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WESTERN RESOCURCES, INC

COMPANY PROFILE

estern Resources is a diversified energy company. lts regulated utilities operate

in Kansas and Oklahoma. Through its non-regulated subsidiaries and affiliates, energy-related
praducts and services are developed and marketed in Kansas, Oklahoma, Arkansas, Texas, New
Mexico, Colorado, Nebraska, lowa, Missouri, Hlinois, Louisiana, Mississippi, and Alabama, and

in South America,

CORE BUSINESS UNITS

GENERATION: Total electric capacity is 5,240 megawatts, with 62 percent of that capacity

tueled by coal, 10 percent by uranium, and 28 percent by natural gas or fuel oil. Western Resources
produced 21 billion kilowatt-hours of electricity in 1995, The generation business unit includes

all retail and wholesale regulated power production capabilities and functions owned by Western

Resources, Inc.

TRANSMISSION: The transmission business unit is responsible for all transmission lines and
facilities, as well as interconnections to other electric utilities. The company operates approximately
6,300 miles of electric transmission lines with interconnections to 11 other electric utilities in the

central United States.
RETAIL MARKET: The retail market unit is composed of the KPL and KGE operating groups.

KPL and KGE distribute electricity and natural gas 1o more than 1.2 million customers in Kansas
and northeastern Oklahoma. Sales for 1995 rotaled 20,280,000 megawatt-hours of electricity and
94,681 million cubic feet of natural gas, with additional transporration sales of natural gas
of 48,292 million cubic feet. Operations headquarters are in Topeka, Kansas, for KPL and

in Wichita, Kansas, for KGE.

Western Resources, through its Gas Service division, manages more than 1,700 miles of natural

gas transmission pipeline and oversces the activities of the Mid Continent Market Center. The

Mid Continent Market Center offers natural gas transportation, wheeling, parking, balancing,

and storage services to customers throughout the central and midwest regions of North America,
The Market Center, which began hub operations July 1995, is based in Topeka, Kansas, and moves

an average of 200 million cubic feet of natural gas per day.




WESTERN RESQURCES, INC

“Our intent is
to increase our
customer base
through new
products and
to make
customers’ lives

a little easier.”

GROWTH BEYOND CORE

WESTAR BUSINESS SERVICES: Westar Business Services is structured to pursue opportunities
in the energy and independent power production markets and provides broad-based energy
solutions tailored to meet business needs. Westar Business Services is headquartered in Topeka,

Kansas, and is comprised of the following operations:

Westar Gas Marketing (formerly Astra Resources Marketing) is a full service natural gas marketing
company offering the services of natural gas marketing and sales, purchasing and supply,
transportation management, gathering, liquids processing, and liquids marketing, Revenues

from this unit totaled $146 million in 1995,

Westar Electric Marketing will manage activities in electric energy markets and independent
power production markets, including marketing and brokering power nationwide. Westar Electric
also will offer risk management transactions, such as options and futures contracts and energy

conversion and emission allowance trading transactions services.

Westar Sales provides expertise and services, on a national basis, in such areas as energy project
management, construction and maintenance of electric, natural gas, communication, and water

And wastewater treatment systems.

Westar Cogenex is a joint venture berween Westar and EUA Cogenex, based in Lowell,
Massachusetts, to offer integrated energy efficiency improvement services to industrial and

commercial customers in Kansas, Missouri, Nebraska, Oklahoma, and Arkansas.

WESTAR CONSUMER SERVICES: Westar Consumer Services conducts research on customers’
needs, develops and tests products and services, and provides ongoing product management.
Through Westar Consumer Services the company has entered the monitored security business

and launched home appliance repair coverage service under the name Appliance Care™ Westar

Consumer Services is based in Topeka, Kansas.

WESTAR CAPITAL: Westar Capital is a holding company that owns investments in energy-

related technology development. One subsidiary, Astra Resources Compression, Inc., merged -

with Hanover Compressor Company of Houston, Texas, in 1995, to create the second largest
rental fleet of natural gas compression units in North America and the third largest such operation

in South America. Westar Capital is headquartered in Houston, Texas.

THE WING GROUP: The Wing Group. a developer of large international power generation
projects, was acquired in early 1996. The Wing Group has interest in projects in Turkey, Kuwait,
China, and Southeast Asia with combined generating capacity of 8,000 megawarts. The Wing

Group is headquartered in Houston, Texas.
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John E. Hayes, Jr.

Chairman of the Board,

President, and Chief

Executive Officer

DEAR FELLOW SHAREHOLDERS. WESTERN RESOURCES, INC

ctions to achieve our business plan marked 1995 as a watershed

year tor Western Resources.

As our sharcholders know, competitive evolution resulting from customer demands
and available technology is driving our industry. To be successful tomorrow, we have
set our strategic priorities ambitiously, yet realistically.

Let me share briefly v. ‘th you our plans going forward.

In an industry with hundreds . € competitors, the largest having no more than four

percent market share, it is clear tha: we must grow in order to achieve our goals.

How will we succeed? By focusing on four iverse components that combine for

strong, substantial growth:
* We will acquire large- and small-end energy customers.

* Our subsidiary, Westar Consumer Services, will develop and market

unregulated products and services.

* Another subsidiary, Westar Business Services, will develop and market

unregulated products and services for the business sector.

* And we will acquire domestic and international energy companies with

substantial earnings and growth potential.

To achieve these strategies, we are guided by four core values: customer satisfaction,
financial strength, growth, and marketing. We moved forward on these strategies in

1995 and will accelerate our momentum in 1996.



WESTERN RESOURCES, INC

“...actions during
the past year

created new While we created new business opportunities in 1995 that strengthened our financial |
and iudustry position, we also improved results in existing operations,
opportunities
* First, let’s address earnings. Earnings from ongoing operations were up $0.10
for growth. Fig over 1994, Our 1995 common stock earnings of $2.71 were down from 1994’
carnings of $2.82. The difference can be attributed in part to a $0.31 gain in
1994 on the sale of the company’s Missouri natural gas properties,

* Operationally, we were solid performers. In 1995, our electric operating
revenues were two percent higher than the previous year, reflecting a return
to more normal weather patterns. Operating expenses were down four percent,
a result of continued cost-control efforts.

* Western Resources' stock price in 1995 closed at $33 3/8 per share, up 17%
from 1994’s year-end price of $28 5/8. Our stock performance is another
indication that Western Resources is emerging as a strong contender amid the

uncertain, rapidly changing landscape that characterizes the energy industry.

And, as we journey into 1996 and beyond, we will continue our course to be a major
force in the energy industry. As you read this year'’s annual report, what quickly
becomes clear is that so many of our actions during the past year created new

opportunities for growth in the future.

Our aggressive action in 1995 is a direct result of a process — Project BLUEPRINT,
in which we have involved every employee to commit Western R =sources to the

future vision.

Project BLUEPRINT, launched in 1994, involves every single person in the company
in redefining our business. We bring together people from all levels and every part of -



TOTAL RETURN

R sar 500
B sa&r ELECTRIC
R WESTERN RESOURCES

Waestern Resources’ five-year
cumulative total return continues

to outperform Standard & Poor's 500
and Electric Utility indexes. The graph
represents the value of $100 invested
on December 31, 1990, including stock
price appreciation and reinvestments
of dividends. Assumes a fiscal year
ending December 31

WESTERN RESOURCES, INC

the organization in a serics of multi-day forums. Individuals are charged to re-think
the way we do business — and the way they perform their jobs. Then, working

together in what we call Z-Teams, people create new business initiatives.
We know we can do better than mere incremental improvement. We proved that
in 1995 by creating new growth opportunities while improving performance in our

existing businesses.

In the pages that follow, we describe in more detail how we have advanced our four
core values and, in the process, advanced the value of your investment in Western
Resources.

Our vision remains clear and our convictions strong,

It is imperative to look at business in a new way, a different way, :nd subscribe

to a philosophy that embodies innovation and creativity.

Competition is here and we embrace it.

JOHN E. HAYES, JR

Chairman of the Board, President, and Chief Executive Officer
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The regional

economy continues
on a hsaithy course

with the aircraft

industry adding
jobs to mest
new contracts

and ovders.

CUSTOMER SATISFACTION WESTERN RESOURCES, INC

s energy-savvy customers demand more choices and value, customer satisfaction

is the hallmark by which all successful energy companies of the future will be measure.'.
Make no mistake. Energy usage growth alone will not ensure our viability.

Our intent is to increase our customer base through new products and services that make
customers’ lives a little easier. And actions taken in 1995 give customers more value-added

options, more services, and more satisfaction.

First, we implemented a service guarantee program, entrusting empioyees to drive the process.
If, for any reason, a customer is not satisfied with the timeliness of our appointments for
installations of security lighting and service connections, the customer automatically is refunded

up to 25 percent on their next energy bill.
Who makes the decision? The customer, no questions asked.

As we continually monitor the program to ensure quality control and customer satisfaction, the
numbers tell the story. Since its inception last September, less than $2,000 has been refunded to
customers, an average of $22 per customer request. Compare that to more than 116,000 customer
service contacts during the same time and one thing becomes clear: we are delivering on our

promise tc ensure every customer is satisfied. Guaranteed.
Achieving customer satisfaction also requires new business offerings.

Consequently, we quickly established a presence in the security service business, an emerging
industry with incredible growth opportunities. In fact, the largest security provider in the nation
has less than 1.5 million customers. The security business is a natural fit for us, an extension of

our ability to provide round-the-clock safety, reliability, and service.

In 1995, we acquired two local security service providers: Mobilfone Security of Topeka and
Communications & Signaling, Inc. (CSI), also of Topeka. Mobilfone and CSI both provide sales,
installation, and security monitoring services to Kansas homes and businesses. We intend to acquire
Mobilfone Paging, which provides paging services to more than 250 communities and offers

regional and interstate paging via satellize.



WESTERAN RESOURCES, INC

“Through Westar
Consumer Services
the company entered
the monitored
security business
and launched a home
appliance repair

coverage service.”

10

A third security-related transaction is an agreement thar provides us an 11.7% ownership in the
prestigious internacional security provider ADT Limited, with an option to acquire an additional
11.7% stock ownership.

Perhaps more intriguing, however, are our plans to propose o ADT the possibilities of jointly
marketing Westar energy products through AL T's network of more than 200 sales offices
throughout North America, the United Kingdom, and Europe. You will learn more about

our national marketing strategy and Westar brand identity throughout this report.

We also launched a new consumer service — Appliance Care — taking the worry from home

appliance breakdown and repait.

For a low, monthly fee added to customers’ monthly energy bill, consumers can conveniently
guard against repairs with no inspections or deductibles. Initially introduced in Wichita and
Hutchinson, Kansas, the plan has expanded to other cities within our KPL and KGE service
territory. Consumer response has been encouraging, with enrollments exceeding 1995
projections and estimated annualized revenue gain of more than $1 million. We plan to

expand Appliance Care statewide in Kansas in 1996.
To be successful, customer satisfaction must also apply to commercial and industrial customers.

To that end, we are offering integrated energy management services through our 1995 joint

venture with EUA Cogenex Corporation, the country's largest energy management firm.

Custom services marketed with EUA Cogenex give convenience to our business customers
by reducing their energy dependence through efficiency improvements and creative energy

supply solutions,

Convenience in the natural gas compression and handling services for customers in North
America, the Gulf of Mexico, and South America has increased through our 1995 merger
with Hanover Compression Company. Overnight we created North America’s second largest

and South America’s third largest fleet of rental natural gas compression units.



The KPL and KGE operating groups
provide 24-hour coverage through our
consolidated customer action centers
and service personnel. Here, Bob Smith
journeyman lineman, replaces a street

light along a busy Topeka thoroughfare

“The Market Center
continues our
customer
satisfaction
strategies by
offering one-stop

- shopping to

“producers,
marketers, and
local distribution

companies...”

CUSTOMER SATISFACTION

And for power producers, marketers, and local distribution companies within the midwest, thy

Mid Continent Market Center, which started operations in July 1995, by vear end was moving
an average daily rotal of close to 200 million cubic feet of natural gas on our existing intrastate
pipeline. The Market Center continues our customer satisfaction strategies by offering one stop

shopping to producers, marketers, and local distribution companies in the natural gas business

Repeatedly in 1995, customers voted with their dollars to do business in our service territors

A tew examples. Forrune 500 company, Armour-Swift-Eckrich, culminated a year-long search

by locat..  a new $24 million meat processing plant in Junction City, Kansas. Western Resources

. '.| - ¢ ¢ involve | 5 ¢} he beg N
economic development statt was invoived with courting the project trom the beginning. | he plant

will employ 320 to 340 people the first year and 400 people by 2000. The producer of luncheor

meats and frozen meat products sought a locanon with good geography, available labor, access 1o

an interstate highway, reasonably-priced utilities and an attractive community image. Saving the

community “exceeds every one of our initial expectations,” Armour-Swift-Eckrich praised Junction
City as being a “winner on every count we looked at.” Estimated annual eneray sales of more than

43 million kilowatt-hours are expected

In the aviation industry, Cessna, Raytheon (formerly Beech Aircraft), and Boeing all plan to
expand their facilities and add jobs in territeries served by our KPL and KGI operating groups

i | | | {
V!‘.H|1p~ Lighting, a major manufacturer of fluorescent lamps ilso plans an expansion that will add

elecericity sales of about seven million kilowatt-hours and boost natural gas sales by 243 million

( u}‘t\ teet

{ £ 3 L
[hese ENETgY-INIEnsive DUSINEGSS exhansions remntorce the health of the Kansas economy and
i?| Istrate the company s success in I’-:u‘ni!!v\,i on the CXisting mer base and securing th
lovalty of thar toundation

¢ are committed to eaming customers satistaction as we broaden our customer base and produ

otterings. Our tocus s the customer and we will maximize every opportunity to strengthen existing

‘ |
customer relationships while developing new partnerships
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stock is traded

on the New York Stock
Exchange (NYSE)

under the symbol WR.

FINANCIAL STRENGTH WESTERN RESOURCES, INC

ur commitment to you, our shareholder, is exemplified by maintaining investment

grade credit and providing a competitive return.

We believe the aggressive steps we took in 1995 to develop new business opportunities represent
the best way ro ensure future financial strength. In a competitive environment, failure to continue
to grow a business means stagnation. In this new era, maintaining the status quo is one of the

riskiest strategies we could pursue. Obviously, we have no intention of allowing that to happen.

Perhaps most importantly, while establishing attractive new opportunities last year, we also

improved financial performance in our traditional business units.

