review of alternative proposal with
parties

+ GXP to provide proposal to parties the week of January 7
+MPSC Chairman Davis recusal
«OPC Motion for Dismissal

HIGHLY CONFIDENTIAL



Alternatlve Proposal

*Seeks to address parties’ opposition to initial regulatory “ask”........
» Recovery of ILA actual interest cost
« Availability of regulatory amortization for ILA
» Synergy sharing
« Transaction and transition costs

*.......in the context of objectives to maintain current credit ratings at GXP
and KCPL and achieve investment grade credit rating for ILA

HIGHLY CONFIDENTIAL



*M. Chesser testimony at MPSC hearings highlighted critical importance of
credit quality to GXP / KCPL

Proposal reflects a positive 2008-2012 pro forma credit profile

« Early (primarily 2008) projected FFO / Debt challenges are temporary and
mitigated by

+ Commitment by GXP to issue equity
+ Reduced business risk of the entity
» Prudent management of capital expenditure timing

» Significant recovery in 2009 and beyond as regulatory impacts from rate cases
filed in '08, '09, and ‘10 are realized

+Details of the proposal are contained in the Appendix

HIGHLY CONFIDENTIAL



Conclusmn

«GXP requests that Moody’s complete an RAS assessment of the impact of this
proposal on the credit ratings of (1) Great Plains Energy; (2) Kansas City
Power & Light; and (3) Aquila

Verbal assessment requested by end of day Friday, January 4
«Summary letter requested by end of day Monday, January 7

HIGHLY CONFIDENTIAL
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Key Assumptions

T ) T e ) [

Regulatory -
= §ll)cost of debt recovery and JS)ROE
~ T
m Transaction/transition costs ¢ ITEINNN
s Rate case timing

-~ @Em)rate case effective on S ENERE

~ W rate case effective on QRIS

~ JIRrate case effective on GG

Capital structure

@ Share issuance
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February 2007

Cumulative rate baseJ RN

20086E rate casa increase of $23 MM

expenses ISR 2: = result of change in NFOM,
costs to achiave

ST - ied 55 NOL Instead of NCL

Accrued llability for legal oonﬁnge_

Liability management assumptions:_

Equity issuance

—basehne revenue per year assumed from 2009E

L

Reguiatory Assumptions:
Rate case timing

.cost of debt recovery
Cther Changes
New GXP standalone case

(I T TUTTE [T
5 M8 Niniig BN

s gigRaine 10}

E
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m Aqu1la Rate Case Increase Assumptlons

{$ in millions)

2007e"” 2008E 2009E 2010E 2011E 2012

2007 Aquila Rate Case (Filed In July 2006)

Fuel Adjustmant Clause = h ! ’
Plant Allocations - \ e
Total : b

o

¥
!y

11

o~

Ly

Projected Rate Cases
Amortization of Transaclion Costs v
Amortization of Transition Costs
dllPRale Case
!‘.—Rale Case
Inflation, Allocations, Other
latan H Power Plant '
\ WRate Case -

ate Case
[l
\

dfl.'“f

Regulatory Amortization h
Cum. Rate Increase Required L

% of 2006E Revenue ,ﬁ) J

Rate Increase / (Decrease) per Year
% of Prior Year Revenus ¥

Key Regulatory Statistics
Rats Base
Regtilatory Equity Ratio
Actual ROE
Regulatory Cost of Debt

|

Note: Aquila post-Asset Sale figures based on Aguila management plan as adjusted by GPE management.

(1) Figures adjustad to reflect full-year impact of 2007 rate cases for illustrative purposes.

{2) Reflects rata case increase authorized on 5/17/67 of $13.6MM and $45.2MM for LAP and MPS respectively.
{3) 2006E Revenues of $628.5 MM, adjusted to reflect fult-year impact of $30.8 MM rate increase in March 2006.
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% in millions)

2008E 2010E 2011E__ 2012€

Revanue
GXp ("
Aquila

Total

EBITDA &
GXP B
A_quila . ! — .
Total | {
% Growth \ -

Net Income _

GXP Standatone . .

ProForma®™ -
fncrease / (Decrease) ] T — B '

Average Shares Outstanding _

GXP Standalone i

Shares Issued in Transaction !

