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Our Premise:  The strength of KPP is found 
in the strength of individual member cities.  Col-
lectively, KPP can provide power supply, financial 
products and other needed services to member 
systems less expensively and more reliably.  To 
ensure organizational strength and exceptional 
performance, KPP shall commit to a periodic orga-
nizational assessment and renewal of goals.
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Many years ago, it was said that an African proverb offered this wisdom: “if you want to go quickly, go alone; if you want to go far, go together.”  The 
year 2016 brought more than one opportunity for KPP members to act on that wisdom.  Because of cities’ individual actions dedicated to the entire 
Pool, the entire Pool grew stronger in operational capability and in mutual respect.

When the Pool was established in 2005, it could not have been anticipated that revising governing documents would be needed 10 years later.  
However, the need for unity of action was surely predictable.  After all, the agency’s mission was for cities to do together what might be impossible 
to do alone.  By year-end 2016, there was evidence to support that notion in the case of every KPP member regardless of size.

The successful effort to modernize our Operating Agreement brought us into compliance with the integrated marketplace within which we now 
function.  Besides that protracted effort, KPP took thoughtful pause in 2016 to consider the need to protect the equitable interests of each member.  
Frequent discussions involved the conditions for the prospective entry of new members and the reinforcement of established financial policies.  
Planned tactics for reducing cost were also front and center.

By June, after years of careful deliberation, KPP signed a co-development agreement with GridLiance.  The primary intent has been to address local 
reliability issues.  Moreover, an alignment with GridLiance gives all KPP members the prospect of entering the modern and competitive marketplace 
for transmission asset ownership and its consequent revenue opportunities.  However, even without their assistance, KPP set in motion an initiative 
to substantially reduce transmission costs that are geographically localized but otherwise spread to all members through the Pool-approved rate.

These prospects necessitated Pool-wide consideration of the power purchase contracts between member cities and the Pool generally.  This topic 
represented the central forum discussion at the Fall Planning Retreat in September.  At the annual membership meeting in December, a resolution 
was adopted calling upon all governing bodies to align power purchase contracts.  It had nearly unanimous approval.  This action of unity was to 
allow KPP the optimal flexibility on financial measures benefitting the entire Pool.  

Also in December, the Pool voted unitedly to increase capacity payments.  Although such action directly benefits only generating cities – one-half of 
the KPP membership – this individual and selfless action will be historically remembered as a measure ultimately calculated to benefit all.  Further, 
the action carried with it the intention to annually consider the dollar amount of capacity as compared to the prevailing market value.

Distinctively, KPP has adhered to the Pool philosophy through its acquisition of assets.  And we are not finished yet.  Because these acquired 
assets benefit the Pool – and not individuals – decisions are made to support the Pool strategy.  Obviously, actions are to stand on their own 
merits.  Further, they are made possible through tax-exempt bond financing.  With each undertaking from the past, we have validated our financial 
operating policies.  Having achieved the lowering of borrowing cost, we now have 
reasonable expectation for continued success.  And the timing of that success 
is good as it increasingly appears future power supplies will be most efficiently 
secured by asset purchase rather than by contract.

The composition of our members is strikingly curious and beneficial.  It is true 
that when the Pool was first organized more than 10 years ago, the principal 
motivation was shared by only a few cities – all of whom owned and operated 
local generating assets.  The very early decisions were geared toward satisfying 
the concerns they mutually held as generators.  In time, the Pool grew in number 
for more than simply one or two reasons.

Years later, it became urgent to acquire a portion of our Dogwood asset.  When 
we did, we achieved a lowering of KPP’s overall operating cost.  A curious truth 
came to our realization.  It was this:  the acquisition was made possible by the 
cooperating presence of all participating members – large and small – and would 
not have been possible by only a few.  It could be said that the early American 
journalist, Thomas Paine, predicted this when he wrote, “it is not in numbers, but 
in unity, that our strength lies.”

As you peruse this Annual Report, you may notice without caption that Bill Callaway, 
of Clay Center, was presented with KPP’s first-ever award for “Excellence in Public 
Power Advocacy”.  Near the very end of the year Warren Porter, of Winfield, was presented with KPP’s award for “Distinguished Service”.  Just prior 
to year-end, James Ging, the Director of Utilities in Winfield who was also a KPP Board member beginning in 2013, was hired as KPP’s Director of 
Engineering Services.