* Operating expenses decreased almost 4% versus 1994. Decreases were mainly attributable to
lower fuel costs and savings associated with the divestiture of the Missouri natural gas properties

in the first quarter of 1994,

* Although reported earnings per share totaled $2.71, down from $2.82 the previous year, it is
important to remember 1994 earnings included a one-time $0.31 gain attributable to the sales
of our Missouri gas properties and another $0.08 of operating income from those properties
prior to their sale. Adjusting for the effects of the Missouri divestiture, earnings were actually
healthier in 1995,

* Total electricity sales increased 3%. A return to more normal weather in 1995 contributed to

higher sales of elecericity to all customer classes. That meant that weather-sensitive residential sales

were up 2% becaus ¢ increased air conditioning demands. Industrial electricity sales increased
4%, significantly national average growth rate of 2% last year. Our service area economy
continued healthy Kansas unemployment for the year averaged 4.7%, well under the
national average of °.0%. And the future looks bright, because some 35 companies chose our

territory as the location for their new and expanded operations. Those new customers represent
electric demand of 16.5 megawatts and an additional annual consumption of 88 million kilowatt-
hours. The same new customers will mean the sale of an estimated additional 416,146 thousand

cubic feet of gas,
¢ Total return on your investment continues to outperform representative indexes. Cumulative

total return over the last five years for Western Resources stock again exceeded both the S&P

Electric and S&P 500 indexes. Annual shareholder return, including dividends paid and stock

13



WESTERN RESOURCES, INC

“...we will continue
our course to be
a major player in
the future of the
energy industry
where companies
with a strategic
focus, vision and
powerful brand will

be successful.”

14

price appreciation, topped 24% in 1995 alone. Increasing dividends and a share value that has

grown more than 50% since 1990, leave no question that Western Resources is a company that

offers real value for the long term.

The market, and its analysts, are taking a closer look at companies in the energy business and
measuring financial strength and value by assessing factors such as management skill, strategic
direction, and adaptability to change in addition to evaluating the traditional influences of

regulatory climate and construction plans.

Western Resources has taken steps to reinforce our attractiveness to investors and analysts. And
although we do not predict the future or speculate on carnings, our focus has beer. on laying

the groundwork for sharcholders to experience added value in the future.

The newly formed Westar business units all are expecied 1o increase their contributions to net
income. 1995 nonregulated bus'ness revenues grew 9% to $161 million. With the strong moves

we took last year to develop new businesses, the nonregulated portion of our income should

continue to show significant growth,

Continuing our cost-cuting efforts, voluntary early retirement programs were completed at
Western Resources and at the Wolf Creek Nuclear Generating Station, of which the company
owns a 47% stake. Targets were met when 216, of 420 eligible, employees at Western Resources
accepted the plan, effective June 30. Six months savings substantially offset the costs of the plan
recorded in the second quarter. Another 56 employees elected to retire early at Wolf Creek.

More than 200 positions will not be replaced. Estimated annual savings from the actions

will be approximately $12 million.

To reinforce the balance sheet, on December 4, the company issued four million shares of 7 7/8%
trust-based preferred securities. This unique financing instrument offers double benefits to the
company: the dividends paid are tax deductible by the company, like long-term debt, but the

shares bolster the company’s equity position, like a stock issue.

By pinpointing the timing of the offering, Western Resources accomplished the lowest interest rate

of any securities of this type issued in 1995. The proceeds, $100 million, were used to pay down



To make life a little easior for shareholders

improve service, and reduce costs, the
compnny moved its shareholder services
in-house Now, whan you have a guestion
about your account, an employee handles
your inquiry, rather than an agent for the
gompany. Rechell Smith is one of the
friendly, heiptul representatives who

serve you

“In this new era,
'maintaining the
status quo is
one of the riskiest
strategies we

could pursue.”

FINANCIAL STRENGTH WESTERN RESOURCES, INC

the company’s level of short-term debt. The short-term debt balance decreased 34% by the end
of 1995 compared to year-end 1994. The company’s continued favorable capital structure reflects

our efforts 1o shore up the balance sheet to be ready to take advantage of growth opportunities

To turther strengthen our competitive position for the long term, we filed an innovative multi-part

rate plan with the Kansas Corporation Commission. Briefly, the components include

* An increase of $36 million in natural gas rates to compensate for increased operating costs and

pipeline replacement

* A reduction of $11 million in annual depreciation of transmission plant assets

* An increase in depreciation expense for the Wolf Creek Generating Station by $50 million
a year for the next seven years. At the end of this period, Wolf Creek's fixed costs will be below

$900 per kilowart, making the nuclear plant competitive with a new coal-fired generating plant

* Coinciding with Wolf Creek’s rate base reduction, is a reduction of KGE retail customers
electric rates by $8.7 million per year for the next seven years. The total rate reduction of about
$61 million by the end of the seventh year will move KGE's rerail electric rates toward the
national average. KPL rates — already about 27% below the national average — should

remain stable

We believe this plan will ensure that our rates remain competitive, while reducing costs and

increasing revenues

We have every reason to feel confident in our continued financial strength

Economists agree that our service territory will continue healthy, sustainable growth, mirroring
national average growth rates. Additional growth in net income will come from continued expense
savings and aggressive, strategic marketing of our services. But even greater growth will come from

our new business initiatives, which we talk more about in the next section of this report

In summary, our financial strength positions us well for the future, expands customer choices

and continues to add significant value to vour investment

15
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APPLIANCT CARE

ustomer

. SECURITY SERVICES
convenience and peace :
of mind come with

the first two consumer

products unveiled this

year by 2/&—-.___
Westar

To learn more about these exciting products, pricing for various product
packages, product availability in your area, or additional consumer
services planned for 1996, call Westar Consumer Services at (913)575-1118
or complete and return the following reply card
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The company

is branching out

into smart, strategic
growth-oriented
businesses related
to the energy
business, such as
monitored security
systems for residential
and commercial

GROWTH WESTERN RESOURCES, INC

ur growth goals will be realized by increasing income through aggressively pursuing
new business opportunities, maximizing use of our resources, and capitalizing on our competitive

strengths.

Our course was set in 1994. And as 1995's joint venture, merger, and acquisition activities
unfolded, the full meaning behind our growth mission now is clear. To accelerate our aggressive
growth strategy, we appointed former Wall Street merger and acquisition strategist David Wittig
as executive vice president of corporate strategy. A native Kansan, David has nearly two decades
of investment banking experience, most recently as managing director and co-head of mergers

and acquisitions for Salomon Brothers, and previously as head of mergers and acquisitions for
Kidder, Peabody & Co.

With corporate development high on our priority list, shareholders may rest assured that 1995
was not an aberration. Western Resources will continue to pursue new growth opportunities
consistent with the company’s strategic plan.

More specifically, we are evaluating regulated and nonregulated, stand-alone, selt-funding
businesses that offer collateral power marketing opportunities. We plan to take full advantage
of the fact that the fur re is going to run on electricity. New technologies are gaining
Jominance in all industries as dependence on microprocessors and electronics increases

in the manufacturing and service sectors.

We will focus on companies that offer related products and services, for example:

* Energy services and equipment management

* Power quality and uninterruptible power supply products

* Premise security and environmental monitoring services

Signaling our expansion into the international power market, earlier this year we acquired

The Wing Group, one of the premier jower developers in the world.

17
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“...we are evaluating
regulated and
nouregulated,
stand-alone, self-
funding businesses
that offer collateral
power marketing

opportunities.”

18

This partnership gives us an excellent means for broadening our markets and providing a solid
growth opportunity for our company and its shareholders. Under terms of the agreement, the
company has received options to acquire The Wing Group’s interest in projects under development
in Turkey, Kuwait, China, and Southeast Asia with combined generating capacity of more rhan
8,000 megawatts, The Wing Group acquisition is a logical step in our effort to broaden our

competitive energy operations.

As vigorously as we intend to pursue additional merger and acquisition opportunities, we also
will continue to work to maximize our existing resources. To accomplish a successful future, we

realize that we must take advantage both of growth venues, as well as rely on employee expertise

and talent.
We had some strong success stories this last year,

For example, a multi-disciplinary Project BLUEPRINT task force — called a Z-Team — analyzed
our construction budget. Applying creative, innovative thinking, Z-Team members cut 30%,

roughly $300 million during five years, from a $1 billion construction forecast.

Now, instead of increasing each year, our construction expense actually declines year-to-year from
1994 through 1996. While construction expenditures will jump slightly in 1997, current estimates
call for these costs to fall to 75% of the 1995 levels by 1998.

In fact, no construction of generating capacity is needed until 2002 at the earliest. This trimming
does not minimize quality, instead our employees are charged with rethinkir g business and
identifying redundancies or waste in our system. With the lowering of construction expenditures

comes an improvement in cash flows.

We saw an opportunity in combining our excess natural gas supply with our ability to transport
it. The group wrote an As-Available Gas Sales tariff to bundie or combine excess gas with
transportation capacity and sell both as a bundled service. The KCC approved the tariff, giving
us a 50-50 split of profits or $1.5 million annually — all from existing capacity and infrastructure

and as a result of employee insight.
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Previous to Federal Energy Regulatoy Commission Order No. 636, owher suppliers had

.
n Resources for gas and

inventories in storage and charged Weste carrying costs when we mads

1 14 L )

a purchase, We would recover those costs through purchas: gas adjustment formulas. But our cost

As we position the company for increased . -

competition in the energy business, we've recovery stopped after the new order. The emplovee team filed a plan for recovery of these costs

rl t I

introduced a new ook tc accompany our L } }\( } ‘ 1 4 1 w {29 2 l 1

) the rhig nproved the pl nd allows us to recoup sstumated 3.2.3 mill annually

energy brand — Westar Outside our wWItDh the CC, which af ; roved the ;mm and alows us to recoup an esumarted d. nidion an il
traditional service areas, the brand name
Westar will appear on our new products

Another example of Maximizing our resources directly involves shareholders. A study of

and services as we drive into new mMarkets
i 1l i ]
l shareholder services found that we could offer quicker, more personal service to our shareholders
than the outside vendor we had used for 25 years. Besides providing faster and better service to

our owners to make their lives easier, we also will save an estimated $200,000 annually by bringing
y \

this function in-house

Western Resources’ people also have grown consistently more productive. Partly because of
increased training and new tcdmump and p.izzi\ because of expanded empowerment, our
improved productivity allowed a workforce reduction of 20% since 1988 — all through voluntary

programs. At the end of 1995, our total workforce was 367 positions below budget

erged for Western Resources

In 1995, many new growth opportunities con

We opened new markets
“To accomplish a '
We increased sales of energ products and services
successiui future,

And we increased the productivity of existing resources

we realize that

-\-.vm’;pt:xh:m‘mx of 1995 will bear an ever Increasing bounty tn rurure year

we mUSt take to keep our “opportunity pipeline” full, balancing external business onpor
idea-driven change resulting in growth

advantage of

growth venues, as

well as rely on

employee expertise

and talent.”
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We're maximizing

growth and marketing
opportunities in

the U.S. and abroad
as they fit into

our strategic

business plan.

MARKETING WESTERN RESOURCES, INC

¢ believe there are two keys to effective marketing; listening and responding to

customer needs and expanding beyond our traditional borders with a national brand identity.

The energy business of today allows our larger, industrial customers energy options. The energy

business of tomorrow will do the same for the residential marker.

This reality demands we truly understand our customers. When they have an energy choice,

we want ther to choose us.

To that end, we are tailoring pricing plans, offering expeitise in solving specific technical

problems, and providing broad-based analysis and comprehensive energy management plans.
We are partnering with customers — large and small — to make their lives a lictle easier.

It all started in 1994 when we began an in-depth study of our largest customers’ operations and
energy needs. We established individualized account management for large customers. And we set
up multi-disciplinary teams to recommend customized approaches to keep our largest customers

satisfied and on Western Resources’ energy system.
We've reaped returns on that investment.

For example, most of our largest customers have signed contracts ranging up to 10 years in length.
And these contracts have provisions for customers to increase their electricity usage during the

contract life.

One of our 1995 success stories involved a 15-year contract worth approximately $300 million
with Empire District Electric Company for wholesale electricity. Empire had competing proposals
from several other companies. But Empire chose Western Resources as its strategic partner well
into the next century. We believe the reason we won the business is that we understood Empire’s

needs better than our competitors.

To capitalize on our local marketing strength, we introduced Westar, a new, single-brand energy

identity for use beyond our traditional service territory.

To complement Westar, we unveiled a new company logo — a single, streamlined star replacing
our double-star logo, and will use a company modifier: “making life a little easier.” Because of their
obvious strengths and recognition with existing customers, the names Wesiern Resources, KPL

and KGE will remain in use in their traditional service areas.
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“We are partnering
with customers—
large and small-to
make their iives

a little easier.”

Westar, however, will be used domestically and internationally as we penetrate new markets.
Fortifying the Westar energy brand, two new companies — and one renamed — were launched
to concentrate marketing at home and abroad.

Westar Consumer Services, Westar Business Services, and Westar Capital (formerly Astra
Resources) all have the customer in focus, identifying marketing partnerships, new programs,
services, with an unregulated flair. And we've added markering strength to our Board of Directors
through the election of Susan Stanton, President and Chief Operating Officer, Payless Cashways,
Inc., Kansas City, Missouri. Susan brings marketing expertise and insight through her more than
12 years of success in retail marketing,

Wiestar Business Services' leadership in high-technology niche markets is an important part of our
marketing strategy. Already a recognized industry leader in marketing electrotechnologies, Western
Resources continues its work with customers to treat wastewater, establish industrial drying

processes, or sterilize medical equipment against bacteria that resists conventional disinfectants.

We were instrumental in the decisions to install ozone water treatment technologies for

StarKist foods in Lawrence, Kansas, and for the City of Emporia, Kansas. The company joined
with a major grocer chain and a casc manufacturer to pioneer an innovative non-CFC
(Chlorofluorocarbon) case refrigeration system. Tk » new technology requires 7. refrigerant and
piping and meets or exceeds stricter environmental standards.

Our marketing efforts also achieved significant progress in the deployment of highly efficient
drying and curing technologies. Using ultraviolet and radio frequency (RF) technologies, instead
of heated air methods, these systems reduce production costs, and lower air cond’ coning expenses.
The revised processes also result in improved drying operations, eliminate large olumes of exhaust
air, and increase usable floor space. These electrotechnologies are in use at 10 cus ‘omer locations
for ink drying, paint drying and curing, and emuision processing. Several more installations are
planned for 1996.

Westar Business Services will aggressively market energy efficiency services for commercial and
industrial customers as a result of our new joint venture with EUA Cogenex Corporation. We are

confident many of our existing customers will find this new problem-solving service attractive.



