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Forvis Mazars, LLP is an independent member of Forvis Mazars Global Limited 

Independent Auditor’s Report 

Board of Directors 
KPP Energy 
Wichita, Kansas 

Report on the Audit of the Financial Statements 

Opinion 

We have audited the financial statements of KPP Energy (KPP) as of and for the years ended 
December 31, 2025 and 2024 and the related notes to the financial statements, which collectively 
comprise KPP’s basic financial statements, as listed in the table of contents. 

In our opinion, the accompanying financial statements referred to above present fairly, in all material 
respects, the financial position of KPP as of December 31, 2025 and 2024, and the changes in its 
financial position and its cash flows for the years then ended, in accordance with accounting principles 
generally accepted in the United States of America. 

Basis for Opinion 

We conducted our audits in accordance with auditing standards generally accepted in the United States 
of America (GAAS) and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States (Government Auditing Standards). Our 
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit 
of the Financial Statements section of our report. We are required to be independent of KPP and to meet 
our other ethical responsibilities, in accordance with the relevant ethical requirements relating to our 
audits. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 

Responsibilities of Management for the Financial Statements 

Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with accounting principles generally accepted in the United States of America and for the 
design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 

In preparing the financial statements, management is required to evaluate whether there are conditions or 
events, considered in the aggregate, that raise substantial doubt about KPP’s ability to continue as a 
going concern for 12 months beyond the financial statement date, including any currently known 
information that may raise substantial doubt shortly thereafter. 

Auditor’s Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are 
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that 
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance 
and, therefore, is not a guarantee that an audit conducted in accordance with GAAS and Government 
Auditing Standards will always detect a material misstatement when it exists. The risk of not detecting a 
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material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve 
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. 
Misstatements are considered material if there is a substantial likelihood that, individually or in the 
aggregate, they would influence the judgment made by a reasonable user based on the financial 
statements. 

In performing an audit in accordance with GAAS and Government Auditing Standards, we: 

• Exercise professional judgment and maintain professional skepticism throughout the audit. 

• Identify and assess the risks of material misstatement of the financial statements, whether due to 
fraud or error, and design and perform audit procedures responsive to those risks. Such 
procedures include examining, on a test basis, evidence regarding the amounts and disclosures 
in the financial statements. 

• Obtain an understanding of internal control relevant to the audit in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of KPP’s internal control. Accordingly, no such opinion is expressed. 

• Evaluate the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluate the overall presentation of the 
financial statements. 

• Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, 
that raise substantial doubt about KPP’s ability to continue as a going concern for a reasonable 
period of time. 

We are required to communicate with those charged with governance regarding, among other matters, 
the planned scope and timing of the audit, significant audit findings, and certain internal control-related 
matters that we identified during the audit. 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis and pension information be presented to supplement the basic financial 
statements. Such information is the responsibility of management and, although not a part of the basic 
financial statements, is required by the Governmental Accounting Standards Board, who considers it to 
be an essential part of financial reporting for placing the basic financial statements in an appropriate 
operational, economic, or historical context. We have applied certain limited procedures to the required 
supplementary information in accordance with GAAS, which consisted of inquiries of management about 
the methods of preparing the information and comparing the information for consistency with 
management’s responses to our inquiries, the basic financial statements, and other knowledge we 
obtained during our audit of the basic financial statements. We do not express an opinion or provide any 
assurance on the information because the limited procedures do not provide us with sufficient evidence to 
express an opinion or provide any assurance. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated April 8, 2026 
on our consideration of KPP’s internal control over financial reporting and on our tests of its compliance 
with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The 
purpose of that report is solely to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of KPP’s internal control over financial reporting or on compliance. That report is an integral 
part of an audit performed in accordance with Government Auditing Standards in considering KPP’s 
internal control over financial reporting and compliance. 

 

Oklahoma City, Oklahoma 
April 8, 2026 
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This section of KPP Energy’s (KPP) annual financial report presents management’s discussion and analysis of 
KPP’s financial performance for the years ended December 31, 2025 and 2024. Please read it in conjunction with 
the accompanying financial statements, which follow this section.  

Overview of the Financial Statements 

Financial Statements 

KPP’s report includes three financial statements. These statements provide both long-term and short-term 
information about the overall status of KPP and are presented to demonstrate the extent KPP has met its 
operating objectives efficiently and effectively using all the resources available and whether KPP can continue to 
meet its objectives in the foreseeable future. Financial reporting at this level uses a perspective similar to that 
found in the private sector with its basis in full accrual accounting. 

The first of the financial statements is the balance sheets. These statements present information that includes all 
of KPP’s assets and deferred outflows of resources and liabilities and deferred inflows of resources with the 
difference reported as net position. Increases and decreases in net position may serve as a useful indicator of 
whether the financial position of KPP as a whole is improving or deteriorating and to identify financial strengths 
and weaknesses and assess liquidity.  

The second statement is the statements of revenues, expenses, and changes in net position, which report how 
KPP’s net position changed during the fiscal year and can be used to assess KPP’s operating results in its 
entirety and analyze how KPP’s operations are financed.  

The third statement is the statements of cash flows, which report the inflows and outflows of KPP’s cash.  

Notes to Financial Statements 

The accompanying notes to financial statements provide information essential to gain a full understanding of 
KPP’s financial statements. The notes to financial statements begin immediately following the financial 
statements. 

Nature of Operations 

KPP is a Municipal Energy Agency organized under K.S.A. 12-885, through and including K.S.A. 12-8,111, of the 
state of Kansas to provide a means of municipal electric systems in Kansas to jointly plan, finance, acquire and 
operate electrical power supply facilities necessary to meet the electrical energy requirements of their consumers. 
KPP is not a discretely presented component unit of the State of Kansas, nor is it included in the financial 
statements of the State of Kansas.  

KPP provides electric power services under its operating agreement and a power purchase contract for wholesale 
electric energy, both of which are adopted by each member city. The term of the operating agreement is governed 
by termination language in the power purchase contract; but the member shall remain responsible for its 
respective shares of any obligations made on its behalf prior to its notice of cancellation and shall be entitled to its 
respective shares of any entitlements obtained for which it has paid when due, subject to the terms under which 
the entitlements were obtained. 

KPP’s 2025 membership includes 24 cities that are considered long-term members in that each has signed an 
exclusive 20-year power purchase contract with KPP, the term of which is the later of twenty years from the First 
Supplemental Power Purchase Contract date or the date upon which the principal, premium, and interest on all 
bonds are paid in full and the bonds are retired. The net result is that each member pools any existing power 
purchase contracts with KPP resources, except for agreements with the Western Area Power Administration, 
which are retained by the cities that have them. Each generating member also assigns its internal generating 
units to the KPP’s resource pool if the units meet KPP requirements as designated network resources under 
Southwest Power Pool reliability standards.  
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The KPP board approved the purchase of a new facility to house KPP offices. The cost of purchasing the building 
was $2.1 million. The purchase is in line with KPP’s philosophy of owning assets instead of leasing them and 
avoids what was likely to be a large rent increase in 2025. The purchase was completed utilizing reserve funds 
and, as such, will not have an impact on KPP electric rates. 

A power purchase agreement providing 59 megawatts (MW) of capacity expired in December 2022. KPP is 
currently evaluating a comprehensive long-term power supply plan aimed at replacing the capacity from the 
expired contract and achieving a lower-cost structure. This initiative includes an extensive exploration of high-
capacity generation options available to KPP for integration within the Southwest Power Pool. The selected 
project or projects will be financed through a combination of a generation fund raised through rates and tax-
exempt bonds, enabling KPP to acquire more fixed assets while simultaneously reducing costs. 

In July 2015, KPP issued additional debt to acquire another 20 MW of the Dogwood Energy Facility, increasing its 
ownership share from this natural gas, combined cycle generating source to 62 MW. Since then, improvements at 
the Dogwood Energy Center have raised KPP’s capacity value to 69.2 MW, though it was previously limited to 
66.2 MW due to interconnection constraints. Dogwood has now completed the necessary SPP transmission 
study, enabling KPP to realize the full 69.2 MW. 

In June 2016, the KPP began taking 25 MW of energy from a newly constructed wind farm in north central 
Kansas, bringing its renewable capacity contracts to about 15.1% of its total energy portfolio. This addition 
allowed KPP to terminate a 15.5 MW contract from an inefficient coal-fired generating plant at the end of 2015. 

In 2025, KPP entered into two power purchase agreements totaling a combined 15 MW of firm capacity. KPP’s 
energy resources now include wind, hydro, natural gas, and fuel oil, providing a diversified mix that helps hedge 
against price volatility in any single fuel type. 

KPP applies to the practice of locational arbitrage within the Southwest Power Pool Integrated Market. Locational 
arbitrage is the practice of bringing in more revenue to certain locations where transmission congestion occurs by 
offering excess energy on a real-time basis rather than selling it in the day ahead market at a lower rate. KPP 
takes energy at the source of two wind farms where transmission congestion occurs at certain times of the day. 
KPP is the sole purchaser of the output of the Greensburg Wind Project. 

