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1992 ANNUVAL MECT!
OF SHAREHOLDERS

Date: Tuesday, May S, 1992
Time: 10:00 a.m.
Location: Byatt Regency Crown Center
{Atlanta Ballroom)
2345 McGee Soreet, Kansas City, Missouri

Shareholders of necord on March 3, 1992, are eligible
1o vote at the meetic g and will be mailed a no’ice of
mweeting, proxy stiements and form of proxy.

CORPCIRATE OFFICES
{until July 1)

1330 Baltanore

Kansas City, Missouri 64103

{after July 1)
1201 Walnut
Kansas City, Missour: 64106-2124

MAILING ADGRESS
PO. Box 418679
Kansas Ciry, Missouri 641419679



YEAR AT A GLANCE

On August 6, the Board of Directors increased the quarterly common stock dividend 1o
70 cents per share. That action boessied the indicated annual per-share level of dividends
4.5%, from $2.68 10 §7 80,

Earnings per average common share for 1991 were §3.16.

On December 31, KCPL common stock closed out the year at 47 3/8, an ali-time high
close when adjusted for stock splits in 1963 and 1983, Over the last five vears, KCPL
stock posted a total return of 140.2%, an annual average of about 19.2%. For 1991, ol
return was 42.2%.

Prompted by a combination of high temperatures and load growth, on July 22, cus-

tom ;5 et a new record peak dem»: ' of 2,751 inegawatts, topping the 2,720 mw peak set
three day before. Previously, the peak was 2,711 set in August 1990, July 22 also ma: xed
& KCPL system energy use record for a one-day period, 52,446 megawatt-hours.

In March, Standard 2 Poor’s Corp. increased its rating on KCPLs senior debt to “A”
from “A~" and senior unsecured debt and preferred stock o “A-" from "BBR+ " Al
the major rating agencies now have our fivst mortgage debt at “A.’ and all our long-term
securities aze now in the “A” caiegory, These standings enhance our ability to finance at
more favoaable terms.

In February, the Company formed & new Environmentai and Research Services division,
\ieaded by vice president Jim Hogan. The sew division will heip sharpen our focus on
environmental and research and development activities in order (o improve performance
as well as 1o betier respond proactively to environmental expectations sad coneerns of
our customers,

On February 4, 1992, the Baid of Directors authorized a 2-for-l common stock split,
stibject to shareholder approval ot the annual meeting of sharchoiders, May §, 1992,






BIONTLIOHTS OF THE YEAR

Year Ended December 3]
Perceni
%91 1990 Increase
{Decrease)

Todal opera.ing revernues (K)s)* § K510 $ S8i5.0 1.2
Net income ((00%) $ 103,893 $ 102,732 1.1
Eurnings available for common (00U's) $ 8N $ %M 1.6
Averare numb: of shares 3,954,363 30,949,723
Pe. comrion shire**

Earnings $ ie § 3.1 1.6

Dividends $ 2.74 N a.62 4.6

Book valuc ~ .79 . 27.50 1.1

Yearend stoc’; price s 41.278 $ 15,250 14.4
Keturn on year-end comemon egatly (%) 1.4 11.3 b
Dhividend payvout (%) X7 84 1.6
Conrstruction expenditures (000's) $ 1240 $ 92,558 323
Electric piant (000's) $ 3,060,333 $ 2,085,145 2.5
Seiected Statistics (00)

Rerail kilowati-hour sales 11,052,269 10,491,556 53

Peak joad — summer (kw) 2,751 by F B 1.5

ek load — winter (kw) 1,674 1,680 14)
Number of retail customers (eaverage) 413 426 409 958 g
Number of stockholders 30,698 33,294 (7.8)
Capitalizanion (% 101ai)***

Common equity 49.9 50.2

Preferred srock 24 5.6

Long-term deb: 47.7 442

*Reclassification has been made 10 prior year amount to conform with currer! year presentation
*25ee Note 6 to the Financial Statements
*s*Exclusive of long-term debt and preferred stock included in current Habilities

Fuel Mix %

Coel 78 2%
- Nucloar 21%

o~ Natra Ga




$776.5 mithon, on retail
sales of 11.1 billion
kilowait-hours, up 5.3 par-
cent from last vear, Sales to
industnial customers were
up 3.7 percent. Customer
growth lagged historical
averages, but st resalted in
the addiion of 3,527 new
retail customers, 10 a year-
end level of 416,100, Com-
mercial and industnial sales
achieved fina commitments
for over 3.2 million square
feet of electnically heated
buildings, 57 percent of

the sguare footage of new
commercial space in the
metropolitan area. On the
residential side, Kansas
developers commizied 30
percent of their new-
housing subdivisi ns to
elestric heat, compared
with 22 percent in Missour’,

inwerest costs were
down sharply for the year,
@s our average inferewt rate
nn long-term dedt was 7.53
percent, down from £.00
pereent in 1990 apd 8.32
percent in 1989. In March,
Stand-rd & Poor’s Corpo-
ration raised the Com-
pany’s iating on senior debt
to "A” from “A - and our
senior unsecured debt and
preferred stock w “A~"
from “BEB + " In Decem-
ber Dufl and Phelps raised
our senior debt rating from
A" to "A 4"

Onar system fuel costs
comtinued to be among the
lowes! in the region, at 92
cents per million BTU,
However, due 10 Woll
Creek Generating Station’s
extcaded outage, and
unplanned outages at (wd
fossil-fueled plants, gener-
ating station svstem average
aveilability declined shightly
to 78.5 percent. Fossil plant
availability was 80.2 per-
cent, compared with the
10-year industry average of
794 percent.

'he encouraging resil-
ence of our market area
reveals its continuing evolu-
tion from an agriculture-
based river town 10 &
muliifaceied economy com-
prised of diverse business
sectors. At the same time,
the ~rea has develop.- . an
excellent reputation for
quality of life — defined
simply as an outstanding
place 10 own and operaic
a business, and to raise a
family. In its November 4
issue, Forfune magazine
reported that executives in
search of the ideal home
for their businesses cited
eight key benchmarks
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which must be met favora-
bly. Kansas City ranked
fourth overall in compari-
s0 with America's 50
la~gest metropolitan areas
Whie oo tainly affecied by
economic downturn, the
local economy’s perfor-
mance is #vidence of our
strength, unemployment
and inflation remained
lower than the national
averages in the current
recession. The most recent
index of affordabie housing
prepared by the National
Association of Homebuilders
places Kausas City at the
top of the list of cities of
over one million people.
Forecasts of population
growth, household forma-
tion, new job creation,
housing pL.omits and publicly
financed construction sug-
gest continued stability for
the regional economy.

These basic strengths
um.  in our perfarmance
and our expectations, par-
ticularly our resource plan-
ning for the foreseeable
future KCPLAN "9),
the latest update of our
resource and operating
framework, envisions the
goals of price stability,
maximizing the use of exist-
ing resources through both
life extension of generating
equipment and favorable
off-system purchases

additions of new peaking
capacity, and implementa-
tion of customer-focused
energy efficiency programs
We anticipate the next
major addition of base
load generating capacity
will pnt he necessary until
ufter the year 2000, The
flexibility of KCPLAN 91
anticinates changing oper-
ating environments which
could arise due 10 r=w envi-
ronmental requit., ..onts,
changes in the federal and
state regulation, an” the
consiruction and operation
of generating capacity by
non-utility suppliers. The
Company continues to par-
ticipate in national public
policy debate dealing with
energy strategy, industry
structural change, and
concerns for electric service
reliability.

KCPLAN 'J1 demon-
strates our commitment o
electric energy &s our core
business and requires of us
nothing short of excellence
n service quahty in the
production, transmission
and distribution of electric
energy, and the highaet
possible level of customer
atisfaction.

In anticipation of
continued customer growth
and higher service expecta-
tions, we initiated a three-
vear, $23 million facilities
improvement plan in March
1991, which will elevaie our
ievel of customer respon
siveness and provide our
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The accompanying Notes to Fiaancial Statements are an integral part of these statements.

B

.
Yeur Ended Deceber 31
1991 19%) 1u8¢
TR R, SHl B o A TSR R S I SR .. S M.
M’&rm 2y tric s m.m § EI12912 § 782,768
Steam hesrt el — 2,658 1450
R R Total Jp e B wmm B'IS.S‘IO _ 790,216
Operating Experises  Operation
Fuse! 132,100 136,849 134,329
Purchased power 22.2% 15,421 12,991
Othyr 166,009 152,847 137,895
Matitenance 80,922 79,467 68,953
Depreciation 86,795 85,020 85,356
Taxes (See statements)
Income 60,573 63,38¢ 66,105
Gengral 8528 83,564 80,381
Amortization of
MPSC rate phase-in plan (Note §) 267 1.0m2 701
Deferred Woll Creek costs (Nate i) L 10,366 10.366
Total . 65.956 633,992 ﬂ03“8>
’ __(tu_._us g Mlll.!‘:‘t 186,768
Allowancs for equuy funds used during
construction 539 126 238
Duferred Wolf Creek carrying costs (Note U 791 1,489 6,037
Miscellaneous (368) (11,549) 748
Income taxes R | 634 .
Total SAN : 1,257 2 {3,613 '.' 240
b 7 : Dansil 170,402 177,968 lN.ﬂOﬁw
Long-erm debt 63,057 68,853 78.5%
Short-term notes 3,29 6,199 5,531
Miscellaneous 1,665 2492 1,985
Allowance for borrowed funds used during
construction R8I _(2,308) _11,696)
Total { 6,509 75,236 8S 390-
Net income 163,893 102,732 108.618
Preferred stock dividend requiremients e, o __ 6,360 6,338
Barmngs available for common stock $ 9870 $_ 937 § 102,259
Average number of common shares outstanding 30,934 363 30,949,763 30,927,257
Earnings per conumon siare (Note 6) s 316 $ 3.1 s 3.3
_Cashdividendspercommonstare 8 2M § 28 S 28
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W ANSAS COMPANY
! Sm:m: of Retained Eamings
Year Ended December 31
199 1990 1989
S 2 S T L IR =ers S DR . .. .. USSR shD
Beginning Balance $399,264 $384,004 $359,067
Net Income 103,893 102732 108,618
i RSO ..., 4 486,736 467,608
Premium an Reacquired Preferred Stcrk DR R e ., T A el
Dividands Declared Preferred stock 5417 6,359 6,357
(at required annaal rates)
Common stock —
$2.50 per share 77,324
$2.62 per share 81,083
$2.74 per share 84,815 L O
Tt LoBam O Rae 0 w6
Ending Balance (Note 6) $411,161 3_3_99’,295 ﬂgh

The accompanying Notes to Financial Statements are an integral part of these statements.

Nus'lbrmudal&mm

L SUMMARY OF SIGNIFICANT ACCOUNTING FOLICIES

System of Accounts

The accounting records of the Company ~re maintained in
accordance with the Uniform System of Accounts prescribed by
hWWWyWM@MM
accepted accounting principies.
Utility Plant

Unility plant is steted at historical costs of construction. These
other fringe benefits and an allowance for funds used duriag
%mmmmmmmm

Allewsace for Funds Used During Construction (AFDC)

AFDC includes the cost of borrowed funds used for construc-
tion purposes and 2 reasonabie rawe upon other (equity) funds,
The altowarce for borrowed funds represenis an aflocation of
IRrSst COSES 10 construction, while the allowar« « for equity funds
is & non-cash item of income. AFDC is charged to construction
work in progress during the periad of comstruction. When a con-
struction projeet s placed in service, the reiated AFDC hecomes
a part of the origiral cost of the completed plast which is used

10 establish rates for utility charges under esiablished regulatory
sate practices. The rates used to compute gross AFDC are com-
pounded semi-annually and aversged 7.7% for 1981, 9.0% for

1990 and 10.05 for 1989,

Depreciation and Mainienance

Provisions for depreciation are computed on a straight-line
basis pursuant 1o rates ordered to be used for jurisdictional prop-
erty by the Missouri Public Service Commission (MPSC) and the
Kansas Corporation Commission (KCC). Approximate annual
compasite rates were 293% in 1941, 2.94% in 1990 and 3.00%
in 1989

The Company charges o maintenance expense the repains of
property and replacement and renewals of items determined (©
be fess than units of property, except for such costs which are
charged to clearing account: and redistributed to various opecat-
ing, construction and other accouss. The rosts of renewals and
betiermenis of units of propevty are charged 1o the utility plant
accounts. Propecty units retired or otherwise disposed of in the
normal course of business are charged © accumulated deprecia-
tion, along with removal costs, net of salvage. The amounts of
maintensnce and depreciation expense other than these set forih
in the Statements of Income are not significant,






21 RETIREMENT PLANS
h hmﬁuh‘bwm
, providing for beacfits upoen retirement,

w 65, In accordance with the  mipioyee Retirement
A, of 1974 (ERISA), the Company has satisfied
uhamunmmmm
plans reflect the employer's compensation, years of service and
uge W retiremen..
Provisions for pensions are determined under the rules
mnl\lﬂ The following is the 2 ded status of

ml._
S e
Frhosssends)
Accuruia:2d Benefit Ohligation
Vestod $154 008 180,708
Not-vesied 5??2 mg_!}
Tota! S_lg._lg &_‘SJN
mdmm
uwawmw $251.505  Saw S
Projected benefit ablipation (b) NS 1M
Otthens 1 Nm 1
Reconciliation of Dilference
Contributions 1o truas
Prepaid § 176 § 128
Acorued lisbility 3,118 @.261)
Unamortized transition amount 088 2M
Lintecogrized net gain 282 20
Ulnrecognized prior service cost 5N 4 .6m)
Ditferene $ 3B § 2152
e = ARSI

(n) Plan assets are invested in insi nce contracts, corporate
bonds, equity securities, LS Governmeat securities, note,,
R mortgages and shor-»erim imvestments.

il {b) Based on discount r s of #% (o 9% end ates of increase in
: future salary lovéls of 3% 10 6%

Compuents of provisions for pensions (in thousands):
¥ 199 190 19

T Se———— b vy

Service cost § 6162 § 628 § 535
2 Interest rost on proje-ted

benctn abhgation 16617 15757 1385
0 Acual return on plan assels (45.542) 1088 (27436)
L ke A6 (BAI6) 12,85
: Tota! Pension Expense ~ § 4,260 § 4,607 § 441,

DANERET ASTYmRS smmTaus

Loig-erm ra-s of rersm on pian assets of 7% 10 5% were used.

| ViLiaent COMPANY

L COMMITMENTS ANE CONTINGENCIES

Nuclear Liability and Insurunce

The Price-Anderzon Aat currently lisits the pubiic bability 1o
$7.807 bullion, including atiorney con  of nuckear reactor owners
forr clasms that could anse frim a nuclear incideni. Accordingly,
the Company and the other owners of Wolf Creek have habiliey
insurance coverige of this amount which cansists ¢f the
maximum available commercial insurance of $200 milknn and
Secondary Financial Protection (SFP). The SFP coverage is
funded tv 0 mandatory program of deferred premiums assesed
aguine all owners of licensed reactons for any nucleas inident
anywhot in the country. The masimum assessment jer reacior
is $67 rulllion ($29.6 mi*ion, s share), plus & surcharge
of 5%, o incident. The owners of Wolf Creek are jountly and
severally liable o these charper, sévable 41 4 e 601 10 exveed
$10 millon ($4.7 million, Company's share) par incident per year.
The owners of Weatf Creek also have property damage, decon.
muummmunmn
from damage 10 the Wolf Creek in the amoutit of
$2.515 billion, Muclear insurance pools provide $1.265 billion of
oovezage. Nuclear Eleotric Insurnce Limited (NEIL) provides
$1.250 bilhon. In the event of an acoident, insurance proceeds
must first be used for reactor stabilization and site decontaming:
tion. The remaining proseeds from the $2.51¢ billion insurance
coverage ($1.182 bilban, Company’s share). if any, can be used for
property dainage up to $1,04) million (Company's share), prema
ture decommissioning costs up .o $94 millior (Company's share)
i excess of funds previnusly vollected for decommissioning (as
discussed in Note 1) with the remaining 347 million (Company's
share) availahle for either property damage o premature decorn -
missioning costs.

The owners of Wolf Creek have also procured exira expense
insurcace from NEITL. Under both the NFIL peoperty and extra
expense policies, the Company is subject to retzoactive assessment
i INEIL losses, with respect 10 each pohicy yeas, exceed the
accumulated funds available 1o the insurer under that policy. The
estimated maximum retroactive assessients 1or the Company's
share under the policies 1otal $5 million per year.
in the event of a catastrophic loss at Creek, the amount
of tnsurance available may not be adequate for property damages
and extry epenses incurred. Uninsured losses, 1o the exient not
recovered through rates, weuld be assumed by the Company and
could have a material adverse effect on the Company's financial

Nuclear Foel Commitments

Al Degember 31, 1991, Wolf Creek's nuclear fuel comsnitmenis
(Company’s share) were approximately $21 million for uranium
concentrates through 1997, $147 million for enrichment throagh
2014 and §52 millian for fabrication through M4,
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“Tax Matien

The Company’s federn! invome tax refums for the yoars 1988
through 1988 are under examination in the tniernal
Revenae Service The Compny has roceived Notices of

Proposed Adjustments 10 be included i the Revenue Agent's
Repont (RAR) unbess the additic.al information being supmlied
u&mnuc@mm-mmm

Aeciation generated.
in o process of reviewing the adjustsnents and has significant
guzstions regarding the theary, computations und sampling
wchinigues used by the IRS 10 arrive &t their projosed adjust-
metiis MMher adjusiments have also been proposed by the IRS &
» result of this exanrination. The Company expects 10 reoerve the
RAR for 1988 and 1986 sometisoe during the first part of 1992
and does not expect this report ic inclade any significant adjust-
ments not known st this time. In the opinion o management, the
ultimate additiona) tey charge, including interest, is not expected
10 v material 1o the Company’s financial position.

Laovironmenial Mutien
lunersiate Power Company (intersiate) filed a complaint in
1989 against the Comgany seeking indemnity and contribution
fow cleanup costs, estimated 1o be $1 milhon 1o $10 millics, at
an Jows site sold by the Companv 10 Interstae in 1957, The
Company scquited o gus man  auring plant on the site in 1932
and ullegedly it for very briel periods of time before
demolishing it in 1952
The Company believes that it s several meritarious defeuses
against this action and has asserted thei in its pleadings,
the fact that the 1957 saler documents include & clause
‘the Compaty {rom and against &l claims and
arising after the sale. As well, the Company i seeking
-or indemnity for these cleanup costs, 10 the extent
zhmhMHtMWmn

This matter is scheduled 1o be tried in 1992 wherein the court
may delermine allocation of ckanup costs among the parties.
1f the Company 1 unsuccessiul an the issues of linbility, the
Company be'ieves that its aliocated share of the cleanup costs
weaild ot be marerial 1o the financial condition of the Company.

The Company’s must comply with federal, state and
focai environmenta! luws and regulations. Comnpliance programs
recessary 1o meet existing and finure environ...aial laws and
regulations governing water and air guality, hazardous waste
handling and dizposal, toxic substances and the ef* s of
slectromagnetic fields could require subsiantial changss 1 the
Company s operations or facifities. The costs of compliance with
enwvironmental laws and regulations are normally recoverable
through the retemaking process.

PO W LK

& LiGNT

(her Agreements
The Company has entered into, in the normal course of
business, & variety of comracs,

Linder long4enn contraciuil anangements, the Company’s
share of puschased coal during the last thies s oaked

$21 million in 1991, $28 million in 1990 and
$27 milhon in 1989, The Company's share o purthaise commil-
ments in 1991 dollars under the remaining term of the corl con-
tracts 1s approxicnately $145 milbon. T Company also purchaees
coal on the spot market.

Unider Jeases, the Company incurred rental expense during the
last threx years of approximanely $11 million 10 $15 million per
yeur. Renia! commitments under loases for rallroad can, computer
equipment, buildings and similar ems are approximanely
§114 million over the life of the leases with pavinents during each
of the next five yeats ranging from & high of $15 million in 1992
10 38 million tn 1996 The Compaty, alo in 1991, extended and
revised a transmission hine iease with another utility. With FERC
approval, the remtal payments under this ase can be increased by
the lessor, after which the Company is entitied 1o cancel the lease
if the Company is able 10 secure an alternative transmission path.
Total commitments under thus lease, not included above, a.
$1.9 million per vear and approximatety $64 million over the kife
of the lease if fhe lease is nol cancelled.

The Company has entered inte coudracts 1) purchase capacity
through May 2000 from ather utilities. Such obligations increase
cach contract year from $6.5 million in 1992 for 250 mw 10
$16.0 million, 1 1995 for 450 mw. For cuntract years 1996 1o 1999,
the cost i $11.7 million per year for 300 mw of capacity.

4 SALE OF ACCOUNTS RECESVABLE

On September 27, 1989, the Company entered into an agree
ment with & financigl institution 10 sell witn limited recourse, an
undivided imerest in designated accourns receivabie, A of Decem-
ber 41, 199] and 1990, $50 milon and $50 million, 1spectively,
of the ‘s accounts recervable remained sold inder this
agreement. The Company incurred $3.5 milkon, $44 million and
$1.2 million of coss asscciated with the sale of Customer
Accounts Receivable during 1991, 1990 and 1959, respectively.

5. SHORT-TERM BORROWINGS

The Company borrows sher 1erm funds from banks and
through the sale of commercial paper &s needed. Under minimal
fer arrangements, the has confirmed bank lines-of-credit
totaling $155 million, of which $121 w*Hion remuin unus-d at
December 31, 1991

|25

COMPANY
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COMMON STOCK PREFERRED STOCK AND
The Bowrd of Disectors, on February 4, 1992, suthorized »
2for-] comman stock split subject 1o shareholder ajgwoval. The
sitarsholders, at thewr annual meeting set for May §, 1992, will be
asked 10 approve sn amendement to the Company's Rostased Arti-
cles of Comahidation the number of suthorized shares
of comman sock from 10 150,000,000 and the com-

mon stock sphit. 1f apgwroval is recetved in May 1992, reported
carnings per share for wll periods will be adjusied

Retained earnings ar December M, 1991 includedt $13
which was not avallable for cash divi” v = comee n stock
under the of the Indenty. -, ho= e securing Firy

“::-m: 19RE, SK, 148 comman shares were held by the
Company and distritwied 1o the employees’ 401(K) plan in 1989
The Compare purchased 30,000 shares in 1990 which were subse.
quertly distributed 10 the employees’ 40K(K) plen o 1990 The
gain an the difference between the purchase price of these shares
and marke! at the time of distribution was charged 10 capital
stock prermium anc expense aiong with the gain on the purchase
of sock for smiing fund requirements.

1941, the Company reacguired and retired the 800,000
shares of the $2.33 and BOOLOD shates of the 32.20 Cumulative
No Par Preferred Steck with a combined stated value of
$40 million. The sotel cost of this transaction included &
$47 millicn premium of which §2.9 mithon was charged aguinst
capital mock premium and expense and $1.8 million was charged

apainst etained earnings.

Adso duning 1991, the Company autharized the Febru 'y 1992
sedemption and retirement of the 130,600 outstandine shares
of the 7.72% Comulative Preferod Stock with & par vidhue of
$13 million. The cost of this stock will include a
premium of $.3 million which will be charged against common
siock equity. As of Decomber 31, 1991, this msue was reclassified
10 Lurrent fiabilities.