WESTAR GAS MARKETING
SALES VOLUNMES

BILLION CUBIC FEET
90 s

Waestar Gas Marketing has shown
substantial growth since its inception
in 1988 Sales volumes have grown
from 4.5 billion cubic feet (BCF) to
maore than 82 BCF in 1896

“...we introduced
Westar, a new,

“single-brand
energy identity
for use beyond
our traditional

service territory.”

MARKETING WESTERN RESOURCES, INC

And we look forward to serving new customers in our initial, five-state service area of Arkansas,
Kansas. Missouri, Nebraska, and Oklahoma. Over time, our focus will broaden to reach customers

outside of this five-state territory.

A Westar Capital subsidiary, Astra Resources Compression, Inc., joined with Hanover
Compressor Company in 1995. The merged company is the second largest natural gas
compression rental unit company serving the North American market and the third largest in
South America. The compressor fleet moves natural gas from the wellhead, through the gathering
pipelines and processing plants to interstate pipelines. Rental firms, like Hanover, are specialist
providers Because they own compressors that vary in size and horsepower, they can change

out equipment to suit the needs of the producer during the life of the well.

Westar Consumer Services — with a focus on the retail customer — will explore the opportunities

of offering uninterruptible power supply systems for domestic and international customers,

These critical service support systems give us an important differentiating strength with
commercial and industrial customers. Increasing use of computer-aided, power-sensitive
equipmert, by industrial and commercial customers, calls for reliable electricity and stable power
quality. An interruption in supply can cause serious losses. The annual cost of power interruptions
and voltage variances is estimated to be $3 billion to $5 billion nationally. These products also

have applications in the home.

For residential and business customers, our new security service — through Westar Security
Services — offers a well-known and trusted name for a critical service. Monitored security services
are a natural supplement that complement the dependable energy services we provide and are just

one more way to “make life a little easier” for our customers

In short, all these new businesses not only add revenue sources, they also help differentiate and

position Western Resources as an aggressive, value-added, long-term strategic partner.

That's precisely the market position we intend to earn.
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SELECTED FINANCIAL DATA

WESTERN RESOURCES, INC

dollars in thousands 1995 1994 1993 1982 1891
Year ended December 31
INCOME STATEMENT DATA
Operaring revenues
Electric §1,145,995 $1,121,781 $ 1,104,537 $ 882,885 $ 471839
Natural gas 426,176 496,162 804 822 673,363 690,332
Total operating revenues 1.572.071 1,617,943 1,909,359 1,556,248 1162178
Operating expenses 1,296,687 1,348,397 1,617,296 1,317,078 1,032,557
Allowance for funds used during
construction 4,206 2667 2 631 2.002 1.070
Income before cumulative effect of
accounting change 181,676 187 447 177,370 127,884 72,285
Cumulative effect to January 1, 1991, of
change in revenue recognition ——— - — — 17,360
Net income 181,676 187,447 171,370 127,884 89,645
Earnings applicable to common stock 168,267 174,028 163,864 115133 83,268
December 31
BALANCE SHEEYT DATA
Gross plant in service $6,128527 $ 5,963,366 $ 6,222,483 $ 6,033,023 $ 2,535,448
Construction work in progress 100,401 85,290 80,192 68,041 17.114
Total assets 5,490,677 5,371,029 5,412,048 5,438,906 2112513
Long-term debt, preference stock, and
other mandatorily redeemable securities 1,641,263 1,507,028 1,673,988 2077459 690,612
December 31
COMMON STOCK DATA
Earnings per share before cumulative
effect of accounting change $2.1 $282 $276 $2.20 1,
Cumulative effect to January 1, 1991, of
change in revenue recognition per share —— — ~ 50
Earnings per share san $282 $27 $220 $241
Dividends per share $202 $198 $194 $1.90 $2 04
Book value per share faan $23.93 $23.08 $21.51 $18.59
Average shares outstanding (000's) 62,157 61,618 58,294 52,272 34 566
Interest coverage ratio (before income
taxes, including AFUDC) kRL) 342 279 227 269

OPERATING REVENUES

Operating revenues, by customer class
remain evenly allocated

1) Information reflects the sales of the Missouri Properties (Note 2

2) Information reflects the merger wit KGE on March 31, 1992

3) Includes special, one-time dividend of $0.18 per share paid February 28, 199
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OPERATING COSTS

By cantinuing our strict attention to cost controls
we lowered operating expenses 4% this year



MANAGEMENT'S DISCUSSION AND ANALYSIS

WESTERN RESOURCES, INC

FINANCIAL CONDITION

General: Earnings were $2.71 per share of common stock based on
62,157,125 average common shares for 1995, a decrease from $2.82
in 1994 on 61,617,873 average common shares. Net income for 1995
decteased to $181.7 million compared to $187.4 million in 1994, The
decrease in net income and earnings per share 15 primarily due to the
inclusion of rhe gain on the sales of, and operating income from, the
navaral gas distribution properties and operations in the State of
Missouti prior to the sales in the first quarter of 1994,

Dividends for 1995 increa.ed four cents per common share to $2.02
per share. In January 1996, the Board of Directors declared a quarterly
dividend of 51 1/2 cents per common share, an increase of one cent
over the previous quarter.
The book value per share
was $24.71 at December 31,
1995, compared to $23.93
at December 31, 1994.

The 1995 closing stock
price of $33.38 was 135
percent of book value.
There were 62,855,961
common shares outstanding
at December 31, 1995.

On January 31, 1994, the
company sold substantially
all of its Missouri natural gas
distribution properties and
operations to Southern

CAPITALIZATION SUMMARY

B OTHER MANDATORILY

REDEEMABLE SECURITIES

8 PREFERRED AND
PREFERENCE STOCK

B COMMCN 8TOCK
SRS LONG - TEKM DEBT

The issuance of $100 million in Other
Mandatorily Redeemable Securities
and common stock for the DRIP improved

the company’s equity position. As a result,

long-term debt is only 43% of total
capitalization.

Union Company (Southern
Union). The company sold
the remaining Missouri prop-
erties to United Cities Gas
Company (United Cities)

on February 28, 1994, The
properties sold to Southern
Union and United Cities

are referred to herein as

the “Missouri Propercies.”

The portion of the Missouri Properties purchased by Southern Union
was sold for $404 million. United Cities purchased the company’s
natural gas distribution system in and around the City of Palmyra,

Missouri, for $665,000.

Duting the first quarter of 1994, the company recognized a gain of
approximately $19.3 million, net of tax, on the sales of the Missouri
Properties. As of the respective dares of the sales of the Missouri
Properties, the company ceased recording the results of operations,

and removed the assets and liabilities related to the Missouri Properties
from the Consolidated Balance Sheets. The gain is reflected in Other
Income and Deductions, on the Consolidated Statements of Income,

The tollowing table reflects, through the dates of the sales of the
Missouri Properties, the approximate operating revenues and operat-
ing income for the years ended December 31, 1994 and 1993, and
net utility plant at December 31, 1993, related to the Missouri
Properties (See Note 2):

Percent of Total

Amount Company

{dollars n thousands, unaudited)

1994

Operating revenues $ 77,008 48%
Operating income 4,997 19%
1993

Operating revenues $349 749 18.3%
Operating income 20,748 11%
Net utility plant 296,039 66%

Separate audited financial information was not kept by the company
for the Missouri Properties. 1'his unaudited financial information

is based on assumptions and allocations of expenses of the company
as a whole.

For additional information regarding the sales of the Missouri
Properties and the pending litigation see Notes 2 and 3 of the
Notes to Consolidated Financial Statements.

Liquidity and Capital Resources: The company’s liquidiry is a func-
tion of its ongoing construction and maintenance program designed
to improve facilities which provide electric and natural gas service
and meet future customer service requirements. Acquisitions and
subsidiary investments also affect the company’s liquidity.

During 1995, construction expenditures for the company’s electric
system were approximately $154 million and nuclear fuel «xpendi-
tures were approximately $28 million. It is projected that adequate
capacity margins will be maintained without the addition of any
major generating facilities through the turn of the century. The con-
struction expenditures for improvements on the natural gas system,
including the company’s service line replacement program, were
approximately $55 million during 1995,

Capital expenditures for 1996 through 1998 are anticipated to be
as follows:

Electric Nuclear Fuel Natural Gas
(doliars in thousands)
1996 $ 117,600 $ 3.300 $ 56,300
1997 126,500 22,300 43 800
1998 118,100 20,800 42100

These expenditures are estimates prepared for planning purposes
and are subject to revisions (See Note ).
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The company’s net cash flows to capital expenditures was 83 percent
for 1995 and during the last five years has averaged 97 percent. The
company anticipates all of its cash requirements for capital expenditures
through 1998 will be provided from nex cash flows.

The company’s capital needs through 2000 for bond maturities and
cash sinking fund requirements for bonds and preference stock are
approximately $236 million. This capital will be provided from internal
and external sources available under then existing financial conditions.

The embedded cost of long-term debt was 7.7% at December 31, 1995,
an increase from 7.6% at December 31, 1994. Higher interest rates on

variable-rate long-term debt contributed to the slight increase in the
cost of debt in 1995 compared to 1994,

COOLING DEGREE DAYS
WICHITA, KANSAS

81 82 983 84 95
------ ~== 20 Yoar Normal: 1,729

19985 temperatures were almost 12%
cooler than in 1994 and more than 14%
cooler the» the 20-year average.

HEATING DEGREE DAYS

TOPEKA, KANSAS

91 82 83 84 95
------- == 20 Year Normal 5,219
We experienced a near norrmal heating

season in 1995 with tamperatures
averaging §% cooler than last year

On December 14, 1995
Western Resources Capital I,
a wholly-owned trust, of
which the sole asset is subor-
dinated debentures of the
company, issued four million
preferred securities of 7 7/8%
Cumulative Quarterly Income
Preferred Securities, Series A,
for $100 million. The securi-
ties are shown as Western
Resources Obligated
Mandatorily Redeemable
Preferred Securities of
Subsidiary Trust holding
solely Subordinated
Debentures (Other
Mandatorily Redeemable
Securities) on the Con-
solidated Statements
of Capitalization (See
Note 7).
On January 26, 1996, the
company used available cash
and borrowings under its
revolving credit agreement
to purchase 15.4 million
common shares of common
stock in ADT Limited for
215.6 million (See Note 5).

The company’s short-term
financing requirements are
satisfied, as needed, through
the sale of commercial
paper, short-term bank
loans and borrowings under
unsecured lines of credit
maintained with banks. At
December 31, 1995, short-
term borrowings amounted

to $203 million, of which $26 million was commercial paper (Sce
Notes 10 and 12). At December 31, 1995, the company had bank
credit arrangements available of $121 million

The company's short-term debt balance at December 31, 1995,
decreased approximately $105 million from December 31, 1994
The decrease is primarily a result of the proceeds from the sale of
the Other Mandatorily Redeemable Securities being used to pay
off short-term debt.

The company has a Dividend Reinvestment and Stock Purchase Plan
(DRIP). Shares issued under the DRIP may be either original issue
shares or shares purchased on the open market.

The company's capital structure at December 31, 1995, was 48 percent
common stock equity, 6 pes cent preferred and preference stock, 3 per-
cent other mandatorily redeemable securities, and 43 percent long-term
debt. The capital structure at December 31, 1995, including short-rerm
debt and current maturities of long-term debt, was 45 percent common
stock equity, 5 percent preferred and preference stock, 3 percent other
mandatorily redeemable securities, and 47 percent debt.

RESULTS OF OPERATIONS

The following is an explanation of significant variations from prior year
results in revenues, operating expenses, other income and deductions,
interest charges and preferred and preference dividend requirements.
The results of operations of the company exclude the activities related
to the Missouri Properties foll wing the sales of those properties in the
first quarter of 1994,

For additional information regarding the sales of the Missouri
Properties and the pending litigation, see Notes 2 and 3 of the Notes
to Consolidated Financial Statements. Additional information relating
to changes between years s provided in the Notes to Consolidated
Financial Statements.

REVENUES

The operating revenues of the company are based on sales volumes
and rates authorized by certain state regulatory commissions and the
Federal Energy Regulatory Commission (FERC). Future natural gas
and electric sales will be affected by weather conditions, competition
from other sources of energy, competing fuel sources, customer conser-
vation efforts, and the overall economy of the company's service area.

Natural gas revenues were reduced as a result of the sales of the
Missouri Properties. The Consolidated Statements of Income include
revenues of $77 million for the portion of the first quarter of 1994
prior to the sales of the Missouri Properties and revenues of $350 mil-
lion from the Missouri Properties for 1993. Following the sales of the
Missouri Properties, no revenues related to the Missouri Properties
are included in the Consolidated Statements of Income (See Note 2)

1995 Compared to 1994: Electric revenues increased two percent in
1995 as a result of increased sales in all customer classes. The increase
is primarily attributable to a higher demand for air conditioning load
during the summer months of 1995 compared to 1994. The company’s

service territory experienced normal remperatures during the summer
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of 1995, but were more than 20 percent warmer, based on cooling
degree days, compared to the summer of 1994, The company has
filed an electric rate reduction request with the Kansas Corporation
Commission (KCC) (See Note 4).

Natural gas revenues decreased in 1995 primarily as a result of the
sales of Missouri Properties in the first quarter of 1994 (See Note 2).
The company has filed a $36 million rate increase request for its
Kansas natural gas properties with the KCC (See Note 4).

Excluding natural gas sales related to the Missouri Properties, prior to
the sales of those properties in the first quarter of 1994, total natural
gas revenues remained virtually unchanged in 1995. Natural gas rev-
enues increased from increased transportation sales and as-available
sales, but these increases were offset by decreased commercial and
industrial sales and a lower unit cost of natur ' gas which is passed
on to customers through the purchased gas adjustment (PGA).

As-available gas is excess natural gas under contract that the company
did not require for custo: er sales or storage that is typically sold to gas
marketers. According to the company’s tariff, the nomin ~ ~argin made
on as-available gas sales, is returned 50% to customers through rhe
PGA and 50% is reflected in wholesale sales of the company.

1994 Compared to 1993: Electric revenues increased two percent during
1994 primarily as a result of a four percent increase in commercial and
industrial electric sales. Residential electric sales increased one percent
despite four percent cooler temperatures during the primary air condi-
tioning load months of June, July, and August. Partially offsetting these
increases in electric revenues was a 14% decrease in wholesale and
interchange sales as a result of higher than normal sales in 1993 w0
other utilities while their generating units were down due to the
flooding of 1993.