KPP submitted a Letter of Interest under the Powering Affordable Clean Energy (PACE) program with Rural 
Utilities Services and USDA to install approximately 20 MW of solar generation in nine KPP cities. We were 
invited to submit a full application by December 4, 2023 and successfully submitted it on January 19, 2024, after 
receiving an extension to January 26, 2024. KPP staff analyzed each of the 24 KPP communities and determined 
the maximum amount of additional resources allowable behind the meter to qualify for this project. The cities 
identified were Clay Center, Ellinwood, Greensburg, Hillsboro, Kingman, Marion, Mulvane, Wellington, and 
Winfield. After further review, seven sites were selected: Clay Center, Ellinwood, Greensburg, Hillsboro, Marion, 
Wellington, and Winfield. On September 25, 2024, the USDA announced it was moving forward with eight PACE 
projects, including one in Kansas, the KPP Project. On November 12, 2024, KPP received a letter of conditions 
from the USDA, with the only remaining step to receive full USDA approval to proceed is completion of 
environmental assessments in several locations, which were completed on September 29, 2025. On 
December 30, KPP secured temporary financing for the project with a two-year bond issuance. On December 30, 
2024, KPP executed an engineering procurement and construction contract with developer Priority Power. As 
such, the project is deemed to have begun construction during the calendar year 2024. By completing these 
considerable tasks by the end of the year, KPP achieves an enhanced level of security in accessing tax credits for 
the project. KPP will install a total of 18 MW solar capacity. KPP anticipates completing the project and bringing it 
online by October 2026. KPP is currently working to extend its temporary financing, allowing sufficient time to 
secure the USDA loan and grant, along with receiving the income tax credits in payment form.  
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KPP issued debt in June 2021 to acquire, construct, and equip a new electrical substation to service the City of 
Mulvane. This project includes new transmission lines, electrical connections, transformers, and switchgear, along 
with any necessary changes or additions. The transformer was completed and delivered to Mulvane in September 
2024, and the substation is expected to be completed in 2026. 

In 2025, a Generation Repair Fund was created to support member cities with the costs of generation repairs. 
Cities are eligible to apply for grants covering up to half of their repair expenses, while the remaining half can be 
financed with assistance that is repaid through monthly capacity payments. 

In October 2025, KPP finalized an agreement to acquire four Tier 4 Caterpillar Diesel Generators, scheduled for 
delivery in 2027 and intended for use in member cities. The purchase was funded using monies from the 
generation fund, which had been collected through previous rate assessments. 

Each member city taking wholesale electric service through KPP is represented by a voting delegate to the KPP 
Membership Committee. Voting delegates and their alternates are appointed by the governing bodies of the 
respective member cities. 

KPP is governed by a nine-member board, elected by the Membership Committee, serving staggered four-year 
terms. The board meets monthly to review and direct the general activity of KPP’s staff. KPP’s staff is headed by 
a chief executive officer (CEO)/general manager selected by the board. The staff is comprised of eight members 
in addition to the CEO/general manager who handles the daily operations of KPP. KPP also retains or contracts 
with consultants in specialized areas of the electric utility industry. 

KPP’s annual budget process is closely interrelated with its wholesale rate-setting process, both of which involve 
the direct participation of the board and the Membership Committee. KPP staff first prepare peak demand and 
energy numbers using forecasts for each member city, which are calculated with anticipated unit costs to project 
KPP expenditures for the new fiscal year. Wholesale rates are then calculated to provide the revenue levels 
necessary to cover expenses and to meet the financial objectives set by the board with regard to debt service 
coverage and net position. KPP staff make a presentation of these financial components to the membership at an 
annual rate forum. At a subsequent meeting, the board approves the budget and recommends to the Membership 
Committee approval of the wholesale rates to be applied the following year. The wholesale rates are finalized by a 
vote of the Membership Committee.  

At the end of FY 2025, KPP’s unrestricted cash balance covered 388 days of operating expenses. KPP has 
exceeded its financial objective of reaching 90 days’ expense coverage by 2020. At the end of FY 2025, KPP 
reached a debt service coverage ratio of 2.67 before moving funds in excess of the 1.3 bond rating agency target 
into its emergency stabilization fund.  

KPP offers its members a range of complimentary value-added services including annual electric utility analysis 
reports, rate review and design assistance, long-term capital improvement planning, project management 
services, electric distribution assessments, pole testing analysis, energy efficiency rebate program, education and 
ordinance preparation for distributed generation projects, and assistance in securing local, state, and federal grant 
opportunities. KPP also hosts training and networking events for members and supports community promotion 
efforts by participating in and financially contributing to local chambers of commerce and community foundations.  
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The following tables summarize the financial condition and operations of KPP: 

2024 2023 2022

Revenues, Expenses, and Changes in Net

Position

Operating revenues 52,271,548$    57,167,808$    51,746,236$    

Operating expenses (40,288,729)     (40,596,773)     (43,006,229)     

Administrative and general expenses (4,108,188)       (3,758,128)       (3,152,973)       

Nonoperating expense, net 633,751           (113,010)          (564,294)          

Deferred inflows of resources – emergency

stabilization and generation resource (6,000,004)       (10,500,008)     -                       

 

2024 2023 2022

Revenues, Expenses, and Changes in Net

Position

Operating revenues 52,271,548$    57,167,808$    51,746,236$    

Operating expenses (40,288,729)     (40,596,773)     (43,006,229)     

Administrative and general expenses (4,108,188)       (3,758,128)       (3,152,973)       

Nonoperating expense, net 633,751           (113,010)          (564,294)          

Deferred inflows of resources – emergency

stabilization and generation resource (6,000,004)       (10,500,008)     -                       

Change in Net Position 2,508,378$      2,199,889$      5,022,740$      

 

KPP’s investment in capital assets, net of accumulated depreciation, was as follows as of December 31: 

2025 2024 2023

Depreciable Assets

Vehicles 146,520$         19,648$           61,396$           

Furniture, fixtures, and equipment 511,934           618,695           609,505           

Office building and related improvements 2,710,272        2,487,422        -                       

Kingman Direct Connect 4,643,982        4,643,982        4,643,982        

Solomon Energy Storage Center 2,148,116        2,148,116        2,119,291        

Dogwood 51,269,080      48,464,062      47,791,223      

Total Depreciable Assets 61,429,904      58,381,925      55,225,397      

Construction Work in Progress 24,023,830      17,313,230      1,015,029        

Less Accumulated Depreciation 21,662,379      19,334,163      17,043,599      

Total Capital Assets, Net 63,791,355$    56,360,992$    39,196,827$    

 

See Note 3 for additional information. 
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Revenue Bonds 

During 2015, KPP issued the 2015A revenue bonds to acquire an additional 20 MW of the Dogwood Energy 
Facility for $14,860,000. 

During 2017, KPP issued the 2017A revenue bonds for approximately $9,800,000 for advance refunding of 
approximately $8,535,000 of the 2012A revenue bonds. These bonds were issued through a private placement. 

During 2020, KPP issued the 2020A and 2020B revenue bonds for approximately $5,875,000 for advance 
refunding of approximately $5,345,000 of the 2012A revenue bonds. KPP also issued the 2020C revenue bonds 
for approximately $1,115,000 for advance refunding of approximately $1,040,000 of the 2013A revenue bonds. 
These bonds were issued through a private placement. 

During 2021, KPP issued the 2021A revenue bonds to finance certain construction projects for approximately 
$14,570,000. During 2021, KPP also issued the 2021B and 2021C revenue bonds for approximately $8,375,000 
for advance refunding of approximately $4,615,000 of the 2012A revenue bonds, approximately $975,000 of the 
2012B revenue bonds, approximately $645,000 of the 2012C revenue bonds, and approximately $2,465,000 of 
the 2013A revenue bonds. During 2024, KPP issued Series 2024A bonds for the purpose of financing solar 
generating facilities. 

All bond issues are rated A3 by Moody’s, except for the 2017A, 2020A, 2020B, 2020C, and 2024A revenue 
bonds, which are not rated. See Note 6 for additional information. 

Operations 

Revenues from operations were approximately $52,272,000 for the year ended December 31, 2025. The 
decrease in operating revenue of approximately $4,896,000 (8%) from 2024 is primarily a result of a decrease in 
power costs which led to a decrease in revenues. Operating expenses, which consist mainly of transmission 
costs, purchased power, depreciation, and payments to the facilitator for scheduling and other administrative 
functions, totaled approximately $40,289,000, a decrease of approximately $300,000 (17%) in the same period. 

Revenues from operations were approximately $57,168,000 for the year ended December 31, 2024. The increase 
in operating revenue of approximately $5,422,000 (10%) from 2023 is primarily a result of board-approved rate 
increases in 2024. Operating expenses, which consist mainly of transmission costs, purchased power, 
depreciation, and payments to the facilitator for scheduling and other administrative functions, totaled 
approximately $40,597,000, a decrease of approximately $2,400,000 (6%) in the same period. 

