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Financial Responsibility 

In satisfaction of this requirement, the licensee may submit existing ownership agreements 
together with documentation from each owner of the applicability of the agreement to the case of 
financial responsibility for decommissioning.   

Each Owner’s financial responsibility for decommissioning is found in various sections of the 
Ownership and Operating Agreements which are attached. 

Section 4.3(e) of the Ownership Agreement states that each Owner shall at all times pay a share of 
all costs and expenses, including any current funding required to discharge the burden of wastes 
and waste fuel management, including storage, transportation, risk and liability upon and as part 
of decommissioning expense for each Unit in accordance with the applicable Operating Agreement 
in effect. 

Section 4.02 of the Operating Agreement provides that the costs incurred or accrued from all 
sources during each calendar month in decontaminating and decommissioning the station shall be 
the liabilities of the Owners when incurred or accrued and shall be borne by the Owners in 
proportion to their Ownership Shares, defined on p. 2 as 47% KGE; 47KCP&L; 6% KEPCO. 

Section 4.04 of the Operating Agreement requires that if, and to the extent that, requirements have 
been or are hereafter imposed on an Owner by a federal or state authority Owner in a final order 
or regulation which specifies that provision be made for decommissioning costs for the Station in 
a particular manner or manners, such Owner will promptly take such action on its part as may be 
necessary to comply with such requirements.  

Section 8.06 of the Operating Agreement provides that if any Owner shall be required to make any 
payment or incur any obligations attributable to the decontamination or decommissioning of the 
Station in excess of its respective Ownership Share, the other Owners shall indemnify and 
reimburse such Owner proportionately to their Ownership Shares to the extent of any such excess 
together with interest on such excess (for the period between the payment by the Owner to be so 
indemnified and its receipt of such indemnification). 

 

Attachment 5 
Page 1 of 78



Attachment 5 
Page 2 of 78



Attachment 5 
Page 3 of 78



Attachment 5 
Page 4 of 78



Attachment 5 
Page 5 of 78



Attachment 5 
Page 6 of 78



Attachment 5 
Page 7 of 78



Attachment 5 
Page 8 of 78



Attachment 5 
Page 9 of 78



Attachment 5 
Page 10 of 78



Attachment 5 
Page 11 of 78



Attachment 5 
Page 12 of 78



Attachment 5 
Page 13 of 78



Attachment 5 
Page 14 of 78



Attachment 5 
Page 15 of 78



Attachment 5 
Page 16 of 78



Attachment 5 
Page 17 of 78



Attachment 5 
Page 18 of 78



Attachment 5 
Page 19 of 78



Attachment 5 
Page 20 of 78



Attachment 5 
Page 21 of 78



Attachment 5 
Page 22 of 78



Attachment 5 
Page 23 of 78



Attachment 5 
Page 24 of 78



Attachment 5 
Page 25 of 78



Attachment 5 
Page 26 of 78



Attachment 5 
Page 27 of 78



Attachment 5 
Page 28 of 78



Attachment 5 
Page 29 of 78



Attachment 5 
Page 30 of 78



Attachment 5 
Page 31 of 78



Attachment 5 
Page 32 of 78



Attachment 5 
Page 33 of 78



Attachment 5 
Page 34 of 78



Attachment 5 
Page 35 of 78



Attachment 5 
Page 36 of 78



Attachment 5 
Page 37 of 78



Attachment 5 
Page 38 of 78



Attachment 5 
Page 39 of 78



Attachment 5 
Page 40 of 78



Attachment 5 
Page 41 of 78



Attachment 5 
Page 42 of 78



Attachment 5 
Page 43 of 78



Attachment 5 
Page 44 of 78



Attachment 5 
Page 45 of 78



Attachment 5 
Page 46 of 78



Attachment 5 
Page 47 of 78



Attachment 5 
Page 48 of 78



Attachment 5 
Page 49 of 78



Attachment 5 
Page 50 of 78



Attachment 5 
Page 51 of 78



Attachment 5 
Page 52 of 78



Attachment 5 
Page 53 of 78



Attachment 5 
Page 54 of 78



Attachment 5 
Page 55 of 78



Attachment 5 
Page 56 of 78



Attachment 5 
Page 57 of 78



Attachment 5 
Page 58 of 78



Attachment 5 
Page 59 of 78



Attachment 5 
Page 60 of 78



Attachment 5 
Page 61 of 78



Attachment 5 
Page 62 of 78



Attachment 5 
Page 63 of 78



Attachment 5 
Page 64 of 78



Attachment 5 
Page 65 of 78



Attachment 5 
Page 66 of 78



Attachment 5 
Page 67 of 78



Attachment 5 
Page 68 of 78



Attachment 5 
Page 69 of 78



Attachment 5 
Page 70 of 78



 