The owistanding Cumulative Preferred Stock of $41 million
{ecclusive of the $13 million of 7. 72% Cumlative Preferred Stock
inchuded in current liabilities) may be redeemed at the option of
mmnmuummwwm

Scheduled mandatory sinkivg fund requiremerits for outstand-
ing redeemable 4% Cumuiative Preferred Stock are $160,000

per yeal

At Decemiber 31, 1991, the Company had authorzed 540,787
shares of Cumiilative Preferred Stock at & par value of $100 per
share, 1.572,000 shares of Cumr. lative No Par Preferred Stock and
11,000,000 shares of Preference Stock withou' par value.

1 any dividends on its preferred siock are not declared and
paid when scheduled, the Company could not declare or pay
dividends on its cormmaon stk or acguire any shares thereof for
consideration. If the amount of any such unpaid dividends equals
four or more full quasterly dividends, the holders of preferred
stock, voting as & single class, could elect representatives on the
Comparny's Board of Direciors.
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First Mortgage Bonds

The Compary catinul issue additional First Morgage Bonds
authorized by the Indenture of Mortgage and Doed 7 Trust dated
s of December 1, 1946, as supplemesnted, as long s any of the
Martgage Bonds (discussed bedow) are ovtstanding. Substariially
all of the Company's utiity | stant is pledged under the terms of
the Indenture

. Bonds

The Company is autherized 10 issue Morigage Bonds under the
Cieneral Mortgage Indenture and Deed of Trust dated Decrmber
1, 1986, s supplemented. The amount of additional borids which
ity be issued i sublect 10 cenain restnctive provisions of the
Ceeneral Morigage Indetture. The General Indemue
constitites & morgage fien upon substantially all of the
Comipuny's utility plant and is junior 10 the Bien of the
First Mangage
On December 9, 1991, the Company tdeemed the $50 million,
B 3/8% senies Bongs due 1994, This i
inchuded & premium of $774,000 which “as been defermd and will
be amortized through December 1994,

On April 11, 1991, the Company entared imo an agreement
authocizing the issue of un 10 $150 mithion of Medium Term Notes
{Notes) which are secur=d by the Company's Mortgage Bonds. At
December 31, 1991, $135.3 million of Notes was outstanding ¢ a
weightod aerage interest rate of 7 38% and matunities rnging
from May 1993 1o January 200,

Ranker's Acceplances

The Company has & financing arrangement with & bank,
expuring Janucry 16, 1994, which enables the Company 1o borow
funds by collaisralizing its coal and fusl ofl inventonies at rutes
based upon the current banker's scceptance discount rate phus an

HLCEPLINOE As of Decenber 31, 1991, $12 milhon was
outstanding this agreement with an interest tne of 5.30%.
Scheduled Muturities

The following poliutivn control bond series have sinking fund
requirenents which begin in vanous years: § 3/4% in 1989,
$ 7/8% in 1997, 5 7/8% in 1998, 6 7/8% A" in 1999 and
§7/8% “H" in 199%

The aggreiate amount of maturities andt sinking fund require-
ments during each of the next five years for the long-term dely
outstanding ot December 31, 1991 is 30 in 1992, $26.7 million in
1993, $131.5 million in 1994, $30.3 million in 1995 and §17.3
milliea in 1996,

The Bowru of Directors, on February 4, 1992, authorized the
redemption and retiremert, in March 1992, of the $35 million,
9 1/8% First Mongage Bonds due in 2000,



RKANSAS CI1TY POWER &

‘s Discussion and Anglysis of
MMMMW
Kok Sales and Operating Revenves
Saules and revenue daw:
Ingrease {Decrease
. From Prior Year
V. RRAGARTY
(emillivns) tonilhong)
Retail sabes
Residential BA% S8 Sa% L1
Conmercial il Lo ) 13
Indusirial v 2 2
Other ()] T i (5 LI
Tote] re*ail sales 53 % e la
Sales for resale:
Bulk power sabes Mo 0 &N W
Other 09 - (8 =~
Total s 12 30
Sream heat and other revenues 2 5
Total oporating revenues $10 $2
Residential and commercia! kwh sades increased in 1991 e
1994 reflecting printsrily higher due 10 warmer coabog
seasons and incteaas in load Industrial kwh saies in 1991
were affecred by increased sales 10 4 major stee) manufacturer;
sales 10 this manufacturer increased in 1990 Excluding
this manufacturer, industrial sales (ncreased 3.2% in ¥ and
2.4% in 1990,
Pursiant 10 & Federal Regulatory Commission (FERC)

w0 revenues.
Bk powe sa dectened 1 bl b and 3 Nl kv i
1991 and 1990, respectively . due 10 lower availability of generating
wnits and ticreased Company sy m requirements.

Taniffs have not changed materially in either 1991 or 1990. The
change iu revenues 10 base rates is affected by changes
in the mix of kwh sales among classifications and by the effect on
ceruin classifications of declining price per kwh us kwh usage

The level of kwh saler in *he future will depend upon weather
vondisions, customer conservation efforts, conpating fuel
sources and the overall economy vi the Compary's servicy area.
Also, issues Tacing the slectric wility industry in general, such as
deregulation, rransmission acvess and increased competition,
could affect kwh sales,

Sieam heat revenes decreased for 1980 und were eliminated in
1001 refiecting the sak of the steam system i March 1990,

Caly the Compariy's wholesale rate schedules, whic do not
inciucie bulk pow ar sales, contain fuel adjustnent provisions;
whalesale revenues account for less than 1% of the
Conpany's revenues,

LIGHT COMPANY

Fuel Conts

Average electric fuel cost per million BTU increasedd 10 §.92 in
1991 from $.57 in 1990 and § 84 i, 1989,

Average fur’ com per million BTU of nuclear fuel, including
disposal costs, wae $.30in 1991, $.29 in 1990 and §.3) in 1989,
Thie 1990 decrease reflects the lower costs of nuclenr fuel loaded
in the reacior duning the 1990 fueling. The capacity factor at
Waoll Croeh was 58.9% in 1991, 79.2% in 1990 and 97.7% in
1989, During the first balf of 1991, Wolf Creek's power produc-
tion was gradually reduced to approximanely 0% of capacity 10
assure adeguate fuel for full power operation during the summer
senson. Such conservation was niecessay hecause ths phiant had
previously generatel, more than originally ;lanted for the
fuel in the reacror. Then, from 2, 1991 the oigh
yearend, the unil was off-liz: 103 days for a scheduled refueting
outage which was extended 10 accommaodate additional testing.
The pravious scheduled  #faeling ouiage lasied 68 days in 1990
whille there was 11> refueling ouage in 1989,

Average fuel cost per million BTU for fossii plants was $1.08
in 1991, $1.06 in 1990 and $1.08 i 1989, The 1990 lower cost
reflects an increased tevel of lower cost coal purchases from the

spot mirket.
The components of change in Tuel coste:
Increase (Decrease)
_From Prior Year
e
(midllions)
Cieneration for customens and
bulk power sales n 2
Average fuel cost . i
Coal physica) inventory adjusiment . I
Total sy 85

|t USRS

ofoth yours wtude 5 2 mill.s0 drop in Nl cals because of the
sale of the steam sysiem.

Begnuse Wolf Creek's fuel costs are lower than any cher
Company unit, the average fuel cost is higher whenever the anit
1s down for refueling or operates below the prior peried's
avETage CAPAtY.

Purchesed Power

Purchased power increased $6.8 million in 1991 and
$2.4 miltion in 1990 reflecting the lower availability of generating
unity, including Woll Croek, and inmased Company system

requirements.
The level of purchased power in the future will depend upon

the availabibity of the generating units, fuel costs, the requirements

of other slecisic systems and the Company’s system teguirements.
Siec Note 3 to the Financial Statements-Commitments

and Contingencies<lor commitments ungder contracts 1o

purchase capacity.



& JOINTINOWNED ELECTRIC UTILITY PLANTS

The Corpany has, under joint ownership agreements with
other wilities, undivided interests &t December 31, 1990 in wtility
oans s Tollows (in millians of asliars)

Company’s share % Som 0%
Uttility plant in service $1.004 26 243
Nuglear fuel in service P M - -
Spem nuciear fuel } 0 - -
Estimated scoumulated

{Production plant only) $ 0 fl0 s W
Accumulated

amartization

(Nuclear fuel) s ® - -
Company's accredited

capactsy mw 1) 6" 40
Each peticipant must provide its own financing. The

It nd M 4th
Quaner  Quarter Quaner  Quaner
(rhousarnds)

SI81,B51 $208,602 $254,365 $180,263
§ 34536 § 45,008 § 66,128 § 28481
S 177928 5 288 § 9628 § 768

5 518 Bs 153

S176,159 $199.221 SMTRSE §191,02

$ 1435 § 4069 § 70719 § 18,728
$ 13,952 5 21,895 § 52351 § 450 (@)

*;fieizi’ ik

§ HF S5 145 Q@
mhummwmmmcmywun

These costs totaled $12.9 million before taxes and $8.1 m lsan
afier teves (3.26 per share).

Expenses were affecied by the scheduled Wolfl Creek refueling
outages, 68 Qays Hom March 9, 1990 10 May 16, 1990 and 103
dar 1 in 19 starting Seplember 20, 1991, Starting in 1992, the
Company will normulize Wolf Creek refueling outage costs, see
discussion 10 Mesagement 's Discussion and Analyss of Financis!
Condition ard! Results of

mmdmmysmwmm
with peak pariods occurring during summer months.

INDEPENDENT
AUDITOR'S REPORT

To the Stockhoiders and Board of Directors
Kansas City Power & Light Company:

We have andited the accompanying balance sheets
and statements of cumulative preferred stock and long.
term debt of Kansas City Powet & Light Company as
of December 31, 1991 and 1990, and the related suate-
ments of income, taves, retained earnings, and cash
flows for each of the three years in the period endy 4
December 31, 1991, These financial statements are the
responsibility of the Company's management. Our
responsibility is 10 express an opinion on these financial
statements based on our audits.

We conducted our audits in accerdance with
generally accepied auditing standards. Those standards
require that we plan and perform the audit to obtain
reasonable ass ance shout whether the “inancial
statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting
the amournts and disclosures in the financial statements.
An audit wlso includes ussassing the accounting
principles used and significant estimates made by
management, & well as evaluatiug the werall financia)
stutement presentation. We believe that our audits
provide a reasonable basis for our opinion,

In our opinion, the financial statements ~sferved 0
above present fairly, in all material respects, the finan-
cial position of Keesas City Power & Light Company as
of December 31, 1991 and 1990, and the resuits of its
operations and its cash flows for each =7 the three years
in the period ended December 31, 1891, in conformity
with generally accepted accounting principles.

Covpus » Sfwnnd.

Kansas City, Missouri
February <. 1992

. KANSAS C1TY POWER & LACHYT COMPANY |
8! |
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iy changed, effectiv: January 1992, ne teihad

15, 1992 when Wolf Croek camie bick on-line, there is no cutmila:
tive efTeet for the change in accountng principle Because there 18
0o refucting scheduled 1992, the effect of this chunge on
1992 operations would be to 8¢ OPErRticn, NaIeOwnce
wnd replacement power expenses by » total of approximaieh
$12.6 mifSion and, after tanes, decrease net incomie by appros-
mately 7.8 million (8.25 per shate).

Projected Consiruction bxpenditures

Comstruction expenditures, excluding AVDC, were
ma‘:lmmMiﬂmMiuﬂwmﬂnm
s

Counmn Mm

- —————- W —— PP m————

1990 1993 19 1995 19 Toml

e v b ——— yS—— S oy w—

fesmiilions)

S0 $40) $554 890 $ U6 SMNI
fuel 99 10 A8 DO W0 KN

122 A7 08 138 A8 %0

and
Mm S 61 MBS M6 A9t

e m——

Tow S1a56 51940 Sldd s H‘M $1%6.2 mu
ok orPEE YT AE  Soraws ;|FTY.  sREnR
i The above expendures for generating fa. Tities inchude
$113.7 million for thres wm 10, are and one new 160 mw gas-
fired comibustion ‘wrbiries, (he first of which is scheduled to be
mhmmmaumdsumwhm-
A betwery 1997 and 919, facilnier slso include
35 millon be g in 1996 for o paw SO0 rov (250 mw,

i

i)

?&!

Thie timing of votsiractive and cosl estimaits are subject 10
continual review and aujustment, Actual eonstruction expendi-
wares miaty vary significantly from thes evimates.

B . e
T R T 1 I o

& LIGHYT €COMPANY

Lavironments! Matien

On Ovtober 27, 1990, Congress apgwoved the Clean Air Aot
Amendments of 190 Two parts of the legistation will affect the
wtility mdustry. The acid suin proviwons will increase the Com-
pany's constntian expenditures by an estimated $16.6 million for
the installation of continuous emission Monitoning eguipment
and Jow NOy burners. These costs e included in the above five
year projected construction expendituses. The Company's oosts
uticder the Aot would huve been greater if the Company had not
volunarily switehad 10 low sulfur westers. conl in the mid 15805
The other utility-related provision calls for a study of certain air
toxies. Fased on the outcome of these studies, regulation of av
toies, including mercury, could be reguired, The Compaiy
cannot, & this time, predict the likelihood of any such regulations
o compliance costs. Provisions in the Clean Alr Aot Amendments
of 1990 could add up to $2 million & year 10 the Compary’s
expenses beginning in 1992 because of fequirements that
companies make paymient 10 the stite evironmental regulatory
agencies 1o fund sdministration of cenain provisions of
the Amendments.

See Natte 3 1o the Financial Statements - Environmental
Matiers-for discussion of potential Babiliy, which the Company
believes is not maserial to its financial condition, for cleatup costs
under the Federal Superfund law.

Cuptia! Requirements and Liguidity

The Crypamy cucrently estimates that it will be able 10 meet
the above construction expenditures through 1994 and a signifi-
s pontion of the remaining years with internally-generated
funds. 1t s aniicipated that funds for maturing debt through
1996 and the sedempion of proferred stock, including preferred
stock and Jane-te 1 debt cnking fuis sbligations, otaling
$219.¢ million will be provided from operations, refinancings or
short term delx.

The Company's capiial atructure a1 Deceriber 31, 1991 (includ-
ing current portions) consisted of 49.5% comhon stock equity,
1.i% preferred stock and 47.4% long-term debt. The Company’s
poal i 10 maintain a capital structure in which the pescentages of
common stack equity and long-term debt (including curreni
maturities) are approxunately equal

mmm»wwmwm
Preferred Stock und $150 milhion additional Medium Term Notes
with the Securities and Exchange Comnussion in February 1992
Proceeds from thy saies of these securities will be used 1o
refinanue redsemed ar mztunng debt and redeemed preferred siock.
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Other Opergies, Expenses
Other operation expanses mnorsased in 191 and 199 reflecting
increases in general and adminisirative expenses of $5.9 million in
199 and $5.3 milhon in 1990 primanly Oue 10 increased wages
and the cost of variows employee venefits, ncluding hospitaliza:
o, sTupkoyee developmen: and traiming expenses and o¢her
effects of inflation In addition, other operution expenses at Wolf
Creek increased $4.2 million in 199) gad $4.0 million in 1990
mainly dhe 10 costs associiey with the schecduled refueling ot
and & 199 increase of $.8 million for Nuclear Regulatory
(HIRC; fees and nspection costs. Refreling costs in
1991 increased over the previous outsee & additional molor oper-
sted valve testing was performed in response 10 an NRC industry-
wide u.mwumwwn
20, 199) and lasted 107 days in 191 compuered to 68 dis
1990 owage. The MNWNS.M&:.
udrnwwmnmhm
operation &nd mainte.mnce costs incurred in 1992, The next
refueling outage is scheduled 1o segin in March 1993
At the Company’s fossil olants, other aperation expenses
wnsmummummm
increnses u the various generating units. Addt onally, uther oper.
ation expenses in 1990 include increases of $3.2 million in costs
associried with the sale of Customer Accounts Recsivable and
§3.2 million in electric distribution system cperating costs. The
mumum-ummwumm
stenm system operating expenses after it was sold in March 1990,

Maintenance

Mainteninice expenses at Wolf Creek increased by $.9 million in
1991 and $6.2 million in 1990 primarily for costs asscciated with
the scheduled refueling outages. In addition, 19%) maintenance
expense reflects an overall increase of $5.2 million in fossi! plant
generating unit mainienance, primarily for boller overhants and
generatr and turbine maintenance. The 199] fassil plan generating
r&umbmmwumw

Income Taxes

The decreases in operating income taxes for 1991 and 1990 are
due 10 decreases in income subject 10 tax. In addition, nvestment
tax credit (17C) wmontization increased $2.7 million in the fourth
quarter of 1991 1 fully amaortize previcusly utilized 1TC on
nuclear tuel already burned. Substantially all of the 1TC on
nuclear fue! has ioen amortized as of December 31, 1991

General Taves

The increases in general taves during 199] and 1990 relate
primarily to increases of $1.6 million and $1.1 million n gross
feceipts taxes resulting from higher billed revenues in areas subject
10 tax and increases of $3.1 million 2nd $1.5 miillion in property
and real estate taves due 10 higher property assesaments and
tax rates.

"0 WER

& LI GMHT

Currently, te Kansas legislatwe is considering various
proposals w change the determination of 192 propernty e rles.
The Company it not yet able to jroject whether changss will
ovcur, However, based upon these proposals 10 date, the increase
i Kansas property taxes could be as much as $10 imithon per year,

Orthet Incoms and Ded actions

Miscelbaneous and Inc.ane Tanes-This refiect 8 decrease 1o net
incorme in 1990 primaily becawse of the expensir 2 in the fourth
quarter of 1990 the costs mesociued with the serminated render
offes for Kansas Cas and Flectric Company (KG&E) (n the
wiound of $12.9 million before tases and §5.1 milhon afer taxes
(8,26 per share). This decresse 10 net income was partially offset
by the sake in March 1990 of the downtown Kansas City, Missouri
steam sysiein at & profit afier wes of $2.6 million

Interest Charges
The declines in Jongerm interest expense for 1991 and 1990
reflect lower interest ruies on variable rate det' and the retitement,
repayment o refinancing of debt, The averuge halance of
long-erm deit including current maturities dectined compared 1o
Ihe prior year by $23.1 million in 1991 and $83.6 mitlion in 1990,
The sale of Customer Accounts Receivable has allowed the
Company fo curry a ower amouni of debl.

The decline in shon-erm inlerest expense in 1991 is due (0
lower gverage lovels of short-term debt und fower interest rates,

Faruings pes Share

Excluding the §.26 per share reduction because of the expenses
wiourred in connection with the terminated tender offer, 1990
earnings per share (EPS) would have been £.17, The 1991 EPS
of $1.16 decreased from this $3.37 level primarily because of the
costs incurred from the extendsd 1991 Woll Creck
refueling outage The Creek refueling outage dec.eaved EPS
approximataty $.48 io 1991 and §.30 6 1990 Wolf Cret is one of
the Company’s principal generating facititis and has 11 lowest
fuel cast of any of its generating facilities. An extendec shut-down
of the unit could ha v & substantial adverse efiect on the
Company's business and fina..cial condition. Future re’ ueling
outages are planned to occur approximately every 18 months with
the next outage plann € for the spring of 1993, (See Normaliza-
tion of Wolf Creek Refueling Outage Costs.)

Eliminaing the ¢ffects of the refueling outage, earnings for
199] were positively affected by favorable weather condition
increased load growth and a reduction of interest charges, which
were more than offset by inereased purchased powes, reduced bulk
power sales and the effect of inflation and other increases on
OPETHLING EXPEnses.

There was no refueling outage in 1989, Earnings for 1990,
excluding the tender offer and refuehing costs, increased over 1989
mainly because of more favorable weather conditions, The 1990
summer was significantly warmer than 1989,
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Unoertsintics which affect the degroe o which these ¢ nita)
requirements will be met with funds from opetudons
include such items as the effevt of an aperating
the leved of kwh sales, regulaiory actions, comp. noe with
environmeital regulations, svailibility of the Company's genera-
uwuuudmmwwmm

On February & 1991, the Company 37 KOKE settled thei:
pending lawsult agaimst AMAX, Inc. (AMAY) The coal supply
agreeinont among the Company, KGAF and AMAX v term,
nated effective Dece.nver 31, 190, and the Company agreed 10
pay AMAX $8.5 million (its waare 2: the $17 mibion total settle-

_ ment). This amoun was recorded (o Settiement of Fuel Contracts
4 on the Balance Sheet becanse & s probabl: that future rases wit
% include provisions for recovery of this ettleraen: payment.
d Cash provided by operating activities during 1989 was higher
vhan 1991 or 1990 maindy as 2 rea't of the initial sale of
$52 million of Customer Accounts Receivabls 0 1989, partially
offser by the settlement of the fuel contract wich Prttsburg & Mid-
way Coal Mining Compeny for $22.5 nidlhon. Cash peer ided by
q-;mmmm was positivel ahiected by an addi-

offser by the $8.5 million paid 0 AMAX.

The Company weur additiona! detst and/o - issue
additional eguity . syssem growth or new growth oppor-
Tuait'cs, coough business combinations or iber - vestr s, ©
take advaniage of the benefits inherent in g larg. / energy systen.

New Accounung Standards

Financial Accounting Standards Board (FALB) Siatement No
106- Exaployers’ Accounting for Postrocrement Benefits (ther
Tha Pensiors-isived in late December 1990, establishes stan-
dards of finencial sccounting and repactin 1 for the Cornpiy’s
‘medical and life insurance benefiis provided 1 retirees. FASE 1
requires, i nong other things, that the cost «f providing 1+ ese bene-
fits be recognized &s & Lbor cost ove @ perk 4 of time pror 1o the
enaployee’s retiretnent razner than afier the employee retins. Thiis
Swatement is effective for fiscal yoars beginning afier Dagem’or i5,
1992, and \ niile earlier application is encouraged, the Company
plans on adoption in 1993, The Company Las determined, based
upon preliminary studies, *hat adaption of FASE 10% will not
have & material effset on its fincacial statements,

. £ 1
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o AR AT TG W ek Sk
Revenues (000 )% § S S RISSI0 5 0216 & MWIES0 § 64200 |3 83820
b Expenses (000)* SRRSO G018 G106 SROSM | 40,748
Cperal ng Income (U0's) 169,145 181,578 186,768 180,244 174,662 04 485
| Oxberinccmeand Deductions (000! A2SY (3610 7240 Q5267 24062 | 29400
4 Income nefore Inirest Charges (000's) 170,402 177,968 194,008 198,511 198,724 121 488
,ﬂ ~ Pwerest Charpes (000'y) LSSy 336 B0 BRSO | T
C Net Income (000 30 102,732 108,618 108,655 100, 9K2 79,146
" Pegferred and Preferency Stock

e Dividend Requiremen: {000's) B 630 4N 668 08| 14
: Average Shares Owtstar.ding MOSANES 20949763 30,927,287 30910199 30,954 363 | 20,300,723
_ Eormings per Common Shore** $  AK S AN § am s 10 8 3018 A
~ Retrn on Year-end Common bty 11.4% 11.3% 12.2% 122% 11.9% 14.2%
i Cash Dividends per Shawe 5 AM § 260 3 2% 8  am 8 an2ls |88
 CaprauzaTion Dwra (000'5)*** R

: R B R s e e L
 Common Stock Equity $ K029 5 BSI2E2 § RMOIT S BIOROL S R4 |8 489313
C Preferred Srock $ S2000 5 N0 § 92000 § 92000 § 0200 |8 112,000
5

z Freferred Suck (Redeemobie) $  20% % 22% 8 239 §  25% 8§ 2Mm6 |8 A4%

Prgferonce Stock (Redeemabile; s PR - 3 -’ § — 5 4466 |8 30000
Long serm Debt $ K680 $ RS040 5 IS4 § BOCR9Y 1079508 | § 562,080
| OrHer Uata anD RaTics Iy L el S VIO RS o Wl 2 e SRR )
 Covstruction Expenditures (000') § 12447 % 9255 8 103,069 § 95002 5§ THobe |§ 133,980
L Toval Azets 1000 $ 2615000 S 2096859 § 2620826 § 267418 § 2654371 |8 1,607,78)
. Book Viuue per Share $ DM S NS DS W5 uMls 1A
. Common Stack Equicy Ratio 9.9% 50,24 46.2% 4.9% 4129, 35.7%
. Common Stack Price -

Hizh $ a8 w48 w48 325 8 UK |8 16
. Low $ My S 9% § W $ e 3 2 |3 1
. ReioofEwnings to Fued Charges _ 3; 1% 2 278 am 278

© a8 Naxe 6 to the Financigl Statements.

 wseCapiialization data it dhud 2 amounts to be redeemed o purch . d and current maturities.