Contacting KPP’s Financial Management 

Questions about this report or requests for additional financial information should be directed to: 

KPP Energy 
General Manager 

2229 S. West  
Wichita, KS 67213 
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2025 2024

ASSETS AND DEFERRED OUTFLOWS OF RESOURCES

Current Assets

Cash 34,955,563$        34,508,934$        

Cash, board designated for emergency stabilization 11,907,647          8,047,270            

Cash and cash equivalents, restricted 500,000               500,000               

47,363,210          43,056,204          

Investments, restricted 36,494,508          38,869,427          

Accounts receivable 4,146,391            4,709,019            

Prepaid expenses and other 3,535,015            3,591,524            

Materials and supplies 507,546               481,983               

Total Current Assets 92,046,670          90,708,157          

Investments, Restricted -                           2,912,052            

Capital Assets, Net of Accumulated Depreciation 63,791,355          56,360,992          

Other Assets 105,046               157,211               

Regulatory Assets

Costs recoverable from future billings 910,810               1,377,965            

Unrecovered development costs 8,721,353            9,357,155            

Total Regulatory Assets 9,632,163            10,735,120          

Total Assets 165,575,234        160,873,532        

Deferred Outflows of Resources

Deferred loss on refunding 359,934               597,871               

Pensions 398,130               288,463               

Total Deferred Outflows of Resources 758,064               886,334               

Total Assets and Deferred Outflows of Resources 166,333,298$      161,759,866$      
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2025 2024

LIABILITIES, DEFERRED INFLOWS OF RESOURCES, AND

NET POSITION

Current Liabilities

Current portion of bonds payable 55,515,000$        3,705,000$          

Accounts payable 134,042               293,229               

Accounts payable – power bills 2,163,982            1,808,300            

Accrued expenses 897,142               1,161,637            

Accrued interest 112,925               121,973               

Total Current Liabilities 58,823,091          7,090,139            

Long-Term Debt

Revenue bonds payable 32,495,000          88,010,000          

Unamortized bond premiums and (discounts), net 1,795,257            2,083,355            

Total Long-Term Debt 34,290,257          90,093,355          

Net Pension Liability 1,118,982            1,008,983            

Total Liabilities 94,232,330          98,192,477          

Deferred Inflows of Resources

Emergency stabilization fund 20,287,000          16,287,000          

Generation resource fund 9,000,012            7,000,008            

Pensions 41,693                 16,496                 

Total Deferred Inflows of Resources 29,328,705          23,303,504          

Net Position

Net investment in capital assets 8,923,132            3,903,297            

Restricted – expendable for debt services 4,574,229            4,388,109            

Unrestricted 29,274,902          31,972,479          

Total Net Position 42,772,263          40,263,885          

Total Liabilities, Deferred Inflows of Resources, and 

Net Position 166,333,298$      161,759,866$      

 
 



KPP Energy 
Statements of Revenues, Expenses, and Changes in Net Position 
Years Ended December 31, 2025 and 2024 
 

 

See Notes to Financial Statements 10 

2025 2024

Operating Revenues 52,271,548$        57,167,808$        

Operating Expenses

Purchased power 17,164,771          18,544,265          
Transmission expense 17,317,348          16,207,901          
Dogwood operating costs 2,502,479            2,725,602            
Amortization of unrecovered development costs 866,152               757,342               
Depreciation 2,437,979            2,361,663            

Total Operating Expenses 40,288,729          40,596,773          

Administrative and General Expenses

Salaries and benefits 1,882,348            1,698,825            
Legal expenses 223,915               226,755               
Consulting fees 124,168               93,258                 
Outside services 331,274               349,004               
Insurance 381,562               334,313               
Dues and memberships 253,455               233,088               
Miscellaneous 743,780               656,390               
Rent 39,899                 57,870                 
Taxes 19,162                 -                           
Payment in lieu of taxes 108,625               108,625               

Total Administrative and General Expenses 4,108,188            3,758,128            

Operating Income 7,874,631            12,812,907          

Nonoperating Revenues (Expenses)

Investment and interest income 2,496,333            1,455,668            
Interest expense on debt (1,694,718)           (1,797,054)           
Amortization of bond premiums and discounts, net 288,098               312,558               
Net costs recoverable (467,153)              (84,182)                
Miscellaneous 11,191                 -                           

Total Nonoperating Revenues (Expenses) 633,751               (113,010)              

Deferred Inflows of Resources – Emergency Stabilization (4,000,000)           (3,500,000)           

Deferred Inflows of Resources – Generation Resource Fund (2,000,004)           (7,000,008)           

Change in Net Position 2,508,378            2,199,889            

Net Position, Beginning of Year 40,263,885          38,063,996          

Net Position, End of Year 42,772,263$        40,263,885$        
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2025 2024
Operating Activities

Receipts from members 52,834,176$        56,006,224$        
Payments to suppliers (39,401,670)         (40,634,506)         
Payments to employees (1,880,828)           (1,627,726)           

Net Cash Provided by Operating Activities 11,551,678          13,743,992          

Noncapital Financing Activities

Principal payments on noncapital bonds (340,000)              (320,000)              
Interest payments on noncapital bonds (67,080)                (82,840)                

Net Cash Used in Noncapital Financing Activities (407,080)              (402,840)              

Capital and Related Financing Activities

Proceeds from capital debt -                           51,670,000          
Payments of issuance costs on capital debt -                           (734,469)              
Capital expenditures (7,203,160)           (19,867,299)         
Principal payments on revenue bonds (3,365,000)           (3,265,000)           
Interest payments on revenue bonds (4,063,929)           (1,352,827)           

Net Cash Provided by (Used in) Capital and Related 

Financing Activities (14,632,089)         26,450,405          

Investing Activities

Interest and investment income 2,133,885            1,455,669            
Proceeds from sales and maturities of investments 55,843,958          23,307,773          
Purchases of investments (50,183,346)         (56,225,291)         

Net Cash Provided by (Used in) Investing Activities 7,794,497            (31,461,849)         

Increase in Cash and Cash Equivalents 4,307,006            8,329,708            

Cash and Cash Equivalents, Beginning of Year 43,056,204          34,726,496          

Cash and Cash Equivalents, End of Year 47,363,210$        43,056,204$        
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2025 2024

Reconciliation of Operating Income to Net Cash Provided by 

Operating Activities
Operating income 7,874,631$          12,812,907$        
Depreciation and amortization 3,304,131            3,119,005            
Amortization of payment in lieu of taxes 108,625               108,625               
Net pension liability 109,999               59,755                 
Changes in 

Accounts receivable 562,628               (1,161,584)           
Accounts payable and accrued expenses (68,000)                388,243               
Deferred inflows of resources 25,197                 (14,288)                
Deferred outflows of resources (109,669)              11,569                 
Prepaid expenses and other current assets (25,514)                15,289                 
Unrecovered development costs (230,350)              (1,595,529)           

Net Cash Provided by Operating Activities 11,551,678$        13,743,992$        
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Note 1. Nature of Operations and Summary of Significant Accounting Policies 

Nature of Operations 

KPP Energy (KPP), formerly known as Kansas Power Pool, is a Municipal Energy Agency organized under K.S.A. 
12-885, through and including K.S.A. 12-8,111, of the State of Kansas to provide a means for municipal electric 
systems in Kansas to jointly plan, finance, acquire, and operate electrical power supply facilities necessary to 
meet the electrical energy requirements of their consumers. Although an instrumentality of the State of Kansas, 
KPP is not a discretely presented component unit of the State of Kansas, nor is it included in the financial 
statements of the State of Kansas. The board is made up of a representative of the member cities. 

KPP provides electric power services under its operating agreement and a power purchase contract for wholesale 
electric energy, both of which are adopted by each member city. The term of the operating agreement is governed 
by termination language in the power purchase contract, but the member shall remain responsible for its 
respective shares of any obligations made on its behalf prior to its notice of cancellation and shall be entitled to its 
respective shares of any entitlements obtained for which it has paid when due, subject to the terms under which 
the entitlements were obtained. 

KPP bills participants and other power purchasers monthly for power used and services provided. The terms 
generally require payment within 10 days of the billing date. KPP does not require participants or other power 
purchasers to collateralize the obligation related to power and services billed. 

KPP’s accounts are substantially maintained in accordance with the Uniform System of Accounts of the Federal 
Energy Regulatory Commission and in conformity with accounting principles generally accepted in the United 
States of America (GAAP).  

KPP is no longer under the regulatory purview of the Kansas Corporation Commission for rate-setting purposes, 
which is done by the board. 

Basis of Accounting and Presentation 

The accompanying financial statements of KPP have been prepared on the accrual basis of accounting. 
Revenues, expenses, gains, losses, assets, liabilities, and deferred inflows and outflows of resources from 
exchange and exchange-like transactions are recognized when the exchange transaction takes place, while those 
from voluntary nonexchange transactions are recognized when all applicable eligibility requirements are met. KPP 
considers electric revenues and costs that are directly related to purchase, transmission, and distribution of 
electricity to be operating revenues and expenses. Revenues and expenses related to financing and other 
activities are reflected as nonoperating revenues and expenses. KPP first applies restricted net position when an 
expense or outlay is incurred for purposes for which both restricted and unrestricted net position are available. 