Finally, this Report shows colorful evidence of the times KPP members have come together.  Although it is presented here symbolically, the need for 
our coming together is a continuing reality.                 
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2016 KPP Board of Directors

Pictured Left to Right:
Larry Paine, Secretary 
Bill Callaway, Member

Brad Modlin, 2nd Vice President 
Jim Sutton, Member 
Stan Luke, President
Bob Peter, Member

Rex Reynolds, Member
James Ging, 1st Vice President

Barry Hodges, Member Vickie Matney
Controller

Ivan Seward
Senior Accountant
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2016 KPP Staff

Mark Chesney
CEO and General Manager

Vickie Matney
Controller

Ivan Seward
Senior Accountant

Curtis Irby
Glaves, Irby and Rhoads, 

General Counsel

Carl Myers
Director of 

Member Services

Ahmad Kahn
Senior Director of Wholesale 

Electric, Origination and 
Resource Planning

Larry Holloway
Assistant General Manager – Operations
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Member Cities
2016 KPP Population No. of 2016 Peak Owns 
Membership  Electric Load (kW’s) Generation? 
   Meters  

Voting Members    

Attica  620 464 1,955 No

Augusta 9,274 4,538 22,264 Yes

Burlington 2,790 1,721 9,218 Yes

Clay Center PUC 4,334 2,767 12,425 Yes

Ellinwood 2,131 1,250 5,005 Yes

Erie  1,121 639 3,510 Yes

Greensburg 875 505 3,008 No

Haven 1,237 649 3,424 No

Hillsboro 2,993 1,491 7,056 No

Holyrood 447 315 1,169 No

Kingman 3,145 1,979 8,361 Yes

Lucas  396 338 1,742 No

Luray  190 151 731 No

Marion 1,980 1,191 5,355 No

Minneapolis 2,087 1,107 5,546 Yes

Mount Hope 846 392 1,704 No

Mulvane 6,111 2,603 12,822 Yes

Oxford 1,218 600 3,100 Yes

St Marys 2,651 1,000 5,614 No

Udall  848 357 1,568 No

Waterville 616 428 1,387 No

Wellington 8,172 4,476 29,370 Yes

Winfield 12,301 7,651 64,376 Yes



47



ENERGY SOURCES
Generation Resources
KPP members are served by resources obtained by either pooling members’ purchase power contracts, 
utilizing member’s generation, or directly by KPP purchase power agreements, such as the Jeffrey 
Energy Center participation agreement or the Greensburg Wind Farm purchase power agreement, or 
KPP owned resources, such as KPP’s ownership share of the Dogwood Combined Cycle Plant.

Capacity Resources Chart:
The Capacity Resources chart illustrates the demonstrated 
deliverable capacity of KPP’s generation resources and the 
percentage of KPP’s total capacity each resource represents.  

As shown KPP’s generation resources have a diverse fuel mix.  
SPP requires KPP to maintain, operate and offer into the SPP 
Integrated Market (IM) generation capacity equal to at least 
1.136 times KPP’s peak load.   The actual dispatch of KPP 
capacity resources depends on the need of the SPP market.  
All KPP resources, even those that are used infrequently, 
serve to not only meet SPP capacity requirements, but also 
as a hedge to protect KPP’s members from spikes in market 
prices. As illustrated below, the majority of KPP resources 
use natural gas as a fuel.  

Fuel Mix Chart:
The Fuel Mix Chart illustrates the percentage of each type 
of fuel used by KPP’s capacity resources.  The use of coal 
as a fuel has begun to decrease across the nation as coal 
units are being shut down or converted to natural gas.  
KPP continues its contract with Westar’s Jeffrey Energy 
Center, which is coal-fired.  However, Dogwood and the 
KPP City units are natural gas fired.  KPP’s ownership of 
the Dogwood combined cycle plant represents a growing 
trend to utilize efficient natural gas units for their abil-
ity to quickly ramp up and down and to dispatch into an 
increasingly volatile energy market.
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Percent of Energy Expenses 
per Resource Chart:
This chart illustrates the dollar share of energy expenses for each 
KPP energy resource for 2015.  Energy sources are selected by 
the Southwest Power Pool according to the cost of generation 
for each day in order of least cost to highest cost.  Base load units 
are generally lower cost to operate and are selected first to gen-
erate electricity.  Intermediate units, such as Dogwood, are used 
as the load surpasses base load capacity.  Small units, such as 
KPP member utility units, are used for short periods to generate 
during high peak loads. 