Natural gas revenues and sales decreased significantly in 1994 as a result
of the sales of the Missouri Properties as previously mentioned above.
Also contributing o the decrease in natural gas revenues were reduced
natural gas sales for space hearing as a result of much warmer tempera-
tures during the winter season of 1994 compared to 1993.

OPERATING EXPENSES

1996 Compared to 1994: Total operating expenses decreased four percent
in 1995 compared to 1994. The decrease is largely due to the sales of
Missouri Properties, lower natural gas purchases resulting trom lower

. sales. and lower fuel expense resulting from a lower unit cost of fuel

used for generation.

Partially offsetting this decrease were expenses related to an early retire-
ment program. In the second quarter of 1995, $7.6 million related to
early retirement programs was recorded as an expense.

The company has filed a request with the KCC to increase the annual
depreciation expense for Wolf Creek Generating Station (See Note 4).

1994 Compared to 1993: Total aperating expenses decreased 17%

during 1994 primarily as a result of the sales of the Missouri Properties
(See Note 2). Also contributing to the decrease were lower fuel costs for
electric generation and reduced natural gas purchases as a result of lower
sales caused by milder winter temperatures in 1994 compared to 1993

Partially offserting the decreases in operating expenses was higher
income tax expense. As of December 31, 1993, Kansas Gas and Electric
Company (KGE) had fully amortized its deferred income tax reserves
related to the allowance for borrowed funds used during construction
capitalized for Wolf Creck Generating Station. The completion of the
amortization of these deferred income tax reserves increased income tax
expense and reduced net income by approximately $12 million in 1994,

Other Income and Deductions: Other income and deductions, net of
taxes, decreased for the twelve months ended December 31, 1995, com-
pared to 1994 as a result of the gain on the sales of Missouri Properties
recorded in the first quarter of 1994 and additional interest expense on
increased corporate-owned life insurance (COLI) borrowings. Partially
offsetting this decrease was the recognition of income from death bene-
fit proceeds under COLI contracts during the fourth quarter of 1995
(See Notes 1 and 6 for discussion of current legislation affecting COLI).

Other income and deductions, net of taxes, was higher for the twelve
months ended December 31, 1994 compared to 1993 due to the
recognition of the gain on the sales of the Missour: Properties of
approximately $19.3 million, net of tax (See Note 2). Partially offser-
ting this increase was increased interest expense on COLI borrowings.
Aizo parually offsetting the increase was the recognition of income

in 1993 from death benefit proceeds from COLI policies.

Interest Charges and Preferred and Preference Dividend Requirements:
Total interest charges increased three percent for the twelve months
ended December 31, 1995, primarily due to higher deb: balances
and higher interest rates on short-term borrowings and variable
long-term debr.

The company's embedded cost of long-term debt increased to 7.7%

at December 31, 1995, compared to 7.6% and 8.1% at December 31,
1994 and 1993. Higher interest rates on variable-rate long-term debt
contributed to the slight increase in the cost of debt in 1995 compared
o 1994,

Total interest charges decreased 17% in 1994 compared to 1993 as

a result of lower debt balances and the refinancing of higher cost debr,
as well as increased COLI borrowings, the interest on which is reflected
in Other Income and Deductions, on the Consolidated Statements of
Income. Partially offsetting these decreases in interest expense were
higher interest rates on short-term borrowings.

Merger Impiementation: In accordance with the KCC Merger order,
amortization of the acquisition adjustment commenced August 1995.
The amortization will amount to approximately $20 million (pre-tax)
per year for 40 years. The company can recover the amortization of
the acquisition adjustmen. through cost savings under a sharing mechan-
ism approved by the KCC.

Based on the order issued by the KCC, with regard to the recovery of
the acquisition premium, the company must achieve a level of savings
on an annual basis (considering sharing provisions) of approximately
$27 million in order to recover the entire acquisition premium. To the
extent that the company's actual operations and maintenance expense is
lower than the KCC-stipulated index, the company will realize merger
savings. The company has calculated, in conformance with the KCC
order, annual savings associated with the acquisition to be in excess of
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$27 million for 1995, As management presently expects to continue
this level of savings. the amount is expected to be sufficient to allow
tor the full recovery of the acquisition premium

OTHER INFORMATION

Inflation: Under the ratemaking procedures prescribed by the regulatory
commissions to which the company is subject, only the original cost of
plant is recoverable in rates charged to customers, Therefore, because
of inflation, present and future depreciation provisions are inadequate
tor purposes of maintaining the purchasing power invested by common
shareholders and the 1elated cash flows are inadequate for replacing
property. The impact of this ratemaking process on common share-
holders is mitigated to the extent depreciable property is financed with
debr that can be repaid with
dollars of less purchasing

CAPITAL EXPENDITURES

power. While the company
has experienced relatively low
250 inflation in the recent past,

the cumulative effect of infla-
tion on operating costs may
require the company to seck
regulatory rate relief to
recover these higher costs.

Environmental: The company
has taken a proactive position
with respect to the potential
environmental liability
associated with former
WS - manufactured gas sites and

has an agreement with the
Capital expenditures decreased
slightly and are expacted to decrease
again in 1906

Kansas Department of Health
and Environment to system-
atically evaluate these sites

in Kansas (See Note 5).
EMBEDDED COSYT OF DEBY
PERCENT Although the company cut-
rently has no Phase | affected

» units under the Clean Air Act

of 1990, the company has
applied for and has been
accepted for an early substitu-
tion permit to bring the
co-owned La Cygne Station
under the Phase I guidelines.
The oxides of nitrogen and
air toxic limits, which were

91 92 93 o4 95

The average interest rate on our debt
remained stable this year and is still
below 8%
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not set in law, continue to be subject to the Environmental Protection
Agency's (EPA) rules-making procedures. The company will follow the
development of these regulations and establish compliance strategies
when mandated by regulation (See Note 5).

Competition: As a regulated utility, the company currently has limited
direct competition for retail electric service in its certified service area,
However, there is competition, based largely on price, from the genera-
tion, or potential generation, of electricity by large commercial and
industrial customers, and independent power producers

The 1992 Energy Policy Act (Act) requires increased efficiency of
energy usage and has affected the way electricity is marketed. The Act
also provides for increased competition in the wholesale electric marker
by permitting the FERC to order third party access to utilities’ trans-
mission systems and by liberalizing the rules for ownership of generating
facilities. As part of the Merger, the company agreed to open access of
its transmission system for wholesale transactions. During 1995, whole-
sale electric revenues represented approximately nine percent of the
company’s total electric revenues

Operating in this competitive environment could place pressure on
utility profit margins and credit quality. Wholesale and industrial
customers may threaten to pursue cogeneration, self-generation, retail
wheeling, municipalization or relocation to other service territories in
an attempt to obtain reduced energy costs. Increasing competition has
reculted in credit rating agencies applying mur« stringent guidelines
when making utility credit rating determinations (Se. *"ote 1 for the
effects of competition on Statement of Financial Accounting Standards
No. 71).

The company is providing competitive electric rates for industrial
expansion projects and economic development projects in an effort to
maintain and increase electric load. During 1996, the company will
lose a major industrial customer to cogeneration resulting in a reduc-
tion to pre-tax earnings of approximately $7 to $8 million annually.
This customer’s decision to develop its own cogeneration project was
based largely on factors other than energy cost.

To capitalize on opportunities in the non-regulated natural gas indus
try, the company, through its wholly-owned subsidiary Mid Continen
Market Center, Inc. (Marker Center), has established a natural gas mar-
ket center in Kansas. The Market Center, which began operations on
July 1, 1995, provides natural gas transportation, storage, and gathering
services, as well as balancing, and title transfer capability. The company
transferred certain natural gas transmission assets having a net book
value of approximately $50 million to the Market Center. The Market
Center will provide no notice natural gas transportation and storage
services to the company under a long-term contract.



CONSOLIDATED BALANCE SHEETS

WESTERN RESOURCES, INC

December 31, (dollars in thousands) 1995 19941
ASSETS
Utility Plant (Notes | and 8):
Electric plant in service $ SMemM 5 526175
Natural gas plant in service 787,453 737191
6128527 5,963,366
Less — Accumulated depreciation 1,926,520 1,790,266
4,202,007 4173100
Construction work in progress 100,401 85,290
Nuclear fuel (net) 53,942 39,890
Net utiiity plant 4,356,350 4,298,280
Other Property and Investments:
Net non-utility investments 90,004 74,017
Decommissioning trust (Note 5) 5,010 16,944
Other 9225 13,556
124,339 104,517
Current Assets:
Cash and cash equivalents (Note 1) 244 25
Accounts receivable and unbilled revenues (net) (Note l) %5129 219,760
Fossil fuel, at average cost 54,70 38,762
Gas stored underground, at average cost 28,106 45222
Materials and supplies, at average cost 57,996 56,145
Prepayments and other current assets 20873 21932
‘ Lrak va] 390,536
Deferred Charges and Other Assets:
Deferred future income taxes (Note 9) 282476 283,297
Deferred coal contract settlcment costs (Note 4) . 220 33,606
Phase-in revenues (Note 4) 43,861 61,406
Corporate-owned life insurance (net) (Notes 1 and 6) 44143 16,967
Other defetred plant costs 31,539 31,784
Unamortized debrt exper e 56,681 58,237
Other 102,481 92,399
588,465 577,696
Total Assets $ S5A%6M 5 5371029
CAPITALIZATION AND LIABILITIES
Capitalization (See Statements): $ 3219231 $ 3,008,341
Current Liabilities:
Short-term debt {(Note 12) 203,450 308,200
Long-term debt due within one year (Note 10) 16,000 80
Accounts payable 148,194 130,616
Accrued taxes : 68,569 86,966
Accrued interest and dividends 62,157 61,069
Other 40,266 69,025
539,636 655,956
Deferred Credits and Other Liabilities:
Deferred income taxes (Note 9) 1167470 1,152,425
Deferred investment tax credits (Note 9) 132,286 137,651
Deferred gain from sale-leaseback (Note 13) 242,700 252,341
Ocher 189,354 166,315
1731810 1,708,732
Commitments and Contingencies (Notes 3 and 5)
Total Capitalization and Liabilities $ 5480877 $§ 531,029

(1) Information reflects the sales of the Missouri Properties (Note 2)
The Notes v Consolidated Financial Scatements are an integral part of this statement



CONSOLIDATED STATEMENTS OF INCOME
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Year ended December 31, {dollars in thousands, except per shase amounts) 1595 1994, 1893
Operating Revenues (Notes | and 4):
Electric $ 1AM 5 21781 § 1045
Natural gas 426,176 496,162 804,822
Total operating revenues 1572.0M 1,617,943 1,908,359
Operating Expenses:
Fuel used for generation:
Fossil fuel 211,984 220,766 237,053
Nuclear fuel 19425 13,562 13,275
Power purchased . . . 15,738 15,438 16,396
Natural gas purchases 263,790 312,576 500,189
Other operations nm 303,391 349,160
Maintenance , 108,641 113,186 117,843
Depreciation and amortization 156,915 151,630 164,364
Amortization of phase-in revenues 17,545 17,544 17,545
Taxes (See Statements):
Federal income 70,132 716,477 62,420
State income 18,388 19,145 16,558
General 96,239 104,682 123,493
Total operating expenses 1,296,687 1,348,397 1617,296
Operating income 275,384 269,546 292,063
Other Income and Deductions:
Corporate-owned life insurance (nes) (2,668 ) (5.354) 7.841
Gain on sales of Missouri Properties (Note 2) -— 30.701 —
Miscellaneous (net) : 23487 12,838 18,418
Income taxes (net) (See Statements) 5128 (4,329) (777}
Total other income and deductions 25,907 33,856 25,482
Income Before interest Charges 0. 303,402 317,545
interest Charges:
Long-term debt 95,962 98,483 123,551
Other Tl | . 2,850 20,139 19,255
Allowance for borrowed funds used during
construction (credit) (8,206) (2567) (2,631)
Total interest charges 119,615 115,965 140,175
Net Income ‘ Oy g 18167 187 447 177.370
Preferred and Preference Dividends 13419 13418 13,506
Earnings Applicable to Common Stock § 182 $ 174029 $ 163864
P
Average Common Shares Outstanding 62,157,125 61,617,873 59,294,091
Earnings Per Average Common Share Outstanding 2n $282 $2.76
Dividends Declared Per Common Share 202 $1.98 $1.94

(1) Information reflects the sales of the Missouri Properties (Note 2)
The Notes to Consolidated Financiad Statements are an integral part of this statement



CONSOLIDATED STATEMENTS OF CASH FLOWS

WESTERN RESOURCES, INC

Year ended December 31, (dollars in thousands) oty i 1984 1993
Cash Flows from Operating Activities:
Net income s 5w 177,370
Depreciation and amorrization 150186 151,630 164,364
Other amortization (including nuclear fuel) 1519 10,905 11,254
Gain on sales of utility plant (net of tax) - fest) (19,296) e
Deferred taxes and investment tax credits (net) 3 (16,555 ) 27,686
Amortization of phase-in revenues RN 17,544 17,545
Corporate-owned life insurance . ] 13 (17,248 (21,650)
Amortization of gain from sale-leaseback (9640) (8.640) (9.640)
Amortization of acquisition adjustmeit . em — —
Changes in other working capical items (net of effects S N
from the sales of the Missouri Properties): A e
Accounts receivable and unbilled revenues (net) (Note 1) (s (75,630) (15,536)
Fossil fuel - {(15980) (7,828) 18,073
Gas stored underground A1) (5.403) (37,144)
Accounts payable ‘ “ ' {41,682) (43,169
Accrued taxes e m 20,756 7,485
Other e - | 41,309 26,400
Changes in other assets and liabilities w 31,480 (45,927)
Net cash Gows from operating activities ' * 4 267.791 276,11
Cash Flows Used in Investing Activities: STEZE A
Additions ro utility plant 7 m 237,6% 231,631
Utility investment - - 2,500
Sales of wtility plant B) (402,076) e
Non-utility investments (net) } 9,041 14mn
Corporate-owned ife insurance policies 54,914 55,833
Death proceeds of corporate-owned life insurance policies (1.281) (10,590}
Net cash flows used in (from) investing activities (101.676) 299,645
Cash Flows from Financing Activities:
Short-term debt (net) (132,695) 218,670
Bank term loan retired aiore (230,000)
Bonds issued 235923 223500
Bouds retired ; (223,908 (956,466
Revolving credit agreements (net) {115,000} (35,000
Other long-term debr (net) (67,893 7,043
Other mandatorily redeemable securities —— s
Borrowings against life insurance policies (net) 70,408 210,188
Common stock issued (net) — 125,991
Preference stock redeemed e (2.734)
Dividends on preferred, preference, and common stock (134,806 {127,316)
. Net cash flows (used in) from financing activities (367,969 ) 23876
Net Increase (Decraase) in Cash and Cash Equivalents 1,498 342
Cash and Cash Equivalents:
. Beginning of the period 1,217 875
End of the period $ 215 1217
Supplemental Disclosures of Cash Flow Information ,
Cash Paid for: _
Interest on financing activities (net of amount capitalized) $ 1M58 5 134785 171,734
Income taxes “m 90,229 49,108