KPP’s accounting policies also follow the regulated operations provisions of Governmental Accounting Standards 
Board (GASB) Statement No. 62, Codification of Accounting and Financial Reporting Guidance Contained in Pre-
November 30, 1989 FASB and AICPA Pronouncements, which permits an entity with cost-based rates to defer 
certain costs or income that would otherwise be recognized when incurred to the extent that the rate-regulated 
entity is recovering or expects to recover such amounts in rates charged to customers. This method includes the 
philosophy that debt service requirements, as opposed to depreciation or amortization, are a cost for rate-making 
purposes.  

Use of Estimates 

The preparation of financial statements in conformity with GAAP requires management to make estimates and 
assumptions that affect the reported amounts of assets, deferred outflows of resources, liabilities, and deferred 
inflows of resources and disclosure of contingent assets and liabilities at the date of the financial statements and 
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the reported amounts of revenues, expenses, and other changes in net position during the reporting period. 
Actual results could differ from those estimates. 

Cash Equivalents 

KPP considers all liquid investments with original maturities of three months or less to be cash equivalents, 
except for money market mutual funds (MMMF). At December 31, 2025 and 2024, cash equivalents consisted of 
a money market deposit account (MMDA) with a local financial institution.  

Investments and Investment Income 

Investments in equity and debt securities are carried at fair value. Fair value is determined using quoted market 
prices. Investments at December 31, 2025 and 2024 consisted of money market mutual funds with a broker and 
U.S. Treasuries. 

Investment income consists of interest and dividend income and the net change for the year in the fair value of 
investments carried at fair value.  

Accounts Receivable 

Accounts receivable are stated at the amount billed to members. Accounts receivable are ordinarily due 10 days 
from the billing date. At December 31, 2025 and 2024, there was no allowance for doubtful accounts. 

Materials and Supplies 

Materials and supplies are stated at the lower of cost, determined using the first-in, first-out method, or net 
realizable value. 

Prepaid Expenses and Other Assets 

Prepaid expenses and other assets consist primarily of a deposit with Southwest Power Pool (SPP) as collateral 
for purchases through SPP and payments in lieu of taxes (PILOT) in relation to Dogwood Energy Facility 
(Dogwood) and are being amortized over the life of the PILOT, which is 15 years. At December 31, 2025 and 
2024, the deposit with SPP was approximately $3,335,000. At December 31, 2025 and 2024, the amortized 
balance of the PILOT was approximately $105,000 and $214,000, respectively. Amortization of the PILOT in 2025 
and 2024 was approximately $109,000.  

Capital Assets 

Capital assets are recorded at cost at the date of acquisition. KPP generally capitalizes assets with costs of 
$2,500 or more and an expected useful life of greater than one year. Depreciation is computed using the straight-
line method over the estimated useful life of each asset. Estimated useful lives for capital asset additions range 
from 3 to 35 years. 

On December 22, 2011, KPP entered into an asset purchase agreement with Dogwood Energy, LLC to acquire a 
7% undivided ownership interest in Dogwood, a natural gas combined-cycle facility located in Pleasant Hill, Cass 
County, Missouri. The Dogwood combined-cycle unit is a modern and efficient clean generating source and is one 
of the lowest cost energy resources available to buy and operate. The capacity of the facility is 650 MW. The 
purchase was financed through the issuance of revenue bonds in April 2012. See Note 6 for additional reference. 

On July 29, 2015, KPP entered into an asset purchase agreement with Dogwood Energy, LLC to acquire an 
additional 3.3% undivided ownership interest in Dogwood. The purchase was financed through the issuance of 
revenue bonds in July 2015. See Note 6 for additional reference. 
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KPP capitalized interest of approximately $2,665,000 and $0 during 2025 and 2024, respectively, under the 
provisions of GASB 62. 

Subscription Assets 

Subscription assets are initially recorded at the initial measurement of the subscription liability, plus subscription 
payments made at or before the commencement of the subscription-based information technology arrangement 
(SBITA) term, less any SBITA vendor incentives received from the SBITA vendor at the commencement of the 
SBITA term, plus capitalizable initial implementation costs. Subscription assets are amortized on a straight-line 
basis over the shorter of the SBITA term or the useful life of the underlying IT asset. KPP’s net SBITAs were 
approximately $104,000 and $0 as of December 31, 2025 and 2024, respectively, and require payments of 
approximately $26,000 annually through 2029.  

Capital and Subscription Asset Impairment 

KPP evaluates capital and subscription assets for impairment whenever events or circumstances indicate a 
significant, unexpected decline in the service utility of a capital and subscription asset has occurred. If a capital or 
subscription asset is tested for impairment and the magnitude of the decline in service utility is significant and 
unexpected, the capital asset or subscription asset historical cost and related accumulated depreciation are 
decreased proportionately such that the net decrease equals the impairment loss. 

No asset impairment was recognized during the years ended December 31, 2025 and 2024. 

Costs Recoverable From Future Billings 

Certain income and expense items that would be recognized during the current period are deferred and not 
included in the determination of the change in net position until such costs are expected to be recovered through 
rates charged to customers, in accordance with the regulated operations provisions of GASB 62. At 
December 31, 2025 and 2024, costs recoverable from future billings are comprised of costs incurred in relation to 
KPP’s debt issuance. 

Unrecovered Development Costs 

Costs that are recoverable through future rates or directly from the member cities are deferred in accordance with 
GASB 62. The unrecovered development costs are amortized on a straight-line basis over the period in which 
they are recovered in rates or reduced when payment is received.  

Deferred Outflows of Resources 

Deferred outflows of resources represent a consumption of net assets that applies to a future period and so will 
not be recognized as an outflow of resources (expense) until then. KPP has a deferred outflow for bond refunding, 
which is the difference in the carrying value of a refunded debt and its reacquisition price. This amount is deferred 
or amortized to interest expense over the shorter of the life of the refunded or new debt. In addition, KPP has 
deferred outflows related to pensions. 

Compensated Absences 

KPP’s policies permit employees to accumulate vacation and sick leave benefits that may be realized as paid time 
off or, in limited circumstances, as a cash payment. Expense and the related liability for vacation benefits are 
recognized when earned, whether the employee is expected to realize the benefit as time off or in cash. Expense 
and the related liability for sick leave benefits are recognized when earned to the extent the employee is expected 
to realize the benefit in cash, determined using the termination payment method. Sick leave benefits expected to 
be realized as paid time off are recognized as expense when the time off occurs, and no liability is accrued for 
such benefits employees have earned but not yet realized. Compensated absence liabilities are computed using 
the regular pay and termination pay rates in effect at the balance sheet date, plus an additional amount for 
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compensation-related payments, such as Social Security and Medicare taxes, computed using rates in effect at 
that date. 

Deferred Inflows of Resources  

KPP reports an acquisition of net assets that is applicable to a future period as deferred inflows of resources in a 
separate section of its balance sheet. KPP designs its electric service rates to recover costs of providing power 
supply services to its member cities. In order to minimize possible future rate increases, each year, KPP 
determines an emergency stabilization amount to be charged or credited to revenues, which typically will consist 
of revenue in excess of 130% of KPP’s minimum debt service requirements on its revenue bonds for the most 
recent fiscal year. During 2025 and 2024, there was an increase in the emergency stabilization of $4,000,000 and 
$3,500,000, respectively. Emergency stabilization deferrals or withdrawals are approved by the board annually. 
The deferred inflows of resources related to the emergency stabilization as of December 31, 2025 and 2024 were 
$20,287,000 and $16,287,000, respectively. Effective January 1, 2024, the board approved an additional deferral 
for a resource generation fund. The deferred inflows of resources related to the generation resource fund were 
$9,000,012 and $7,000,008 as of December 31, 2025 and 2024, respectively. In addition, KPP has deferred 
inflows of resources related to pensions. 

Net Position 

Net position of KPP is classified in three components. Net investment in capital assets consists of capital assets, 
net of accumulated depreciation, and is reduced by the outstanding balances of borrowings used to finance the 
purchase or construction of those assets. Restricted expendable net position is noncapital assets that must be 
used for a particular purpose as specified by creditors, grantors, or donors external to KPP. Unrestricted net 
position is the remainder that does not meet the definition of net investment in capital assets or restricted 
expendable net position.  

Revenues 

Revenues are recognized in the month power is delivered. Costs of power are recognized in the month incurred. 

Defined Benefit Pension Plan  

KPP’s full-time employees are eligible to participate in the Kansas Public Employee Retirement System Plan 
(KPERS), a cost-sharing multi-employer defined benefit pension plan. For purposes of measuring the net pension 
liability, deferred outflows of resources and deferred inflows of resources related to pensions, and pension 
expense, information about the fiduciary net position of KPERS and additions to/deductions from KPERS’ 
fiduciary net position have been determined on the same basis as they are reported by KPERS. For this purpose, 
benefit payments (including refunds of employee contributions) are recognized when due and payable in 
accordance with the benefit terms. Investments are reported at fair value. 