*Raclassifications have been made 16 | mor year amonnts 1 conform with current N rescitation,
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COMPANY OFFICERS®

DRUE JENNINGS, 45
Chairman of the Board
and President

1980

BERNARD I BEAUDOIN, §1
Semior Ve President Finance and
&uwm

SAMUEL P. COWLEY, §7
Senior Vice Mresident-Corporate A[fairs
:'”WW%

RONALD G. WASSON, 47
Senior Vice Presidont-Adminisirative
-’:’mmm

POWER & LIGHT COMPANY
FRANK L. BRANCA, 44 TURNER WHITE, 42
Vice President-Power Supply Vice Presidens-Communications &
1989 Markoting
CHARLES R. COLE, 48 "~y
Vice Presideni-Cusiomer Services JOMN J. DESTEFANQO, 42
9% Tresasurer
JAMES L. HOGAN, 61 el
Viee President-Environmenial and! JEANIE SELL LATZ, 40
l;:n« Services Cwmn Seveeiary
MARCUS JACKSON, 40 NEIL ROADMAN, 46
Vice Presideni-Power Production Controlier
1989 1980
WILLIAM H. MILLER, 57 MARK C. SHOLANDER, 46
Viee President-Human Resources General Counsel
1980 19&¢
*Listing includes age. vtle and year
prcanored 1o affics

BOARD OF DIRECTORS

DRUE JENNINGS®
Chairman of the Board
and Fresident
WILLIAM H. CLARK*
President, Urban League of
Gireater Kansas City
—— COMMUNILY SEFVICE agency
ROBERT J. DINEEN®
President and Chief Excowtive Officer,
The Marigy Company
— diversifieq
and service company

ARTHUR 1. DOYLE*
Retired Chairman of the Board

W. THOMAS GRANT 1]
President and Chigf Executive Officer,
Seafield Capite! Corporgtion
— diversified insurance, financia! and
laboratory services company
GEORGE L. NETTELS, JR,,
Chairman of the Board,
Midwest Minerals, Inc.
~= COnSiruction mineral processing
and quarry operations

EUGENE M. STRALISS**
President, £SCO Plans, Inc
e isHrance agency and oil ond gas
production company

DR. LINDA HOOD TALBOTT

“Member, Pxecutive Commmittee
**Ratiring May 8, 1992
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GENERATING CAPACITY
AND THE MOKAN POOL

The Company's 199! iotal evailable capacity
was 3,321 megawntts, induding 3,090 mw of
instalied capacity phus 231 mw of
[ {15 199) sysiem peak
loe” was 2,751 m and resulied in 8 capacity
margin of about 7%, the equivalent of a
reserve margin of 20.5%. In addition to being
a member of the Southwest Power Pool, a
regional cotngl, KCPL is one of 1)
members of the Fool formed in 1962
to share reserve capacity, coordinate planning
for additional generating units and expand
transmission ines. Transmission connections
with numerous utifities in Missouri. Kansas,
Nebraska, lowa and Minnesots eahance the
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SHAREHOLDER

SHAREHOLDER RELATIONS
For sharcholder information and

Kansas City, MO 64141-9670
On, call 8165562053,

CHANGE OF ADDRESS

If your addross s changed,
picase conact us immediately
10 ensure your dividends arrive
promptly.

DIRECT DEPCSIT
Contact us if you would like

1o enroll in the Direct Deposit
Dividend Program.
DIVIDEND REINVESTMENT
The Company does not have -
Dividend Reinvestiment, Stock
Purchase Plan at this time.

COMMON STOCK PRICE

1991 1990
First 6% MY 38K NN
Second
Third

WY MK 0%
Y 6K 33N 294
5% 0%

Number ¢f Common stockholders:
29,397 &t Dec -ubar 31, 1991,

?ﬁ%ﬁ‘lju:nc C1ITY POWER & LIGHT LOMPANY

INFORMATION

DUPLICATE MAILINGS
If you are receiving duplicate
mailings from us, your stock
may be registeved in different
ways. For assistance in consoli-
dating a-counts or elimir. 1ting
duplicare mailings, please call
OF write.

INVESTUR RELATIONS

Member. of the financial commu.
nity seekit g corporate information
may contat Investor Relat ions at
816-856.1312.

TRANSFER AGENT AND
REGISTRAR
For Common and Preferred Stock

United Missoun Bank, n.a.
Secuirities Tronsfer Division
P.O. Box 10064

Fansas City, MO 641410064
K16-860-7784

COMMON STOCK DIVIDENDS
Quarter 1952 1991 1990
First $0.70  S0.67  $0.64

Second 067 04
Third 07 0.67
Fourth 0 067

All dividends paid by the Conipany
in 1991 were determined 10 bo di 4~
dend incuine and 1o poruon was
considered a return of capital.

FORM 10K

Copiles of the Company's 1991
anual report fled with the Secu-
rities and Exchange Commission
on Form 10-K will be provided st
no charge to amy sharcholder or
beneficial owner of shares of the
Company's stock upon writien
request 10

Jeanie Sell Lotz

Corporuie Secretary

Kansas City Fower & Light Co.
PO Box 418679

Kansus City, MO 641419679

PREFERRED STOCK
DIVIDENDS

Quarterly dividends on Preferred
Stock wer: declared in ench quar-
ter of 199] and 1990 as follows:

Cumulative
Cumulative No Par
Preferred Stock  Preferred Stock

G00% 100 2.20* 058
4.20% 1.08

4.35% 1.0875

4.50% 1125

1.72%% 1.93

*Redeemed December 2, 199]
**Redeemed February 28, 1992
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GENERATING CAPACITY
AND THE MOKAN POOL

The Company’s 1991 1olal available capacity
-mwwmwd
mu capacity phus 231 mw of

purchuses. Its 199] system peak
u-mxaummwny
margin of about 17%, the equivalent of a
reserve matgin of 20.5%. In addition (o being
o meriber of the Southwest Power Pool, 2
regional reliability council, KCPL i one of 1]
members of the MOKAN Pool formed in 1962
10 share reserve cajicity, coordinate planning
for additional generating units and e pand
transmission lines. Transmission contections
with mumerous utilities in Missour, Kansas,
Nebraska, lowa and Minnesota enhance the
Company's sysiem reliability. Kansas City s a
ey center in the inferconnectsd sysiers which
enables regiona! and interregaonal bulk power
imnsactions among electric utility systems.




LA .

G CSE ST A5

- THANKS:
Appreciation 1o athers who provided
statistecal information and assistance for
our special foldout section.

Hewry's Produce, River Market Square
The Kansas City Board of Trade

The Lowel! Press

Mid-America Regional Council

ARMCD Worldwide Grinding Systems,
Kansas City Works

Levitz Furniture Warehouse

Howard Needies Tammen & BergendofY
Kansas City Chiefs
Kansas City Royals

Kansas City Sports Commission
Wilcox Electric

United Telecom/Sprint
University nf Minnesota Raptor Center
Kansas City Purks & Recreation
Nationdl Assoctation of Home Builders
Kansas City Economic Development

PHOTO CREDITS:

Cover « il Jude/Science Photo 1ibrary,
Nelson-Arkins Museum of A -

EG Scb ampf

Drue Jennings, River Market, Board of
Trade, Lowell Press, ARMCO,
Levitz, Howard Neodies Taromen & Ber-

Fiber optics— Will & Denni Mclntyre
Kansas City Chiefs player -~ Hank Young
Acrrowhead Stadium — Michael Mihalevich

Design by:
Wst Associates Advertising and Design, Ing

Printed by:
The Lowell Press

Frivied on rmcythed papor.




S T —

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washisgton, D.C., 20549
FORM 10-K

[X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF
THE SECURITIES EXCHANGE ACT OF 1934

For the Fiscai Year Enced December 31, 1991

[ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF
THE STCURITIES EXCHANGE ACT OF 1934
Commission File Number |- 7324

Kansas Gas and Electric Company

(Bt omene of regasress s pocifind @ s charer)

KANSAS 480289340
(Steie or othwer Jucsdioton of 1R.5 Bawloyer
MCNPOTEM O UPRBETMION ) Iden ficam No )
P.O. Box 208, Wichia, Kanses 67201 (316) 261-6611
A sm of princpal sxscuuve offices ) (Lip vode) (Telephoae aumber)

Securities registired pursuast o Section 12(b) of the Act:

rmtstmcsting o Nuwe of ench exchaonge oe
Tithe of snch claw March 16, 1992 which registersd
Commcn Stock (No par value) 31,000,353 New York Stock Exchange

Pacific Stock Exchange
Securities registered pursuant to Sectios 12(g) of 'he Act:
Preferred Stock

(Tithe of class)

lodicate by check mark whether the registrunt (1) has filed all reports required to be filed by Section 13 or 15(d)
of the Serrities Exchange / ct of 1934 during the preceding 12 months (or for such shorter period that the

registran. s reguaired 1o flle such reports), and (2) has been subject o such filing requirements for the past
HNdaye X Yo __ _No

The agyregate murket value at March 26,1992, of the comunon stock held by non-afTiliates of the registrant was
$1,019.314,002. The registrant alse has outstanding voting preferred stock with a book value of $18,701,000,
the market value of which is nut readily sscertainabie.
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DEFINITIONS

Certain abbreviations and acronyms used in the text and notes are defined

below:

Abbreviation
Qor Acronym

Btu

Company or KG&E

ECA
EPA
FERC
JEC

KCC

KCPL

KPL

kwh

La Cygne

M
NRC
SEC
Wolf Creek

lern

British Thermal Unit

Kansas Gas and Electric Company

Energy Cost Adgustlont (Fuel adjustment clause)

Environmental Prutection Agency

Federa) Energy Regulatory Commission

Jeffrey Energy Center, a three unit generating
station

State Corporation Commission of the State of Kansas

Kansas City Power & Lf?ht Company

The Kansas Power and Light Company

Kilowatthour

La Cygne Steam Electric Station, & two unit generating
station

Megawatt

Nuc lear Requlatory Commission

Securities and xchange Commission

Wolf Creek Cenerating Station

«111-



ITEM 1. BUSINESS
GENERAL

The Company, a Kansas Corporation, is an electric utility which
generates, transmits, di‘tributes and sells electricity in the scutheastern
quarter of the State of Kansas including the Wichita metropolitan area. At
December 31, 1991, electric service was being provided to 258,707 retail
customers and to 27 communities and 12 other electric utilities at wholesale.
The Company owns no gas properties. At December 31, 1991, the Company h°d

1,208 employees.

During 1991, 37 percent of the Company's operating revenues were from
residential customers, 26 percent from commercial custowers, 29 percent from
industrial customers, and 8 percent from wholesale customers and other
revenues. During that period, 19 percent of industrial revenues were from the
petroleum refining industry, 13 percent from the aircraft manufacturing
industryS and 14 percent from the chemical industry (principally one
customer).

As a regulated utility, the Company does not have diiect competition for
retai) electric service in 1ts certified service area. However, there s
competition, based largely on price, between eiectricity and gas as energy
sources and from the generation, or potential generation, of electricity by
large commercial and industrial customers.

The Company competes with other utilities in the region for wholesale
sales. Service to wholesale customers is regulated by the FERC, The
Company's firm power sales to municipalities are not significant,

The Company's business is subject to seasonal fluctuations with the peak
period occurring during the summer. Approximately one-third of residential
kilowatthour sales occur in the third quarter. Accordingly, earnings and
revenve information for any quarterly period should not be considered as a
basis for estimating results of operation for a full year.

The Company has agreed to merge with and into & wholly-owned subsidiary
of KPL. Management's Discussion and Analysis of Results of Operations and
Financial Condition (Management's Oiscussion) and Note 11 of the Notes to
Consolidated Financial Statements include discussion of the merger.



OPERATING STATISTICS

Pubic street and Nighwary Iighting
Hetall
WO,

Totml KROWSTINOUNS S0k

Customerns at End of Yeur
e Tt
Commarcia
Inclustriad
Public stree! and highwary lighting
Retad
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(a) See Note 2 of the Notes 10 Consoiisted Financisl Statements for IMpact of rate refund oroers.
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GENERAL PROBLIMS OF THE INDUSTRY AND THE COMPANY

Electric utilities have Dbeen experiencing problems such as
a) controver:y over the safety and use of coal and nuclear power plants,
b) compliance with chan?ing environmental requirements, (c) long construction
periods required to compiete new qonnrltin? units resulting in high fixed
rosts for those facilities, (d) difficulties in obtaining timely and adequate
rote relief to recover these high fixed costs, (e) uncertainties in predicting
future load requirements, (f) cogeneration, and (g) the effects of changing
accounting standards.

The problems which most significantly affect the Company are the
(a) controversy over the =ate treatment, safety and use of wolf Creek,
(b) inability to market uncommitted power reserves, (c) the use, or potential
use, of cogeneration facilities by large commercial and industrial customers,
and (d) compliance with environmental requirements. See Management 's
Discussion and Notes 2 and 10 of the Notes to Consolidated Financial
Statements for additional information.

FUEL C'WPPLY
Fuel usage un a Btu basis has been as follows:

9 1% 198

Nuc lear 36.6% 44 6%
Coal 54.5 46.5

29.7%
54.1
Gas £
Total

The Coupanx anticipates fuel wusage to fluctuate with the operation of Wolf
Creek, which operates on an 18-month refueling and maintenance schedule. The
18-month schedule permits uninterrupted operation every third calendar year.

The Company's 1ong-term contracts to supply fuel for its coal- and gas-
fired generating units Jdo not provide the full fuel requirements at the
various statifons., The Company's long-term coal supply contracts contain
escalation provisions based upon the costs of production and transportation.
Fue! is procured on the spot market both to supplement the long-term contracts
and, at times when the price is favorable, to supply fuel in excess of
contract minimum requirements.

Nuclesr ' “~° unil <nsts in 1991 changed modestly from 1990. The

Company': «x it Cox: costs were unchanged in 1991 from 1990. Per unit
navutal >+ v U8 during 1991 decreased due to increased spot market
purchase: ges in fuel costs during 1991 were reflected in rates through

the ECA wpp ' sle to the Company's rate schedules (See “"Busine.: - Regulation
and Rates", ~.egal Proceedings” and "Management's Discussion and Analysis -
Rate Developments"”).



LOmpany

Nuc lear

The owners of Wolf Creek have hand under contract
yranium required for operation of Wolf Creek through the
balance is expected to be obtained through spot market and

ranium enrichment requirements for 1992-1966, 70 nercent for /-1

100 percent for 2002-2014. The balance of the 1997-2001 requirements
expected to be obtained through a combination of spot market and ontract
purchases. The decision not to contract for the full enrichment requirement!
is one of cost rather than availability of service. when terms in the sp
m ket are more favc able the owners of Wolf Creek will take advantage
that market to keen the total cost of nuclear fuel as low as practicable

ntractual arrangements are 1in place for 100 perce

-

ontractual arrangements are 1in place for the conversion of

granium o uranium hexaflucri
.

a5 well as the fabricatior of fuel assemblies to meet olf
requirements through 2014

16 L0 meet 0 Lreek's regquirements through

(VR

The Nuclear Waste Policy Act of 1982 has established
juidelines and responsibilities for the Department of Energy (DOE) to
and construct repositories for the ultimate disposal of spent fuel anc
leve! waste. The DOE has not yet constructed a high-level waste disposal s
and has announced that a permanent storage facility may not be in operatic
prior to 2010 although an interim facility may be available earlier. wo
‘"Pex contains an on-site spent fuel storage facility which, under current
regulatory gui delines, provides space for the storage of spent fuel
pproximately 20 years of operation while stil]l maintaining full core off-
capability. The Company believes adequate additional storage space An
btained, as necessary

N

coal requirements are purchased

and JEC burn low sulfur Wyoming coal

La Cygne 2 and JEC s obtained

and ;Qlj respectively. KCPL the operator

y purchases coa! for La Cygne 1 thr. .gh spot market

ort-term transactions. See Maregeﬂfrt $ Discussion -~ "Rate Development
ontract ett lements for discussion of long-term contract sett lement

3 - . ' " :
.ygne i and La Lygne ¢ 0 2Upp 1y Jpon Comp 1on OF test burns !

vil

for

| \ J re - » ‘ . vy
yuppliers and 04 sources g-term Tuel supp ategy ftor

¥ b3
1 ha a A d A . - an
~ Deé aqacpted aw | A3Ve




Gas

During 1991, 40 percent of the Company's gas requirements were supplied
under an intrastate gas contract which extends through 1998 with provision for
automatic one-year extensions thereafter unti! terminated by either party.
Under the contract, the Company is provided a firmm supply of natural gas
sufficient to generate 40-55 MW and additional gas on an “as available’
basis. The remaining reguirements were purchased on month-to-month and spot
market basis. See Legal Proceedings for information pertaining to litigation
concerning gas procurement.

REGULATION AND RATES

The Company is subject to the jurisdiction of the KCC, FERC, NRC and
certain other governmental regulatory bodies as to various phases of its
operation, including rates, service, accounting, safety and nuclear plant
operations, environmental matters and the issuance of securities.

The Company's retail and wholesale rate schedules include fuel adjustment
clauses which permit current billings of increases or decreases in fuel and
purchased power costs. On March 26, 1992, the KCC aporoved the elimination of
the ECA effective April 1, 1992, The fuel costs established by this agreement
include recovery of costs provided by previously issued orders relating to
coal contract settlements and storm damage recovery.

Management 's Discussion -~ "Rate Developments’ and Note 2 of the Notes to
Consolidated Financial Statements include further information concerning
regulatory matters.

ENVIRONMENTAL MATTERS

The Company is subject to state and Federal laws and regulations dealing
with 2"~ and water quality and other environmental matters. The Company
believes that 1{ts operations are 1in substantial compliance with state and
Federal laws governi such matters, Management's Discussion - ‘“Rate
Developments” and Note 2 of Notes to Consolidated Financial Statements include
further information concerning coal contract settlements.

The Company's coal-fired plants were constructed and are operated to
limit sulfur dioxide emissions. JEC was constructed with scrubbers and
precipitators, La Cygne 1 was built with scrubbers and La Cygne 2 was built
with precipitators. Low sulfur coal! is burned in JEC and La Cygne 2 and
combined with medium sulfur coal at La Cygne 1.

Stack tests at the LaCygne Station in 1989 showed both units were in
compliance with particulate and sulfur dioxide emission limits, but that La
Cygne | was not in compliance with opacity standards. Subsequent to the test
period, the unit was switched to a cleaner burning coal. A program was
undertaken to identify a long-term fuel source, operating practices and
equipment modifications necessary to assure the unit's compliance with the
opacity standard. The EPA has been advised of these actions.



In November 1990, the EPA provided notification that La ngne 2 had been
t

found in violation of the New Source Performance Standards as they ralate to
sulfur dioxide emissions. KCPL installed a continuous emission monitoring
system on the unit in July 1991, Following installation of the continuous
emission monitor, the unit has exceeded regulatory emission limits for sulphur
dioxide ou several occasions. KUPL has initiated a program to determine the
cause of the prob'»m and a plan to ensure sulphur dioxide emissions are within
regulatory limits

Clean Air Act amendment

The Clean Air Act Amendments of 1990 (the Act) reguire a two-phase
reduction in sulfur dioxide emissions effective in 1995 and 2000 and a
reduction of nitrous oxide and toxic emissions effective in 2000. A}l of the
Comgany's generating units are ?cncrally in compliance with the sulfur dioxide
requiremrnts of the Act. Continuous exission monitors have been installed on
all  coal-fired generati units. The cost to install monitors on the
Company's gas-fired gene iting wunits by January 1, 1995, will not be
significant. The nitrwus oxide and toxic limits, which were not set in the
law, will be specified in future EPA regulations. Until such time as these
regulations are prescribed, management cannot predict the impac’ on its
financial condition.



ITEN 2. PROPERTIES

The Company's active generating stations, owned or leased, all of which
are in Kansas, are as follows:

Accredited
Capability - MW
Name and Location :

w°i4 ertok, near Burlington 533
La 8ygno 1, near La Cygne 342
La Cygne 2, near La Cygne 320
JEC 1, near St. Marys 133
JEC 2, near S5t. Marys 135
JEC 3, near St. Marys 133

Subtotal 1,069
rdon Evans, Wichita 511
Murray Gill, Wichita 326

Subtotal 837

wict1ta, Wichita 3

Tetal active capability 342 mW

The Company's system capability in 1991 was 2,388 MW consisting of
2,442 MW of generating capability less 54 MW of firm capacity sales, which
includes an agreement for a 40 MW capacity sale through the year 2000.

The Company's maximum peak responsibility during 1991 occurred July 22.
On that day the peak demand of 1,751 MW plus 28 MW of firm sales to partial
requirements wholesale customers resulted in a peak nsponsibilitg of
1,779 M, with a reserve capacity of 609 M. The 1991 peak responsibility
increased 1 percent from the 1990 peak responsibil 'ty of 1,761 MW,

Through February 1992, the peak demand durin? the 1991-1992 winter season
was 1,195 MW, a | percent decrease from the 19901991 winter peak of 1,210 MW,
set in December 1990. The decrease in the winter peak resulted primariiy from
the mild weather from December 1991 through February 1992 compared to more
normal weather in the 1990-1991 winter season.

The Company has capacity availabie which may not be fully wutilized by
growth in customer demand for at least five years. The Company has been and
is attempting to market capacity and energy to other utilities. A MOKAN Power
Pool study indicates a need for additional generating capacity in the region
through the year 2000.



Extra capacity has resulted, in large part, from the Company's response
to the gas shortage of the 1970's which threatened to end the use of natural
gas as fuel for generation and from customer energy conservation. In the
esrly 1970's, the Company's generating capacity was natural gas fueled with
pil as a vackup. In the 1960's, the Company's gas suppliers warned that they
would not be able to meet the Company's future Yas needs. The natural gas
shortage became so serious that Congress, in 1978, banned the use of gas in
large utility boilers, including those of the Company after January 1, 1990.
With the easing of t.e¢ nat' al gas shortage, Congress, late in 1981, repealed
this 1990 deadline. By this time, the Company's construction of coal and
nuclear generating facilities had proceeded to the point where cancellation
was not economical,

In 1987, the Company completed a sale and leaseback of its 50 percent
intg~est in La Cygne 2. The base term of the lease expires in 2016, with
options to renew or purchase, The Company is responsible for 50 percent of
the unit's orerating costs and is entitied to 50 percent of the electricity
produced by the unit.