(1) Informanion reflects the sales of the Missouti Properties (Nowe 2)
The Noter 1o Comsolidated Financial Statements are an integral part of this statement
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CONSOLIDATED STATEMENTS OF TAXES

WESTERN RESOURCES. INC

Year ended December 31, (doflars in thousands) 1995 19840, 1993
Federal Income Taxes:
Payable currently M s %8 0§ 41200
Deferred taxes arising from:
Alternative minimum tax credit 23925 — —_—
Depreciation and other property related items 1.813) 29,506 25,552
Energy and purchased gas adjustment clauses 5239 9,764 (8,192
Natural gas line survey and replacement program 12 (313) 355
Missouri Property sales — (36,343 e
Prepaid power sale (23} (13,759) —
Other : 7.006) (800) 6,166 ¢
Amortization of investment tax credits (6,788) {6,739) {1,982)
Total Federal income taxes 65,903 80.064 63,099
Less:
Federal income taxes applicable to non-operating items:
Missouri Property sales —-— 9,485 —
Other g . (4,228) (5,898 679
Total Federal income taxes applicable -
te non-operating items 14,229) 3,587 679
Total Federal income taxes charged to operations 70,132 76,477 62,420
State Income Taxes.
Payable currently . 17,203 17,758 9,869
Deferred (net) 286 2129 5,787
Total State income taxes 17,482 19,887 15,656
Less:
State income taxes applicable to non-operating items . L 742 9%
Total State income taxes charged to operations 18,388 19,145 15,558
General Taxes:
Property and other taxes 83,738 86,687 84,583
Franchise taxes % 5,116 22878
Payroll taxes , 13,075 12,879 16,032
Total general taxes charged to operations 56,839 104,662 123493
Total Taxes Charged to Operations 185,359 $ 200304 § 2014Nn
DT

The effective income tax rates set forth below are computed by dividing total Federal and State income taxes by the sum of such taxes and net
incarie. The difference between the effective rates and the Federal statutory income tax rates are as follows:

Year ended December 31, 1995 19941 1993
Effective Income Tax Rate 318% 3% N0%
Effect of:
State income taxes @.3) (48) (4.0)
Amortization of investment tax credits 5 24 27
Corporate-owned life insurance 3z 21 30
Flow through and amortization, net (2) (7) 31
Other differences 20 5 (8)
Statutory Federal Income Tax Rate 350% 350% 35.0%
p—————— —

(1) Information reflects the sales of the Missouri Properties (Note 2)
The Notes to Consolidated Financial S nts are an integral pare of this statement
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CONSOLIDATED STATEMENTS OF CAPITALIZATION

WESTERN RESOURCES, INC

December 31,

(dollars in thousands) 1995 1994
Common Stock Equity (See Statements):
Common stock, par value $5 per share,
authorized 85,000,000 shares,
outstanding 62,855,961 and 61,617,873 shares, respectively § 34200 $ 308,089
Paid-in capital . . . Pas? 2l , : 697,962 667,992
Retained earnings . 540,868 498,374
1583110  48% 1474455 49%
Cumulative Preferred and Preference Stock (Note 7);
Preferred stock not subject to mandatory redemption,
Par value $100 per share, authorized
600,000 shares, outstanding ~
4 1/2% Series, 138,576 shares 13,856 13,858
4 1/4% Series, 60,000 shares 6,000 6,000
5% Series, 50,000 shares 5,000 5,000
24,858 24,858
Preference stock subject to mandatory redempticn,
Without par value, $100 stated value,
authorized 4,000,000 shares, outstanding -
7.58% Series, 500,000 shares . 50,000 50,000
8.50% Series, 1,000,000 shares . . . . . ... .. ... ... ... .. 100,000 100,000
150,000 150,000
174858 6% 174858 6%
Company-Obligated Mandatorily Redeemabie
Preferred Securities of Western Resources
Capitai | Holding Solely Company
Subordinated Debentures (Note 7): 100000 3% - 0%
Long-Term Debt (Note 10):
First mortgage bonds 841,000 841,000
Pollution control bonds 521817 521,922
Revolving credit agreements . . . ... ... ... ... ... 56,000 —_
Less:
Unamortized premium and discount (net) . 5,554 5.814
Long-term debt duc within one year . 16,000 80
139,263 43% 1357028 45%
Total Capitalization $ 3219231 100% § 3006341 100%

The Notes 1o Consolidated Financial Statements are an integral part of this statement
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CONSOLIDATED SYATEMENTS OF COMMON STOCK EQUITY

WESTERN RESQURCES, INC.

Conmon Pain-IN RETAINED
(dollass in thousands) Sroox Capirat EARNINGS
Balance December 31, 1992
58,045,550 shares $ 290,228 $ 559,636 $ 398503
Net income 177370
Cash dividends:
Preferred and preference stock (13,506 )
Common stock, $1.94 per share (116,019)
Expenses on common and preference stock (3.453)
Issuance of 3,572,323 shares of common stock 17.861 111,555
Balance December 31, 1993
DR T TRANGNIE s b e o R e o T e T o e e e i o e B 308,089 667,738 446,348
Net income . . . . 187 447
Cash dividends:
Preferred and preference stock . (13.418)
Common stock, $1.98 per share {122,003)
Expenses on common stock . (228)
Distribution of common stack undgr the
Customer Stock Purchase Plan 482
Balance December 31, 1994
61,617,873 shares 308,089 667,992 498,374
Net income 181,676
Cash dividends:
Preferred and preference stock . . (13.419)
Common stock, $2.0 per share . (125,763 )
Expenses on common st & (m)
Issuance of 1,238,088 <hares of common stock 6191 30,742
Balance December 31, 1995
62,855,961 shares $ 314280 $ 697,962 $ 540,868

The Notes to Consolidated Financial Statements are an imegral parc of this starement
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

WESTERN RESOURCES, INC.

1. SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES
General: The Consolidated Financial Statements of Western Resources,
Inc. (the company) and its wholly-owned subsidiaries, include KPL, a
rate-regulated electric and gas division of the company, Kansas Gas and
Electric Company (KGE), a rate-regulated electric utility and wholly-
. owned subsidiary of the company, the Westar companies, non-utility
subsidiaries, and Mid Continent Market Center, Inc. (Market Center),
a regulated gas transmission service provider. KGE owns 47 percent of
Wolf Creek Nuclear Operating Corporation (WCNOC), the operating
company for Wolf Creek Generating Station (Wolf Creek). The com-
pany records its proportionate share of all transactions of WCNOC
as it does other jointly-owned facilidies. All significant intercompany
transactions have been eliminated. The operations of non-utility sub-
sidiaries were not material to the company’s overall results of operations.

The company is an investor-owned holding company. The company is
engaged principally in the production, purchase, transmission, distribu-
tion and sale of electricity and the delivery and sale of natural gas. The
company serves approximately 601,000 electric customers in eastern
and central Kansas and approximately 648,000 natural gas customers
in Kansas and northeastern Oklahoma. The company’s non-utility
subsidiaries wh ' | arker natural gas primarily to large commercial

and industri: ners, provide other energy-related products and
services and electronic security services.
The company [ pares its financial statements in conformiry with

generally accepted accounting principles as applied to regulated
public utilities. The accounting and rates of the company are subject
to requirements of the Kansas Corporation Commission (KCC), the
Oklahoma Corporation Commission (OCC), and the Federal Energy
Regulatory Commission (FERC). The financial statements require
management to make estimares and assumptions that affect the
reported amounts of assets and liabilities, to disclose contingent

assets and liabilities at the balance sheer date, and to report amounts
of revenues and expenses during the reporting period. Actual results
could differ from those estimates.

The company follows the accounting for regulated enterprises
prescribed by Statement of Financial Accounting Standards No. 7
“Accounting for the Effects of Certain Types of Regulations™ (SFAS 71).
This pronouncement requires deferral of certain costs and obligations
based upon approvals received from regulators to permit recovery
or require refund of these costs and revenues in future periods.
Consequently, the recorded net book value of certain assets and liabili-
ties may be different than that which would otherwise be recorded by
“unregulated enterprises. On a continuing basis, the company re.1ews
the continued applicability of SFAS 71 based on the current regulatory
and competitive environment. Although recent developments sugges:
“the electric generation industry may become more competitive, the
degree to which regulatory oversight of the company will be lifted
and competition will be permitted is uncertain. Currently, there are
no proceedings or actions at the KCC to open the company's electric
markets fo greater competition. As a result, the company continues to
believe thar accounting under SFAS 71 is appropriate. If the company
were (o determine that the use of SFAS 71 were no longer appropriate,
it would be required to write-off the deferred costs and obligations that
represent regulatory assets and liabilities referred to above. It may also

be necessary for the company to reduce the carrying value of a portion
of its plant and equipment to the extent that it is expected 1o become
impaired. At this time, it is not possible to estimate the amount of the
company’s plant and equipment, if any, that would be considered unre-
coverable in such circumstances, as the effect of any future competition
on the company’s rates is not clear ar this time.

Utility Plant: Utility plant is stated at cost. For constructed plant, cost
includes contracted services, direct labor and materials, indirect charges
for engineering, supervision, general and administrative costs, and an
allowance for funds used during construction (AFUDC). The AFUDC
rate was 0.31% in 1995, 4.08% in 1994, and 4.10% in 1993. The
cost of additions to utility plant and replacement units of property

are capitalized. Maintenance costs and replacement of minor items of
property are charged to expense as incurred. When units of depreciable
property are retired, they are removed from the plant accounts and

the original cost plus removal charges less salvage are charged to
accumulared depreciation.

In accordnce with regulatory decisions made by the KCC, amortization
of the acy sisition premium of approximately $801 million resulting
from the KGE purchase began in August of 1995, The premium is
being amortized over 40 years and has been classified as electric plant
in service. Accumulated amortization through December 31, 1995,
totaled $6.7 million.

In March 1995, the Financial Accounting Standards Board (FASB)
issued Statement of Financial Accounting Standards No. 121,
“Accounting for the Impairment of Long-Lived Assets and for Long-
Lived Assets to Be Disposed Of” (SFAS 121). This Statement imposes
stricter criteria for regulatory assets by requiring that such assets be
probeble of future recovery at each balance sheet date. The company
will adopt this standard on January 1, 1996, and does not expect that
adoprion will have a material impact en the financial position or results
of operations based on the company’s current regulatory structure. This
conclusion may change in the future if increases in competition influ-
ence regulation and wholesale and retail pricing in the electric industry.

Depreciation: Depreciation is provided on the straight-line method
based on estimated useful lives of property. Composite provisions for
book depreciation approximared 2.84% during 1995, 2.87% during
1994, and 3.02% during 1993 of the average original cost of depre-
ciable property. The methods and rates of depreciation used by the
company have not varied materially from the methods and rates which
would have been used if the company were not regulated and not sub-
ject to the provisions prescribed by SFAS 71. In the past, the methods
and rates have been determined by depreciation studies and approved
by the various regulatory bodies. The company periodically evaluates its
depreciation rates considering the past and expected future experience
in the operation of its facilities. The company has proposed to more
rapidly recover the company’s investment in nuclear generating assets of
Wolf Creek 1o reduce the capital costs to a level more closely paralleling
that of non-nuclear generating facilities (For information regarding
such proposal, see Note 4).

Consolidated Statements of Cash Flows: For purposes of the Consoli-
dated Statements of Cash Flows, the company considers highly liquid
collateralized debrt instruments purchased with a maturity of three
months or iess to be cash equivalents.



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

WESTERN RESOURCES, INC

Income Taxes: The company accounts for income taxes in accordance
with the provisions of Statement of Financial Accounting Standards
No. 109 "Accounting for Income Taxes” (SFAS 109). Under SFAS 109,
deferred tax assets and liabilities are recognized based on temporary dif-
ferences in amounts recorded for financial reporting purposes and their
respective tax bases (See Note 9).

Investment tax credits previously deferred are being amortized to
income over the life of the property which gave rise to the credits.

Revenues: Operating revenues for both electric and natural gas

services include estimated amounts for services rendered but unbilled at
the end of each year. Unbilled revenues of $66 million and $61 million
are recorded as a component of accounts receivable and unbilled revenues
(net) on the Consolidated Balance Sheets as of December 31, 1995 and
1994, respectively.

The company’s recorded reserves for doubtful accounts receivable
totaled $4.9 million and $3.4 million at December 31, 1995 and 1994,
respectively.

Investments: The company records its investment and ownership per-
centage of earnings or losses utilizing the equity method of accounting
when the company’s ownership interest allows it to exert significant
influence over the operations of an investee.

In December 1995, a non-regulated subsidiary’s net assets were
exchanged for a 20% equity interest in a corporation supplying gas
compression units to natural gas producers. This investment is valued
at approximately $56 million, and is included in net non-utility invest-
ments on the Consolidated Balance Sheets as of December 31, 1995.

Debt issuance and Reacquisition Expense: Debt premium, discount,
and issuance expenses are amortized over the life of each issue. Under
regulatory procedures, debt reacquisition expenses are amortized over
the remaining life of the reacquired debt or, if refinanced, the life

of the new debt.

Risk Management: The company is exposed to price risk from
fluctuating natural gas prices resulting from gas marketing activities
of a non-regulated subsidiary. This subsidiary utilizes various financial
instruments to mitigate much of its exposure to fluctuating market
prices of commaodities. These financial instruments are designated

as hedges and as such, gains or losses associated with these financial
instruments are deferred until the commodity being hedged is
delivered.

At December 31, 1995, this subsidiary had entered into natural gas
financial instruments with a contractuai volume of 11.05 biilion cubic
feet expiring through 2000. The market value of these instruments as
of December 31, 1995, was $2.7 million more than the contract value.

Fuel Costs: The cost of nuclear fuel in process of refinement, conver-
sion, enrichment, and fabrication is recorded as an asset at original cost
and is amortized to expense based upon the quantity of heat produced
for the generation of electricity. The accumulated amortization of
nuclear fuel in the reactor at December 31, 1995 and 1994, was $28.5
million and $13.6 million, respectively.