In 2020, KPP entered into an agreement with KPERS to add in a 401(a) plan. During 2024, KPP changed the 
matching percentage from 2% to 4% of all full-time employees’ salaries. The amount expensed to the 401(a) plan 
in 2025 and 2024 was approximately $53,000 and $34,000, respectively. 

Income Taxes 

As a quasi-municipal organization, the income of KPP is generally exempt from federal and state income taxes 
under applicable sections of the Internal Revenue Code (IRC) and a similar provision of state law.  
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Note 2. Deposits, Investments, and Investment Income 

Deposits 

Custodial credit risk is the risk that in the event of a bank failure a government’s deposits (including CDs) may not 
be returned to it. KPP’s deposit policy for custodial credit risk requires compliance with the provisions of state law. 

State law requires collateralization of all deposits with federal depository insurance; bonds and other obligations 
of the U.S. Treasury, U.S. agencies, or instrumentalities of the State of Kansas; or bonds of any city, county, 
school district, or special road district of the State of Kansas. 

At December 31, 2025 and 2024, approximately $1,053,000 and $661,000, respectively, of KPP’s bank balances 
was exposed to custodial credit risk, as the deposits held with Dogwood are not collateralized with securities in 
KPP’s name.  

Investments 

KPP may legally invest in the following: 

• Direct obligations of and other obligations guaranteed as to principal by the U.S. Treasury and U.S. 
agencies and instrumentalities  

• Direct and general obligations of the State of Kansas provided that the obligations are rated in either of 
the two highest rating categories by a nationally recognized bond rating agency 

• CDs issued by any bank or trust company organized under the laws of the U.S. and insured by the 
Federal Deposit Insurance Corporation (FDIC) 

• Bank repurchase agreements 

KPP may also invest, to a limited extent, in corporate bonds and equity securities. 

At December 31, 2025 and 2024, KPP held $32,600,660 and $38,869,427, respectively, in a Federated 
Government Obligations Fund money market mutual fund. This money market mutual fund has a weighted-
average duration of 89 days. In addition, at December 31, 2025, KPP held $3,893,848 of U.S. Treasury notes, 
with a cost of $3,680,147 and a maturity of January 2026 and February 2026. The U.S. Treasury notes have a 
yield of 0.375% to 4.625%. In addition, at December 31, 2024, KPP held $2,912,052 of U.S. Treasury notes, with 
a cost of $2,804,530 and a maturity of January 2026. The U.S. Treasury notes have a yield of 0.375%. 

Interest Rate Risk – The money market mutual fund is classified as an investment with a maturity of less than 
one year. The U.S. Treasury notes are classified as investments with maturities of 1 to 5 years.  

Credit Risk – Credit risk is the risk that the issuer or other counterparty to an investment will not fulfill its 
obligations. At December 31, 2025 and 2024, KPP was invested in a money market mutual fund, which invests in 
short-term U.S. Treasury and government agency securities, including repurchase agreements collateralized in 
full by U.S. Treasury and government agency securities that are currently rated AAAm by S&P and Aaa-mf by 
Moody’s NRSRO.  

Custodial Credit Risk – For an investment, custodial credit risk is the risk that in the event of the failure of the 
counterparty KPP will not be able to recover the value of its investment or collateral securities that are in the 
possession of an outside party. All of the underlying securities for KPP’s investments at December 31, 2025 and 
2024 are exposed to custodial credit risk because they are held by the counterparty in other than KPP’s name.  
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Concentration of Credit Risk – At December 31, 2025, 89% of KPP’s investments were in the Federated 
Government Obligations Fund money market mutual fund and 11% of KPP’s investments were in U.S. Treasury 
notes. At December 31, 2024, 93% of KPP’s investments were in the Federated Government Obligations Fund 
money market mutual fund and 7% of KPP’s investments were in U.S. Treasury notes.  

Fair Value Hierarchy 

KPP categorizes its fair value measurements within the fair value hierarchy established by GAAP. The hierarchy 
is based on valuation inputs used to measure the fair value of the asset. Level 1 inputs are quoted prices in an 
active market for identical assets, Level 2 inputs are significant other observable inputs, and Level 3 inputs are 
significant unobservable inputs. 

KPP’s recurring fair value measurements as of December 31, 2025 and 2024 are its money market mutual funds 
and U.S. Treasury notes, which are valued using quoted market prices (Level 1 inputs). 

Summary of Carrying Values 

The carrying values of deposits and investments are included in the accompanying balance sheets as follows at 
December 31: 

2025 2024
Carrying value

Deposits 47,363,210$    43,056,204$    
Investments 36,494,508      41,781,479      

83,857,718$    84,837,683$    

Included in the following balance sheet captions

Cash 34,955,563$    34,508,934$    
Cash and cash equivalents, restricted 500,000           500,000           
Cash, board designated for emergency stabilization 11,907,647      8,047,270        
Investments, restricted – current 36,494,508      38,869,427      
Investments, restricted – noncurrent -                       2,912,052        

83,857,718$    84,837,683$    
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Note 3. Capital Assets 

Capital assets activity is as follows for the years ended December 31: 

Beginning Transfers/ Ending

Balance Additions Disposals Balance

2025

Vehicles 19,648$              -$                        126,872$            146,520$            

Construction work in progress 17,313,230         6,710,600           -                          24,023,830         

Furniture, fixtures, and equipment 618,695              129,874              (236,635)             511,934              

Office building and related improvements 2,487,422           222,850              -                          2,710,272           

Kingman Direct Connect 4,643,982           -                          -                          4,643,982           

Solomon Energy Storage Center 2,148,116           -                          -                          2,148,116           

Dogwood 48,464,062         2,805,018           -                          51,269,080         

75,695,155         9,868,342           (109,763)             85,453,734         

Less accumulated depreciation

Vehicles (2,685)                 (26,491)               (102,208)             (131,384)             

Furniture, fixtures, and equipment (613,849)             (54,761)               211,971              (456,639)             

Office building and related improvements (87,257)               (191,296)             -                          (278,553)             

Kingman Direct Connect (557,914)             (242,405)             -                          (800,319)             

Solomon Energy Storage Center (258,373)             (121,400)             -                          (379,773)             

Dogwood (17,814,085)        (1,801,626)          -                          (19,615,711)        

(19,334,163)        (2,437,979)          109,763              (21,662,379)        

Capital assets, net 56,360,992$       7,430,363$         -$                        63,791,355$       

2024

Vehicles 61,396$              -$                        (41,748)$             19,648$              

Construction work in progress 1,015,029           16,298,201         -                          17,313,230         

Furniture, fixtures, and equipment 609,505              47,751                (38,561)               618,695              

Office building and related improvements -                          2,487,422           -                          2,487,422           

Kingman Direct Connect 4,643,982           -                          -                          4,643,982           

Soloman Energy Storage Center 2,119,291           28,825                -                          2,148,116           

Dogwood 47,791,223         674,605              (1,766)                 48,464,062         

56,240,426         19,536,804         (82,075)               75,695,155         

Less accumulated depreciation

Vehicles (26,590)               (17,843)               41,748                (2,685)                 

Furniture, fixtures, and equipment (587,146)             (56,054)               29,351                (613,849)             

Office building and related improvements -                          (87,257)               -                          (87,257)               

Kingman Direct Connect (316,403)             (241,511)             -                          (557,914)             

Soloman Energy Storage Center (148,282)             (110,091)             -                          (258,373)             

Dogwood (15,965,178)        (1,848,907)          -                          (17,814,085)        

(17,043,599)        (2,361,663)          71,099                (19,334,163)        

Capital assets, net 39,196,827$       17,175,141$       (10,976)$             56,360,992$       
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Note 4. Unrecovered Development Costs 

Unrecovered development costs represent costs incurred on behalf of member cities to be recovered in future 
periods. Unrecovered development costs consisted of the following at December 31: 

2025 2024

City of Clay Center 1,405,005$      1,684,884$      
Mt. Hope Project 594,681           632,914           
Waterville 647,883           693,516           
City of Luray 183,601           158,351           
AMI projects 3,129,302        3,253,173        
City of Marion 2,760,881        2,934,317        

8,721,353$      9,357,155$      

 

Amortization of unrecovered development costs of $866,152 and $757,342 was expensed during the years ended 
December 31, 2025 and 2024, respectively.  

Note 5. Line of Credit 

KPP has an $18,000,000 revolving line of credit expiring in July 2027 to finance accounts receivable of 
municipality utility billings. There were no funds drawn on the line of credit at December 31, 2025 and 2024. The 
line is secured by all deposit accounts of KPP. Interest is paid at the Secured Overnight Financing Rate plus 
1.36448% for 2025 and 2024. Interest is payable quarterly.  