The Company maintains 15 interconnections with other public wutilities
which permit substantia) direct extra-high voltage interchange. It is also a
member of the MOKAN Power Pool, consisting of gl utilities 1in Kansas and
western Missouri. These utilities coordinate planning electric generation and
transmission facilities, share capacity margin requirements and interchange
electricity to enhance reliability of service and economy of operations. The
Company is also a member of the Southwest Power Pooi, the regional
coordinating council for electric wutilities throughout the south central
United States.

The Company owns a transmission and distribution system which enables it
to supply its service area. Transmission and distribution lines, in general,
are located by permit or easement on public roads and streets or the "inds of
others.

The Company also owns office buildings, a system control ceater, and a
number of service and other buildings in various locations. The awount of the
property leased by the Company, excluding La Cygne 2, is not material.

Substantially all of the assets of the Company, except transportation
equipment, are subject to the lien of the Company's Mortgage and Deed of
Trust, dated April 1, 1940, as supolemented.

CONSTRUCTION PROGRAM

The Company has adequate generating capacity to meet its needs for the
foreseeable future, Its construction program is focused on providing service
to new customers and improving present electric facilities. See “Management's
Discussion « Liquidity and Capital Resources."



ITEM 3. LEGAL PROCEEDINGS

In February 1987, Chevron U.S.A., Inc. (Chevron) filed an action 12 the
United States District C .rt for the District of Kansas against Kansas Gas
Supply Corporation (KGS), a natural gas cunplier of the Company, alleging a
failure to purchase contracted amounts of natural gas and to pay price
increases. In January 1988, KGS “iled a third party complaint agains? the
Company seeking recovery from the Company for any damages which Chevron may
recover from KGS. In July 1989, Barbara 0il Company (Barbara) and Pickrel)
Drilling Company (Pickrell) filed a similar action in the Barber
County, Kansas District Court against KGS. In September 198y, KGS filed a
third party complaint against the Company in this additional action. In both
cases, KGS alleges that it had obligated itseif to purchase gas for the
benefit of the Company, that the Company's dealings with it were not
consistent with reasonable standards of fair dealin? n the trade, that the
Company acted in bad faith an® that the Com.ny's actions constituted fraud.
XGS further alleges it was acting as an agent of the Company when contracting
for gas supplies. Managemen: has deniad the allegations nf KGS and believes
that it has, at all times, fulfilled its contractual obligations with respect
to the supplier, has acted in good faith and that KGS was not an agent of the

Company.

KGS has settled the claims of Chevron, Barbara and Pickrell, and is
seeking recovery of such settlement costs (approximitely $40 millior! from the
Company. On Fogruary 20, 1991, following a two-week jury trial of the third
party action against the Company regarding Barbara and Pickrell, a $5.3
million verdict (one-half of amount claimed) was returnec against the Company
in favor of KGS. On February 28, 1992, the Kansas Supreme Court affirmed the
February 1991 judgement against the Company regarding Barbara and Pickrell.
The Company has requested t“e Court to reconsider its decision, In the
opinion of management, adequate provision has been made for these clams.

The Company 1is involved in various other lega! proceedings. Wwhile the
resolution of these matters may have an additional impact on the financial
results of the year in which the matters are resolved, management believes
that their ultimate dis,.sitions will not have a material adverse effect wupon
the business or financial position of the Company.

In July and August,

. were against the ts directors, individually,

the Missouri Federal Court alleging that the Kansas Control Share Acquisition
Act and the Kansas Business Combination Statute are unconstitutional 2nd that
the directors and certain executive officers of the Company hag breached
certain fiduciary duties in connection with the July 23, 1990 KCPL tender
offer for all of the outstanding shares of the Company. The KCPL tender offer
was withdrawn in December 1990 and in May 1991 these suits were dismissed with
prejudice.

See Business - “Fuel Supply", Management's Discussion - “Rate
Developments” and Notes 2 and 10 of the Notes to Consolidated Financial
Statements for additional information concerning reguiatery and

legal proceedings.



ITEN 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matters were submitted to a vote of security heolders 1in the fourth
quarter of 1991,

Executive Officers of the Company at December 31, 1991

The following sets forth certain information with respect to the
Company's Executive Officers. All Executive Officers are elected by the Board
of Directors to terms which will expire at the organizational meeting of the
Board of Directors which next follows the Annual Meeting of Stockholders. No
family relationships exist between the below-listed . ficers.

Positions During Last 5 Years

Rame Age_ (Y
Wilson K, Cadman 64 Director, Chairman of the
Board & Presicent (1982)
Kent R, Brown 47 Group Vice President (1982
Richard M. Haden 52 Group Vice President (1904
James S. Haines, Jr. 45 Group Vice President (1985
Robert L. Rives 58 Group Vice President (1982
James T. Clark 51 Vice President - Accounting (1986)
Ralph Foster 63 Director & Vice President -
General Counsel (1979)
William 8. Moore 39 Vice President - Finance and

Treasurer since 11-1-90 and
prior to that Vice President -
Finance

LA B

AT TERS

MARKET FOR REG AKT '
AKD RELATED STOC. & LDER |

All preferred and common 7 *  “ividends paid in 1991 were fully taxable
to the recipients as income.

On Deceber 31, 1991, the book value of the Company's common stock was
$19.63 per share and the closing price ~n Uecember 31, 1991, as reported in

The Wall Sireet Journal, was $34.125 per share.

The Company's Automatic Dividend Reinvestment and Common Stock Purchase
Plan (Stock Plan) which permitted preferred and common stockholders to
automatically reinvest dividends and/or invest optional cash payments will be
terminated upon ~omnletion of the nmerger. See Management's Discussion -
"Merger Agreement” and Note 11 of the Nutes to Consolidated Financial
Statements.

The Company's common stock will be delisted by the New York Stock
Exchange and the Pacific Stock Exchange upon completion of the merger.

Additional information called for by this item is set forth after Note 13
of the Notes to Consolidated Financial Statements.
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ITEM 6. SELECTED FINANCIAL DATA
... RS ...l . S ... . A ... SRR ...
L+ 1aling revenues (000) $ 584968 § 586641 § 6533533 2§ 526220 8§  LI43%
Net income (000) $ 53802 8 64174 & 47482 3 7183 8 72322
£ arnings applicable 1 common stook (000) $ 2 * 63363 3 w672 8 6362 8 4,846
Average shares of
common s1ock outstanding (000) =" 31,673 34,280 % 198 40,523
Common stock per share data
Eamings s 170§ 200 8 13 § 21§ 172
Cash dvidends s 172 % 172§ 163 8 1.51 ) 138
indicated year—end dMdend rate (anualzed) s 172§ 172 8 172 8 1600 § 148
Market value— end of year £ 125 3 2700 § 23375 % 27 8 19.25
Book value (MoOdy 3 net
tangibie asseia; — end of yea: 1 196 3 1965 % 1950 § 978§ 19.21
System capability (MW) 2,388 2,387 2.380 2376 2309
System peak responsibility (MW} 1,779 1,761 1,668 1,677 1,653
Reserve capacity (MW) 50e 626 812 oy 746
Average use per residential cusicme: (AW 10,219 9,851 9,248 8,726 9,314
Average price per residential kWh 840 ¢ 845 ¢ 892¢ 901 ¢ 802¢
Numbai of customers at end of year 258,748 256,218 254,810 251,849 249 870
Long -te'm debt (000) $ 850,851 $ 824424 § 728537 § 772548 $ 1016006
Total utitty plant — net (000) $ 1853937 § 1858057 § 1674814 § 1897828 § 1926536
Total assets (000) $ 2350546 § 2348862 § 2363068 § 2420872 § 2553472

{a) See Note 2 of the Notes 1o Consollidated Financial Statements 1or impact of rate refund oraers
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MARAGEMENT 'S DISCUSSION
AND FI .T.'TT‘“'?'%']“ (.

In October 1990, the Company's Board of Directors approved an Agreement
and Plan of Merger (the Merger Agreement) with The Kansas Power and Light
Company (KPL), a hansas corporation and KCA Corparation (KCA), a wholly-owned
subsidiary of KPL, providing for the merger of the Company with and into KCA.
The Compan%, KPL and KCA subsequently executed the Merger Agreement.
Following the merger KCA will change its name to Kansas Gas and Electric

Company .

Pursuant to the Merger Agreement, 56.25% of the shares of the Company's
Common Stock outstanaing at the merger date will be converted into the right
to receive KPL Common Stock at a conversion ratio (defined as the number of
shares of KPL Common Stock issued for each share of the Company's Cummon
Stock) equal to $32 divided by the Average KPL Price (defined as the average
of the closing prices of the KPL Common Stock as reported on the New York
Stock Exchange Composite Tape on each of the fifteen consecutive trading days
preceding the fifth trading day prior to the consummation of the merger{;
proviued that the conversion ratio will become fixed at 1.6 shares when the
Average KPL Price falls beiow 320 per share and 1.347 shares when the Average
KPL Price rises above $23.75 per share. The amount of cash to be paid in the
merger will be $434 million, so if holders of more than 43.75% of Company
common stock elect to receive cash, shareholders electing to receive cash wiil
also receive KPL common stock. Likewise, if holders of more than 56.25% of
Company's common stock elect to receive KPL common stock, shareholders
electing to receive KPL common stock will also receive cash. Preferred
shareholiders of the (.mpany will receive in cash plus accumulated dividends,
if any, $110 for each share of 4-1/2% Preferred Stock; $101.64 for each share
of 4.32% Preferred Stock; and $101 for each share of 4.28% Preferred Stock.

The merger was approved by the shareholders of the Company and additional
KPL common shares were authorized by KPL sharehclders at special meetings in
March 1991. Approvals of the merger were received from the FERC and Missouri
Public Service Commission in Seplember 1991, the KCC anad NRC in November 1591
and the Securitiss and Exchange Commission in February 1992. Significant
conditions affecting the Company, among others, imposed by the KCC in its
order on the merger are:

. Rates are frozen until August 1995,

- Refunds to customers were ordered totalling $32 million to the
combined companies' customers in order .c share the merger-related
cost savings with customers during the rate moratorium.

. A mechanism was approved to share equally, between the combined
companies and their customers, the cost savings generated in the
merger in excess of the revenue requirement needed to allow recovery
of the awortization of a portion of <the acgnisition adjusiment,
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including income tax, paid for the Company's common stock up to
$29.50 per share on a dollar for dollar basis from savings
genrerated. The order provides an amortization period of 40 years
commencing in 1995 for the acquisition adjustment,

- A separate groceeding to eliminate the ECA is required (See “Rate
Developmerts"

Clasing of the merger with KPL previously announced to occur on or about
March i6, 1992, was delayed pending analysis of an unexplained noise reported
at Wolf Creek on February 28 and March 16. The closing date will be set when
the companies are satisfied that Wolf Creek is operating sati-‘factorily and
serving customers. Cee "Other Matters -- Noise Reported at Wolt Creek".

The license transfer approval received from the NRC and (PL's merger
financing arrangements require the merger to occur on or before March 31,
"192. Extensions of these dates have been requested and are anticipated to be

ceived,

Conduct of Business Pending the Merger

The Mcr?er Agreement places certain restrictions on the conduct of the
Company's business pending consummation of the merger. Without prior written
consent of KPL, the Company is restricted from, amony other things, (1)
issuing securities with the exception of borrcwings in the normal course of
business under short-term debt facilities and the Company's existing long-
term agreements, (i1) acquiring, selling, or otherwise disposing of an
capacity, (iv) purchasing or disposing of additional capacity, and (v{
transmitting any electrical power or energy over another party's lines or
becouini obligated to ailow another party to transmit any power or energy over
KG&E's lines, other than in the ordinary course of business. The Company does
not expect these restrictions to adversely affect its ability to conduct
business.

RESULTS OF OPERATIONS
Earnings and Dividends

Earnings appli-able to common stock (earnings) were $53 million in 1991,
$63 million in 1990, and $47 million in 1989. Significant items decreasing
1991 earnings were a provision for various claims and legal matters (See Note
10 of MNotes to Consolidated Financial Statements for additional information
regarding lega) matters), increased maintenance expenses at two of the
Company's generating units over the 1990 level, and increased property taxes.
The earnings decrease was offset, in part, by increased retail revenues and an
increase 1in other income and deductions. The earnings increase in 1990 was
the result of increased retail kilowatthour sales, reversals of previously
recorded KCC ordered refunds and reduced interest expense. Certain items
offsetting the 1990 earnings increase were expeuses of th2 Company's response
to the unsolicited tender offer by KCPL, recognition of an investment loss,
expenses for the scheduled refueling and maintenance ou::ige at Wolf Creek and
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expenses to restore service after March and June storms. Mild weather, KCC
ordered refunds, elimination of phase-in revenue accruals and amortization of
phase-in revenues contributed to the 1989 earnings decrease of 330 million,
Increased sales to wholesale customers, a retail rate increase effective
January 1989, and reduced operation and maintenance expenses partially offset
the decrease.

Due to elimination of the ECA on March 26, 1992, future changes in fuel
cost and mix of fuel will have a uirect impact on Company earnings,

The Company's return on average common equity was 8.7 percent for 1991,
10.0 percent for 1990, and 6.9 percent for 1989.

Earnings per share of common stock were $1.70 in 1991, $2.00 inr 199C, and
$1.36 in 1989. The reduction in average shares outstanding resulting from the
Company's purchases of its common stock that began in 1987 and was completed
in 19;0 has provided annual increases in earnings per share of approximately
15 cents in 1990 and 8 cents in 1986.

Dividends paid per share of common stock were $1.72 in 1991 and 1990, and
$1.63 in 1989, a 12 cent increase over 1988.

Operating Revenues and Sales

Operating revenues were $595 million ir 1991, $587 million in 1990, and
$534 million in 1989, The 1991 oreraving revenue increase results from
weather related additional retail kilowatthour sales and the recovery through
rates of increased fuel and purchased power expenses. Future operating
revenues may be affected due to elimination of the ECA (See "Rate
Developments"). Reversing two KCC ordered refund: previously recorded in 1989
increased 1990 operating revenue by approximately $15 million. Reversal of
the refunds is discussed under Rate Developments. The remainder of the 1590
operating revenue increase results primarily from revenues due to increased
retail kilowatthour sales and the recovery through rates of an $8 mill‘on
increase in fue)l expense. Operating revenues for 1989 compared *to 1988 were
affected by a $15 million increase in wholesale revenues, a $29 million rate
increase effective January 1989, lower retail sales which reduced revenues Dy
an estimated $16 million primarily as a result of cool summer weather, the
refunds noted apove totaling $15 million and a $5 million reduction in fuel
expense which flowed through revenues.

Retail kilowatthour sales in 1991 increased 3 percent from 1990. The
weather related sales increase was fairly equal among the customer classes.
Retail kilowatthour sales in 1990 increased 5 percent from 1989 sales which
were less than | percent below 1988 sales. Weather was the most significant
factor affecting 1990 sales just as it was in 1989. The 1990 summer weather
was slightly above normal compared to 1989, when Kansas experienced the
mildest summer weather in 20 years. Residential sales 1increased 8 percent
over 1989, commerciz. sales increased 5 percent, and industrial sales
increased 4 percent.

wholesale kilowatthour sales for 1991 decreased 31 percent compared to

1990. The decrease was due primarily to reduced availability of generating
units for scheduled maintenance. Wholesale sales for 1990 decreased 18
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percent compared to 1989 which had a 77 percent increase over 1988, A short-
term power sale agreement with a neighboring utility durigg 1989 is the
primary reason for the 1990 decrease from 1989 and the 1989 increase from
lgw.

Operating Expenses

Fuel and purchased power expenses for 1991 increased $6 million over
1990. The increase was due to additional purchases of power and increased
generation by gas-fired generating units while Wolf Creek and La Cygne 2 were
unavaiiable due to scheduled maintenance. Fuel and purchased power expenses
for 1990 increased $8 million over 1989, The increase was due to additional
purchases of power and increased generation of electricity by Joal-fired
generating units while Wolf Creek was unavailable during a scheduled refueling
and maintenance outage. The 1989 fuel and purchased power decreased by §5
million from 1988, primarily because Wolf Creek was not down for refueling and
maintenance in 1989.

Other operation and maintenance expenses in 1991 increased $10 million
from 1990. The increase was primarily the result of increased expenses for a
major overhaul at La Cygne 2 and a refueling and maintenance outage at Wolf
Creek. Expenses related to the KCPL tender offer and the merger with KPL
included in other operations decreased 33 million from 1990. The decrease was
offset by increased employee costs, primarily medical and employee benefit
expenses. Other operation and maintenance expenses in 1990 increased $20
million or 11 percent from 1989. The increase was due primarily to $8 million
for a scheduled refueling and maintenance outage at Wolf Creek, §7 million for
expenses related to the Company's response to the unsolicited KCPL tender
of“r and the merger with KPL, $2 million for the March and June 1990 storms
and $1 million for increased maintenance expenses as a result of an overhaul
at La Cygne 1. The 1989 other operation and maintenance expenses decreased by
$7 million from 1988, primarily as a result of there being no refueling and
maintenance outage at Wolf Creek during 1989.

Other taxes in 1991 increased primarily due to increases in property tax
assessment and mill levy rates.

The $11 million increase in income taxes in 1990 resulted primarily from
increased operating income before taxes.

Other Income and Deductions

The Company has purchased corporate-owned |ife insurance policies on
ce - ain of its employees. The $2 million increase in 1991 from 1990, the $4
miliion increase in 1990 from 1989 and the $2 million increase in 1989 from
1988 in the corporate-owned life insurance - net, result from an increase in
the cash values net of applicable expenses on these policies.

Income from short-term investments ‘- 1990 decreased $5 million from
1989, which had decreased by $11 millicn from 1988. Proceeds from the sale of
short-term investments have been used to purchase the Company's common stock
and retire high-coupon debt. In 1991, the Company used the remaining short-
term investments, therefore future investment income will be minimal,
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A provision of $12 million was recorded in 1991 misce)llaneous - net with
respect to varfous clains and legal matters. (See Note 10 of the Notes to
Consolidated Financial Statemants.)

Miscellaneous - net reflects the write off in 1990 of $6.6 million of
Drexe] Burnham Lambert Group Inc. (Drexel) commercial paper following the
bankruptcy of Drexel. (See Note 10 of the Notes to Consolidated Financial
Statements).

In January 1990, the Company increased its ownership in CIC Systems, Inc.
to 8" percent, CIC is developing PowerStat, a prepay metering system. The
Company recorded a 3i million charge (included in Miscellaneous - net) in 1991
and a $3 million charge in each of the years 1990 and 1989 representing the
annual net losses incurred by CIC during the development and testing of the
system.

Interest Charges

Interest charges decreased by $1 million in 1991, $8 million in 1990 and
$9 million in 1986. The 1991 decrease reflects lower interest rates.
Approximately $6 million of the 1990 decrease resuits from retiring the $100
million 13.5% Series First Mortgage Bonds in March 1989 and redeeming the
$18.1 million 16% Series First Mort?age Bonds in December 1989. The balance
of the interest charge decrease results from the lower interest rates on the
Company's $328 millicn of variable rate debt and reduced interest expense of
$2 million associated with reversing the KCC ordered refunds. The 1989
decrease results primarily from the retirement of the $100 million 13.5%
Series First Mortgage Bonds in March 1989.
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LIQUIDITY AND CAPITAL RESOURCES

Capital Resources Available

The Company has authority from the FERC to uwake short-term borrowings up
to $250 million.

The Company has the following bank facilities available:

. At December 31, 1991, the Company had short-term bank lines of
credit totaling $65 million, all of which was available.

. At December 31, 1991, the Company had $38 million outstanding in
unsecured bank borrowings.

. The Company has a long-term revolving credit agreement totaling $150
miilion a{l of which was utilized at year-end. The loan agreement
current ly axtends through Octcber ]19%4. The agreement may be
extended until 1995 and may be repaid priocr to its expiration date
without penalty.

. The Company has a long-term agreement that expires in 1995, which
contains provisions for the sale of accounts receivable and unbilled
revenues (receivables) and phase-in revenues up to a total of (180
million. Amounts related to receivables are accounted for as sales
while those related to phase-in revenues are accounted for as
collateralized borrowings. At December 31, 1991, the Company had
receivables amounting to $58 million which are considered soid and
borrowings related to phase-in revenues of $36 million.

The Company has entered into interest rate swap agreements to reduce the
impact of changes in interest rates on its variable rate debt. At
December 31, 1991, the Company had interest rate swap agreements totaling $190
million associated with short-term debt, the revolving credit agreement and
borrowings collateralized by phase-in revenues. See Note 6 of the Notes <o
Consolidated Financial Statements fcr additional information.

In 1986, the Company purchased corporate-owned !ife insurance policies on
certain of its employees. The annual cash outflow for the premiums on these
policies from 1989 through 1992 is approximately $27 millien. In 1993, the
Company will be able to increase its borrowings against the accumulated cash
values of the policies. See Note 1 of the Notes to Consolidated Financial
Statements for additional information on the accumulated cash surrender
value. After 1993, the borrowings are expected to produce annual cash
inflows, net of expenses, throu?h the remaining life of the policies.
Borrowings against the policies will be repaid from the death proceeds.

In 1990, the Company completed the common stock purchase program begun in

1587. Ter million shares were purchased, representing a 24 percent reduction
of the 41 »illion shares outstanding as of October 1987.
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Capital Requirements

The Company has adequate generating capacity to meet its needs for the
foreseeable future. Its construction program is focused on providing service
to new customers and improving present electric facilities. The five-year
construction program through 1996, including nuclear fuel, 1is estimated to be
$400 million, which does not include $20 million for allowance for funds used
during construction for the five years,

First mortgage bond maturities and sinking fund requirements through 1996
are $17 wmillion. The Company =axpects the capital requirements to be met
generally with funds internally generated from operations. The Company will
consider issuing long-term debt to refund outstanding short-term debt to take
advantage of favorable long-term interest rates. Borrowings against the
accumulated cash surrender values of the corporate-owned life insurance
policies are expected to he used in the repaguont of the Company's existing
long-term sgreements that are due to expire by 1995. Such agreements had $186
million - . standing at December 31, 1991.

RATE DEVELOPMENTS
Interim Rate Refund

In February 1990, the XCC found that $8.7 wmillion of the Company's
Jan:zary 1989 $29 million rate increase should be refunded with interest. A
reserve for the ordered refund was established for 1989 which reduced revenues
by $8.2 million and increased related interest expense by $0.4 miilion. Prior
to payment of the refund, the Kansas Court of Appeals overturned the KCC
ordered refund. In September 1990, the Company reversed the previously
recorded reserves. The effect was to increase revenues and reduce intersast
expense in 1990 by the amount of the 1989 reserve. This increased 1390 net
income and earnings by $5.3 million and earnings per share by 17 cents.