KPP dispatches its resources as directed by the Southwest Power Pool (SPP) Integrated Market. When 
KPP units are dispatched by the SPP market, KPP is paid for their generation.  Thus, while all of KPP 
load is served by the SPP IM, and all KPP generation is dispatched into the market, the SPP IM costs 
reflected in the chart above are a result of the credit KPP receives for its generation into the market.  
For example, if KPP pays $20 per MegaWatthour (/MWh) for fuel costs at Jeffrey, and the SPP IM prices 
are $25/MWh, KPP pays Westar $20/MWH and KPP gets a $25/MWH credit in its SPP Integrated Market 
bill.  Low market prices in 2016 were due to large amounts of wind generation in SPP as well as moder-
ate gas prices.   While market prices to serve KPP load were down, value of KPP resources sold into the 
market was also lower.  Nonetheless, Dogwood was dispatched at historic high levels throughout the 
late summer.  Thus, KPP resources offset KPP load costs in the market such that only that 15.4% of 
KPP’s energy expenses were a result of SPP IM charges.  

Transmission Resources
When KPP was founded, its members realized the benefits of firm transmission resources.  
Starting in 2009, all KPP members benefited from KPP’s firm Network Integrated Trans-
mission Service (NITS) in the SPP.  This has become increasingly important today because 
of the SPP Integrated.  In structured electric markets, such as SPP’s IM, firm transmission 
rights allow users to benefit from their generation resources while controlling exposure to 
congestion costs between resources and loads.  

Wholesale Rates
In 2016, KPP’s wholesale rates were affected by lower than anticipated energy costs.  Thousands of Mega-
watts of new wind generation in the 14 State SPP region came on line throughout 2016, while natural gas 
prices, though up slightly from 2015, remained moderate.  This combined to create low SPP market prices.  
Thus, KPP energy costs were about 85% of the anticipated budget costs.  Additionally, transmission costs 
and capacity costs were also slightly below forecasts.  In summary, even though natural gas prices in-
creased in 2016 and sales were slightly below forecast, decreased market prices were less than expected 
and overall average annual costs to KPP members were over 4% below budget forecasts in 2016.  
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KPP 2016 Audited Expenses:
By far the greatest share of KPP’s expenses in 2016 were 
related to the procurement of wholesale energy, capacity, and 
transmission on behalf of its twenty-three member municipal 
utilities at 86.8%.  Administrative expenses were below 4%.  
Dogwood operating expenses and depreciation made up the 
bulk of other operating expenses while interest expense on 
debt constituted almost all of the non-operating expense. 

The chart below illustrates the 3-year history of KPP expenses:

KPP Debt Service Coverage Ratio:
KPP’s bond covenants require that it maintain a ratio of funds available for 
debt service to annual debt service payment of at least 1.10 to avoid bond 
default (Default DSCR on chart).  Beginning in 2016, the bond rating agen-
cies expect KPP to maintain a ratio of 1.30 to sustain its favorable investment 
grade bond ratings (Expected DSCR on chart).  The chart below illustrates 
that KPP, through financial policies approved by the Board of Directors, has 
met and exceeded its bond requirements.  Any funds remaining above the 
1.30 ratio are available to the Board of Directors for placement into KPP’s rate 
stabilization fund to be used for extraordinary, unanticipated expenses.  The 
chart illustrates the actual DSCR before transfer to the rate stabilization fund 
(Actual Before Transfer on chart).
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KPP Expense Days Covered 
by Unrestricted Cash:
In 2012, the KPP Board of Directors approved a policy to 
maintain a minimum unrestricted cash balance of no less 
than 90 days of operating expenses.  This chart illustrates 
the progress KPP has made in the past six years to meet and 
exceed this financial objective, which is also important for 
sustaining KPP’s bond rating.  KPP also maintains a $6 mil-
lion letter of credit with a rated bank.  The yellow column in 
the chart shows the effect of the letter of credit on expense 
days covered on top of KPP’s cash reserves.