Note 6. Revenue Bonds 

Electric Utility Revenue Bond Indentures and Covenants 

During 2021, KPP issued bonds for the purpose of financing certain capital projects and for the purpose of 
advance refunding a portion of the 2012A, 2012B, 2012C, and 2013A revenue bonds. During 2020, KPP issued 
bonds for the purpose of advance refunding a portion of the 2012A and 2013A revenue bonds. During 2017, KPP 
issued bonds for the purpose of advance refunding a portion of the 2012A revenue bonds. During 2015, KPP 
issued bonds for the purpose of acquiring an additional 3.3% undivided ownership interest in Dogwood. During 
2013, KPP issued bonds for the purpose of financing the acquisition, construction, installation, and improvements 
to its members’ electric generation facilities. During 2012, KPP issued bonds for the purpose of acquiring interest 
in Dogwood and financing the acquisition, construction, installation, and improvements to its members’ electric 
generation facilities. During 2024, KPP issued bonds for the purpose of financing solar generating facilities. 

The bond indentures and their supplements require the use of revenue, cost of issuance, operations and 
maintenance, principal and interest, reserve, junior lien indebtedness, rebate, and surplus accounts, which have 
been combined for financial reporting purposes. These accounts are held in trust by a bank and managed 
pursuant to the terms of the indenture agreement. The indentures provide that gross revenues from operations 
will be deposited into the revenue account and transfers will be made to the other accounts for current 
requirements on a monthly basis. For the years ended December 31, 2025 and 2024, required accounts were 
maintained in accordance with the bond indentures. 
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The bond indentures provide that KPP will fix, establish, maintain, and collect such rates, fees, and charges for 
the use of, and services furnished by or through, KPP facilities that will provide in each year net revenues of at 
least 110% of the maximum required for debt service to be paid by KPP in such year on all revenue bonds at the 
time outstanding. For the years ended December 31, 2025 and 2024, the schedule of rates in effect provided 
revenues in excess of the minimum requirements. 

Bond premiums and discounts are capitalized and amortized over the terms of the respective bonds using the 
effective interest method. During 2025 and 2024, amortization of approximately $288,000 and $313,000, 
respectively, for premiums and discounts, net was recorded. 

During 2021, KPP issued $2,720,000 of Series 2021B bonds through a public offering with an average interest 
rate of 4.98% to advance refund $975,000 of outstanding Series 2012B bonds and $2,465,000 of Series 2013A 
bonds with an average interest rate of 3.32%. The net proceeds of $3,801,102 (after payment of $66,488 in 
underwriting fees and other issuance costs) were placed in an escrow with a trustee agent to provide future debt 
service payments on the Series 2012B and Series 2013A bonds. As a result, a portion of the Series 2012B and 
Series 2013A bonds is considered defeased, and the liability for those bonds has been removed from the financial 
statements of KPP. No bonds remain outstanding from this advance refunding as of December 31, 2021.  

The advance refunding of the 2012B and 2013A bonds resulted in the recognition of an accounting loss of 
approximately $116,000 for the year ended December 31, 2021. This loss refunding is shown as a deferred 
outflow of resources on the accompanying balance sheets and is being amortized using the straight-line method 
over the respective remaining lives of the old debt issuance. Amortization expense for the years ended 
December 31, 2025 and 2024 was approximately $19,000. KPP reduced its aggregate debt service payments 
over the next eight years by approximately $177,000 and obtained an economic gain (difference between the 
present value of the debt service payments on the old and new debt of approximately $175,000). 

During 2021, KPP issued $5,655,000 of Series 2021C bonds through a public offering with an average interest 
rate of 1.03% to advance refund $4,615,000 of outstanding Series 2012A bonds and $645,000 of outstanding 
Series 2012C bonds with an average interest rate of 4.92%. The net proceeds of $5,736,071 (after payment of 
$122,817 in underwriting fees and other issuance costs) were placed in an escrow with a trustee agent to provide 
future debt service payments on the Series 2012A and Series 2012C bonds. As a result, a portion of the Series 
2012A and Series 2012C bonds is considered defeased, and the liability for those bonds has been removed from 
the financial statements of KPP. Accordingly, a portion of the Series 2012A bonds, aggregating $4,615,000 at 
December 31, 2024, remains outstanding but is excluded from KPP’s balance sheets.  

The advance refunding of the 2012A and 2012C bonds resulted in the recognition of an accounting loss of 
approximately $343,000 for the year ended December 31, 2021. This loss refunding is shown as a deferred 
outflow of resources on the accompanying balance sheets and is being amortized using the straight-line method 
over the respective remaining lives of the old debt issuance. Amortization expense for the years ended 
December 31, 2025 and 2024 was approximately $37,000. KPP reduced its aggregate debt service payments 
over the next eight years by approximately $281,000 and obtained an economic gain (difference between the 
present value of the debt service payments on the old and new debt of approximately $278,000). 

During 2020, KPP issued $1,965,000 of Series 2020A bonds and $3,910,000 of Series 2020B bonds through a 
private placement, with an average interest rate of 2.66%, to advance refund $5,345,000 of outstanding Series 
2012A bonds with an average interest rate of 5.00%. The net proceeds of $5,782,257 (after payment of $92,743 
in underwriting fees and other issuance costs) were placed in an escrow with a trustee agent to provide future 
debt service payments on the Series 2012A bonds. As a result, a portion of the Series 2012A bonds are 
considered defeased, and the liability for those bonds has been removed from the financial statements of KPP. 
Accordingly, a portion of the Series 2012A bonds, aggregating $3,475,000 at December 31, 2024, remains 
outstanding but is excluded from KPP’s balance sheets. 
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The advance refunding of the 2012A bonds resulted in the recognition of an accounting loss of approximately 
$366,000 for the year ended December 31, 2020. This loss refunding is shown as a deferred outflow of resources 
on the accompanying balance sheets and is being amortized using the straight-line method over the respective 
remaining lives of the old debt issuance. Amortization expense for the years ended December 31, 2025 and 2024 
was approximately $47,000. KPP reduced its aggregate debt service payments over the next eight years by 
approximately $354,000 and obtained an economic gain (difference between the present value of the debt service 
payments on the old and new debt of approximately $319,000). 

KPP’s outstanding notes from private and public placements contain a provision that in the event of default, 
outstanding amounts become immediately due if KPP is unable to make payment. 

The debt service requirements are as follows as of December 31, 2025: 

Bonded Debt Service to Maturity 

Public Public Notes From Notes From

Placement Placement Direct Direct

Fiscal Year Ending Bonds Bonds Placements Placements Total to

December 31, Principal Interest Principal Interest Be Paid

2026 1,940,000$       885,296$          53,575,000$     3,368,735$       59,769,031$     

2027 1,925,000         789,352            1,955,000         419,706            5,089,058         

2028 1,915,000         694,080            2,420,000         368,030            5,397,110         

2029 2,000,000         599,420            2,510,000         304,266            5,413,686         

2030 2,080,000         511,048            2,375,000         225,420            5,191,468         

2031–2035 6,430,000         1,422,600         4,605,000         149,662            12,607,262       

2036–2040 3,535,000         564,600            -                       -                       4,099,600         

2041 745,000            29,800              -                       -                       774,800            

20,570,000$     5,496,196$       67,440,000$     4,835,819$       98,342,015$     

 

Revenue Bonds Outstanding 

Original Principal Principal

Electric Utility  Amount Final Balance Balance

Revenue Bonds Issued Interest Rate Issue Date Maturity 2025 2024

Public Placement Bonds

 Series 2015A 14,860,000$     3.00%–5.00% 7/20/2015 2031 7,435,000$       8,315,000$       

 Series 2021A 14,750,000$     4.00%–5.00% 6/24/2021 2041 12,525,000       13,135,000       

 Series 2021B 2,720,000$       3.00%–5.00% 9/1/2021 2027 450,000            780,000            

 Series 2021C 5,655,000$       0.46%–2.16% 9/1/2021 2030 160,000            1,845,000         

Notes From Direct

Placements

Series 2017A 9,800,000$       3.00% 9/7/2017 2031 9,235,000         9,355,000         

Series 2020A 1,965,000$       2.60%–2.92% 2/27/2020 2028 1,900,000         1,910,000         

Series 2020B 3,910,000$       2.60%–2.92% 2/27/2020 2027 3,565,000         3,625,000         

Series 2020C 1,115,000$       2.60%–2.92% 2/27/2020 2030 1,070,000         1,080,000         

Series 2024A 51,670,000$     5.61% 12/30/2024 2026 51,670,000       51,670,000       

88,010,000$     91,715,000$     
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Changes in Revenue Bonds Outstanding 

Balance, Balance,

Electric Utility December 31, December 31, Due Within Due After

Revenue Bonds 2024 Issued Retired 2025 One Year One Year

Public Placement Bonds

Series 2015A 8,315,000$       -$                     (880,000)$        7,435,000$       915,000$          6,520,000$       

Series 2021A 13,135,000       -                       (610,000)          12,525,000       645,000            11,880,000       

Series 2021B 780,000            -                       (330,000)          450,000            350,000            100,000            

Series 2021C 1,845,000         -                       (1,685,000)       160,000            30,000              130,000            