Cost of Service Audit Appeal

The Februarz 1990 KCC order also found that beginning May 8, 1990, the
Company's rates should he reduced by $8.7 million. A full stay of the order
was received pending ihe cutcome of an appeal. The Company was denied a
rehearing by the KCC and lost its request for judicial review to the Kansas
Court of Appeals in September 1990. The Company appealed the Court of Appeals
rulin? to Kansas Supreme Court and the United States Supreme Court. Both
sppeals were subsequertly deniea.

In August 1290, the Company filec with tne KCC a Motion to Reopen the
record to recognize its July 2, 1990, peak demand as the basis for eliminating
the rate reduction ordered by the KCC from July 2, 1990 forward. In June
1991, the Company filed with the KCT a Motion to Stay the effective date of
the KCC order regarding the reduction in rates pending reso'ution of the
Company's Motion to Reopen. In July 1991, the KCC granted the Company's
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Motion to Reopen the record and ordered a refunu of approximately $1.2 million
of reveaues plus $0.1 million interest for the period May 8 1990, through
July 1, 1990, In September 1991, the KCC ordered the Company to refund $5.6
million of revenues plus $0.6 million in interest for the period July 2, 1990,
through January 31, 1991. These refunds have been made. The September 1991
order maede rates permanent an¢ because the (ompany had previously recorded
reserves totailing $10.8 million, the excess reserves of $3.3 million were
reversed in September 1991,

Refueling Outage Appeal

In February 1990, the KCC issued an order which found that the sci.r
sched. led refueiing and maintenance outage at wolf Creek was extended from 49
to 101 days and foliowed by a 26-day forced outage due to imprudent
management., The KZC found the extension of the outage inc.eased fuel costs by
$6.9 million and ordered that amount plus interest to be refunded. A full
stay of the order was received pending the outrome of an appeal. In 1989, the
Company established a reserve which reduced revenues by $6.9 million and
increased related interest expense by 31.3 million for a refund of the fuel
costs incurved and collected in 1967 and 1988. In June 1990, the Court of
Appeals ruled the KCC engaged in retroactive rate making, which is prohibited
in Kansas, when ‘¢ did not calculate the refund according to the terms of the
approved fuel clause tariff., The Court of Appeals remanded this cise to the
KCC with cirections *o calculate the refund, if any, based upon the approvad
tariff. In December 1990, the previous .y recorded reserves were reversed.
The effect was to increase 1990 revenues by ¥6.9 million and reduce interest
expense by $1.3 million, which increased net incowe and earnings by $5 million
and earnings per share by 15 cents. In September 1991, the KCC issued an
order closing the docket without a refund.

Coa! Contract Settlements

In March 1990, the KCC issued an order allowing the Company to defer its
share of a 1989 coal concract settloment with Pittsburg and Midway Coal Mining
Company amounting to $22.5 million. The settiement resulted ‘n the
termination of a long-term coa! contract. In June 1991, the KCC permitted the
Company to recover this settlement &as fullows: 76 percent of the settiement
plus a return through the Company's ZCA through 2002, the remaining term of
the terminated contract, ana 24 percent to be amortized to expense with a
deferred return equivalent to the carrying cost of the asset which is recorded
as a deferred regulatory asset.

In February 1991, the Company paid $8.5 million to settle a coal contract
lawsuit with AMAX Coal Company, and recorded the payment as a deferred
regulatory asset. In July 1991, the KkCC approved the recovery of the
settlement plus a return eguivalent to the carrying cost of the asset, through
the ECA through 1996, the remaining terw of the terminated contract.



Storw Damage Recovery

In October 1990, the Company asked the KCC for approval of a plan to
recover the cost of storm damage primarily from the March 13 anu June 19, 1990
storms. proximately $15 million of capital expenditures were incurred.
These costs have been included in the Compaay's electric plant accounts.
Other costs of approximately $3 million, et of approximately $1 million
expected to be recovered through insurance, w./e¢ also incurred and were
expensed in 1991. In May 1991, the Company amended this request to include
the estimated $5 million of capital expenditures associated with an April 1991
storm. In November 1991 and January 1992, the KCC approved the deferral and
recovery of the capital expenditures of the 1990 and 1991  storms,
respectively, as well as carrying charges on the amounts. Recovery of the
amounts previously expensed w~as denied.

Elimination of the ECA

On March 26, 1992, the KCC approved the elimination of the ECA effective
April 1, 1992. The fuel costs established by this order include recovery of
costs provided by previously issued orders relating to coal contract
settlements and storm damage recovery discussed above.

OTHER MATTERS
Postret irement Benefits Accounting Standard Released

The Financial Accounting Standards Board has issued Statement of
Financial Accounting Standards No. 106, JBmployers’  Accounting for
Postretirement Benmefits Other Than Pensions. The Company plans to adopt this
statement in 1993, This statement will require accrual of postretirement
benefits during the years an employee provides services. The costs of these
benefits, which generally relate to health care benefits for early retirees up
to age 65, are currently expensed on a pay-as-you-go basis. These costs were
$2.1, $1.3 and $1.2 million in 1991, 1990 and 1989, respectively. The
increase in 1991 was caused by the voluntary early retirement program in
1990. The impact of this new standard has not been fuI{y determined. Except
for the effect of the recently announced special retirement and voluntary
separation program, management estimates the change will not result in
significantly greater expense than recognized in 1991 for these benefits. See
Note 8 of the Notes to Consolidated Financials Statements for additional
information.

Income Taxes Accouniing Standard Released

The Company adopted Statement of Financial Accounting Standards No. 96,
Accounting for Income Taxes (SFAS 96) 1in 1987. SFAS 96 will be superseded
by SFAS 109 issued in February 1992, effective for the Compa~y's year ended
December 31, 1993. Management believes that adoption of SFAS 109 should have
no significant effect on the Company's financial statements.
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Clean Air Act Asendment

The Clean Air Act Amendments of 1990 (the Act) require a two-phase
reduction in sulfur dioxide emissions effective in 1995 and 2000 and a
reduction of nitrous oxide and toxic emissions effective in 2000. All of the
Company's generating units are generally in compliance with the sulfur dioxide
requirement of the Act. Continuous emission monitors have been installed on
all coal-fired generatinq units. The cost to install monitors on the
Company's gas-fired generating units by January 1, 1995, will not be
significant., The nitrous oxide and toxic limits, which were not set in the
law, will be specified in future EPA regulations. Until such time as these
regulations are prescribed, management cannot predict the impact on its
financial condition.

NRC Fines Wolf Creek

In February 1992, the NRC imposed a $150,000 fine on Wolf Creek resu'ting
from concerns with testing of motor-operated valves. Motor-operated valves
are designed to be opened or <closed automatically under various
circumstances. The problem resulted from concerns igentified by wolf Crozk
employees in February and May of 1991 that were not acted on until the
refueling outage in the fourth quarter of 1991, Valves were analyzed or
repaired prior to the urit returning to service in January 19%2. The valve
testing program caused the 1991 refueling and maintenmance outage to be
extended by approximately 49 days.

Noise Reported at Wolf Creek

Wolf Creek was shut down for maintenance February 19, due to the failure
of an integrated circuit card in a power supply system. Wolf Creek used the
outage to replace the failed card and perform other maintenance tasks.

On February 28 as the plant was heat'ng up in preparation to restart, an
unexpected noise was reported by personnel in the containment building.  Upon
inspection of the reactor and related equipment no damage was found. The NRC
was informed of the noise. Analysis and inspection suggested that clearances
on certain of the reactor coolart system pipe restraints were not adequate to
allow smooth expansion as the piping heated up. Several pipe restraints were
found to have moved from their design position, which could have caused
interference with other supports as the system expanded during heatup.

After realigmment of the restraints the plant was heated to normal
operating temperature, On March 16, the noise was hea-. and recorded by
additional instrumentaticn that had been installed to monitor the ~lart
following the February 28 noise. Analysis of the data indicated insufficient
c;earances on pipe restraints called saddle blocks as the most !ikely cause of
the noise.

Subsequent heatup of the unit on March 23 was successfully accomplished
without the noise or other difficulty. The noise events caused no damage and
had no safety consequences. The NRC accepted the anaiysis of the cause of the
noise and gave its concurrence to restart the unit on March 26. On March 27,
at 10:33 a.m. the plant began producing power.



MANAGEMENT STATEMENT OF RESPORSIBILITY FOR FINANCIAL STATFMENTS

The management of Kansas Gas and Electric Company is responsible for the
consolidated financial statementy, the financia! statements schedules, and
other information in this report The accompanying consolidated financial
statements and finan ial statement schedules have Leen prepared by management
in accoraance with generally accepted accounting principles. The accounting
system is in accordance with the Uniform System oV Actounts prescribed by the
Federal Energy Regulatory Commission and tne State Corcoration Commission of
the State of Kansas.

The integrity of the accounting recoris is upheld by a comprehensive
system of internal accounting controls, monitored on a raqular basis Dby the
internal audit staff of the Company. This system is comp!smented by a set of
accounting policies and procedures which provide the necescary guidarce needed
to institute effective internal control.

The Board of Directors maintains its oversight responsibility through an
Audit Committee, consisting of three outside firectors. The Committee meets
with management, the internal auwiitors, and the independent auditors ..
connection with its review of matters reiating to tne Company's financia
reporting; the Company's internal audit procram; the Company's system
internal accounting controls; and services of the independent auditors. The
Committee meets with the auditors without management present in order to
assure independent treatment of cuatters brought to its attention. The
Committee also recommends to the Directors the selection of independent
auditors.

E. D. Prothro
Controller and Assistant Secretary

Wichita, XKansas
March 6, 1992

N
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INDEPERDENT AUDITORS' REPORT

To the Stockholders and the
Board of Directors of
Kansas Gas and Electric Company:

We huve audited the consolidated financial statements of Kansas Gas and
Electric Company and Subsidiar{ listed in the accompanying table of
contents. Our audits also inciuded the financial statement schedules listed
in the accompanying table of conteits. These financial statements and
financial statement schedules are the responsibility of the Company's
management. Our responsibility is to express an opinion on these financial
statements and financial statement schedules based on our audits.

We conducted our audits in accordance with generally accepted auditing
standards. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free
of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial

statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the
overal]l financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

in our opinion, such consolidated financial statements present fairly,6 in
all material respects, the financial position of the Company and Subsidiary
as of December 31, 1991 and 1990 and the results of their operations and
their cash flows for each of the three years in the period ended December
31, 1991 in conformity with generally accepted accounting principles. Also,
in our opinion, such financial statement schedules, when considered in
relation to the basic consolidated financial statements taken as a whole,
present fairly in all material respects the information shown therein.

DELOITTE & TOUCHE

Kansas City, Missouri
March 6, 1992
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CONSOUIDATED STATEMENTS OF INCOME

For the Years Enced Decenber 31

Operating Revenuss (Now 2)

L
o

. - 1980 1888
$ 594968 3 58641 § 53953
115,563 107 068 99 096
148,012 141 644 128472
14
314 809 297 954 270,335
75,115 73,580 72,088
17,548 17 544 17,545
2878 24,833 13,827
38,540 33,434 32,438
.. AG8.885 - 205938
_ 126,083 198286 127586
3,147 <827 9,139
4,815 2,768 (752
(12,844) (13,179 (5,907)
6921 8917 | %1
1,899 433 3741
a2 _isne 131,398
59 788 50,263 65,772
Je882 6212 —l8071
74,320 78,538 83 843
53 602 64 184 47 493
L. i a1
g 52781 $ 83 0§ 46672
31,001 nen 34 260
g 1.70 g %m g 1.26



CONSOLIDATED BALANCE SHEETS

Decamber 51

ASSotS

Electric Plart - at Original Cost (Notes § anc 12)
Plart in service

L 888 acc. MUlEIed Jepreciation

Nét plam 11 service

CONSIMUCEon work in progress

Electne plant nekd for future use — nat
Nuciesr fusl - nat

Totnl ety Diant — nat

Other Proparty and investoeets
Special deposits
Decommissoning trus. (Now 10)
Othey

Total other Droperty and INvestments

Curren: Assets
Caat and cash aQuivalents
Shor - e INvessments
ACCOUTS reCHivabie andc untiled reven. a8 - nat (Now 6)
Fosall fusd —~ at average cost
Materiais 40 SUDDies ~ & averege cost
Prapayments anc Oher Cumant aseets
Totai CLIment assets

Defe:ved Dehits and Othar Assets

Daferao reguiatory cssets (Now 2

Phase - in revenues "ow 2
Corporam-—-ownad iife insurance — net (Noms 7)
Other

Towi ceferrad C'abits and Othsr aseets

Totad

Capttaitzaticn and Liabifftes

Capitaiization (See Consofidated Statwresntr of Caphmitration)

Curment Liabilities
Short-—tern bomrowings (Now 3
Securities due within one yesr A\oe §)
AcCoums payabie
Ratail refunds (Note 2
IrereNt accru X
Taxes accrue .
Customers’ dsposits
Total currer liadiities

Deferrec Cradits and Other Lisbiiities
Defscrec inoome wxee (Nom 9)

Deferrad investment tax cradits Now 9)

Deferrad gain from sale— esseback (Nom 7)
Accumuiated provision for decom missioning (Nomw 10)
Total deferred craciits and other llabilites

Commitments and Contingencies (Notes 10 and 17)
Total

See notes 1 consolicated frnancial statements.

o e e i S

) N 1990
(Thousands)

$ 2482319 $ 2.428 561
. 504338

1,807 088 1,824 223
13612 14,760

6 640 6,529
28599 12545
1,883,937 1858067
522 13,788

4 064 4 880
8,412 7,384

. lagss —1
2,378 7.971

it 21 664
12,804 13,240

18 668 2,299

28 860 27 088

- X 10,750
— K 103018
168 998 144 507
114,039 131,584
107,062 ™.307
2. 68 BN
__A11.254 361,737
$ 2,350,548 $ 2348882
1,478,1 § 1482265
37,800 30 000

218 57,203

80 478 66,000

el 6,307
13,718 165,411
18,648 14 659
— 2998
183,982 .193.573
334 5323 312,558
78,170 75 461

281 281 290 902
5,954 4 880

20 19228
718,412 703,024

3 2,350,546 32048862



CONSOLIDATED STATEMENTS OF CASH FLOWS

For the Yee'® Ended Decembe 31
Increass (Decransa) in Camn an Cash [guivelents

Cast Flows from Opersting Activities
Net income
Agjusiments K 1BCONCHS Net INCOMe 10 NE! CASN DIVIdud:

AmOrZation of Gain from Saie— eeseneck
Irve g nent wrie—off (Nom 10)

Othar — net

Changes In current asasts and lialities:
Accounts receivabia and unbilind revenuen -

Accounts payable and retall refunds
Interast anc UDEms acrued

Other current labiiites

Net cash provided Dy opersting activities

Cash Fiown from Financing Activities
Proceeds fron:
ISSUANCe Of COMIMON SIck
lssuane of first morngage bonas
Revoiving credit agreement
Spscial deposits — nat
Other long~ term dedt

SOMOwINgs against casn surmendar value of life insurance policies

Shon - term DOmowings:
Proceads - maturities over thrae months
Recempions ~ MaEturities over Tues momrs
Maturities three months or oss - Nt
Redamptions of:
First mongage bonds
Revoiving cradit agreemeant
Other long—term dedt
Deferad financing costs
Purchases of treasury Sock
Dividencsa paic!

Net cash used in Inancing activities

Cash Fiows from investing Activties
ACGINONS 10 SleCTiC Pl
Corporate—owned e Insurance policies
Purchase of Short-- 18N Fvestments
Drawdown of Shor - I8 INvVessTies
Other investments

Net cash provided by (used in) invesiting activities
Met incresse (Decrease) in Cash and Cash Equivalents
Cash and Cash Equiveients at Beginning of Year
Cash and Cash Equivalents at End of Yeer

566 notes 1 consolicated financial statemennts.

1991 19890 1989
(Thousanas)
$ 53602 $ 64184 $ 47483
81,129 78 483 78 204
2816 4 D48 9918
708 ‘308 (1,748)
17,548 17,544 17 548
(11,9€3) (10,003) 8,112
(8,500) - (22.500)
9, “1) (9,640) (9.627)
6,632 -
3,0‘7 3,080 10,492
348 13,588 6,972
4 948 1.728) &71)
8,169 (18518) 2327
1,296 955 (6,692
102 (174) (698)
144483 1498® 0850
N 248 154
323 408 - -
150,000 90,000 -
13,283 (280 2.041
44 581 90,000 -
3,580 3,800 2,130
110,000 95,000 128,000
(120,000) (150,000) (50,000)
17 600 (56 400) {5.300)
(57 000" - (118,100)
(70,000) (20,000} {30,000)
(421,622 (5 127 (180)
(8,508) =
2 (_54’53) (17912
_[54143) (85116 __(5672)
(6859 (72.388) [148,387)
(74,348) (62.768) (56,776)
(27 ,348) (@7 407) (28,348)
(742 (524) 7,332
22,087 28,300 115,643
(1,142) . [3,786)
(B1, 484\ T2841) 19,421
(8.,583) 4799 1,384
797 3,172 1,788
i L9 LR



CONSOULILATED STATEMENTS OF CAPITALIZATION

Necamber 31

GCommon Swock Equity

(See Consolicated Stetements of Common Stock Equity)
Common SIock, without par value, aumortzed 50,000,000 shares

REEINGC samMiNgs

Other paid—in capial
Subrs

Treasury SIOCk, &t cost
Total common SICK equity

Cumuiative Prefarred Stock Note 4)
Redemption not requined:
4~ 1/2%, $100 par vaiue,
authorized and outstanding 82,011 shares
Sertal, $100 par value; authorized 255,000 shares:
4.32% senes, outstanding 60,000 shares
4.28% serias, outstanding 45,000 shares

Total cumulatve prafemed s -
Long~Termm Debt (Nots &)
First Mongage Bonas:
Seres Due
4-58% 1981
16.08% 1981
14-1/8% 1981
5-5/8% 19686
5~7/8% 1987 - 2007
% 1988~ 2007
8-1/2% 2000
8-1/8% 2001
7-38% 2002
5.8% 2004
9-5/8% 2008
8-38% 2008
8-1/2% 2007
8-7/8% 2008
9-J4% 2018
% 2031
Total first mortgage bonds
Other Long~Tenm Deot
Poliution Control Revenus Bonds:
5-3/4% seren 1982 -- 2003
Adiustabie rute senes 2013
Adiustabie rate Jenes 2013
Adjustabie rate sevies 2014
Adjustabie rate seres 2018
Ravoiving cradit agreamaent s
Other long-—~tenm agrs ynent 1993~ 1998

1991 1980
3 - 7.000
- 30,000
- 20,000
16,000 18,000
21,940 21 940
10,000 10,000
35,000 38,000
35 00y 35,000
25,000 25,000
14,500 14,500
40,000 40,000
25,000 25,000
25,000 25,000
30,000 30,000
50,000 50,000
14,425 14,628
e 63,000
- 87,000
- 98,000
- 79,500
150,000 70,000
38737 85,068

0N

o

1991 1990
(Thousanc's)
$ 637008 431% § 636986 439 %
170,586 118 171,139 117
- <70 -
BOT 888 547 8508 395 556
(198 .285) (13.5) (198258 (137)
SN M2 . 508140 419
8,201 8,201
6,000 6,000
4500 4500
18701 13 1870 13
G54 40 384 440
200,162 497 193
{4,0086) (6)
_..Bs0@8s1 575 ... B2e424 568
! Ildgﬂg 1000 % ! 1 ﬁmﬁ 100 0_.%



CONSOLIDATED STATEMENTS OF COMMON STOCK EQUITY
For the Years Enced Dacember 31, 1391, 1990 and 1989

—...Common Stock . Treasury Stock
Other

Paid—in  Retained
_m_.m_mm_m_m_lmm

 (Thousandas, except shares)

Salance January 1, 1588 40980585 $ 638681 § 288 § 171,208 6096799 § (116888) § 691336
Nt Income 47 483 47 483
Cash diviclends:

Common siock - $1.63 per share (55 899) (55 899)

Praferred sock (@21) (821)
Purchase of treasury Stock (883,500) T2 17.912)
Empioyee stock plans 7 480 154 154
Balance December 31, 19688 40,988 07% 68368 815 268 162,071 (6.920,299) (134 800) 564 351
Net income 64 184 654 164
Cash divio nds:

Common stock ~ §1.72 per share (54 296€) (54 298)

Praferred SIOCK 821) 821)
Purchass of easury STCk (3,079 .800) (64 528) (64 528)
EMpDioyes SIock plans 8110 in ] 3673 73 249
Balance December 31, 18980 40,998 185 6538 386 n 171,38 9,996 428) (199 58 609,140
Net income 53,602 53 602
Cash dividenas:

Common stock — §1.72 per share (53,323 (53,322)
Prafermec S1ck s21) (821)
Empioyee SIOCK plans 1,580 17 14 3




CONSOLIDATED STATEMENTS OF INCOME TAXES

For the Years Encec December 31

Income Taxes as Recorded in the Consolidated Statements of Income

Operating axpenses:
Currently payable ~ Federal
- Stare
Deterred -~ Feoeral
- Swuae
Irnvestrent tax cradit - Deferral
-~ Arnortization

Totw

Othir Income and deductions:

30

3822 4 582 1,348
.. [2,681) 281 .
__RE8T6 . 24833 ST
(1,475) (4 658) €78)
(322 (1,224) (48)
(4,09%) (728) (147)
(828) {108) (16)
—enn —l1 28
§ 159585 $ 17916 $ 12068
$ 26311 $ 2873% § M58
1,224 1.224 1.236
7 sos) (7,904, {7 .908)
(1,975) (1.975)
(11.73() (11,736) (11,736)
- 3312 (1.,243)
4,248 4248 4248
(9,048) (18,191) (S,460)
1,970 - 8 8
2,428 4,019 (6 444)
(4,615) - »
(58) @8n (1302
$ 2810 $ 4046 $ 9916
34 % 34 % 34 %
(18) (12 (17
8 - 10
“ 2 3
(4) (4) (5)
(8) (8) (3)
a8 £ . {1)
B % 2% __ 2




NOTES TO CONSOLIDATED FIRAMCIAL STATEMENTS

1. Swmmary of Significant Accousting Policies

Principles of Comsolidation - The consolidated financial statements
include Kansas Gas and Electric Company (the Company) and its 80%-owned
subsidiary, CIC Systems, Inc. (CIC). Al) significant intercompany items and
transactions have oeen eliminated in consolidation.

The Company owns 47% of Wolf Creek Nuclear Operating Corporation (WCNOC) ,
the operating company for Wolf Creek Generating Station. The Company records
its propertionate share of all transactions of WCNOC as it does other jointly-
owned facilities (See Note 12).

System of Accounts - The Company is subject to the eurisdiction of the
State Corporation Commission of the State of Kansas KCC) and the Federal
Energy Regulatory Commission (FERC) and maintains its accounts in accordance
with the Uniform System of Accounts prescribed by these regulatory
commissions. As a regulated utility, the accounting principies applied by the
Company differ in certain respects from those app d by a non-regu lated
business.

Electric Plamt - The cost of plant includes contracted work, direct labor
and materials, allocable engineering, supervision, general and administrative
costs, and allowance for funds used during construction (AFC). #FC in 1991,
1990 and 1989 was immaterial and, therefore, not separately reported in the
consolidated statements of income.