KPP Liquidity:
Liquidity is the measure of KPP’s ability to use cash 
or cash equivalents to pay short-term debt.  The ratio 
used to illustrate liquidity is the ratio of current assets 
to current liabilities, or Current Ratio.  A Current ratio 
of 1.0 or above indicates that KPP can cover 100% of its 
short-term debts for a period of twelve months with ac-
cessible resources.  A Current Ratio of 1.5 or higher is in-
dicative of a financially healthy organization.  The chart 
also includes a trendline that shows the linear direction 
of the annual ratios.  KPP’s trendline continues slightly 
upward above 4.0, which suggests a very financially 
healthy organization.

KPP Average 2016 Demand 
and Energy Cost: 
When KPP staff prepares its annual budget, a wholesale rate 
structure is also prepared to meet the revenue requirements 
of the budget.  Rates are calculated for fixed costs (transmis-
sion, debt service, capacity, and administration) and for vari-
able costs (energy).  One way to view the overall cost of KPP’s 
services to its members is to combine the rate revenue for 
fixed and variable expenses and divide it by the total number 
of megawatt-hours sold during the year.  This chart illustrates 
the historical cost to its members in this manner.  In addition, 
the chart shows a moving three-year average that smooths 
the trendline.
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Assets and Deferred Outflows of Resources 
Assets and Deferred Outflows of Resources 
Current Assets
 2016 2015  

Cash  $17,081,133  $14,646,573 
Cash and cash equivalents, restricted  142,415  6,368 

  17,223,548  14,652,941 
   
Investments, restricted  3,431,826  3,502,711 
Accounts receivable  4,917,249  4,598,923 
Prepaid expenses and other  896,184  843,671 
Materials and supplies 323,256  366,938 
   
Total current assets  26,792,063   23,965,184 
   
Noncurrent Investments, Restricted  1,589,280   3,179,442 
   
Capital Assets, Net of Accumulated Depreciation  37,641,755   37,297,172 
   
Other Assets  978,614   1,120,402 
   
Regulatory Assets   
Costs recoverable from future billings  1,035,593   1,129,380 
Unrecovered development costs  6,267,171   6,727,783 
   
   
Total regulatory assets  7,302,764   7,857,163 
   
Total assets  74,304,476   73,419,363 
   
Deferred Outflows of Resources   
Deferred loss on refunding  161,471   - 
Pensions  219,227   134,280 
   
Total deferred outflows of resources 380,698  134,280 
   
Total assets and deferred outflows of resources  $74,685,174   $73,553,643 
   

Liabilities, Deferred Inflows of Resources and Net Position   
 2016 2015
   
Current Liabilities   
Current portion of bonds payable  $2,450,000  $2,185,000 
Accounts payable  84,467   42,459 
Accounts payable – power bills  3,100,215   2,770,287 
Accrued expenses  612,211   375,833 
Accrued interest  216,683   412,385 
   
Total current liabilities  6,463,576   5,785,964 
   
Long-Term Debt   
Revenue bonds payable  46,220,000   49,815,000 
Unamortized bond premiums and discounts, net  1,495,938   1,657,436 
   
Total long-term debt  47,715,938   51,472,436 
   
Net Pension Liability  621,998   491,157 
   
Total liabilities  54,801,512   57,749,557 
   
Deferred Inflows of Resources   
Rate stabilization fund  5,760,000   3,560,000 
Pensions  16,742   39,887
Other  21,343   -   
   
Total deferred inflows of resources  5,798,085   3,599,887 
   
Net Position   
Net investment in capital assets  2,915,009  1,201,497 
Restricted – expendable for   
Debt service  1,268,863   1,178,017 
Member projects  51,975   1,472,119 
Unrestricted  9,849,730   8,352,566 
   
Total net position  14,085,577   12,204,199 
   
Total liabilities, deferred inflows of resources and net    
position  $74,685,174   $73,553,643 
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        2016         2015   