Notes From Direct

Placements

Series 2017A 9,355,000         -                       (120,000)          9,235,000         125,000            9,110,000         

Series 2020A 1,910,000         -                       (10,000)            1,900,000         10,000              1,890,000         

Series 2020B 3,625,000         -                       (60,000)            3,565,000         1,760,000         1,805,000         

Series 2020C 1,080,000         -                       (10,000)            1,070,000         10,000              1,060,000         

Series 2024A 51,670,000       -                       -                       51,670,000       51,670,000       -                       

91,715,000       -                       (3,705,000)       88,010,000       55,515,000$     32,495,000$     

Premiums and (discounts) 2,083,355         -                       (288,098)          1,795,257         

93,798,355$     -$                     (3,993,098)$     89,805,257$     

Balance, Balance,

Electric Utility December 31, December 31, Due Within Due After

Revenue Bonds 2023 Issued Retired 2024 One Year One Year

Public Placement Bonds

Series 2015A 9,160,000$       -$                     (845,000)$        8,315,000$       880,000$          7,435,000$       

Series 2021A 13,705,000       -                       (570,000)          13,135,000       610,000            12,525,000       

Series 2021B 1,090,000         -                       (310,000)          780,000            330,000            450,000            

Series 2021C 3,505,000         -                       (1,660,000)       1,845,000         1,685,000         160,000            

Notes From Direct

Placements

Series 2017A 9,475,000         -                       (120,000)          9,355,000         120,000            9,235,000         

Series 2020A 1,920,000         -                       (10,000)            1,910,000         10,000              1,900,000         

Series 2020B 3,685,000         -                       (60,000)            3,625,000         60,000              3,565,000         

Series 2020C 1,090,000         -                       (10,000)            1,080,000         10,000              1,070,000         

Series 2024A -                       51,670,000       -                       51,670,000       -                       51,670,000       

43,630,000       51,670,000       (3,585,000)       91,715,000       3,705,000$       88,010,000$     

Premiums and (discounts) 2,395,914         -                       (312,559)          2,083,355         

46,025,914$     51,670,000$     (3,897,559)$     93,798,355$     
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Debt Service Coverage 

The bond indenture requires KPP to maintain minimum cash flow to service debt at a ratio of 1.1-to-1.0, as 
defined in the bond indenture. Below is a summary of KPP’s cash flow available to service debt for the years 
ended December 31: 

2025 2024

Change in net position 2,508,378$      2,199,889$      
Depreciation 2,437,979        2,361,663        
Interest expense on debt 1,694,718        1,797,054        
Amortization of bond premiums and discounts, unrecovered 

development costs, and issuance costs 1,045,207        528,966           
Amortization of PILOT 108,625           108,625           
Pension expense 25,529             57,038             
Generation resource fund 2,000,004        7,000,008        

Emergency stabilization 4,000,000        3,500,000        

13,820,440$    17,553,243$    

Current year debt service requirement 5,168,914$      5,148,132$      

Debt service coverage ratio 2.67% 3.41%  

Note 7. Defined Benefit Plan 

Plan Description 

KPP contributes to KPERS, a cost-sharing multi-employer defined benefit pension plan administered by the 
Kansas Public Employees Retirement System. KPERS provides retirement, disability, and death benefits to plan 
members and beneficiaries. Membership is mandatory for all employees in covered positions, which is defined as 
one that is covered by Social Security, not seasonal or temporary, and requires at least 1,000 hours of work per 
year. Eligible employees become members effective with their employment date. KPP participates in the local 
group, one of four groups for which separate actuarial valuations are performed and collective pension amounts 
are determined, with separate employer allocation percentages determined for each group. 

KPP’s covered payroll approximated $1,328,000 and $1,158,000 for the years ended December 31, 2025 and 
2024, respectively. 

Actuarial valuations are performed annually. The latest actuarial valuation, December 31, 2024, was rolled 
forward to the June 30, 2025 measurement date for the December 31, 2025 financial statements. Actuarial 
valuations were also performed at December 31, 2023, which were rolled forward to the measurement date of 
June 30, 2024 for the December 31, 2024 financial statements. 

Benefits Provided  

KPERS provides retirement, disability, and death benefits to plan members or their beneficiaries. Monthly 
retirement benefits are based on a statutory formula that includes final average salary and years of service. When 
ending employment, members may withdraw their contributions from their individual accounts, including interest. 
Members who withdraw their accumulated contributions lose all rights and privileges of membership. Members 
choose one of seven payment options for their monthly retirement benefits. At retirement, a member may receive 
a lump-sum payment of up to 50% of the actuarial present value of the member’s lifetime benefit. His or her 
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monthly retirement benefits are then permanently reduced based on the amount of the lump sum. Benefit 
increases, including ad hoc postretirement benefit increases, must be passed into law by the Kansas legislature. 
Benefit increases are under the authority of the Kansas legislature and the governor of the state of Kansas. 
Retirement benefits are disbursed from the retirement benefit payment reserve fund as established by K.S.A. 74-
4922. 

Contributions 

Plan member contribution rates are established by Kansas state law and are paid by the employee according to 
the provisions of Section 414(h) of the IRC. Kansas state law provides that the employer contribution rates be 
determined based on the results of an annual actuarial valuation. The contributions and assets are deposited in 
KPERS established by K.S.A. 74-4921 and are funded on an actuarial reserve basis. 

For the fiscal year beginning 1995, Kansas legislation established statutory limits on increases in contribution 
rates for KPERS employers. Annual increases in the employer contribution rates related to subsequent benefit 
enhancements are not subject to these limitations. The statutory cap increase over the prior year contribution rate 
is 1.2% of total payroll for KPERS’ fiscal year ended June 30, 2024.  

The actuarially determined employer contribution and statutory contribution rates were 9.71% and 9.26% for 
KPERS’ fiscal years ended June 30, 2025 and 2024, respectively. 

Employee contribution rates as a percentage of eligible compensation were 6.0% for KPERS’ fiscal years ended 
June 30, 2025 and 2024. 

KPERS issues a publicly available annual financial report that includes financial statements and required 
supplementary information for KPERS. That annual report may be obtained by writing: Kansas Public Employees 
Retirement System, 611 S. Kansas Ave., Suite 100, Topeka, Kansas 66603, or by calling 1.888.275.5737. 

KPP’s contributions to KPERS for the years ended December 31, 2025 and 2024 were $167,982 and $111,071, 
respectively. 

Pension Liabilities, Pension Expense, Deferred Outflows of Resources, and Deferred Inflows of 
Resources Related to Pensions 

At December 31, 2025 and 2024, KPP reported liabilities of $1,118,982 and $1,008,983, respectively, for its 
proportionate share of the net pension liability. The net pension liability at December 31, 2025 and 2024 was 
measured at June 30, 2025 and 2024, respectively, and the total pension liability used to calculate the net 
pension liability was determined by actuarial valuations at December 31, 2024 and 2023 rolled forward to 
June 30, 2025 and 2024, respectively. KPP’s proportion of the net pension liability was based on the ratio of 
KPP’s contributions to KPERS to total employer and nonemployer contributions of the local group for the fiscal 
years ended June 30, 2025 and 2024. At June 30, 2025 and 2024, KPP’s proportion was 0.056392% and 
0.048036%, respectively. 
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For the years ended December 31, 2025 and 2024, KPP recognized pension expense of approximately $168,000 
and $111,000, respectively. KPP reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources at December 31: 

Deferred Deferred 

Outflows of Inflows of

Resources Resources

2025
Differences between expected and actual experience 145,642$         -$                     
Net difference between projected and actual earnings on pension 

plan investments -                       38,816             
Changes in actuarial assumptions 27,939             -                       
Changes in proportion 141,239           2,877               
KPP’s contributions made subsequent to the measurement date 

of the net pension liability 83,310             -                       

Total 398,130$         41,693$           

2024

Differences between expected and actual experience 124,124$         -$                     
Net difference between projected and actual earnings on pension 

plan investments 6,251               -                       
Changes in actuarial assumptions 61,678             -                       
Changes in proportion 38,730             16,496             
KPP’s contributions made subsequent to the measurement date

of the net pension liability 57,680             -                       

Total 288,463$         16,496$           

 

At December 31, 2025, KPP reported $83,310 as deferred outflows of resources related to pensions resulting 
from contributions subsequent to the measurement date and prior to year-end that was recognized as a reduction 
of the net pension liability at December 31, 2025. Other amounts reported as deferred outflows of resources and 
deferred inflows of resources related to pensions will be recognized in pension expense as follows at 
December 31, 2025: 

2026 158,179$         
2027 58,847             
2028 36,683             
2029 19,418             

273,127$         

 

Actuarial Assumptions 

Contributions for the years ended December 31, 2025, 2024, and 2023 equaled the required contribution for each 
of the three years.  
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Actuarial methods and assumptions used to determine the total pension liability in the actuarial valuation were as 
follows December 31, 2024: 

 Valuation date December 31, 2024 
 Actuarial assumptions 
  Discount rate 7.00% 
  Investment rate of return, net 7.00% 
  Projected salary increases 3.50% to 15.50% 
  Wage inflation 2.75%  
  Other   PUB-2010 Mortality Tables with age setbacks and  

age set-forwards based on different membership  
groups, with adjustments for mortality improvements 
based on Scale MP-2021 

The actuarial assumptions used in the December 31, 2024 actuarial valuation were based on the results of an 
actuarial experience study conducted for the three-year period ended December 31, 2022. 