Equity Issuances & — R— -
Pro Forma Average Shares . ’ T S - ___

EPS

GXP Standalone ‘ ;

Pro Forma ™ ' _ -

Accretion / {Dllution) - $ R - o

Accretion / {Dilution) - % X . .~ A

Source: GXP data per GXP management. Aquila data per Aquila management plan as adiusted ty
GXP managemant,
{1} Protorma for sale of Stralegic Energy
12) EBITDA includes income ratated to AFUDC equity. Excludes efflect of transaction and transiion costs.
{3)  Equily Issuances essumed 1o take placa at thedjil )
4} Excludes effert of iransaction and transilion costa. Pro fonma for sale of Sirategic Enengy.
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($ In miflions)

FO08E 20098 2090E 2011E J012E F008E Z009E ZO1DE 2011E 20126

Salocted Credit Statistics "

Average Debt / EBITDA
FFO/Dabt

FFO/ Net Dabt

Dabt / Capitalization
Net Debtt / Capitalization
EBITDA {/ Intares!

FFQ Interest Coverage

Pro Forma FFO { Nat Debt Required Amoriization Based on Net Debt

Raquired Equity istuance Bagsed on Net Debt

-

BBB Rating BRS Rating
S&P Benchmarks Business Position 7
FFO / Dabi
Debt ! Capitalization
FFO Interest Coverage
Hotes; GPE per GPE management. Pro forma statistics based on GPE management pisn and Aquila management pian as sdjustsd by GPE menagement
(1) for sgle of Strategic Enargy.
(2) - . .

13
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KCPL/Aquila perspective

Synergies and Customer Look

T R ey O

($ in millions}
2010E 2012E 2013E
NFOM Savings T
Offset '
Retained
Cumulative .

Customer perspective
($ in millions)

2008E 2009E

Nst Retained = 2
Transaction cosls
Transition costs -

Retained

Cumulative

2010E 2012E 2013E

HIGHLY CONFIDENTIAL

14



N O T T

m Share price of {fil assumed

{$ in miltions)

Share Issuances

2008E

2009E 2010E 2011E 2012E

Share Issuances

GXP standalone {
Equity / Adjustiments
Total \

22 B
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{§ In millions, axcpt per snara data)

2012E

EBITDAM"
GXP
Aquila

T EBMDA

Depreciation and Amortization
Operating Income (EBIT)
Equity Eamings
Other

AFUDC Equity ~ GXP
AFUDC Equity - Aguila

Total Other income

Interest income

Amortization of Debt Write-Up
AFUDC Debt - GXP

AFUDC Debt ~ Aquita

Interast Expense ~ GXP
Interest Expense — Aquila

"Total Net Interest Expense
Pretax Income

Income Tax Benefit / Taxes
Effective Blended Tax Rate

Net Income (Loss) from Continuing Operations
Mark-to-Markst and Unusual ftems

Preferred Stock Dividends

Pro Forma Net income {Loss) Availahle for Common

Average Shares

Pro Forma Net Eamings (Loss) per Common Share

% Growth

Source: GXP data and retained synergies per GXP Management. Aqulla data par Aquila Management Plan, as adjusted by GXP Marlagemem,
{1} EBITDA excludas income related to equity AFUDC,
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Preliminary Balance Shee

B R OO ] T e 1 ]

2012E

($in millions)
Cash & Equivalents
Restricted Cash
Accounts Receivable
Inventory
Prepaid Pension
Other Current Assets
Total Current Assats
Gross PP&E
Accumulated Depreciation
Net PP&E
Price Risk Managament Assets
Capitalized Restructuring Costs
Capitalized Financing Fees
Goodwill
Other Assets
"Total Assets

Accounts Payable
Accrued Expenses & Liabilities
Other Current Liabilities
Total Current Ligbilities
Exlsting GXP Deht
Aquila Debt Write-up
Acquisition Debt
Aquila Revalver Debt
Aquila Long Term Debt
Total Debt
Deferred Tax Liabilites
Price Risk Management Liabilities
Deferred Credits and Other Ligbllites
Total Liabfities

Preferred Stock
Stockhalders' Equity
Total Liabilities & Shareholders® Equity

Source: GXP data and retained synergles per GXP Management, Aquila data par Aquila Managesment Plan, as adjusted by GXP Management.
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Preliminary Cash Flow Statement

DN e T )

(S ' milions)