Operating Revenues  $59,014,369   $55,199,423  
   

Operating Expenses   
Purchased power   36,088,628   36,989,035 
Transmission expense  11,582,466   11,117,430 
Dogwood operating costs  1,211,372   1,106,602 
Amortization of unrecovered development costs 564,859  670,876 
Depreciation  1,313,845   1,010,743 
   
    Total operating expenses  50,761,170   50,894,686 
   

Administrative and General Expenses   
Salaries and benefits 913,696  864,039 
Legal expenses 219,335  171,736 
Consulting fees 42,994  41,649 
Outside services 193,501  187,780 
Insurance 136,428  105,113 
Dues and memberships 158,546  143,527 
Miscellaneous 268,381  261,070 
Rent  42,072   32,525 
Payment in lieu of taxes  108,625  193,064 
   
    Total administrative and general expenses  2,083,578   2,000,503   
 

Operating Income   6,169,621   2,304,234  
   

Nonoperating Revenue (Expense)   
Interest income  63,395   33,253 
Interest expense on debt  (2,231,452)  (1,929,168)
Amortization of bond premiums and discounts, net  161,498   113,943 
Net costs recoverable  (81,684)  (56,941)
   
    Total nonoperating revenue (expense)  (2,088,243)  (1,838,913)  
 

Deferred Inflows of Resources – Rate Stabilization  (2,200,000)  - 

Change in Net Position  1,881,378   465,321  

Net Position, Beginning of Year   12,204,199   11,738,878  

Net Position, End of Year   $14,085,577   $12,204,199  15
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                   2016         2015   
Operating Activities   

Receipts from members  $58,696,043   $55,280,154 
Payments to suppliers  (49,427,737)  (51,361,179)
Payments to employees  (1,040,191)  (849,863)
   
      Net cash provided by operating activities  8,228,115   3,069,112  
   

Noncapital Financing Activities   
Payments of costs recoverable from future billings  -   (406,975)
Principal payments on non-capital bonds  (1,795,000)  (635,000)
Interest paid on revenue bonds  (317,717)  (356,668)
Interest paid on line of credit  (100)  (469)
   
      Net cash used in noncapital financing activities  (2,112,817)  (1,399,112)
   

Capital and Related Financing Activities   
Capital expenditures  (1,658,428)  (13,443,900)
Proceeds from issuance of revenue bonds  -  14,860,000 
Proceeds from discounts   -   613,386 
Principal payments on revenue bonds  (1,535,000)  (1,030,000)
Interest payments on revenue bonds  (2,087,808)  (1,349,650)
   
      Net cash used in capital and related financing activities  (5,281,236)  (350,164)
   

Investing Activities   
Interest income  63,395   33,253 
Proceeds from sales and maturities of investments  6,159,150   5,186,613 
Puchases of investments  (4,486,000)  (7,076,184)
   
      Net cash provided by (used in) investing activities  1,736,545   (1,856,318) 
   

Increase (Decrease) in Cash and Cash Equivalents   2,570,607   (536,482) 
   

Cash and Cash Equivalents, Beginning of Year   14,652,941   15,189,423  
   

Cash and Cash Equivalents, End of Year   $17,223,548   $14,652,941  
   

Reconciliation of Operating Income 
to Net Cash Provided by Operating Activities   

Operating income   $6,169,621   $2,304,234 
Depreciation and amortization  1,987,329   1,874,683 
Net pension liability  130,841   108,670 
Changes in    
Accounts receivable  (318,326)  80,731 
Accounts payable and accrued expenses  608,314   (629,061)
Deferred inflows  (1,802)  (39,837)
Deferred outflows  (267,947)  (63,051)
Prepaid expenses and other current assets  24,332   (555,199)
Unrecovered development costs  (104,247)  (12,058)
   
      Net cash provided by operating activities  $8,228,115   $3,069,112 

16

Audit Report



Events

17



Events

18



Events

19



Events

20



All Photo Credits
Lucia Sherman

Events

Annual Report Design Credit
Patty Ringgenberg



100 N Broadway, Suite L110 Wichita, 
KS 67202

(316) 264-3166 
www.kpp.agency