Maintenance and repairs of property, and replacements and renewals of
items determined to be less than units of property, are charged to operating
expenses. The cost of units of property replaced or renewed, plus removal
costs, less salvase, is charged to accumulated depreciation, and the cost of
related replacements and renewals is added to eiactric plant. Betterments are
added to electric plant.

Cash Surrender Valve of Life Insuvance Comtracts - The following amounts
related to corporate-owned life insurance contracts, primarily with one major
insurance company, are recorded on the consolidated balance sheets:

1991 1990
(Miilions)
Cash surrender value of contracts $192.1 $152.7

Borrowings against contracts M ﬁ)
Net

Interest expense included in corporate-owned life insurance - net on the
consolidated statements of income was $7.3, $7.1 and $6.9 million for 1991,
1990 and 1989, respectively. Management expects to realize increases in cash
surrender value of contracts resulting from premiums and investment earnings
on a tax-free basis upon receipt of net proceeds from death benefits under the
contracts.
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Revenues - Operating revenues include amounts aciually billed for
services rendered and an accrual of estimated unbilled revenues. Unbilled
revenues result from services delivered since the period covered by the latest
billings to customers. Unbilled revenues of $23.9 and $22.1 million at
December 31, 1991 and 1990, respectively, are recorded as a component of
accounts receivable on the balance sheets. Certain amounts of wunbilled
revenues have been sold (See Note 6).

Fuel Costs - The cost of nuclear fuel in process of refinement,
conversicn, enrichment and fabrication is recorded as an asset at original
cost and is amortized to expense based upon the gquantity of heat produced for
the generation of electricity. The accumulated amortization of nuclear fuel
in the reactor at December 31, 1991 and 1990 was $16.1 and $15.6 million,
respectively, The Company's rate schedules include a frel adjustment clause
(ECA) which permits curremt recoveries of fuel costs. See Note 2 regarding a
rate order which would discontinue the ECA upon the closing of the merger
discussed in Note 11.

Deprecistion - For financial reporting purposes, the Company uses the
straight-line method to depreciate the original cost of property over its
estimated rclainin? service life. The provision for depreciation stated as a
percent of original cost of depreciable property was 3.0% for 1991 and 1990
and 2.5% for 1989.

Income Taxes - The Company adcoted Statement of Financial Accounting
Standards No. 96, Accounting for Incae Taxes (SFAS 96) in 1987. This
statement requires the Company to establish deferred tax liabilities or
assets, as appropriate, for all temporary differences, and to adjust deferred
tax balances to reflect changes in tax ra.es expected to be in effect during
the periods in which the temporary differences reverse. The =ignificant
temporary differences that ?ive rise to the net accumulated deferred income
tax liabilities include acce'erated tax depreciation, AFC, unamortized
investment tax credits, deferred gain from sale-l|easehack and phase-in
revenues. SFAS 96 will be superseded by SFAS 109 issued in February 1992,
effective for the Company's year ended December 31, 1993. Management believes
that adoption of SFAS 109 should have no significant effect on the Company's
financial statements.

In accordance with various rate orders received from the KCC, the Company
has not yet collected through rates the amounts necessary to pay a significant
portion of the net deferred income tax liabilities. As management believes it
is probable that the net future increases in income taxes payabie will be
recovered from customers through future rates, it has recorded net deferred
regulatory assets for the portions of the net deferred income tax Iliabilities
not yet collected through rates. These assets are also a temporary difference
for which deferred income tax liabilities have been provided. At December 31,
1991 and 1990, the net deferred regulatory asset related to income taxes
amounted to $116.6 and $95.4 miilion, respectively. The rate increases
necessary to recover these taxes will not be required until periods after the
:xpiriiion of the Comp~ny's rate moratorium with the KCC as discussed in

ote 11.

Investment Tax Credits - The Tax Reform Act of 1986 repealed investment
tax credits. [n accordance with KCC requirements, investment tax credits
relating to utility property placed into service are deferred when utilized
and are being amortized to income over the remaining lives of the related
property.
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Comsolidated Statewments of Cash Flows - For purposes of the consolidated
statemer s of cash flows, the Company considers highly liquid collateralized
debt instruments, except those classified as short-term investments, purchased
with a maturity of three months or less toc be cash equivalents.

The amounts of interest (net of amounts capitalized) and income taxes
paid for each of the three years in the periods ended December 31, are as

follows:
991 0 1990 1989
(Thousands )
Interest 29,901 586427 81397
Income taxes $11.350 514,630 §.7.500

2. Regulatory Matters

Rate Stabilizatiom Plan - In 1988, the XK(CC issued an order requiring that
the accrual of phase-in revenues be discontinued effective December 31, 1988.
Effactive January 1, 1989, the Company begar amortizing the phase-in revenue
asset on a straight-line basis over 9-1/2 years.

Interim Rate Refund - In 1989, the Company established a raserve which
reduced revenues by $8.2 million and increased related interest expense Dy
$0.4 million for a refund of revenues collected subject to refund ordered Dy
the KCC in February 1990. Prior to payment of the refund, the Kansas Court of
Appeals agreec with the Company that evidence had not been presented to
justify changing a portion of the origina! increase to interim and reversed
the KCC decision. In September 1990, tha Citizens' Utility Ratepayers Board
appealed the Court's ruiing to the Kansas Supreme Court; the appeal was
denied. Accordingly, in September 1990, the Company reversed the previously
recorded reserves; the effect was to increase 1990 revenues by $3.2 million,
net income and earnings applicable to common stock by $5.3 million and
earnings per share by $0.17.

Cost of Service Audit Appeal - In addition, the February 1990 KCC order
required the Company to reduce rates by $8.7 million beginning May 8, 1990.
The Ccmpany was denied a rehearing by the KCC and Jlost its request for
judicial review to the Kansas Court of Appeals in September 1990. The Company
appealed the Court of Appeals ruling to the Kansas Supreme Court and the
United States Supreme Court to review the rate reduction ordered by the KCC in
February 1990 and both appeals were denied. In August 1990, the Company filed
with the KCC a request to recognize its peak demand established July 2, 1990
as the basis for eliminating the rate reduction ordered by the KCC from
July 2, 1990 forward. In June 1991, the Company filed with the KCC a Motion
to Stay the effecrive date of the KCC order regarding the reduction in rates
pending resolution of the Company's Motion to Reopen. In July 1991, the KCC
granted the Company's Motion to Reopen the record and ordered a refund of
approximately $1.2 million of revenues plus $0.1 million interest for the
period May 8, 1990 through July 1, 1990. In September 1991, the KCC ordered
the Company to refund (which the Company has done) $5.6 million of revenues
plus $0.6 million in interest, for the period July 2, 1990 through January 31,
1991, The Company had previously recorded reserves totalling $10.8 million;
however, as the order also made rates permanent, the excess reserves of $3.3
million were reversed in September 1991 (See Note 13).
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Refueling Outage Appeal - Also in 1989, the Company established a reserve
which reduced revenues by $6.9 million and increased related interest expense
by $1.3 million for a refund of fuel costs, incurred and collected 10 1987 and
1388, ordered by the KCC in Fepruary 1990. In April 1990, the Kansas Court of
Appeals granted a stay allowing the Company to delay the refund. In June
1990, the Court ruled the KCC engaged in retroactive rate making, which s
prohibited 1in Kansas, when it did not calculate the refund according to the
terms of the ECA. The Court has remanded this case to the KCC with directions
to calculate the refund, if any, based upon the approved tariff. In December
1990, the previously recorded reserves were reversed. The effect was to
increase 1990 revenues by $6.9 million, net income and earnings applicable to
common stock by $5.0 million and earnings per share by $0.16. In Septemper
1991, the KCC issued an order closing the docket without a refund.

Coal Comtract Settlements - In March 1990, the KL issued an order
allowing the Company to defer its share of a 1989 coal contract settlement
with Pittsburg and Midway Coal Mining Company amounting to $22.5 million; this
amount is recorded as a aeferred regulatory asset in the Company's
consolidated balance sheets. The settlement results in the termination of a
long-term coal contract. The Company proposed that these costs be recovered
ratably through the ECA over the period during which the contract would have
been in effect. In June 1991, the KCC permitted the Company to recover this
settlement as follows: 76% of the settlement plus a return through its ECA
over the remaining term of the terminated contract (through 2002), and 24% to
be amortized to expense with a deferred return equivalent to the carrying cost
of the asset.

In February 1991, the Company paid $8.5 million to settle a coal contract
lawsuit with AMAX Coal Company and recorded the payment as & deferred
regulatory asset. In July 1991, the KCC a“proved the recovery of the
settlement plus a return equivalent to the carrying cost of the asset, through
the ECA over the remaining term of the terminated contract (through 1996).

Storm Damage Recovery - In October 1990, the Company asked the KCC for
approval of a plan to recover the cost of damage primarily from the March 13
and June 19, 1990 storms. Approximately $15 million of capital expenditures
were incurred. These costs have been included in the Company's electric plant
accounts. Other costs of approximately $3 million, net of approximately §I
million expected to be recovered through insurance, were also incurred and
wore expensed in 1990. In May 1991, the Company amended this request to
include the estimated $5 wmillion of capital expenditures associated with an
April 1991 storm. In November 1991 and January 1992, the KCC approved the
deferral and recovery of the capital expenditures of the 1990 and 1991 storms,
respectively, as well as carrying charges thereon. The recovery of other
costs, previously expensed, was denied.

Elimination of the ECA - In January 1992, the Company entered into a
Stipulation and Agreement with the staff of the KCC to eliminate the ECA
contingent upon the closing of the merger discussed in Note 11. The fuel
costs establisned by this agreement include the costs contemp lated by
previously issued orders relating to coal contract settlements and storm
damage recovery discussed above. Management expects the final order to be
issued by the KCC with no significant changes from this agreement.



3. Short-Term Borrowings

At December 31, 1991, the Company had bank credit arrangements available
of $65 million. In addition, the Company has uncommitted loan participation
agreements. Maximum short-term borrowings outstanding during 1991 and 1990
were $126 million on June 26, 1991 and $211 million on June 25, 1590. The
weighted average interest rates, including fees and the effects of swap
agreements (See Note 6), wers 7 8% and 8.6% for 1991 and 1990, respectively.

4. Cumulative Preferred Stock

The call prices at December 31, 1991 on the 4-1/2%, 4.32% and 4.28%
series preferred stocks were 5110, $101.64 and $101, respectively (See
Note 11). The embedded costs of preferred stock at December 31, 1991, 1990
and 1989 were 4, 445,

5. Long-Term Incemcive Plan

During 1989, the Company adopted a long-term incentive plan (the plan)
providing for the issuance of performance shares and stock options for up to
1,500,000 shares of common stock during a period of ten years heginning
January !, 1989, The plan permits grants of various awards to qualified
employees. During 1990 and 1989, grants for 10,088 and 10,424 performance
shares, respectiveiy, were made to qualified loyees under this plan. No
grants were made in 1991. The performance shares are issuable to the
emp loyees five years from the grant period. At December 31, 1991, no such
shares were issuable. Compensation expense related to the plan was $0.7, $0.!
and $0.1 million during 1991, 1990 and 1989, respectively.

Stock options granteu under the plan are exercisable for a period of nine
years after the grant year unless the employee's service is terminated. The
following table sets forth changes in options:

Options January 1 3*% Té% J;”

Options granted 34 , 212 29,751
Options exercised

(average of $21.35 per share) -
Options December 31 22,21
Option price range December 31 $20.81-21.94 $20.81-21.94 $21.94

At December 31, 1991, 1,496,000 shares of common stock are reserved for
issuance under the plan. Upon a change of control of the Company,
participating employ es will be paid in cash for (i) performance shares on a
pro rats YSasis for the time elapsed from the date of grant and (i1) stock
options ror aay excess of fair value of the Company's common stock over the
option price. Pursuant to the merger agreement with The Kansas Power and
Light Company (KPL), no new grants may be made and immediately prior to the
merger the plan will be cancelled (See Note 11).
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6. Long-Term Debt

Required redemptions and sinking fund payments for 1992 through 1996 for
long-term debt are 30.2, $0.2, $150.2, $36.C and $16.3 million, respectively.

First mortgage bonds may be issued in additional amounts, Jimited by
property, earnings and other provisions of the Company's Mortgage dated
April 1, 1940, as supplemented (Mortgage) and prior approval by KPL under the
merger agreement described in Note 11. !n 1991, the Company refinanced $327.5
million of adjustable rate series pollution control revenve bonds by issuing
$327.5 million first mortgage bonds at 7%, due 2031. Electric plant is
subject to the lien of the Mortgage except for transportation equipment.

The 6.8% series, due 2004, the 6% and 5-7/8% series due 2007 and the 7%
series due 2031 are pledged as collateral for pollution control revenue bonds
issued by Kansas municipalities.

The revolving credit agreement, which expires in 1994, provides for
borrowings of up to $150 million. This agreement may be extended in one year
increments until 1995 and it may be repaid prior to its expiration date
without penalty. The weighted average interest rate was 8.4% for 1991 and
10.1% for 1990.

The other long-term agreement, which expires in 1995, contains provisions
for both the sale of accounts receivable and unbilled revenues (receivables)
and phase-in revenues up to a tctal of $180 million. Amounts related to
receivables are accounted for as sales while those related to phase-in
revenues are accounted for as collateralized borrowings. Additicnal
receivables are continually sold to replace those collected. At December 31,
1991 and 199G, outstanding receivables amounting to $58.3 and $52.2 million,
respectively, are considered sold under the agreement. The credit risk
associated with the sale of customer accounts receivable is considered
minimal. The weighted average interest rate on this agreement was 7.8% for
1991 and 8.4% for 1990. At December 31, 1991, an additional $54.4 million was
available under the agreement.

At December 31, 1991, the Company had outstanding interest rate swap
agreements with financial institutions, having a total notional principal
amount of $190 million associated with short-term debt, the revolving credit
agreement and borrowings collateralized by phase-in revenues. Under these swap
agreements, the Company will pay the counter parties interest at a fixed rate
and the counter parties will pay the Company interest at a variable rate based
on .he London Interbank Offered Rate (LIBOR) at six month increments. The
fixed rates payable under these swap agreements range from 7.6% to 8.4%,
These swap agreements terminate in increments of $45 million in 1992, $130
million in 1993 and $15 million in 1994, The Company is exposed to credit
loss 1in the event of nonperformance by the other parties to the interest rate
swap agreements. However, the Company does not anticipate nonperformance by
the counterparties. At December 31, 1991, 1990 and 1989, the amount
recognized in the consolidated financial statements for interest rate swap
agreements was immaterial.

The embedded costs, including effects of the swap agreements, of
long-term debt at December 31, 1991, 1990 and 1989 were 7.9%, 8.6% and 8.3%,
respectively.



7. Sale-Leaseback of La Cygne 2

In 1987, the Company sold and leased back its 50% undivided interest in
La Cygne 2. The lease has an initial term of 29 years, with various options
to renew the lease or repurchase the 50% undivided interest. The Company
remains responsible for its share of operation and maintenance costs, and
other related operating costs of La Cygne 2. The Company has uetermined the
lease is an operating lease for financial reporting purposes.

The gain of approximately $322 million realized at the date of the sale
has been deferred for financial reporting purposes, and is being amortized
over the initial lease term in proportion to the reiated lease expense. The
Company's 1991, 1990 and 1989 Iloase expense, net of amortization of the
deferred gain, is approximately $30 million.

Future minimum annual lease payments required under (he a eement are
approximately $41.9 million for each year through 1995, $41.7 miilion in 1996
and $971 million over the remainder of the contract.

8. Benefit Plans

The Company has noncontributory, defired benefit pension plans for all
employees. Plan benefics are generally based on years of service and the
employee's highest aggregate compensation in five consecutive years of the
final ten years of service. Due to the present funding status of the plans,
the Company's current funding policy is to contribute the minimum amount
required by federal law.

Net periodic pension cost for 1991, 1990 and 1989 included the following

components:

1989

(Millions)

Service cost -- benefits earned durin? period §$ 3.1 § 3.5 $ 3.2
Interest cost on projected benefit obligation 7.4 6.5 6.2
Actual return on assets (14.0) P | (19.8)
Net amortizaztion and deferral 5.4 (9.7) 12.6
Effect of curtailment - 1.7 z
Net periodic pension cost $. 39 £ .21 3 2.2

The curtailment 2djustment results from the voluntary early rei: ement
program offered during 1990 as discussed below.

The following table sets forth the plans' funded status at November 30,

1991 and 1990 (the plan years) and a reconciliation of such status to the
December 31, 1991 and 1990 consolidated financial statements:
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Actuariz!l present value at November 30:

vestad benef it

umu lated benet!

Fair value of plan assets at November 350
principally common stock of public companies
and U.S. goveriment securities)

Pro ected benefit obligation at November 30

an assets in excess of projected benefit
sb1igation at November 30

Inrecognized net gain from p..i experience
qifferent from that assumed
Prior service cost not yet recognized in net
periodic pension cCost
Recognition of net asset at ...wary 1, 1986
over 18 years (2.2)
Contribution accrued for December (0.1,

Pension liability recognized in the consolidated
balance skeets at December 1) § (8.35)

e following were used in the determination of actuarial present
f “he projected benefit obligatins at November 30, 1991 and 1990:

Weighted average disco.nt rate 8.0-8.5%
Rate of increase in future compensation 6.0%
Long~term rate of return on assets 8.0-8.5%

Puring 1990, the Board of Directcrs approved & voluntary early ret rement
grogram for all emnloyees age 50 or over with at least 5 years of st vice
The program consisted of an additional 5 years of accredited servi.e for
purposes of the Company's retirement plan, an’ an incentive payment based on
salary and years of service. The incentive payments were made from (rust
assets of the Company's retirement plan Of the 275 employees eligible for
the program, 92 employees, representing 7% of the Compan ‘s work force
elected to retire on or before the November 1, 1990 deadline. The effect of
the program was to increas2 1990 pension costs by $1.7 million, This amount,
along with related income tax benefits of $0.7 million, has been recorded 1in
the Company 3 1990 consolidated statement of income. In January 1992, the
“ompany announced a special early retirement and voluntary separation program
for al] employees with at least 10 years of service. The effects of this plan
cannot be measured unti)l the election process by employees is comp leted.

The Company sponsors defined coniribution plans for all employees. The
company's matching contribution is based on Lthe Company's performance during
the prior yoar and the levei of employee contributions. The total expense for
the plans was 3$2.0 $1.8 and $4.2 aillion in 1991, 1980 and 1989
respectively.




The Financial Accounting Standards Board has issued Statement of
Financial Accounting Standards No. 106, Bwpiovers’'  Accounting  for
Postretirement Bemefits Other Than Pensions. The Company plans to adopt this
statement in 1993,  This statement will require accrual of postretirement
benefits during the years an employee providss services. The costs of these
benefits, which generally relate to health care benefits for early retirees up
to age 65, are currcntlﬁ expensed on a pa;ans-you-qo basis., These costs were
$2.1, $1.3 and $1.2 million in 1991, 19 and 1989, respectively. The
increase in 1991 was caused by the voluntary early retirement program in 1990
discussed sbove. The impact of this new standard has not been fully
determir 'd, but except for the effect of the recently announced special
retirem it and voluntary separation program discussed above, management
estimatys the change will not result in significantly greater expense than
recognized in 1991 for these benefits.

9. Income Taxes
See Consolidated Statements of Income Taxes.

At December 31, 1991, the Company has unused investment tar credits of
apprr- ‘mately $15.8 million available for carryforward to future years which,
if nox uti{?zoo will expire in the years 2000 through 2002 (See “ote 10).
These credits have been applied in determining the Company's net deferred
income tax liability and corresponding deferred regulatory revenue asset at
December 31, 1991. In addition, the Company has alternative minimum tax
credits, which carryforward witiout expiration, of $40.2 million which may be
used to offset future reguiar tax to the extent the regular tax exceeds the
alternative minimum tax.

10. Commitsents and Contingencies

Spent Muclear Fuel Disposal - Under the Nuclear Waste Policy Act of 1982,
the U.5. Department of Energy (DOE) is responsible for the ultimate storage
and disposa! of spent nuclear fuel removed from nuclear reactors. Under 4
contract with the for disposal of spent nuclear fuel, the Company pays a
quarterly fee to DOE of one mill per kilowatthour on net nuclear generation,
Such fees were $2.8, $3.7 and $4.6 million for 1991, 1990 and 1589,
respectively, Those fees are included ‘n nuclear fuel expense wnich 15
current lv recovered through the fuel adjustment clause (See Note 2).

Decommissioning - The Company's share of wolf Creek Generating Station
(Wolf Creek) decommissioning costs s estimated to be approximat y $97
million in 1988 dollars. Decommissioning costs are being charged to operating
expenses. Electric rates char?od to customers provide for recovery of these
decommissioning costs over the life of Wolf Creek. Amounts so collected from
customers are deposited in an external trust fund and will be used solely for
the phys cal decommissisning of the plant. *t December 31, 1991 and 1590,
$6.0 and $4.3 million, respectivey, were on deposit in the decommissioning
fund. In March 1990, the KCC issued an order authorizing contributics. to the
decommissioning trust at levels which management believes meet the future
decommissioning requirements. In July 1990, WCNOC, on behalf of the owners of
wolf Creek, filed a certification of financia)l assurance on decommissio ng
funding with the Nuclear Regulate=~y Commission (NRC).
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Tie Company carries $131 million in premature decommissioning insurance
in the event of a shortfall in the trust fund. The insurance coverage has
several restrictions. One of these is that it can only be used if Wol Creek
incurs an sccident exceeding $500 mi1lion fn expenses to safely stabilize the
reactor, to decontaminate the reactor and reactor station site in accordance
with a plan approved by the NRC and to pay for on-site property damages . If
the amount designated as decommissioning insurance is needed to implement the
NRC-approved plarn for stabilization and decontamination, it would not be
available for decomm.ssioning purposes.

Nucloar Insurance - The Price-Anderson Act limits the combined public
1iability of the owners of 115 nuclear power plants to §7.8 billion for a
single nuclear incident. The Wolf Creek owners (Owners) have purchased the
maximum available private finsurance of $200 million and the balance is
provided by an assessment plan mandated by the NRC. Under this plan, the
Owners are jointly and scverally subject to a retrospective assessment of up
to $66.2 million ($31.1 million, Company's share) in the event there is a
nuclear incident involving uny of the nation's licensed reactors. This
assessment 1is subjr ot to an inflation cdiultlnnt based on the Consumer Price
Index. There is a iimitation of $10 million ($4.7 million, Company's shar:)
in retrospective assessments per incident per year.

The Owners carry decontamination liability, premature decommissioning
liab111t¥ and property damage riurance for Wolf Creek totaling approximately
$2.5 billion. This insurance is provided by a combination of “nuclear
insurance pools” and Muclear Electric Insurance Limited (NEIL). The Owners
also carry additional insurance with NEIL to cover the costs of replacement
power and other extra expenses incurred du:::z a prolonged outage resultin
from accidental property damage at Wolf C . 1f losses incurred at any o
the nuclear plants insured under the NEIL policies exceed premiums, reserves
and other NEIL resources, the Company may be subject to retrospective
assessments of approximately $5 million per year.

There can be no assurance that all poteniial losses or Iliabilities will
be insurable or that the amount of insurance will be sufficient to cover
them. Any substantial losses not covered by insurance could have a material
adverse effect on the Company's financial condition.