Funds from Operating Activities
Net Income
Depreciation and Amortization
Amortization of Debt Write-Up
Amortization of Restructuring Costs
Amgortization of Financing Fees
Loss from Equity Investments
Deferred Taxes
AFUDC Equity - GXP
AFUDC Equity - Aquila
Changes in Other LT Assets and LT Liabilities
Change in Working Capital

“Casf Flow from Operaﬂng Activitles

Funds from investing Activities
GXP Capex
Aquila Capex
AFUDC Dabt — GXP
AFUDC Drebt - Aguila
Asset Sales
Cash Flow from Investing Activities

Free Cash Flow (FCF)

Funds from Financing Activities
Additional Borrowings / (Mandatory Repaymants):
GXF Debt
Aquila Debt
Total Optional Debt Repayments:
GXP Debt
Aquiia Debt
Proferrad Stock Dividends
Common Stock Dividends
Equity Issuances / (Repurchases)
Cash Fiow from Financing Activitles

Net Cash Flow
Source: GXF cata and retained synergies per GXP Management. Aquite data per Aguila Management Plan, as adjusted by GXP Management.
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($ in mikions)

Preliminary Income Statement

EBITDA - Inc/ Regulatory Amortization
Depreciation & Amortization
Operating Income (EBIT)

AFUDC - Equity
Interest Income

Interest Expense
AFUDC - Debt

Net Interest Expense

Pretax Income
Income Tax Benefit / Taxes

Net Income (Loss)
Net Income (Loss) Excluding Transitlon Costs
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Preliminary Balance Sheet

N R rEEmw ) L—:—::mm::;

{§ In mifions} 2008E 2009E 2010E 2011E 2012E

Cash & Equivalents
Restricted Cash
Accounts Recelvable
Inventory
Prepaid Pension
Cther Current Assets
Total Current Assets
Gross PP&E
Accumulated Depreciation
Net PP&E
Price Risk Management Assats
Restructuring costs
Goodwill
Other Assels
Total Assets
Accounts Payable

Accrued Expenses & Liabilities
Other Current Liabilites

Total Current Liabilities
Revolver Debt
Long Term Debt __

Total Debt
Deferred Tax Liabiiities

DTA - Restructuring Costs

Price Risk Management Liabilities
Long-term Gas Confracts

Deferred Credits and Other Liabilities

Total Liabilities
Stockholders’ Equity
Total Liabilities & Shareholders® Equity
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{8 in millians) 2008E 2009E 2040E 2011E 2012E
Funds from Operating Actlvitles
Neat income
Depraciation

Amortization of Restructuring Costs

Deferred Taxes - Restructuring cosls
Deferred Taxes - NOL Utilization

Deferred Taxes - Ragulatory Amortization
Deferred Taxes - Depreciation

AFUDC - Equity-

Changes in Other LT Assets and LT Liabilities

Funds from Operatlons {FFO)
Change in Working Capital
Cash Flow from Operating Actlvities

Funds from Investing Activities
Total CapEx
AFUDC - Debt

Cash Flow from investing Actlvities

Free Cash Flow {Cash Available lo Service Total Debt)

Funds from Financing Actlvities
Tatal Optional Debt Repayments_

‘Cash Flow from Financing Activities

Net Cash Flow

PrREE.

‘
-
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($ in mitlions) — e ——
Aqulla (Post-Asset 5ale) (BP=6) __
2008E 2009E 2010E 2011E 2012E
Selected Credit Statigtics "

Averagae Debl / EBITDA
[FFO/ Debt

Debt / Capitalization

Net Dabt / Capitalization
EBITDA / Interest

FFO Interest Coverage

S5&P BBB Benchmarks
FFO / Debt
Dabt / Capitalization
FFO Interest Coverage

Business Position 5

BB Rating

'

BB Rating
Business Positicn 6

Nt W
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Capital Expenditure

{$ in millions)

Posl-Transaction Feriod “Total

2007E 2008E 2009E 2010 2011E 2012E *07-°12

.. -
g .___I%lm s
- = gt

Aquila Managsmaent Plan

latan — Great Plains Estimates

Adjustments (With Impact on Rate Base}
Peakers
Environmental
Other Generation
Total Distribution
Total Transmission
Total IT
Total

Total Adjustments to Capex
Total Capex
Note: Aquila post-Asset Sale figures based on Aquila management pian as adjusted by Great Plains management.

p—
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