CATALYST 
C O N S U L T I N G    L L C 

 
Westar & KCP&L 

Wolf Creek Nuclear Decommissioning Financing Plan 
August 28, 2017 

 
 
I. Executive Summary 
 
The Wolf Creek Decommissioning Finance Plan (“Plan”) Joint Resolution addressing the 
owners’ next triennial filing due September 1, 2017 requires the following section (as noted on 
page 2 of Attachment 1 of the Joint Status Report and Resolution filed in Docket No. 15-WCNE-
093-GIE on February 5, 2016): 
 

V. Financial Responsibility 
b. Plans and options for insuring against or otherwise financing premature 

closing of the facility, including but not limited to: 
i. Plan/options to ensure that the contribution amount set for the 

decommissioning trust fund for each owner is reasonable given the 
possibility for premature closing; 

ii. Options to address the potential for a decommissioning trust fund 
shortfall in the event of premature closing; 

iii. Plan/options to address recovery of depreciation expense for Wolf 
Creek by the owners; and 

iv. Discussion of regulatory treatment and rate recovery options that 
would ensure that owners fully recover their investment and return 
on their investment even in the event of a premature closing 
including rate adjustments in current rate periods or continued rate 
recovery after the plant is closed. 
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Overall, Westar and KCP&L (collectively “the Companies”)1 are proposing three (3) options:   

• The first option is to maintain the current schedules for the trust fund contributions and 
depreciation expense. This option is appropriate if Wolf Creek does not experience a 
premature plant closure; however, this option limits the flexibility of the Companies and 
the Commission to respond to changing circumstances -- which increases the overall risk, 
particularly given the trend of nuclear plant closures across the country.   

• The second option is to revise the schedules for trust fund contributions and depreciation 
expense to reflect a premature plant closure by aligning those schedules with the 
shortened remaining operating life of the plant.  

• A third option (which could operate in conjunction with the second option) is to establish 
a standalone ratemaking mechanism (i.e. a balancing account and tracker) to ensure that 
the actual costs of a premature plant closure are recovered subject to full Commission 
review and approval. 

 
More specifically to Section V noted above, the Companies propose that for (i) and (ii), the 
primary option for ensuring that the decommissioning trust fund is fully funded in the event of a 
premature plant closure is to recalculate the contribution amount upon approval of the plan to 
prematurely close the plant.  This revision would ensure a reasonable level of contribution 
without undue delay or incremental risk, while aligning the period of time over which the 
decommissioning trust fund is funded with the remaining depreciable life of the plant. 
 
The Companies also propose that for (iii) and (iv), an option to address the recovery of 
depreciation expense in the event of a premature closing would be for the Companies to revise 
depreciation rates to reflect the shortened remaining operating life of the plant, pursuant to the 
direction and approval of the Commission.  Another option is to establish a balancing account 
which operates in conjunction with a rate mechanism or “tracker” to ensure that the actual costs 
associated with premature plant closure are recovered, subject to Commission review and 
approval.  These options allow the Commission to closely manage the rate impacts of premature 
plant closure while simultaneously providing the Commission more flexibility in the future to 
address the financial and rate impacts of unforeseen operational issues or market conditions that 
may induce the premature closure of the plant. 
 

1 KEPCo concurs in this discussion of the options to address the potential for a decommissioning trust fund shortfall 
in the event of a premature closing.   Like its Wolf Creek co-owners, KEPCo's decommissioning funding plan is 
subject to the Commission's approval.  However, unlike its Wolf Creek co-owners, KEPCo's rates are not subject to 
the Commission's approval - they are instead set by KEPCo's member-owners. 
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II. Discussion 
 

i. Plan/options to ensure that the contribution amount set for the decommissioning 
trust fund for each owner is reasonable given the possibility for premature closing. 

ii. Options to address the potential for a decommissioning trust fund shortfall in the 
event of premature closing. 
 
The primary method for ensuring that the contribution amount set for the 
decommissioning trust fund is reasonable is to plan to recalculate the contribution 
amount upon approval of the plan to prematurely close the plant.  This 
recalculation of decommissioning trust fund contributions – at the time the plan 
for premature plant closure is approved, rather than on a rigid three-year 
periodicity – would ensure a reasonable level of contribution without undue delay 
or incremental risk.  For accounting and ratemaking purposes, it is important that 
the period of time over which the decommissioning trust fund is fully funded 
closely aligns with the remaining depreciable life of the plant. 
 