Clean Air Act - The Clean Air Act Amendments of 1990 (the Act) require a
two-phase reduction in sulfur dioxide emissions effective in 1995 and 2000 and
a reduction of nitrous oxide and toxic emis-ions effective in 2000. Al of
the Company's gonorating utiits are generally in compliance with the sulfur
dioxide requirement of the Act. Continuous emission monitors have been
installed on all generating units except at the Company's ?as-f1red generating
plants. The cust to install such monitors by January 1, 1995 in these plants
will not be significant. The nitrous oxide and toxic limits, which were not
set in the law, will be specified in future EPA regulations. Unti) such time
as these regulations are prescribed, management cannot predict the impact on
its financial condition.

Litigatiom - In February 1987, Chevron U.S.A., Inc. (Chevrua) filed an
action in the United States gistrict Court for the District of Kansas against
Kansas Gas Supply (KGS), a natural gas suppiier of the Company, alleging a
failure to purchase contracted amounts of natural gas and to pay price
increases. In January 1988, KGS filed a third party complaint against the
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Company seekin rocovcr{ from the Calpang for any damages which Chevron may
recover from KGS. In Ju { 1989, Barbara 0i) Company (Barbara) and Pickrel!
Drilling Company (Pickrell) filed a similar action in the Barber County
District Court against KGS. In September 1989, KGS filed a third party
complaint against the Company in this additional action, In both caset, KGS
alleges that it had obligated itself to purchase gas for the benefit of the
Company, that the Company's dealing with it were not consistent with
reasonable standirds of fair dealing in the trade, that the Company acted in
bad faith and that the Company's actions constituted fraud. KGS further
alleges it was acting as an agent of the Company when contracting for gas
supplies. Management has denied the allegations of KGS and believes that it
has, at a)) times, fulfilled its contractual obligations with respect to the
supplier, has acted in good faith and that KGS was nol an agent of the

Company.

KGS has settled the claims of Chevron, Barbara and Pickreil — ang s
seeking recovery of such settlement costs (approximately $40 million) from the
Company. On chruary 20, 199i, following a two-week jury trial of the third
party action against the Company regarding Barbara and Pickrell, a §5.3
million verdict (one-half of am~unt claimed) was returned against the Company
in favor of KGS. On February 2o, 1992, the Kansas Supreme Court affiimed the
February 1991 judgement against the Company regarding Barbara and Pickrell.
The Company 1is reviewing its options with respect to the decision. In the
opinion of management, adequate provision has been made for tiese claims.

The (ompany is involved in various other legal and environmental
proceedings. while the “-esolut’in of these matters may have an zdditiona’
imgact on the financial resu’ s of the year in which the matters are resolved,
management believes that cheir ultimate dispositions will not have a material
adverse effect upon the business or financial position of the Company.

A provision of $12 million has been recorded in miscellaneous expense on
the 1991 consolidated statement of income with respect to these matters.

Federa! Income Taxes - During 1991, the Internal Revenue Service 'RS)
comp leted an examination of the Zompany's federal income tax returns for the
years 1985 through 1987. The Company has received Notices of Proposed
Adjustment to be included in the examination report. The Company is
continuing to provide information t~ the IRS which may modify or reverse the
proposed adjustments. The most significant proposed adjustments reduce the
depreciable basis of certain assets and investment tax credits generated.
Management believes there are significant questions regarding the theory,
computations and sampling technigues used by the IRS to arrive at its proposed
adjustments, and also believes any additional taxes or loss of investment tax
credits will not be material to the Company's financial position.

Other Investments - The Company routirely purchased short-term investment
grade commercial paper for special feposit interest accounts associated with
tax-exempt pollution control bords. Cn February 1, 1990, the Compan
purchased $6.6 million of Orexe! Burnham Lambert Group Inc. (Drexe!
commercial paper. On February 13, 1990, Orexel filed for bankruptcy. On
March 1, 1990, the Company was required to substitute similar amounts of
investments in the special deposit accounts. The Company continually monitors
and evaluates the information received in the bankruptcy proceeding. In the



third gquarter of 1990, additional claims being filed indicated full recovery
would be unlikely; accordingly, $1.7 million of the investment was written
off. Due to the number and complexity of claims filed in the fourth q. ~ter
of 1990 which indicate lengthy litigation, the Company determined that the
investment has been permanently impaired and, accordingly, the remainder of
the investment was written off, These write-offs are included in
misce!laneous expense in the 1990 consolidated statement of income.

Fuel Commitments - To supply a portion of the fuel requirements for its
generating plants, the Company has entered into various commitments to obtain
nuclear fuel, coal and natural gas. Some of these contracts contain
provisions for price escalation and minimum purchase commitments. At
December 31, 1991, WCNOC's nuclear fuel commitments (Cowan;'s share) were
approximately $23.5 million for uranium concentrates through 1995 and 1997,
$144.2 million for enrichment throu,. 1996 and 2014 and $51.9 million for
fabrication through 2014, At December 31, 1991, the Company's coal and
natural gas contract commitments in 1991 dollars under the remaining term of
the contracts are $689 and $38.2 million, respectively. The coal contracts
expire in 1992, 1993 and 2013 and the natural gas contract expire in 1995,

In the normal course of business, additional commitments wil)l be made to
assure adeguate fue!l supplies.

11. Merger Agreement

In October 1990, the Company's Board of Directors approved an Agreement
and Plan of Merger (the Merger Agreement) with The Kansas Power and Light
Company (KPL), a Kansas corporation and KCA Corporation (KCA), a wholly-owned
subsidiary of KPL, providing for the merger of the Company with and into KCA.
The Company, KPl.. and KCA subsequently executed the Merger Agreement.
Following the merger KCA will change its name to Kansas Gas and Electric

Company.

Pursuant to the Merger Agreement, 56.25% of the shares of the Company's
Common Stock outstanding at the merger date will be converted into the right
to receive KPL Common Stock at a conversion ratio (defined as the number of
shares of KPL Common Stock issued for each share of the Company's Common
Stock) equal to $32 divided by the Average KPL Price (defined as the average
of the closi prices of the KPL Common Stock as reported on the hew York
Stock Exchange Composite Tape on each of the fifteen consecutive trading days
preceding t fifth trading day prior to the consummation of the merger);
provided that the conversion ratio will become fixed at 1.6 shares when the
Average KPL Price falls below $20 per share and 1.347 shares when the Average
KPL Price rises above $23.75 per share. The amount of cash to be paid in the
merger will be $434 million, so if holders of more than 43.75% of the
Company's common stock elect to receive cash, shareholders electing to receive
cash will also receive KPL common stock. Likewise, 1if holders of more than
56.25% of t-e Company's common stock elect to receive KPL common stock,
sharehold¢~~ electing to receive KPL common stock will also receive cash.
Preferred sharshoiders of the Company will receive in cash plus accumulated
dividends, if ang,, $110 for each share of 4-1/2% Preferred Stock; $101.64 for
each share of 4.32% Preferred Stock; and $101 for each share of 4.28%
Preferred Stock.
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The merger was approved by the shareholders of the Company and additional
KPL common shares were authorized by KPL shareholders at special meetings in
March 1991. Approvals of the merger were received from the FERC and Missour|
Public Service Commission in September 1991, the KCC and NRC in November 1991
and the Securities and Exchange Commission in February 1992, The merger is
expected to be consummated in March 1992, Significant conditions affecting
the Company, among ¢.hers, imposed by the KCC in its order on the merger are:

e Rates are fiozen unti]l August 1995.

e Refunds to customers were ordered totalling $32 million to the
combined companies' customers in order to share the merger-related
cost savings with customers during the rate moratorium.

e A mechanism was approved to share equally, bLetween the combined
companies and their customers, the cost savings generated in the
merger in excess of the revenue - “‘rement needed to allew recovery
of the amortization of a porti o o “ o J-quisition adjustment,
including ‘ncome tax, paid o h. cam,  common stoci uwp to
$29.50 per share on a dollar *y= i3 << . auis from savings
generated. The order provides - . :.  at.on ‘erifod of 40 ;years
commenciry in 1995 for the acquisition ac wstuent,

¢ A separate proceeding to eliminate the EC' 's raquircd (See Nute 2).
Other operation expenses in the consolidated statement of income for 1991
and 1990 inciude $3.8 and $6.8 mi)lion, respectively, for expenses related to

the Company's response to the unsolicited tender offer by Kansas City Power &
Light Company (KCPL) and the merger witn KPL.

12. Joint Ownership of Utility Plants

n- ce nvest - a -
Dates ~ _ment  Depreciation (M¥) cent
(Millions)

La Cygne i(a) June 1973 } 128 $ 81 342 50
Jeffrey 1(b July 1978 65 26 133 20
Jeffrey 2(b May 1980 64 22 135 20
Jeffrey 3(b May 1983 91 26 139 20
Wolf Creek 1(c) Sept 1985 1,359 219 533 47

(a) Jointly owned with KCPL,

(b) Jointly owned with KPL and UtiliCorp United, Inc.

(c) Jointly owned with KCPL and Kansas Electric Power Cooperative, Inc.
Amounts and capacity represent the Company's share and have been financed

by the Company, The Conpang‘s share of operatin8~expanses of the plants in

service above, as well as such expenses for a 5 undivided 1nterest in
La Cygne 2 (representing 320 MW capacity) sold and leased back to the Company
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in 1987, are included in operating expenses in the consolidated statements of
income. The Company's share of other transactions associated with the plants
is included 1in the appropriate classification in the Company's consolidated

financia)l statements.

13. Quarterly Financial Statistics (Unaudited)

(Thousands, except per share amwounts)

3rd Qur.  2nd Qtr.

ath Qtr. ist Qtr.
Operat ing kevenues $136,983  $1A4.807  $148,198 5124, 9%
Operating Income 11,865 53,585 35,260 25,373
Net Income (Loss) (11,292) 36,592 19,474 8,828
Earnings (Loss) Applicabie
to Common Stock (11,497) 36,387 19,268 8,623
Average Shares
Outstamding 31,001 31,001 31,001 31,001
Earnings (Loss) Per Share $ (0.37) §$ 117 §$ 062 § 0.28
O e S L ey
Operating Revenues $120,372 $179,688  $139,804  $146,777
Operating Income 20,565 52,947 30,529 35,245
Net Income a02 33,162 12,164 18,056
Earnings Applicable
to Common Stock 597 32,957 11,958 17,851
Average Shares
OQutstanding 30,999 31,012 31,685 33,025
Earnings Per Share $ 0.02 $ 1.06 $ 0.38 $ 0.54

The Company's operating revenues and interest charges for the fir<t and
second quarters of 1991 have been restated from amounts previously reported to
reflect the September 1991 KCC order discussed in Note 2. The effect was to
increase first and second quarter revenues by $1.3 and $2.0 million,
respectively. Net income and earnings applicable to common stock increased by
$0.8 and $1.2 million, respectively, and earnings per share increased by $0.03
and $0.04 for the first and second quarters, respectively,

During the fourth quarter of 1991, the Company recorded a provision for
various claims and leyal matters (See Note 10). Net income and earnings
applicable to common stock decreased by $7.% million or $0.24 per share.

The Company's operating revenues for the first guarter of 1990 include
$15.2 million of 1989 revenues due to the reversal in 1990 of refunds
previously ordered by the KCC relating to an interim rate refund and a refund
of fuel costs incurred during a refueling outage. Related interest expense
reversals amounted to $1.6 million., The effect increased net income and
earnings applicable to common stock by $10.3 million or $0.31 per share in the
first quarter of 199N,

Curing the fourth quarter of 1990, the Company wrote off its remaining

investment in Drexe! commercial paper (See Note 10). Net income and earnings
applicable to common stock decreased by $3.1 million or $0.10 per share.
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The Company's business is subject to seasonal fluctuations with the peak
period occurring during the summer months. Approximatelv 304 of the Company's
kilowatt hour sales occur during the third quarter. Accordingly, earnings
information for any three-month period should not be considered as a basis for
estimating results of operations for a full year.

Market Prices and Dividend Rates of Common Stock

Comon-SE — R 0

First Quarter $27-5/8 $25-3/8 $23-3/4 $20-1/2 $.43 §.43
Second Quarter 28-1/2 26-1/2 21-1/2 20-1/8 .43 43
Third Quarter 32 27-1/2 25-7/8 19-5/8 .43 .43
Fourth Quarter 3M-1/8 31-3/8 27-3/4 23-7/8 A3 .43

The Company had 26,160 common stockholders as of December 31, 1991.
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SCHEDULE V

ELECTRIC PLANT PROPERTY
BALANGE AT NET TRANGFERS,  BALANGE
BEGINNING  ADDITIONS RECLASS.~  ATEND
CLASSIFICATION OF PERIOD AT COST _ AETIREMENTS FICATIONS _ OF PERICD

For e year ended December 31, 1981

s Mm
4)
@

= 1
®

3

$ 483198
1,358 428
213,928

357 486

62,295
— 5T
15433
13,612

42,731

Flectic Plant in Service
Proguction - Sieam 3 450783 § 1374 8 1,300
Proguction -~ Nuciee 1,963, 012 11,082 15,916
Trunsmission 208 708 8,356 112
Distribustion 340 A58 19,208 2178
Cwnen 58 363 5,266 1,542
Electric plan! leassd 10 othes }
Tow eMCTC DIarT I Serice _'{# . 55,620 21,868
Elsctric plamnt held for future use 18,370 L] b ]
Construction work in progress - net 14,760 (1,148)
Nuciear fuel 2152 19782 $.203 ,
To! siecrc piant $ 2804 § 748 §_TOS8 % -

For the year ended December 31, 1990

Electric Plam in Service
Proguction - Steam s 48782 § 3008 § 108 § m
Proguction - Nucieer 1,358 308 8737 1. ™
Transmission 104 748 16,308 2548
Distribution 325187 18073 27
Genersl 48,183 1222 202
Electne plant leasec 1© othens 4 8 2 o
Total electic piart in service 2382118 58 381 9,901 lg)
Electric plamt heid for futurs use 18,3689 [ 7
Construction work in progress - (st 13,181 1,579
Nucieas fuel — N 4896 1230
Tow slectric plant $... 2840204 3 82708 § __R2JT 8 o

For the year ended December 31, 1588

s (1.328)
1,280

@

-]

-4

1,063 312

b 448 782
1,358 206

104 746

328 187

48 ‘53
— X
2382 118
15,369

13,181

Elsctric Plant in Service
Proguction - Steam $ PR b A 8341 § 1,731
Proguction - Nuciear 1,355 048 4 677 N
Transmisson 191 802 1,807 188
Distribution 311,554 16,612 2907
Ganersl 43,082 5 898 802
Flectric plant ieesed 1© others u%g B
Total slectric plan in service 2 37,235 56
Electric pisnt held for future use 18,468 (104) 1
Construction work in prograns - net 10,401 2780
Nuciear fuel
Total electric plan
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ACCUMULATED PROVISION FOR DEPRECIATION
AND AMORTIZATION OF ELECTRIC PLANT PROPERTY

SCHEDULE vi

ADDITIONS
BALANCE AT  CHARGED 70 BALANCE
BEGINNING COSTS AND OTHER AT END
CLASSIFICATION OF PERIOD EXPENSES FETIREMENTS CHANGES  OF PERIOD
C Thousenas)
For the yesr ended December 31, 1881
Elsctric Plam in Service
Proguction - Steam $ 212421 8 17008 § 1.0 § 19(1) ¢ 228538
Procuction - Nuciesr 199, 958 38 480 16,087 219,311
Transmission 65 48 s07 1,218 69 385
Distribution 104,043 10,2908 2478 111,981
Ganersl 2 582 A 1,278 12 D 26,003
Elactric plart lessed © others it 1,085
TO SRCTIC DI N MVICE —aﬂ' “Vises 22.288 591 658, 233
Electric plest held for future use 8,841 2 (19 8793
Nuciear fusi 18,6807 5728 5,208 16,132
Tot siecric piarm . 58 s D ) 28y 52 §._800.158
For the year ended Decembe 31, 1900
Elnctric Plamt in Servics
Production - Steam $ 96538 § .98 & 1,100 $ 21241
Proguction « Nuciea 8 027 35 459 1,548 1989 538
Transmisson 41078 4 838 2,450 65 463
Distrits sion 32 o 2048 § (29) 104 043
WW 1,168 3,539 1.882 0 @ 21,582
“u DU osNed 10 Oty 1 3 . - A
| Ol SIECIC LT IN SBFVICe ——w}# : '2 9,901 707 67%
Elsctric plamt held for future use 8,847 6 8 841
Nuciear fuel Y AL N— 12310 15,607
jEmpoe— S0 § Tape 227 8. U L SaU%
For the yesr ended December 31 1988
Elactric Plant in Servics
Production — Stesm $ 181817 § 166068 § 1887 % 2391 § 196538
Produchon - Nucker 130 89 35,304 683 (143) 166 027
Transmisson S8 496 4 604 140 118 63.07%
Distribution 90,718 9 487 3108 97 094
General 16,673 2647 51 508 2 19,168
Elctic plant lease. © others e 173 e
Total eCTC DIan N Service 478 548 68 850 5,950 781 542618
Eloctric plam held for future use 8841 6 8647
Nuciear fuel 9,501 0,324 19915
O oI At O R T NEON NN N— $.. 5190
Notes

(1) Inclucies deprecianion of unt i CHarged 10 fued SINek and allocated on the bass of fuel issued.
(@) INCluces CBOrEcIBTION Of YRNSDOMENON 80 DOWSY — ODERIEC SGUIIMEN! CHANged 10 CIAarng acoouTts and allocsied on e

Dasie of use of SquUIMeNt.



SOHEDULE VIii

RESERVES
| ADDMONS DEDUCTIONS
BALANCE AT  CHARGED TO  CHARGED TO BALANCE
BEGINNING CO8TS AND OTHER AT END
DESCRIPTION OF PERIOD EXPENSED ACCOUNTS (Note 1) OF PERIOD
(Thovusanas)
For the yew ended December 31, 1981
Reserves. deducted from relaled assets
on Consolicated Baance Shoet
Accumuiated provision for
UNCONSCTING SOCOUNS L. om0 s asre 8. . 3 L. 287% § 1B
Heserves other than thuse deducted from
assets on Consolidatec Balance Sheet
Injuries and damages (Nomw 2) ' 1083 § 1. 8 ", 3 1708 § 1,189
For the yesr unded December 31, 1990
Reserves, deductec from reiglec sasets
on Consolidated Balance Sheet
AcCumuiatad provsion for
uncoliectibie accourts ) 802 % 2878 % gn % 238 % 1079
Reserves Other than those deducing frorm
assets on Consolicated Balance Sheet
Injuries and damages Note 2) s 1378 ) 1482 8 89 3 1063 % 1,083
For the year ended Decembe: 31, 1989
Reserves deducted from relaled assets
on Consolicatec Bamnce Shoet
Accurnuiated provision for
uncoliectible accounts 3 748 % 1876 $ 2n % 172§ 802
Aeserves other than those deducted from
agsets on Consolicaied Baence Sheet
injuries and danages (Nowe 2) 4 1224 8§ 2,295 ) 81 $ 2208 § 1378

Notes

(1) DOGUCHONS NN rES8rves /ROESeNT IOSSEs Or RXDENSES fOr W) 1he /BSDECTVG BSe/Ves wers CTeated. 1 the case o the
SCOUMULEIET DIOVISION oY UNCOICHING  ACOCUNS, SUK JOCUCTIONS 8 BOUCHd Dy recovenes of amounts previously wittten off

(2) INfunNes and GEMEgES /888Ve S (YOVIISC 10 aDSOrD aDOIODNIETR AXDeNSes &N (e esTMaedc cost of serting claims.  Deductions
oM 16 rBSEIVE NCIICE INKUIrENCE Dremiims and Daymernt OF Clgims and relared expenses.
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SHORT - TERM BORRCWINGS

YEAR END DAILY WEIGHTED
AVERAGE MAXIMUM AVE RAGE AVE RAGE
CATECORY OF INTEREST AMOUNT AMOUNT INTEREST RATE
SHORT — 'ERM YEAR END RATE OUTSTANDING OUTSTANDING DURING YEAR
BORROWINGS BA ANCE (Now 1) DURING YEAR DURING YEAR Now 2
(Thousancs)
For the yem ended December 31, 1891
_Amourt  Date
PaysoeoBaks  § 37800 68w §.1200 &2 @ § 6358 A%
For the yesr ended December 31, 1980
_Amoyt  Dew
PaadeBene  § X000 1% L 2u0m o3  f__ o 88w
For the yesr snded December 11, 1989
Arount  Dae
Payabie 10 Banks $ 141400 B9 % $ 178000 62 $ 119,109 S6%
Notes

(1) Campuied using e SIE Snrusl NTaNes rEies &1 Yo ond, 29 8ppied 10 e DalaOss OUIStanding at year e
@ Equrment 1 average aally intvest, inciuding fees, @xpanded 10 & full yesr dvoed Dy the average pincipal
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ITEM 9. CHANGES IN AMD DISAGREEMENTS WITH
ACCOUNTTNG AND f IRANCTAL 01SCLOSURI

None

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGLSTRANT

Set forth below is information regarding Directors of the Company. See
Item 4 for Executive Officers information.

A Common Stock
Bus iness Experience Since Director Beneficially
1987 And Directorships Cont inuous |y As of

Frank J. Becker Personal Investments since 56 1981 4,019
(a)(d)(e)(h)(1) September 1989, and prior to (2)
that Chairman of the Board
and Chief Executive Officer,
Becker Corporation (Truck
Transportation - Bulk Common
Carrier)
Dlrnctor:higs
BANK 1V Butler County, N.A.
Great-West Life & Annuity
Insurance Co.

Glenn Biggs Personal Investments since 58 1986 200
(a)(e)(j? July 1989, and prior to
that Chairman of the Board
and Chief Executive Officer
of Gi1l Companies (Financial
Services), May 1987 to July
1989
Directorships
Central and South West
Corporation
Diamond Shamrock
Southwestern Bancorp, Inc,

Wilson K. Cadman Chairman of the Board and 64 1978 24 439
(b)(d)(h) and President of the Company (2)(3)
Directorships
BANK IV Wichita, N.A.
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Bus iness Experience Since
1987 And Directorships

Hame
Q. Chandler Chairman of the Board, 65
b)(d)(g) h)(1) First National Bank in
Wichita
Directorships
First Bancorp of Kansas
Robert T. Crain Owner, Crain Realty Co., 66

(a)(f)(g)

Ralph Foster
(b)(h)(1)

Donald A.
Johnston
(a){*){g)

Glenn L. Koester

(¢)

Russell W,
Meyer, Jr.
(a{(d)(h)

James J. Noone

(e)(J)

Mar jorie I.
Scetter
(a)(1)

Fort Scott, Kansas

Vice President and General 64
Counse! of the Company
Directorships

Citizens National Bank

Corporate General Manager 58
of Maupintour, Inc.,

Lawrence, Kansas

(Escorted Tours and Travel)

Retired Vice President - 66
Nuclear of the Company

Chairman and Chief Executive 59
Officer, Cessna Aircraft
Company
Directorships
Fourth Financial
Corporation

Attorney and retired 71
Administrative Jucge for

the District Court of

Sedgwick County, Kansas

Consultant, Armstrong 67
Creative Services, Inc.