Actuarial methods and assumptions used to determine the total pension liability in the actuarial valuation were as 
follows December 31, 2022: 

 Valuation date December 31, 2023 
 Actuarial assumptions 
  Discount rate 7.00% 
  Investment rate of return, net 7.00% 
  Projected salary increases 3.50% to 15.50% 
  Wage inflation 2.75%  
  Other   PUB-2010 Mortality Tables with age setbacks and  

age set-forwards based on different membership  
groups, with adjustments for mortality improvements  
based on Scale MP-2021 

The actuarial assumptions used in the December 31, 2023 actuarial valuation were based on the results of an 
actuarial experience study conducted for the three-year period ended December 31, 2022. 

Long-Term Expected Rate of Return 

The long-term expected rate of return on pension plan investments was determined using a building-block method 
in which best-estimate ranges of expected future real rates of return (expected returns, net of pension plan 
investment expense and inflation) are developed for each major asset class. These ranges are combined to 
produce the long-term expected rate of return by weighting the expected future real rates of return by the target 
asset allocation percentage and by adding expected inflation.  
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Best estimates of arithmetic real rates of return for each major asset class included in KPERS’ target asset 
allocation measurement dates are as follows as of the June 30: 

Long-Term Long-Term 

Target Expected Real

Asset Class Allocation Rate of Return

June 30, 2025

Global Equity 43.00% 8.20%
Alternatives 11.00% 12.00%
Real Estate 15.00% 5.70%
Yield Driven 12.00% 5.30%
Infrastructure 3.00% 6.80%
Core Fixed Income 13.00% 2.20%
Short-Term Investments 3.00% 0.30%

Total 100.00%

June 30, 2024
Non-U.S. Equities 43.00% 8.20%
Core Fixed Income 13.00% 2.20%
Yield Driven 12.00% 5.30%
Infrastructure 3.00% 6.80%
Real Estate 15.00% 5.70%
Alternatives 11.00% 12.00%
Short-Term Investments 3.00% 0.30%

Total 100.00%

 

Discount Rate 

The discount rate of 7.00% was used to measure the total pension liability at June 30, 2025 and 2024, 
respectively. The projections of cash flows used to determine this discount rate assumed that plan member 
contributions will be made at the contractually required rate. KPP does not necessarily contribute the full 
actuarially determined rate. Based on legislation in 1993, the employer contribution rates certified by the KPERS 
board of trustees may not increase by more than the statutory cap. The expected KPERS employer statutory 
contribution was modeled for future years, assuming all actuarial assumptions are met in future years. Based on 
these assumptions, KPERS’ fiduciary net position was projected to be available to make all projected future 
benefit payments of current plan members. Therefore, the long-term expected rate of return on pension plan 
investments was applied to all periods of projected benefit payments to determine the total pension liability. 
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Sensitivity of KPP’s Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate 

KPP’s proportionate share of the net pension liability has been calculated using a discount rate of 7.00%. The 
following presents KPP’s proportionate share of the net pension liability using a discount rate 1% higher and 1% 
lower than the current rate at June 30, 2025: 

1% Decrease Discount Rate 1% Increase

KPP’s net pension liability 1,667,871$      1,130,235$      678,692$          

Funding Status and Funding Progress 

The required supplementary information presents certain 10-year trend information for as many years for which 
the information measured in conformity with GASB Statement No. 68, Accounting and Financial Reporting for 
Pensions—An Amendment of GASB Statement No. 27, is available. A copy of the actuarial report referred to in 
this note may be obtained by writing: Kansas Public Employees Retirement System, 611 S. Kansas Ave., Suite 
100, Topeka, Kansas 66603, or by calling 1.888.275.5737.  

Note 8. Commitments and Contingencies 

Power Supply  

To meet the power and energy requirements of the members in 2025, KPP obtained power and energy from the 
long-term firm energy contracts, unit-contingent energy contracts, and interruptible contracts; Member Capacity; 
integrated market purchases; and power delivered pursuant to KPP’s ownership interest in the Dogwood Energy 
Facility. Those resources, in addition to pooled resources, include an agreement to purchase 12.5 MW from 
Greensburg Wind Farm, a power purchase contract for 25 MW of wind generation from the Marshall County Wind 
Farm, as well as 67 MW of generation from its ownership in the Dogwood Energy Facility and contracts with 
Tenaska Power Services to supply short-term market energy. 

Litigation 

In the normal course of business, KPP, from time to time, is subject to allegations that may or do result in 
litigation. KPP evaluates such allegations by conducting investigations to determine the validity of each potential 
claim. Based upon the advice of legal counsel, management records an estimate of the amount of ultimate 
expected loss, if any, for each. Events could occur that would cause the estimate of ultimate loss to differ 
materially in the near term. 

Government Assistance 

During 2024, KPP’s application was approved for a loan from the U.S. Department of Agriculture (USDA) for the 
Powering Affordable Clean Energy (PACE) program approximating $35,000,000. As of December 31, 2025, no 
loan advances have been received from the PACE loan. 

Note 9. Subsequent Events 

Subsequent events have been evaluated through April 8, 2026, which is the date the financial statements were 
available to be issued. 



 

 

Required Supplementary Information 
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Schedule of Proportionate Share Information 

2025* 2024* 2023* 2022* 2021* 2020* 2019* 2018* 2017* 2016*

KPP’s proportion of the net pension liability* 0.056392% 0.048036% 0.045804% 0.045885% 0.044040% 0.048923% 0.048208% 0.050234% 0.043142% 0.039490%

KPP’s proportionate share of the net pension 

liability* 1,130,235$   1,020,395$   960,924$      912,214$      896,829$      843,665$      679,418$      711,822$      636,215$      621,998$      

KPP’s covered payroll 1,231,586$   1,229,944$   1,022,048$   908,457$      847,396$      938,476$      897,640$      893,272$      897,654$      638,000$      

KPP’s proportionate share of the net pension

liability as a percentage of its covered payroll 91.77% 82.96% 94.02% 100.41% 105.83% 89.90% 75.69% 79.69% 70.88% 97.49%

Plan fiduciary net position as a percentage of the

total pension liability 67.77% 71.71% 70.55% 70.66% 66.30% 66.30% 75.02% 74.22% 72.15% 68.55%

*The amounts presented for each fiscal year were determined as of June 30, KPP’s measurement date.

 

Schedule of Employer Contributions 

2025** 2024** 2023** 2022** 2021** 2020** 2019** 2018** 2017** 2016**

Contractually required contributions 167,982$      111,071$      97,753$        85,696$        85,063$        81,510$        97,704$        74,104$        72,005$        63,049$        

Contributions in relation to the contractually 

required contribution 167,982        111,071        97,753          85,696          85,063          81,510          97,704          74,104          72,005          63,049          

Contribution deficiency (excess) -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 

KPP’s covered payroll** 1,328,453$   1,157,504$   977,729$      953,429$      866,152$      871,132$      959,645$      879,844$      848,000$      679,000$      

Contributions as a percentage of covered payroll 12.64% 9.60% 10.00% 8.99% 9.82% 9.36% 10.18% 8.42% 8.49% 9.29%

**The amounts presented for each fiscal year are as of the fiscal year-end (December 31).
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Report on Internal Control Over Financial Reporting and on Compliance and 
Other Matters Based on an Audit of Financial Statements Performed in 

Accordance With Government Auditing Standards 

Independent Auditor’s Report 

Board of Directors 
KPP Energy 
Wichita, Kansas 

We have audited, in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States (Government Auditing Standards), the financial 
statements of KPP Energy (KPP), which comprise the balance sheet as of December 31, 2025 and the 
related statements of revenues, expenses, and changes in net position and cash flows for the year then 
ended and the related notes to the financial statements, and have issued our report thereon dated April 8, 
2026. 

Report on Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered KPP’s internal control 
over financial reporting (internal control) as a basis for designing audit procedures that are appropriate in 
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of KPP’s internal control. Accordingly, we do not 
express an opinion on the effectiveness of KPP’s internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a 
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material 
misstatement of the entity’s financial statements will not be prevented, or detected and corrected, on a 
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control 
that is less severe than a material weakness, yet important enough to merit attention by those charged 
with governance. 

Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material 
weaknesses or significant deficiencies may exist that were not identified. 
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Report on Compliance and Other Matters 

As part of obtaining reasonable assurance about whether KPP’s financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
financial statements. However, providing an opinion on compliance with those provisions was not an 
objective of our audit and, accordingly, we do not express such an opinion. The results of our tests 
disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards. 

Purpose of This Report 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 

 

Oklahoma City, Oklahoma 
April 8, 2026 