Another option would be to increase the trust fund contributions before the 
decision to prematurely close the plant is approved – i.e. in the next triennial 
filing and/or next rate case – to mitigate the risk that the decommissioning trust 
fund balance would be insufficient to meet actual decommissioning costs in the 
event of a premature closure.  This option places emphasis on reducing ratepayer 
risk by ensuring that funds are available well before the currently-anticipated 
plant closure date.  This option gives the Commission more flexibility around the 
contribution level and the corresponding rate impact, because it allows increased 
contributions to the trust fund to be made over a greater number of years.  The 
disadvantages of this option are twofold; first, there is a fair degree of uncertainty 
around when the premature closing would take place (if at all), which complicates 
the calculation of an increased trust fund contribution.  Second, this approach 
could be inconsistent with the matching principle (which requires the cost of 
capital investments to be spread over the time period in which those investments 
will be used). 
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iii. Plan/options to address recovery of depreciation expense for Wolf Creek by the 
owners. 
 
One option to address the recovery of depreciation expense for Wolf Creek in the 
event of a premature closing would be for the Companies to revise depreciation 
rates to reflect the shortened remaining operating life of the plant, pursuant to the 
direction and approval of the Commission.  This may be the best option available 
because it allows the Commission to closely manage the rate impacts of 
premature plant closure while simultaneously providing the Commission more 
flexibility in the future to address the financial and rate impacts of unforeseen 
operational issues or market conditions that may induce the premature closure of 
the plant. 
 
It would be beneficial to shorten the depreciable life of the plant and revise the 
depreciation schedule immediately following the approval of a premature closing 
because (1) doing so would result in the appropriate matching of cost recovery 
with the remaining operating life of the plant and (2) revising the depreciation 
schedule at that time would mitigate future rate impacts associated with the earlier 
closure of the plant.  In other words, any delay would only serve to increase the 
future rate impacts.  
 
By revising depreciation rates to reflect a revised closure date, the recovery of 
Wolf Creek-related costs would align with the remaining operating life of the 
plant, resulting in cost recovery from customers who are served by the plant. 
 
Another option is the establishment of a balancing account and rate tracker 
mechanism for all of the costs related to Wolf Creek. Because of the cost 
uncertainties that would exist at the time the premature closing was under 
consideration, the Companies could propose the establishment of a balancing 
account that would allow flexibility for the timing and recovery of the then-
remaining Wolf Creek revenue requirement.  
 
Under this scenario, each of the Companies would remove all of the costs related 
to Wolf Creek from base rates.  Then each of the Companies would establish a 
balancing account and book all of the costs related to Wolf Creek to that account.  
The Companies would then project a present value of revenue requirements for 
Wolf Creek over the remaining life of the plant and could include the levelized 
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revenue requirement amount in the tracker.  Then a periodic comparison of actual 
costs and projected costs could take place, annually or otherwise, to update the 
levelized revenue requirement and to determine whether any revisions to the 
tracker amount would be required.  This would allow for the “smoothing” of the 
rate impacts of costs relate to the premature closure of the plant.   
 
The mechanism itself could operate in a number of ways, subject to Commission 
direction.  (For example, the tracker could be used to recover the entire Wolf 
Creek revenue requirement, with none of those amounts in base rates; or, a 
portion of the Wolf Creek revenue requirement could remain in base rates, and the 
tracker could be used to recover any incremental amounts.)  Regardless of the 
specific design of the tracker and how it is administered, the general concept of 
matching customer rates with actual costs over the remaining life of the plant – 
closely managing the risks of future rate impacts while providing the Commission 
with a high degree of flexibility should a premature plant closing occur – would 
remain. 
 
There are at least three types of costs the Companies would anticipate booking to 
the balancing account for this tracker: (1) the depreciation associated with 
existing plant investments, (2) the return on the undepreciated capital investments 
at the plant until its end-of-life, and (3) decommissioning costs related to the plant 
shutdown. There could be other types of costs to be identified later to also be 
booked in the balancing account.   
 
The balancing account would smooth revenue requirement impacts of a premature 
closure over whatever plant life would remain and would allow for full recovery 
of actual plant-related costs (but no more than those actual costs) by its end-of-
life. This would effectively align the cost recovery period with the remaining 
operating life of the plant, resulting in an appropriate matching of cost recovery 
from customers who benefit from the plant's operations while mitigating the risk 
of future customers bearing the costs of a plant that will no longer be providing 
service. Additionally, through the proposed accounting treatment, customers 
would pay no more and no less than the actual fixed costs of operating the plant 
between the time that plans for the premature closure are approved and the actual 
date of closure.  Periodic reviews would ensure both the prudency of costs 
incurred and the accuracy of any rate adjustments that stem from such reviews. 
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This approach has been approved via settlement by a state regulator in another 
jurisdiction for the premature closure of a power plant.2 
 

iv. Discussion of regulatory treatment and rate recovery options that would ensure that 
owners fully recover their investment and return on their investment even in the 
event of a premature closing including rate adjustments in current rate periods or 
continued rate recovery after the plant is closed. 