Cash Surrender Value of Life insurance Contracts: The following
amounts related to corporate-owned life insurance contracts (COLI)

are recorded in Corporate-owned Life Insurance (net) on the
Consolidated Balance Sheets:

1995 1994
(dollars in miliions)
Cash surrender value of contracts $4799 $4089
Borrowings against contracts (4358) (3919)
COLI (net) $ a1 $ 170 °

Income is recorded for increases in cash surrender value and net death
proceeds. Interest expense is recognized for COLI borrowings except
for certain contracts entered into in 1993 and 1992, The net income
generated from COLI contracts purchased prior to 1992 including

the tax benefit of the interest deduction and premium expenses are
recorded as Corporate-owned Life Insurance (net) on the Consolidated
Statements of Income. The income from increases in cash surrender
value and net death proceeds was $22.7 million in 1995, $15.6 million
in 1994, and $19.7 million in 1993. The interest expense deduction
taken was $25.4 million for 1995, $21.0 million for 1994, and $11.9
million for 1993.

The COLI contracts entered into in 1993 and 1992 were established
to mitigate the cost of postretirement and postempioyment benefits.
As approved by the KCC, the company is using the net income stream
generated by these COLI policies to offset the costs of postretirement
and postemployment benefits. A significant portion of this income
stream relates to the tax deduction currentdly taken for interest incurred
on contract borrowings under these COLI policies. The amount of the
interest deduction used to offset these benefits costs was $7.0 million
for 1995, $5.8 million for 1994, and $4.5 million for 1993.

Federal legislation is pending, which, if enacted, may substantially
reduce or eliminate the tax deduction for interest on COLI borrowings,
and thus reduce a significant portion of the net income stream gener-
ated by the COLI contracts (See Note 6).

Reclassifications: Certain amounts in prior years have been reclassified
to conform with classifications used in the current year presentation.

2. SALES OF MISSOURI NATURAL

GAS DISTRIBUTION PROPERTIES
On January 31, 1994, the company sold substantially all of its Missouri
natural gas distribution properties and operations to Southern Union
Comgany (Southern Union). The company sold the remaining
Missouri properties to United Cities Gas Company (United Cities)
on February 28, 1994. The properties sold to Southern Union and
United Cities are referred to herein as the “Missouri Properties.”

The portion of the Missouri Properties aurchased by Southern Union
was sold for $404 million. For information regarding litigation in
connection with the sale of the Missouri Properties to Southern Union, *
see Note 3. United Cities purchased the company’s natural gas
distribution system in and around the City of Palmyra, Missouri, for
$665,000. During the first quarter of 1994, the company recognized

a gain of approximately $19.3 million, net of tax, on the sales of the
Missouri Properties. As of the respective dates of the sales of the Missouri
Properties, the company ceased recording the results of operations, and
removed the assets and liabilities from the Consolidated Balance Sheet
related to the Missouri Properties. The gain is reflected in Other
Income and Deductions, on the Consolidated Statements of Income.



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

WESTERN RESOURCES, INC

The following table reflects the approximate operating revenues and
operating income included in the company's consolidated results for
the years ended December 31, 1994 and 1993, and net utility plant
at December 31, 1993, related to the Missouri Properties:

Percent of Total
Amount Company
(doltars in thousands. unaudited)
1994
Operating revenues $ 77,008 48%
Operating income 4997 19%
1993
Operating revenues $349,749 18.3%
Operating income 20,748 1%
Net utility plant . .. 296,039 6.6%

Separate audited financial information was not kept by the company
for the Missouri Properties. This unaudited financial information is
based on assumptions and allocations of expenses of the company

as a whole.

3. LEGAL PROCEEDINGS

On June 1, 1994, Southern Union filed an action against the company,
The Bishop Group, Ltd., and other entities affiliated with The Bishop
Group, ailegit g, among other things, breach of the Missouri Properties
sale agreement relating to certain gas supply contracts between the
company and various Bishop entities. Southern Union assumed

these contracts upon the sale of the Missouri Properties and requested
unspecified monetary damages as well as declaratory relief. On August
1, 1994, the company filed its answer and counterclaim denying all
claims asserted against it by Southern Union including claims related
to the purchase price of the Missouri Properties. The disputed purchase
price adiustments were submitted to an arbitrator in February 1995,
Based on the decision of the arbitrator rendered in April 1995,
Southern Union paid the company $3.6 million including interest.

For additional information regarding the sales of the Missouri
Properties, see Note 2.

In May 1995, Southern Union filed its amended complaint against
the company, alleging a variety of new theories in support of its revised
damage claims. Southern Union now claims that it has overpaid the
company from between $38 to $53 million dollars for the Missouri
Properties. The company has filed its amended answer denying each
and every claim made by Southern Union in its amended complaint.
The company has filed motions for summary judgment against the
.amended complaint. The resolution of this matter is not expected

10 have 4 material adverse impact on the company.

On August 15, 1994, the Bishop entities filed an answer and claims

“against Southern Union and the company alleging, among other
things, breach of those certain gas supply contracts, The Bishop
entities claimed damages up to $270 million against the company
and Southern Union. On March 1, 1995 this litigation between the
company and the Bishop entities was jointly dismissed with prejudice
and the parties exchanged mutual releases of any and all claims. The
gas supply contracts at issue in the above litigation were canceled.

The agreements between the company and the Bishop entities resolved
disputes berween them in regulatory proceedings before the KCC, the
Missouri Public Service Commission, and the FERC.

Subject to the approval of the KCC, the company has entered into

five new gas supply contracts with certain Bishop entities which are
currently regulated by the KCC. A contested hearing was held for the
approval of those contracts. While the case was under consideration by
the KCC, the FERC issued an order under which it extended jurisdic-
tion over u.+ Bishop entities. On November 3, 1995, the KCC stayed
its considerat on of the contracts between the conipany and the Bishop
entities until t e FERC takes final appealable action on its assertion

of jurisdiction .wer the Bishop entities. The settlement of the parties’
disputes is not c=ntingent upon the KCC's approval of these contracts.

The company and its subsidiaries are involved in various other legal,
environmental, and regulatory proceedings. Management believes that
adequate provision has been made within the Consolidated Financial
Statements for these other marters and accordingly believes their
ultimate dispositions will not have a material adverse effect upon

the company’s overall financial position or results of operations.

4. RATE MATTERS AND REGULATION

The company, under rate orders from the KCC, OCC, and FERC,
recovers increases in fuel and natural gas costs through fuel adjustment
clauses for wholesale and certain retail electric customers and various
purchased gas adjustment clauses (PGA) for natural gas customers. The
KCC and the OCC require the annual difference between actual gas
cost incurred and cost recovered through the application of the PGA
be deferred and amortized through rates in subsequent periods.

KCC Rate Proceedings: On August 17, 1995, the company filed with
the KCC a request to more rapidly recover its investment in its assets
of Wolf Creek over the next seven years. If the request is granted,
denreciation expense for Wolf Creek will increase by approximately
$_ . million for each of the next seven years. As a result of this pro-
posal, the company will also seek to reduce electric rates for KGE
customers by approximately $9 million annually for the same seven
year period.

The request also reduces the annual depreciation expense by approxi-
mately $11 million for electric transmission, distribution and certain
generating plant assets to reflect the effect of increasing useful lives of
these properties. Hearings before the KCC on the depreciation changes
and voluntary rate reductions are expected to occur in May 1996.

In addition, the company filed a $36 million annual rate increass
request for its Kansas natural gas properties. The increase is being
sought to recover costs associated with its service line replacement pro-
gram as well as other increased operating costs (See discussion below
regarding KCC order issued on january 24, 1992). On January 26,
1996, the KCC staff submitred testimony related to this rate increase
recommending an increase of current gas rates of approximately

$34 million annually. The ultimate decision related to the company's
request resides with the KCC. Hearings before the KCC on the gas
rate increase proposal are scheduled to begin February 19, 1996,
with approval of new permanent rates expected to become effzctive
in April 1996.

On June 30, 1995, the KCC granted a cerrificate authorizing the busi-

ness operations of the Market Center. The Marker Center, which began
operations on July 1, 1995, provides natural gas transportation, storage,
and gathering services, as well as balincing, and title transfer capability.
The company transferred certain naiural gas transmission assets having

a net book value of approximately $50 million to the Market Center.
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On January 24, 1992, the KCC issued an order allowing the company
to continue the deferral of service line replacement program costs
incurred since January 1, 1992, including depreciation, property
taxes, and carrying costs for recovery in the next general rate case. At
December 31, 1995, approximately $14.2 million of these deferrals
have been included in Deferred Charges and Other Assets, Other,

on the Consolidated Balance Sheet.

Tight Sands: In December 1991, the KCC and the OCC approved
agreements authorizing the company to refund to customers approxi-
mately $40 million of the proceeds of the Tight Sands antitrust litigation
settlement 10 be collected on behalf of Western Resources’ natural gas
customers. To sccure the refund of settlement proceeds, the Commissions
authorized the establishment of an independently administered trust

to collect and maintain cash receipts received under Tight Sands sertle-
ment agreements and provide for the refunds made. The trust has

a term of ten years.

Rete Stabilization Plan: [n 1988, the KCC ordered the accrual of
phase-in revenues to be discontinued by KGE effective December 31,
1988. KGE began amortizing the phase-in revenue asset on a straight-
line basis over 9 years beginning January 1, 1989. At December 31,
1995, approximately $44 million of deferred phase-in revenues remain
to be recovered.

Coal Contract Settlements: [n March 1990, the KCC issued an order
allowing KGE. to defer its share of a 1989 coal contract settlement
with the Pictsburg and Midway Coal Mining Company amounting

12 $22.5 million. This amount was recorded as a deferred charge and
is included in Deferred Charges and Other Assets on the Consolidated
Balance Sheet. The settlement resulted in the termination of a long-
term coal contract. The KCC permitted KGE o recover this serdement
as follows: 76 percent of the settlement plus a return over the remain-
ing term of the terminated contract (through 2002) and 24 percent

to be amortized to expense with a deferred return equivalent to the
carrying cost of the asset.

In February 1991, KGE paid $8.5 million to settle a coal contract
lawsuit with AMAX Coal company and recorded the payment as

a deferred charge in Deferred Charges and Other Assets on the
Consolidated Balance Sheet. The KCC approved the recovery of the
sertlement plus a return, equivalent to the carrying cost of the asset,
over the remaining term of the terminated contract (through 1996,

5. COMMITMENTS AND CONTINGENCIES

As part of its ongoing operations and construction program, the
company has commitments under purchase orders and contracts
which have an unexpended balance of approximately $92 million

at December 31, 1995. Approximately $20 million is attributable ro
modifications to upgrade the three turbines at Jeffrey Energy Center
to be completed by December 31, 1998.

In January 1994, the company entered into an agreernent with
Oklahoma Municipal Power Authority (OMPA). Under the agreement,
the company received a prepayment of approximately $41 million for
which the company will provide capacity and transmission services to
OMPA through the year 2013.

Investment: On December 21, 1995 the company entered into
Stock Purchase and Equity Agreements with another corporation to
acquire up to 30.8 million common shares of ADT Limited (ADT).
ADT's principal business is providing electronic security services.

On January 26, 1996, the company purchased 15.4 million of such
ADT common shares for $215.6 million ($14 per share). The company
has an option to purchase the remaining 15.4 million common shares
held by the corporation through May 1997 at the higher of $14 per
share or the market price as detined.

The selling corporation has granted the company an irrevocable voting
proxy with respect to the option shares during the option period. The
shares purchased and the option shares represent approximately 24%
of ADT’s common equity. The company intends to account for its
investment in ADT using the equity method of accounting,

Manufactured Gas Sites: The company has been associated with 15
former manufactured gas sites located in Kansas which may contain
coal tar and other potentially harmful materials. The company and

the Kansas Department of Health and Environment (KDHE) entered
into a consent agreement governing all future work at the 15 sites. The
terms of the consent agreement will allow the company to investigate
these sites and set remediation priorities based upon the results of the
investigations and risk analysis. The prioritized sites will be investigated
over a 10 year period. The agreement will allow the company to set
mutual objectives with the KDHE in order to expedite effective
response activities and to control costs and environmental impact.

The costs incurred for site investigation and risk assessment in 1995
and 1994 were minimal. The company is aware of other Midwestern
utilities which have incurred remediation costs ranging between
$500,000 and $10 million per site. The KCC has permitted another
Kansas utility to recover its remediation costs through rates. To the
extent that such remediation costs are not recovered through rates,

the costs could be material to the company’s financial position or
results of operations depending on the degree of remediation required
and number of years over which the remediation must be completed.

Superfund Sites: The company is one of numerous potentially respon-
sible parties at a groundwater contamination site in Wichita, Kansas,
(Wichita site) which is listed by the EPA as a Superfund site. The
company has previously been associated with other Superfund sites

of which the company’s liability has been classified as de minimis and
any potential obligations have been settled at minimal cost. In 1994,
the company settled Supertund obligations at three sites for a total of
$57.500. The company's obligation at the Wichita site appears to be
limited based on this experience. In the opinion of the company’s man-
agement, the resolution of this matter is not expected to have a material
impact on the company’s financial position or results of operations.

Clean Air Act: The Clean Air Act Amendments of 1990 (the Act)
require a two-phase reduction in certain emissions. To meet the
monitoring and reporting requirements under the acid rain program,
the company installed continuous monitoring and reporting equipment
at a total cost of approximately $10 million from 1993 through 1995.
The company does not expect additional equipment acquisitions

or other material expenditures to be needed to meet Phase 11 sulfur
dioxide requirements.

Other Environmental Matters: As part of the sale of the company's
Missouri Properties to Southern Union, Southern Union assumed
responsibility for any environmental marters related to the Missouri
Properties. The company may be liable for up to a maximum of

$7.5 million for 15 years after the date of the sele under a sharing
arrangement with Southern Union for environmental matters pending
or discovered within the two year period ended January 31, 1996.
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Decommissioning: |'he company accrues decommissioning costs over
the expected life of the Wolf Creek generating facility. The accrual is
based on estimated unrecovered decommissioning costs which consider
inflation over the remaining estimated life of the generating facility and
are net of expected earnings on amounts recovered from customers and
deposited in an external trust fund.

On June 9, 1994, the KCC issued an order approving the estimated
decommissioning costs as determined by a 1993 Wolf Creek Decom-
missioning Cost Study to be recovered in rates. The cost study estimated
the company’s share of decommissioning costs to be $595 million or
approximately $174 million in 1993 dollars. The decommissioning
costs are currently expected to be incurred during the period 2025
through 2033. These costs were caiculated using an assumed inflation
rate of 3.45% and an average after tax expected return on crust fund
assets of 5.9%. Decommissioning costs are being charged to operating
expenses in accordance with the KCC order. Amounts expensed
approximated $3.6 million in 1995 and will increase annually to

$5.5 million in 2024.