(since June 1991,

Consultant, Stephan
Advertising; (March 1990 to
June 199') and prior to that
President Setter & Assoc., Inc.
(Advertising and Public
Relations)
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A Common Stock

Business Experience Since Director  Beneficially
1987 And Directorships Cont inuous 1y As of
Name _QOther Than The Company _ Age
Donald C. Slawson Chairman of the Board and 58 1983 0
(c)(e)(h) President, Slawson Companies,
a group of privately owned
rompanies
Directorships
First Bancorp of Kansas
Security Benefit Life
Insurance Company
Security Benefit Group,
Inc.
Newton C. Smith Ph{sicun and Surgeon, 70 1985 6,000
(e)(g) Arkansas City, Kansas (1)
A1) Directors and Executive Officers as a group 99,?38
(3)

(a) Term expires 1992

(b) Term expires 1593

(¢) Term expires 1994

(d) Member of the Executive Committee, of which Mr. Cadman is Chairman,

(e) Member of the Audit Committee of which Mr. Becker is Chairman. The
Audit Committee has responsibility for the investigation and review
of the financial affairs of the Company and its relations with
independent accountants.

(f) Member of the Compensation and Benefit Committee, of which Mr,
Johnston is Chairman. The Compensation and Benefit Committee reviews
and recommends to the Board of Directors the annual salary of the
executive officers of the Company and employee benefits.

(g) Member of the Nominating Committee, of which Mr. Chandler is

Chairman. The Nominating Committee meets primarily to review and
screen al)l recommendations submitted to it and to select and
recommend potentia) candidates to fill vacancies that occur on the
koar® of Dirécrors. The Committee, n recommending candidates for
election as Directors, endeavg~s to lccate candidates for Board
membership who have attained a prominent position in their field of
endeavo¢ &nd whose beskgrounds indicate that they have broad
knowleage and experience and the ability to exercise sould business
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judgment. The Cowumittee will consider rnrominees recommended Dby
shareholders for election as Directors. The names of such nominees,
together with the nominees’' qualifications and consent to be
considered as a nominee, should be sent to the Secretary of the

Company.

Member of the Planning Committee, of which Mr. Cadman is Chairman.
The Planning Committee reviews and considers the long term goals and
objectives of the Company with management of the Company.

Member of the Shareholder Relations Committee, of which Ms, Setter
is Chairman. The Shareholder Relations Committee considers and acts
upon shareholder metters as assigned, from time to time, Dby the
Chairman of the Board.

Member of the Special Litigation Committee, of which Mr. Noone is

Chairman. The Special Litigation Committee considers and acts upon

g:tigction matters as assigned, from time to time, by the Board of
rectors.

No Director or Officer owns over .08% of any class of stock and all
Officers and Directors as a group hold .32% of the Company's
outstanding common shares. Shares of stock on which there is shared
voting and investment power are 300 shares of Mr. Becker, 1,000
shares of Mr, Crain, 1,000 shares of Mr. Foster, 500 shares of
Mr. Johnston, 5,019 shares of Mr. Koester, 150 shares of Mr. Noone,
and 6,000 shares of Or. Smith.

(2) Mr. Chandler is the Chairman of the Board of First National Bank in
Wichita. Mr. Cadman is a Director of BANK IV Wichita, N.A and Mr.
Meyer is a Director of Fourth Financial Corporation, which owns Bank
IV Wichtia, N.A. The Company maintains bank accounts in these banks
and from time to time makes short-term borrowings from them. First
National Bank in Wichita is also Transfer Agent for the Company's
stock. BANK [V Wichica, N.A., is Registrar for the Coupan{‘s stock
and acts as Master Trustee for the Retirement Plan for Employees of
Kansas Gas and Electric Company. Mr, Becker is a part owner in
Price Brothers Equipment Company which supplied approximately
$13,000 of equipment to the Co~ any in 1991,

|
| (3) Includes unexercised stock options of 14,903 for Mr. Cadman, 3,673
| for Mr. Foster, and 39,838 for the Executive Officers as a group.

| Qutside Directors are paid $3,750 per quarter retainer and all Directors
| are paid an attendance fee of $600 for Directors' meetings (3300 if attending

by phone) and $500 for committee meetings. An additional committee meeting
\ attendance fee of $300 is paid to the outside Director Audit Committee
| Chairman, and $200 to other cutside Director Committee Chairmen. All outside
| Directors are reimbursed mileage and expenses while attending Directors' and
‘ Committee Meetings.
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The Board of Directors held 7 meetings during the year, the Audit
Committee 4, the Compensation and Benefit Committee 3, the Executive Committee
1, the Nominating Committee 0, the Planning Committee 0, the Shareholders
Relations Committee 0, and the Special Litigation Committee 0. All Directors
attended 75% or more of tieir applicable meetings.

ITEM 11.  EXECUTIVE COMPENSATION

The tables below set forth all cash compensation of the five highest paid
Executive Officers of the Company for services in all capacities during the
year ended December 31, 1991, and the estimated retirement benefits to be
received in the event of retirement at norma) (or later) retirement age. Also
set forth is cash compensation for all Executive Officers as a group for the
portion of the year during which each person served as an Executive Officer:

Cash

Name Capacities in Which Served _Compensation
Wilson K. Cadman Director, Chairman of the

Board & President § 345,000
Kent R. Brown Group Vice President $ 164,000
Ralph Foster Director, Vice President -

General Counsel $ 159,000
Robert L. Rives Group Vice President $ 159,000
James S. Haines, Jr. Group Vice President $ 155,000
A1l Eight Executive Officers as a group $1 335,000

Deferred Compensation

Included in cash compensation are amounts placed in a1 voluntary Deferred
Compensation Plan for certain employees selected by the management of the
Company. The Deferred Compensa®ion Plan allows participating employees to
defer up to 50% of vheir .anual salary and provides benefit payments in
amounts related to salary deferred and to age at the time of deferral.
Participants who remain in ‘he employ of the Company for seven years
subsequent to a deferral election will receive, after the seventh year, lump
sum payments of amounts deferred plus interest. If a participant's employment
terminates prior to seven years subsequent to a deferral, the participant will
receive reduced payments. Supplemental retirement income or survivor payments,
sade on a monthly basis over a fifteen-year period, will be available if a
participant continues in the employ of the Company until age 65 or the
attainment of eligibility for early retirement under the Company's Retirement
Plan at age 60 or later.

The Deferred Compensation Agreements provide that, upon the employee's
termination without cause or departure for good reassn within two years (or,
in the case of certain executives, three years) after a change in control, (1)
if the employee is then at least age 60, he is entitled to early retirement

54



benefits provided by the applicable Deferred Compensation Agreement without
consent from the Company, (iig if the emplovee at the time of termination s
at least age 50 and had at least five years of service, the employee is full

vested in the lump sum payments and supplemental retirement income, and (111
if the employee is not age 050 and completed five years of service, such
payments are vested at reduced levels.

The amount of interest accrued, during 1991, on deferred compensation for
Messrs. Crown, Cadman, Foster, Haines, and Rives was $23, 162, $128,694,
$21,005, $0 and $45,462, respectively; the eight executive officers as a
group, $252,761.

The Deferred Compensation Plan is available to Directors of the Company
who choose to participate and provides the option to defer up to 100% of a
Director's annual retainer and certain attendance fees. Benefit payment
amounts relate to fees deferred and to age at the time of deferral, Benefits
starting at retirement (normally a?c 70), will be paid on a monthly basis for
up to 120 months, with any installments not paid prior to death being paid to
the Director's designated beneficiary. The amount of interest accrued, for
1991, for all current Directors whc are not executive officers was 3177, 041,

The Deferred Compensation Plans are designed in a manner which, it s
anticipated, will result in no additional cost to the Company since the
Company purchases life insurance policies on the participants' Ilives. The
Company is the owner and beneficiary of these policies. The participants have
no rights in these insurance policies.

Retirement Plans

Al employees after completion of one year of service and attainment of
age 21 become eligible toc participate in the Company's non-contributory
Retirement Plan., Retirement income is based on the avcragn of an employee's
hiqhest five-year's pay during the last ten years of employment, and is
calculated by multiplying such pag, up to the Social Security covered
compensation level, by 1.3% and the excess by 1.65%, and by multiplying the
sum of such amounts by the numher of years of service covered by the
Retirement Plan.

The following table shows the estimated maximum annual retirement
benefit, upon normal retirement, after selected periods of service under the
Retirement Plan. The amounts presented do not take into account any reduction
for joint and survivorship payments.
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150,000 48,021 60,026 72 OJI 84,036 96,042
175,000 £6,27) 70,338 98,474 112,221 (a)
200,000 64,521 30,651 96 781 112,221 (a) 112,221 50)
225,000 72,7171 90,963 109, 156 112,221 (a) 112,221 a)
250,000 81,021 101,276 112,221 (a) 112,221 (a) 112,221 §
275,000 89,271 111,588 112,221 (a) 112,221 (a) 112,221
300, GOO 97,521 112,221 (a) 112,221 (a) 112,221 (a) 112, 622i éa)
325,000 105,771 112,221 li 112,221 (a) 112,221 (a) 112,221 (a)
350,000 112,221 (a) 112,221 2 112,221 (a) 112,221 (a) 112,221 (a)

(or greater)
(a) Maximum allowed by current law,

Estimated years of accredited service for Messrs. Brown, Cadman, Foster,
Haines and Rives are 26, 40, 12, 30 and 35, respectively. Ralph Foster will
also receive benefits under an agreement with the Company wunder which
approximately ten years of service as General Counse! to the Company prior to
employment will be considered as accredited service in calcuiating his
retirement benefits.

The five officers referred to above also participate in an Executive
Salary Continuation Plan which is a non-qualified plan for the benefit of
designated management employees of the C(ompany selected by the Board's
Compensation and Benefit Committee. This plan provides (a) retirement
benefit at cr after age 65, or upon disability prior to age 65, 1n an amount
equal to 80% of such person's final three-year average colpcnsation, reduced
b{ existing pension and social security benefits, such amount to be paid to
the employee or his designated beneficiaries for the loyee's life with a 15
year term certain; and (b) a death benefit if death occurs before age 65,
equal to 80% of the clplozco s then nonthl{ salary payable to his bcnef1c1ary
for 180 months followi death. This plan allows for early retirement with
a benefit reduction of per annum for each full year between ages 65 and
60. 1f, after a change in control, a participant's employment is terminated
without cause or within three years after a change in control by the
participant for good reason, (i) the participlnt‘ beneficiary will be
entitled to the death benefits provided _nder the Program in the event the
participant's death occurs within two years after the date of termination of
employment, (ii) if the participant is at the time of such change in control
at least 60 years of age, the participant will be entitled to the early
retirement benefits provided under the Program, and (iii) if the participant
is not then age 60, upon attaining age 60 the participant will be entitled to
a portion of the participant’'s normai retirement benefit under the program.

In addition to the foregoing, ceriain employees of the Company, including

the five officers referred to above, partici, ‘te in a death benefit plan which
pays to a participant's estate or survivors, whether betore or after
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retirement, 40% of such participant's annual compensation for a period of ten
years. Participants in the death benefit plan are selected by the management
of the Company, If, within two years (three years in the case of certdin
executives) after a change in control, the employee's employment is terminated
by the Cfompany without cause or by the participant for good reason the
omployee's benericiary will be entitled to the death benefits provided under
the Agreement in tKn event the employee's death occurs within three years
after the date of termination cf employment.

The Executive Salary Continuation and death benefit plans are designed in
a manner which, 1t is anticipated, wil)l result in no additional cost to the
Company since the Company purchases 1ife insurance policies on the
participants' lives. The Company is the owner and beneficiary of these
policies. The participants have no rights in these insurance policies.

Emp loyee Stock Owmership Plan

The Company's Employee Stock Ownership Plan (ESOP) was terminated
October 1, 1991 and distribution of accounts or transfer to tha Company's
401(k) Plan was effected on November 18, 1991. A1l employees afts. .ompletion
of six months of service and attainment of age 21 became eligible to
participate in the ESOP. The Company, through a trustee, distributed to ESOP
participants common stock in ar amount equal to utilized qualified federal
investment tax credits, in the proportion that each part ~ipant's compensation
bore to the total compensation of all participants. A portion of the credits
was available only wnen matched by employees, In general, employees were
unable to withdraw contributions from their accounts until termination of
emp loyment. No Company contributions were made for 1991,

Long Term Incentive Plan

The Company has adopted a Long Term Incentive Plan for certain employees
(including officers) of the Company and its subsidiaries. The Incentive Plan
is intended to stimulate individua! performance by eligible employees, so as
to raise the performance of the Compony in a manner bonofitin? shareho lders
and customers and increase employees' attention and priorities to the
achievement of specific long term goals which will increase the Company's
profitanility. Types of awards that may be granted under the Incentive Plan
are restricted shares, fincentive stock options, non-qualified stock options,
stock appreciation rights, performance shares and dividend equivalents. The
Incentive Plan is administered by the Compensation and Benefit Committee of
the Board. In 1991, tr  Company made no grants under the Incentive Plan, In
the event of a chanye 1in control (i) unexercised stock options which were
outstanding at least six months prior to the change in control will be
converted to cash based upon the aifference between the market vaiue and
option price, and (i1) each outstanding performance share will become vested
with respect to the period the performance share was outstanding. Pursuant to
the Amended Agreement and Plan of Merger between the Company and The Kansas
Power and Light Company, the Incentive Plan will be cancelled prior to the
merger and no new grants may be made.

57



fup loyment Agreesments

The Company has adopted a special severance policy for employees of the
Company which provides that in the rvent of the termination of employnent of
such employees, within 18 to 24 mo s after . change in control, other than
for cause or by the employees for 30 reason, they will be entitled to
payments equal to 1.5 to 3 weeks of base salary for each year of service, with
a minimum payment of 8 weeks and a maximum up to 52 weeks plus wup to 13
additional weeks if the employee is unemployed at the end of the initial
severance period. The employees also rcceive continued life, medical/dental
and disability insurance coverage for the period.

The Company has entered into certain employment agreements with the
Executive Officers of the Company, which provide that in the event that the
employment ¢f the employee is terminat . within 36 months after a change in
control other than for disability, deaty, retirement or cause, or by the
employee for good reason the employee s entitled to receive (A) a lump-sum
payment of an amount equal to (1) three times the hi?hor of the average annua
base salary for the five years preceding the change in control and three times
the average annua! base salary on the date of termination of employment for
Messrs, Cadman and Foster, (ii) three times current annual base salary for
Messrs, Richard M, Haden and Rives, and (1i1) two times current annual base
salary for the remaining employees, (B) continued life, meaical/dental and
disability insurance coverage for three years for Messrs. Cadman, Foster,
Haden and Rives and two years for the other employees, and (C) if the employee
is subject to an excise tax imposed under Section 4999 of the Internal Revenue
Code, an additional payment in an amount sufficient such that the employee
retains an amount, after deduction of the excise tax and any federal, state or
local income taxes on such additional payment, equal to the severance payment
to which he is entitled under the employment agreement. Assuming a change in
control and the employee's employment is terminated, such lump sum payments to
Messrs. Brown, Cadman, Foster, Haines, and Rives would be $330,000, $897,6000,
$421,200, $324,000, and $471,000, respectively; anu $3,862,200, for al)
Executive Officers as a group.

ITEM 12, SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEM NT

As of December 27, 1991 the following sharehclders were known to the
wanagement of the Company to be the beneficial owner of more than 5% of the
cutstanding shares of any class of voting securities as set forth below:

, Name and Address of Amount and Nature Percent
Title of Class __ Beneficial Owner __ of Beneficial Ownership of Class
4.32% Preierred Wellington Managemert 11,900 shares, shared 19.83%
Stock Company dispositive power

Boston, MA (2109
Common Stock, Alpine Associates, 2,363,700 shares, no 7.50%
no par value A Limited Partnership shared dispositive

100 Union Avenue power

Cresskill, N.J. 07626



Change in Control

In October 1990, the Company's Board of Directors (. proved an Agreement
and Plan of Merger (the Merger Agreement) with The Kansas Power and Light
Company (KPL), a Kansas corporation and KCA Corporation (KCA), a wholly-owned
subsidiary of KPL, providinx for the nor?or of the Company with and into KCA.
The Campang. KPL and KCA subsequently executed the Merger Agreement,
Following the merger KCA will change its name to Kansas Gas and Electric

Company .

See Item 7 and Note 11 of the Notes to Consolidated Financial Statements
for additional information.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

See Item 10



PART 1V

ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULLS AND REPORTS ON FORM 8-K

(a)

(b)

E

-

-

-

-

Financial Statements - The financial statements and schedules are listed
in the table »f contents for Item 3 of this annual report,

Exhibits:

2(a)

2(b)

3(a)

3(b)

4(c)l

reement and Plan of Nor?er (Files as Exhibit 2 to Form 10-K for
the year ended December 31, 1990, File No. 1-7324).

Amendment No. 1 to Agreement and Plant of Merger (Filed as Exhibit
gagg)rorl 10«K for the year ended December 31, 1990, File No. 1-

Restated Articles of Incorporation, as amended (Filed as Exhibit
i(a) thEO;n 10-Q, for the quarter ended March 31, 1987, File
No. 1-7324).

By-laws, as amended (Filed as Exhibit 3(b) te "'rm 10-K for the
year ended December 31, 1990, File No. 1-7324).

Mortgage and Deed of Trust, dated as of April 1, 1940 to Guaranty
Trust Company of New York (now Morgan Guaranty Trust Company of New
York) and Henry A. Theis (to whom W. A. Spooner 1is successor),
Trustees, as supplemented by thirty-three Supplemental Indentures,
dated as of June 1, 1942, March 1, 1948, December 1, 1949, June 1,
1952, October 1, 1953, March 1, 1955, February 1, 1956, January 1,
1961, May 1, 1966, March 1, 1870, May 1, 1971, March 1, 1972, May
31, 1973, July 1, 1975, December 1, 1975, September 1, 1976, March
i, 1977, May 1, 1977, August 1, 1977, March 15, 1978, January 1,
1979, April 1, 1980, July 1, 1980, August 1, 1980, June 1, 1981,
December 1, 1981, May 1, 1982, March 15, 1984, September 1, 1984
(Twenty-ninth and Thirtieth), February 1, 1985, April 15, 1986, and
June 1, 1991, (Filed, respectively, as Exhibit A-l to Form U-1,
File No. 70-23; Exhibits 7(b) and 7(c), File No. 2-7405; Exhibit
7(d), File No. 2-8242; Exhibit 4(c), File No. 2-9626; Exhibit 4(c),
File No. 2-10465; Exhibit 4(c), File No. 2-12228; Exhibit 4 c;

File No. 2-15851; Ixhibit 2(b)-1, File No. 2-24680; Exhibit 2(c),
File No. 2-36170; Exhibits 2(c) and 2(d), File No. 2-39975; Exhibit
2(d), File No. 2-43083; Exhibit 4(c)2 to Form 10-K, for December
31, 1989, Fila No. 1-7324; Exhibit 2(c), File No. 2-53765; Exhibit
2’0;, File No. 2-55488; Exhidit 2(c), File No. 2-57013; Exhibit
2(c), File No. 2-58180; Exhibit 4(c)3 to Form 10-K for December 31,
1989, File No. 1-7324; Exhibit 2(e), File No. 2-60089; Exhibit
2§cg. File No. 2-60777; Exhibit 2(g), File No. 2-64521; Exhibit
2(h), File No. 2-66758; Exhibits 2?45 and 2(e), File No. 2-69620;
Exhibits 4(d) and 4(e), File No. 2-75634; and Exhibit 4(d), File
No. 2-78944; Exhibit 4(d), File No. 2-87532; and Exhibits 4(c)4,
;ggzs and 4(c)6 to Form 10-K for December 31, 1389, File No. 1I-
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4(c)2

4(c)3

Thirty-second Supplemental Indenture dated as of April 15, 1986, to
the Company's Mortgage and Deed of Trust,

Thirty-third Supplemental Indenture dated as of June 1, 1991, to
the Company's Mortgage and Deed of Trust,

Instruments defining the rights of holders of other long-term debt not
required to be filed as exhibits will be furnished to the Commission upon

request.

*10(a)l

*10(a)2

*10(a)3

10(b)1

*10(b)2

*10(¢)

*10(d)1

*10(d)2

12
24

Severance Agreement (Filed as Exhibit 10(a)l to Form 10-K for the
year ended December 31, 1990, File No. 1-7324).

Severance Agreement (Filed as Exhibit 10(a)2 to Form .. & for the
year ended December 31, 1990, File No. 1-7324).

Severance Agreement (Filed as Exhibit 10(a)3 to Form 10-K for the
year ended December 31, 1990, File No. 1.7324).

Executive Salary Continuation Program.

Amendment to Executive Salary Continuation Program (Filed as
Exhibit 10(b)2 to Form 10-K for the year ended December 31, 1990,
File No. 1-7324),

La Cygne 2 Lease (Filed as Exhibit 10(a) to Form 10-K for the year
ended December 31, 1988, File No. 1-7324).

Long-Term Incentive Plan (Filed as Exhibit 10(d) to Form 10-K for
the year ended December 31, 1989, File No. 1-732%).

Amendment to Long-Term Incentive Plan (Filed as Exhibit 10(d)2 teo
Form 10-K for the year ended Decewber 31, 1990, File No. 1-7324).

Computation of Ratlo of Con=:®idated Earnings to Fixed Charges.
Independent Auditors' Consent.

*Incorporated herein by reference as indicated.

(¢) No reports on rorm 8<K were filed in the fourth quurter of 1991.

A report o Form 8-K was filed on February 7, 1992, reporting the receipt
of all required approvals in the merger with KPL.

A report on Form 8-K was filed on March ¢, 1992, reporting the Company's
1991 earnings and providing the 1991 Consc!idated Financial Statements
including Notes to Consolidated Financial Statements.

A report on Form 8-K was filed on March 13, 1992, reporting the possible
delay of the closing of the merger with KPL.
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Pursuant to the requirements of Section 13 or 15(d) of the Securities
Exchange Act of 1934, the Registrant has duly caused this report to be signed
on its behalf by the undersigned, thereunto duly authorized.

KANSAS GAS AND ELECTRIC COMPANY

BY: William B Moore

WiTT{am 8. Moore
Vice President - Finance and Treasurer

March 30, 1992
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Pursuant 18 e reguirements of the Secunties Exaohange A1 0f 1834, this repart nas Leen K ned beiow by the following
persons on benell of B reglurat NG 1N 1he CRDAcItes KD O the Jaies ndiosied.

SR ING ) Tve Jme
Chatrman of the Boara Mrroh 30 198

___W_____ o Promscent  Fneron Maroh 30, 1982

Mooy and Tromern

W Vics Presicent - Maroh 30, 1982
AT ACCERITTING

Raiph Foster Dérecrore Maroh 30, 1982
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INDEPENDENT AUDITORS' CORSENT

We consent to the incorporatir- by reference in Registration Statements Nos.
33.26891, 2-64703 (Post-Effs:tive Amendment No. 3), 33-28651 and 33-32515 of
Kansas Gas and Electric Comsany on Form S-8, No. 33-2176 of Kansas Gas and
Electric Company on Form S-3, No. 33-38967 of The Kansas Power and Light

¢ ry on Form S-4, and No, 33-40527 of The Kansas Power and Light Company
on Form S-3 of our repor: dated March 6, 1992 ap earing in this Annual
Report on Form 10-K of Kansas Gas and Electric Company for the year ended

December 31, 1991.

DELOITTE & TOUCHE

Kansas City, Missouri
March 30, 1992