 
In addition to the options discussed in (iii) above, the Companies could propose the 
deferral of the then-remaining Wolf Creek depreciation expense.  This approach has been 
approved by a state regulator in another jurisdiction for the long-term idling of power 
plants.3  The Companies could then propose the inclusion of those deferred amounts, 
amortized over an as-yet-undetermined number of years, in the Companies’ revenue 
requirement to be recovered in base rates.  This approach is not consistent with the 
matching principle.  However, this approach could potentially mitigate adverse rate 
impacts, so that a balance could be struck between the matching principle and the 
ratemaking principle of gradualism. 
 
Perhaps the best option would be to create a rate mechanism aimed at recovering all of 
the costs associated with the Wolf Creek investment and the return on that investment, as 
described in the response to (iii).  The rate mechanism would operate in conjunction with 
base rates to recover the applicable amounts. The rate mechanism could be used to 
recover the incremental revenue requirement not included in base rates at the time the 
mechanism is established.  This approach would permit the review of particular cost 
items related to the Wolf Creek premature closure in a separate proceeding, outside of a 
rate case and with greater frequency (e.g. annually).  The particular details of how the 
mechanism would operate would have to be determined at the time the mechanism is 
proposed, presumably at or shortly after the approval of the plan to prematurely close the 
plant. 

2 See Idaho Public Utilities Commission, In The Matter Of The Application Of Idaho Power Company For Authority 
To Increase Its Rates For Electric Service To Recover Costs Associated With The North Valmy Plant, Case No. IPC-
E-16-24, Order No. 33771 (May 31, 2017). 
 
3 See Kentucky Public Service Commission, In the Matter Of: Application Of Big Rivers Electric Corporation For 
A General Adjustment In Rates Supported By Fully Forecasted Test Period, Case No. 2013-00199 (April 25, 2014). 
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Financial Responsibility 

In support of K.S.A. 66-128m (b)(8): 
1. Reasonable assurance of responsibility in the event of insufficient assets to fund the 

decommissioning. 
 

Ultimately customers are responsible for the costs for decommissioning of Wolf Creek and the 
utilities maintain the right to collect those costs from customers over a reasonable period of time.  If 
there are some timing differences in recovery of costs from customers, the utilities have sufficient 
credit quality to ensure funds are available to complete decommissioning, as discussed for each 
utility below. 
 
KG&E Response 
 
We believe the financial condition of Westar Energy, Inc. and its wholly-owned subsidiary, KGE, 
provides reasonable assurance of the availability of funds.  Standard and Poor’s current corporate 
credit ratings for both Westar Energy and KGE are BBB+ with a positive outlook.  Moody’s 
current issuer credit ratings for both Westar Energy and KGE are Baa1 with a stable outlook.  As 
such, Westar and KGE have access to capital markets.  Other available sources of funds include 
internally generated cash and short-term borrowing.  Westar currently has two revolving credit 
facilities and maintains a commercial paper program under which the company can issue up to 
$1.0 billion.  As of June 30, 2017, Westar’s total net worth, excluding the net book value of Wolf 
Creek, was $2.8 billion.  The ratio of Westar’s total liabilities to total net worth was 2.0.  Westar’s 
total assets excluding the book value of Wolf Creek are $10.5 billion which is 27.5 times KGE’s 
share of the latest decommissioning cost estimate. 
 

KCP&L Response 

KCP&L is a wholly-owned subsidiary of Great Plains Energy Incorporated (GPE).  Standard & 
Poor’s and Moody’s Investors Service provide public ratings for the companies.  Both companies 
are rated investment grade and have access to existing credit facilities as well as the long-term 
capital markets in the unlikely event KCP&L has insufficient assets on hand to fund 
decommissioning of Wolf Creek.   
KCP&L and GPE currently have $600 million and $200 million respectively in revolving credit 
facilities that also allow the transfer of up to $200 million in commitments between the facilities.  
KCP&L’s credit facility supports an active commercial paper program.  These credit facilities 
alone provide the ability to KCP&L to sufficiently fund the required annual contributions 
necessary to meet the Kansas jurisdictional requirement of KCP&L’s projected decommissioning 
costs. 

 
KEPCo Response 

KEPCo has contracts with its member owners that extend through 2045 that obligate those member 
owners to pay the costs incurred by KEPCo in providing power to them.  Those costs include 
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decommissioning costs.  Other available sources of funds include short term borrowing and 
existing credit facilities. 
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