The company’s investment in the decommissioning fund, including
reinvested earnings, approximated $25.0 million and $16.9 n iliion at
December 31, 1995 and December 31, 1994, respectively. Trust fund
earnings accumulate in the fund balance and increase the recorded
decommissioning liability. These amounts are reflected in Decom-
missioning Trust, and the related liability is included in Deferred Credits
and Other Liabilities, Other, on the Consolidated Balance Sheets.

The staff of the SEC has questioned certain current accounting
practices used by nuclear electric generating station owners regarding
the recognition, measurement, and classification of decommissioning
costs for nuclear electric generating stations. In response to these
questions, the FASB is expected to issue new accounting standards for
removal costs, including decommissioning in 1996. If current electric
utility industry accounting practices for such decommissioning costs are
changed: (1) annual decommissioning expenses could increase, (2) the
estimated present value of decommissioning costs could be recorded as
a liability rather than as accumulated depreciation, and (3) trust fund
income from the external decommissioning trusts could be reported

as investment income rather than as a reduction to decommissioning
expense. When revised accounting guidance is issued, the company will
also have to evaluate its effect on accounting for removal costs of other
long-lived assets. At this time, the company is not able to predict what
effect such changes would have on results of operations, financial posi-
tion, or related regulatory practices until the final issuance of revised
accounting guidance.

. The company carries premature decommissioning insurance which
has several restrictions. One of these is that it can only be used if Wolf

* Creek incurs an accident exceeding $500 million in expenses to safely

« stabilize the reactor, to decontaminate the reactor and reactor station
site in accordance with a plan approved by the Nuclear Regulatory
Commission (NRC), and to pay for on-site property damages. This
decommissioning insurance will only be available if the insurance funds
are not needed to implement the NRC-approved plan for stabilization
and decontamination.

Nuclear Insurance: The Price-Anderson Act limits the combined public
liability of the owners of nuclear power plants to $8.9 billion for a
single nuclear incident. If this liability limitation is insufficient, the
U.S. Congress will consider taking whatever action is necessary to
compensate the public for valid claims. The Wolf Creek owners

(Owners) have purchased the maximum available private insurance

of $200 million and the balance is provided by an assessment plan
mandated by the NRC. Under this plan, the Owners are jointly and
severally subject to a retrospective assessment of up to $79.3 million
($37.3 million, company’s share) in the event there is a major nuclear
incident involving any of the nation'’s licensed reactors. This assessment
is subject to an inflation adjustment based on the Consumer Price
Index and applicable premium taxes. There is a limitation of

$10 million ($4.7 million, company’s share) in r=trospective
assessments per incident, per year.

The Owners carry deconramination liability, premature decom-
missioning liability, and property damage insurance for Wolf Creek
totaling approximately $2.8 billion ($1.3 billion, company's share).
This insurance is provided by a combination of “nuclear insurance
pools” ($500 million) and Nuclear Electric Insurance Limited (NEIL)
($2.3 billion). In the event of an accident, insurance proceeds must
first be used for reactor stabilization and site decontamination. The
company’s share of any remaining proceeds can be used for property
damage or premature decommissioning costs up to $1.3 billion
(company’s share). Premature decommissioning insurance cost
recovery is excess of funds previously collected for decommissioning
(as discussed under “Decommissioning”).

The Owners also carry additional insurance with NEIL to cover

costs of replacement power and other extra expenses incurred during

a prolonged outage resulting from accidental property damage at Wolf
Creek. If losses incurred at any of the nuclear plants insured under the
NEIL policies exceed premiums, reserves, and other NEIL resources,
the company may be subject to retrospective assessments under the
current policies of approximately $11 million.

Although the company maintains various insurance policies to provide
coverage for potential losses and liabilities resulting from an accident
or an extended outage, the company’s insurance coverage may not be
adequate to cover the costs that could result from a catastrophic acci-
dent or extended o'tage at Wolf Creek. Any substantial losses not
covered by insurance, to the extent not recoverable through rates,
would have a material adverse effect on the company’s financial
condition and results of operations.

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 and coal. Some of these contracts contain provi-
sions for price escalation and minimum purchase commitments, At
December 31, 1995, WCNOC's nuclear fuel commitments (company's
share) were approximately $15.3 million for uranium concentrates
expiring at various times through 2001, $120.8 million for enrichment
expiring at various times through 2014, and $72.7 million for fabrica-
tion through 2025. At December 31, 1995, the company's coal contract
commitments in 1995 dollars under the remaining terms of the con-
tracts were approximately $2.5 billion. The largest coal contract expires
in 2020, with the remaining coal contracts expiring at various times

through 2013,

Energy Act: As part of the 1992 Energy Policy Act, a special assessment
is being collected from uilities for a uranium enrichment, decontami-
nation, and decommissioning fund. The company's portion of the
assessment for Wolf Creek is approximately $7 million, payable over
15 years. Management expects such costs to be recovered through

the ratemaking process.
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6. EMPLOYEE BENEFIT PLANS

Pension: The comoany maintains qualified noncontributory defined
benefit pension plans covering substantially all employees. Pension
benefits are based on years of service and the employee’s compensation
during the five highest paid consecutive years out of ten before retire-
ment. The company's policy is to fund pension costs accrued, subject
to limitations set by the Employee Retirement Income Security Act

of 1974 and the Internal Revenue Code.

Salary Continuation: The company maintains a non-qualified Executive
Salary Continuation Program for the benefit of certain management
employees, including executive officers.

The following tables provide information on the components of pension
and salary conunuation costs under Statement of Financial Accounting
Standards No. 87 “Employers' Accounting for Pension Plans” (SFAS 87),
funded status and actuarial assumptions for the company:

Year anded December 31, 1995 1994 19490
(doilars in thousands)
SFAS 87 Expense
Service cost . ; $ 11059 $10197 § 9778
Intarest cost on prmecwd
benefit obligation 2418 29,734 35,688
(Gain} loss on plan assets . . (102,731) 7,351 (64,113)
Deferred investment gain (loss) . . 70810  (38457) 29190
Net amortization . . 1132 245 (669)
Net expense $12686 § 9070 § 9874
—_
December 31, 1996 1994 1993
(doliars in thousands)
Reconciliation of Funded Status:
Actuarial present value of
benefit abligations
Vested . $331027 $278545 $353,023
Non-vested 21,775 19.132 26,983
) 7 ST , $352802 §297877 $380.006
Plan assets (principally debt
and equity securities) at
fair value .. ... .. $444808 $375521 $480,333
Projected benefit obluoatuon 456,707 378146 468996
Funded status {12,009) (2625) 21,343
Unrecognized transition asset (527)  (2.205)  (2.756)
Unrecognized prior service costs 57,087 47,796 64217
Unrecognized net (gain) (75,312)  (56,079) (108,783)
Accrued liability $(30851) $(13,113) $(26,979)
Year ended December 31, 1986 1894 19493
Actuarial Assumptions
Discount rate .. . .. i 75% 8085% 7.07.75%
Annual salary increase rate 475% 5.0% 5.0%
Long-term rate of return 8590% 8085% 8085%

Postretirement: The company adopted the provisions of Statement of
Financial Accounting Standards No. 106 “Employers’ Accounting for
Postretirement Benefits Other Than Pensions” (SFAS 106) in the fiest
quarter of 1993. This statement requires the accrual of postretirement
benefits other than pensions, primarily medical benefit costs, during
the years an employee provides service.
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Based on actuarial projections and adoption of the transitior method
of implementation which allows a 20-year amortization of the accumu-
lated benefit obligation, postretirement benefits expenses approximated
$15.0 million and $12.4 million for 1995 and 1994, respectively.

The company's total postretirement benefit obli-ation approximated
$123.2 million and $114.6 million at Decembe. 21, 1995 and 1994,
respectively. In addition, the company received an order from the

KCC permitting the initial deferral of SFAS 106 expense in excess

of amounts previously recognized. To mitigate the impact incremental
SFAS 106 expense will have on rate increases, the company will include
in the future computation of cost of service the actual postretirement
benefits expenses and an income stream generated from COLI contracts
purchased in 1993 and 1992. To the extent postretirement benefits
expenses exceed income from the COLI program, this excess is being
deferred (in accordance with the provisions of the FASB Emerging
Issues Task Force Issue No. 92-12) and will be offset by income gener-
ated through the deferral period by the COLI prograr. Because these
expenses were deferred, there was no effect on the results of continuing
operations in 1995. At December 31, 1995, approximately $25.3 mil-
lion of postretirement expenses had been deferred pursuant to the KCC
order. Pending federal legislation may substantially reduce or eliminate
tax benefits associated with COLI contracts. I¢ this legislation is enacted
or should the income stream generated by the COLI program not be
suffi<ient to offset postretirement benefit costs on an accrual basis,

the KCC order allows the company to seek recovery of a deficiency
through the ratemaking process. Regulatory precedents established by
the KCC generally permit the accrual costs of postretirement benefits
to be recovered in rates.

The following table summarizes the status of the company’s postretire-
ment benefit plans for financial statement purposes and the related
amounts included in the Consolidated Balance Sheets:

December 31, 1995 1994
(doltars in thousands)

Reconciliation of Funded Status
Actuarial present value of postretirement

benefi( obligations
Retirees $ 81402 $ 68,570
Active employees fully ehgubla 7,645 13,549
Active employees not fully eligible 34,144 32,484
T P Feas $123.191 $114,603
Fair value of plan assets . . 46 —
Funded Status (123,145) (114,603)
Unrecognized prior service cost (8.900) (8,391)
Unrecognized transition obligation 111,443 117,967
Unrecognized net (gain) (721} {14,489) ¢
Accrued postretirement benefit costs $(27873) $(20516) .
December 31 1996 o
Actuarial Assumptions
Discount rate e . 75% 8.0-85%
Annual salary increase rate ! 275% 5.0%
Expected rate of retum 9.0% 85%

For measurement purposes, an annual health care cost growth rate

of 11% was assumed for 1995, decreasing one percent per year to five
percent in 2001 and thereafter. The health care cost trend rate has a sig-
nificant effect on the projected benefit obligation. Increasing the trend
rate by one percent each year would increase the present value of the
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accumulated projected benefit obligation by $4.3 million and the
aggregate of the service and interest cost components by $0.4 million.

Postemployment: The company adopted Statement of Financial
Accounting Standards No. 112 “Employers’ Accounting for
Postemployment Benefits” (SFAS 112) in the first quarter of 1994,
which established accounting and reporting standards for postemploy-
ment benefits. The statement requires the company to recognize the
habduy to provide postemployment benefits when the liability has been
incurred. The company received an order from the KCC permitting the
initial deferral of SFAS 112 expense. To initigate the impact SFAS 112
expense will have on rate increases, the company will include in the
future computation of cost of service the actual SFAS 112 transition
costs and expenses and an income stream generated from COLI
contracts purchased in 1993 and 1992. At December 31, 1995 approx-
imatcly $8.3 million of postemployment expenses had been deferred
pursuant to the KCC order. Pending federal legislation may substan-
tially reduce or eliminate tax benefits associated with COLI contracts.
If this legislation is enacted or should the income stream generated by
the COLI program not be sufficient to offset postemnployment benefic
costs on an accrual basis, the KCC order allows the company to seck
recovery of such deficit through the ratemaking process. The 1995 and
1994 expense under SFAS 112 was appror: nately $3.6 million and
$2.7 miliion, respectively. At December 31, 1995 and 1994, the com-
pany’s SFAS 112 liability recerded on the Consolidated Balance Sheets
was approximately $8.7 million and $8.4 million, respectively.

Savings: The corapany maintains savings plans in which substantially
all employees participate. The company matches employees’ contribu-
tions up to specified maximum limits. The funds of the plans are
deposited with a trustee and invested at cach employee’s option in one
or more investment funds, including a company stock fund. The com-
pany’s contributions were §5.1 million, $5.1 million, and $5.8 million
for 1995, 1994, and 1993, respectively.

7. COMMON STOCK, PREFERRED STOCK,
PREFERENZTE STOCK, AND OTHER MANDATORILY
REDEEMABLE SECURITIES
The company’s Restated Articles of Incorporation, as amended, provides
for 85,000,000 authorized shares of common stock. At December 31,
1995, 62,855,961 shares were outstanding.

The company has a Dividend Reinvestment and Stock Purchase Plan
(DRIP). Shares issued under the DRIP may be either original issue
shares or shares purchased on the apen market. At Docember 31, 1995,
3,017,627 shares were available under the DRIP registration statement.

Not subject to mandatory redemption: The cumulative preferred stock
1s redeemable in whole or in part on 30 to 60 dzys notice at the option

*of the company.

*Subject to mandatory redemption: | he mandatory sinking fund
provisions of the 8.50% Series preir-ence stock require the company

to redeem 50,000 shares annually beginning on July 1, 1997, at $100
per share. The company may, at its option, redeem up to an additional
50,000 shares on each July 1, at $100 per share. The 8.50% Series also
is redeemable in whole or in part, at the option of the company, subject
to certain restrictions on refunding, at 2 redemption price of $196.23,
$105.67, and $105.10 per share beginning ;:'v 1. 1995 1746 and
1997, respectively.

The mandatory sinking fund provisiors of the 7.58% Series preference
stock require the company to redeem 25,000 shares annually beginning

on April 1, 2002, and each April 1 through 2006 and the remaining
shares on April 1, 2007, all at $100 per share. The company may, at
its option, redeem up to an additional 25,000 shares on each April 1
at $100 per share. The 7.58% Series also is redevoral! = whole or in
part, at the option of the company, subject to certain restrictions on
refunding, at a redemption price of $105.31, $104.55, and $103.79
per share beginning April 1, 1995, 1996, and 1997, respectively.

Other Mand'~torily Redeemable Securities: (On December 14, 1995,
Western Resources Capital 1, a wholly-owned trust, issued four million
preferred securities of 7 7/8% Cumulative Quarterly Income Preferred
Securities, Series A, for $100 million. The trust interests represented
by the preferred securities are redeemable at the option of Western
Resources (Apual 1, on or after December 11, 2000, at $25 per pre-
ferred security plus accrued interest and unpaid dividends. Holders

of the securities are entitled to receive distributions at an annual rate
of 7 7/8% of the liquidation preference value of $25. Distributions are
payable quarterly, and in substance are tax deductible by the company.
The sole asset of the trust is $103 million principal amount of 7 7/8%
Deterrable Interest Subordinated Debentures, Series A due December 11,
2025 (the Subordinated Debentures).

In addition to the company's obligations under the Subordinated
Debentures, the company has agreed, pursuant to a guarantee issued

to the trust, the provisions of the trust agreement establishing the trust
and a related expense agreement to guarantee on a subordinated basis
payment of distributions on the preferred securities (but not if the trust
does not have sufficient funds to pay such distributions) and to pay all
of the expenses of the trust (collectively, the “Back-up Undertakings”).
Considered together the Back-up Undertakings.

The security obligations constiture a full and unconditional guarantee
by the company of the trust obligations under the preferred securities.
The securities are shown as Western Resources Obligated Mandatorily
Redeemable Preferred Securities of Subsidiary Trust holding solely
Subordinated Debentures on the Consolidated Statemeras ot
Capitalization,

8. JOINT OWNERSHIP OF UTILITY PLANTS

Company's Ownership at Decemper 21, 1995

in-Service Inves: Accumutated Net Per
Dates ment Depraciation  (MW)  cent
{dolats in thousands)

La Cygne 1 (a) Jun 1973  § 155566  § 99133 34 50
Jetfrey 1 (b) Jul 1978 285,357 116,71 587 B4
Jeffrey 2 (b) May 1980 289,443 109,858 617 B4
Jeffrey 3 (b) May 1983 389,157 143,862 591 B4
Wolf Creek (c) Sep 1985 1371878 335,941 548 47

(@) Jeintly owned with Kansas City Power & Light Company (KCPL)
(b Jointly owned with UtiliCorp Usrited Inc
(¢} Joratly owned with KCPL and Kansas Flectric Power Cooperative, Inc

Amounts and capacity represent the company’s share. The company’s
share of operating expe.+ . “the plants in service above, as well as
such expenses fora S = _at undivided interest in La Cygne 2
(representing 335 MW capacity) sold and leased back to the company
in 1987, are included n operating expenses on the Consolidated
Statements of Income Th - corpany’s share of other transactions
associated with the p! s 1 included in the appropriate classification
in the company’s Corso'«sted Financial Statements.
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9. INCOME TAXES

Under SFAS 109, temporary differences gave rise to deferred tax assets
and deferred tax liabilities ar December 31, 1995 and 1994, respectively,
as follows:

1995 1994
(dollars i thousands)
Deferred Tax Assets
Deferred gain on sale-leaseback $ 105007 $ 11055
Alternative Minimum tax carry forwards 18.740 41,163
Other : 30,789 29,162
Total Deferred Tax Assets $ 154536 $ 180,881
Deferred Tax Liabilities
Accelerated Depreciation & Other $ 653134 $ 661433
Acquisition Premium . .. .. 315513 318190
Deferred Future Income Taxes 282476 283,297
Other ... ... ... M 1T 70,883 70,386
Total Deferred Tax Liabilites .. .. $1,322.006 $1,333,306
Accumulated Deterred
Income Taxes, Net . . . $1,167.470 $1.152.425

In accordance with various rate orders received from the KCC and the
OCC, 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 ner future
increases in income taxes payable will be recovered from customers,

it has recorded a deferred asset for these amounts. These assets are also
a temporary difference for which deferred income tax liabilities have
been provided.

At December 31, 1995, the company has alternative minimum tax
credits generated prior to April 1, 1992, which carry forward without
expiration, of $18.7 million which may be used to offser future regular
tax to the extent the regular tax exceeds the alternative minimum tax.
These credits have been applied in determining the company’s net
deferrev. income tax liability and corresponding deferred future
income taxes at December 31, 1995.

10. LONG-TERM DEBY

The amount of first mortgage bonds authorized by the Western
Resources Mortgage and Deed of Trust, dated July 1, 1939, as supple-
mented, is unlimited. The amount of first mortgage bonds authorized
by the KGE Mortgage and Deed of Trust, dated April 1, 1940, as
supplemented, is limited to a maximum of $2 billion. Amounts of
additional bonds which may be issued are subject to property, earnings,
and certain resti: ctive provisions of each Mortgage

Debt discoin and expenses are being amortized over the remaining
lives of each 1ssue. The Western Resources and KGE improvement and
maintenance fund requirements for certain first mortgage bond series
can be met by bonding additional property. With the retirement of
certain Western Resources and KGE pollution control series bonds,

there are no longer any bond sinking fund requirements. During 1996,
$16 million of bonds will mature. $125 million of bonds will mature
in 1999 and $75 million of bonds will mature in 2000.

In January 1993, the company renegotiated its $600 million bank
term loan and revolving credit facility used to finance the Merger into
a $350 million revolving credit facility, secured by KGE common stock.
On October 5, 1994, the company extended the term of this facility to
expire on October 5, 1999. The unused portion of the revolving credit
facility may be used to provide support for outstanding short-term
debt. At December 31, 1995, there was $50 million outstanding
under the facility.

Long-term debt outstanding at December 31, 1995 and 1994, was
as follows:

December 31, 1945 14994
(doliars in thousands)
Western Resources
First mortgage bond series:
71/4% due 1999 : $ 125,000 $ 125,000
8 7/8% due 2000 75,000 75,000
7 1/4% due 2002 .. 100,000 100.000
8 1/2% due 2022 . 125,000 125.000
7.65% due 2023 , 100,000 100,000
525,000 525,000
Pollution control bond series
Variable due 2032 (1) .. 45,000 45,000
Variable due 2032 12) 30,500 30,500
6% due 2033 58,420 58,500
133,920 134,000
KGE
First monyage bond series:
5 5/8% due 1996 16,000 16,000
7.60% due 2003 135,000 135,000
6 1/2% due 2005 65,000 85,000
6.20% due 20C€ . 100,000 100 000
316,000 316,000
Pollution control bond series
5.10% due 2023 13,957 13.982
Variable due 2027 (3) 21,940 21,940
7.0% due 2031 327,500 327 500
Variable due 2032 (4) 14,500 14,500
Variable due 2032 (5) 10.000 10,000
387 897 387,927
“
Revolving Credit Agreement 50,000 -
Less
Unamortized deht discount 5,554 58148
L.ong-term debt due within one year 16,000 80
$1.391,263 $1,357,028

Rates at December 31, 1995: (1) 1) 4.049%, (3) 4.00%, (4) 3.925% and (5) 4.00%
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17. SEGMENTS OF BUSINESS

The company is principally a public utility engaged in the generation,
transmission, distribution, and sale of electricity in Kansas and the
transportation, distribution, and sale of natural gas in Kansas and

Oklahoma.
Yaar ended December 1. 1995 1994, 1993
(doflars in thousands)
Operating rever s’
Electric $1,145895 $1.121,781 $1.104,537
Natural gas . 426176 496,62 804,822
15672071 1617943 1,909,359
Operating experises excluding
Income taxes:
Electric. . 788,900 768,317 791,563
Natural gas 419267  4B4458 747,755
1208167 1262775 1539318
Income taxes.
Electric. .. 94042 100,078 73,425
Natural gas . .. (6522)  (4.456) 4,553
88,520 95,622 77978
Operating income:
Elootrie. . ........ ... 262963 253,386 239,549
Natural gas ... . 12,431 16,160 52514
§ 275384 § 269546 § 282063
Identifiable assets at December 31
Electric . O s $4,470,359 $4,346312 $4.231277
Natural gas 712858 654483 1,040,513
Other corporate assets o 307460 370234 140,258
$5.480,677 $5.371,029 $5412,048
Other Information-—
Depreciation and amortization
Electric $ 133421 § 12369 $ 126,034
Natural gas 23494 27,934 38,330
$ 166915 § 151630 § 164,364
Maintenance
Electric $§ 87942 § 88162 § €696
Natural gas 20,6938 25,024 30,047
$ 108641 § 113186 $ 117843
L]
Capital expenditures
Electric § 153931 § 152384 § 137874
s Nuclear fuel 28,465 20,590 5.702
Natural gas 54,431 64,722 94,055

$ 736827 § 23769 $§ 23763

{1} Information reflects the sales of the Missouri Properties (Note 2)

(2) Principally cash,

purary cash

» non-utility assers, and deferred charges

The portion of the table above related to the Missouri Properties

is as follows:

1994 1943

{dollars in thousands, unaudited)
Natural gas revenues . i - .. $77.008 $349,749
Operating expenses excluding
income taxes . . . . i 69,114 326,328
Income taxes S e 2897 2672
Operating income . . e i el 4,997 20,748
Identifiable assets ek gy — 398,464
Depreciation and amortization . . . " : 1274 12.668
Maintenance Lty U A 1,099 10,504
Mapital expenditures .. .. SRR , 3,682 38,821

12. SHORT-TEIM DEBT

The company's short-term financing requitements are satisfied through
the sale of commercial paper, short-term bank loans, and borrowings
under unsecured lines of credit maintained with banks. Information
concerning these arrangements for the years ended December 31, 1995,
1994, and 1993, is set forth below:

Year ended December 31, 1995 1994 1993
(dollars in thousands)

Available lines of credit . $121,075  $145000 $145,000
Short-term debt out-

standing at yearend ... .. 203450 308200 440895
Weighted average interest rate

on debt outstanding at year

end (including fees) .. ... . .. , 6.02% 6.25% 367%
Maximum amount of short-

term debt outstanding during

the period $355615 $485395 $443895
Monthly average

short-term debt s e : 301871 24180 347,278
Weighted daily average interest

rates during the year

(including fees) UL . 6.15% 463% 3.44%

In connection with the above arrangements, the company has agreed

to pay certain fees to the banks. Available lines of credit and the unused
portion of the revolving credit facility are utilized to support the com-
pany’s outstanding short-term debt.
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13. Leases

At December 31, 1995, the company had leases covering various
property and equipment. Certain lease agreements in 1994 wad 1993
met the criteria, as set forth in Statement of Financial Accounting
Standards No. 13, “Accounting for Leases”, for Jassification as capital
leases. Capital lease payments were $”.0 million and $3.3 million in
1994 and 1993, respecrively. At December 31, 1995, the company
had no capital leases.

Rental payments for operating leases and estimated rental commitments
are as follows:

Operating
Year ended December 31, Leases
(dollars in thousands)
1993 v v § 5501
1994 ; , 55,076
1995 . . 63,353
Future Commitments
1996 55,992
1997 | : ; 49 892
1998 . 45,069
1999 ; v 41,862
2000 41,292
Thereafter ‘ -
Total s ! $955.871

In 1987, KGE sold and leased back its 50 percent undivided interest

in the La Cygne 2 generating unit. The La Cygne 2 lease has an initial
term of 29 years, with various options to renew the lease or repurchase
the 50 percent undivided interest. KGE remains responsible for its share
of operation and maintenance costs and other related operating costs
of La Cygne 2. The lease is an operating lease for financial reporting
purpases.

As permirted under the La Cygne 2 lease agreement, the company

in 1992 requested the Trustee Lessor to refinance $341.1 million of
secured facility bonds of the Trustee and owner of La Cygne 2. The
transactior; was requested to reduce recurring future net lease expense.
In connection with the refin -~ g on September 29, 1992, a one-time
payment of approximately  ~ .nillion was made by the company
which has been deferred and is being amortized over the remaining lifc
of the le se and included in operating expense as part of the future lease
expense. At December 31, 1995, approximately $23.7 million of this
deferral remained on the Consolidated Balance Sheet.

Future minimum annual lease payments, included in the table above,
required under the La Cygne 2 lease agreement are approximarely
$34.6 million for each year through 2000 and $646 million over

the remainder of the lease.

The gain of approximately $322 million realized ar the date of the
sale of La Cygne 2 has been deferred for financial reporting purposes,
and is being amortized ($9.6 million per year) over the initial lease
term in proportion to the related lease expense. KGE's lease expense,
net of amortization of the deferred gain and a one-time payment,
was approximately $22.5 million for 1995, 1994, and 1993

14. FAIR VALUE OF FINANCIAL INSTRUMENTS

The following methods and assumptions were used to estimate the fair
value of each class of financial instruments for which it is pracricable
to estimate that value as set forth in Statement of Financial Account-
ing Standards No. 107 “Disclosures about Fair Value of Financial
Instruments”™:

Cash and Cash Equivalents —
The carrying amount approximates the fair value because of the
short-term maturity of these investments.

Decommissioning Trust —

The carrying amount is recorded at the fair value of the decommission-
ing trust and is based on quoted market prices at December 31, 1995
and 1994,

Variable-rate Debt —
The carrying amount approximates the fair value because of the
short-term variable rates of these debt instruments.

Fixed-rate Debt —

The tair value of the fixed-rate debt is based on the sum of the
estimated value of each issue taking into consideration the interest
rate, maturity, and redemption provisions of each issue.

Redeemable Preference Stock —

The fair value of the redeemable preference stock is based on the
sum of the estimated value of each issue taking into consideration
the dividend rate, maturity, and redempzion provisions of each issue.
Other Mandatorily Redeemable Securities —

The fair value of the other mandatorily redeemable securities is based

on the sum of the estimated value of each issue taking into considera-
tion the dividend rate, maturity, and redemption provisions of each issue.

The carrying values and estimated fair values of the company’s financial
instruments are as follows:

Carrying Value Fair Vatue
December 31 1995 1994 1985 1994
(dotiars n thousands)

Cash and cash

equivalents $ 2414 $ 215 § 244 8 2715
Dacommissioning trust 25,070 16,944 25,070 16,633
Variable-rate debt 811,190 822,045 811,190 822 045
Fixed-rate dabt 1,240877 1240982 1,294365 1,171,866
Redeemable preterence

stock 150,000 150,000 160,405 155,375
Other Mandatorly

Redeemable Securities 170,000 - 102,000 -

¢
The fair value estimates presented herein are based on information

available as of December 31, 1995 and 1994. These fair value estimates *
have not been comprehensively revalued for the purpose of these finan-
cial statements since that date, and current estimates of fair value may
differ significantly from the amounts presented herein.

Certain subsidiaries of the company use financial instruments to hedge
price fluctuations in ther- portfolios of commodity transactions. The
financial instruments used include futures and options traded on the
New York Mercantile Exchange and swaps and options traded in the
over-the-counter market. These subsidiaries are subject to credit risk on
its over-the-counter transactions and monitors the creditworthiness of
its counterparties, which consist primarily of large financial institutions.
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15. QUARTERLY RESULTS (UNAUDITED)

I'he amounts in the table are unaudited but, in the opinion of management, contain a adiustments consisting only of normal recurring adjust

| | | i g
ments) necessary for a fair presentation of the reseits of such periods. The business of the company is

s seasonal in nature and, in the opinion of

management, comparisons berwe the quarters of a year do not give a true indication of overall trends and changes tn operations
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TEN-YEAR COMPARATIVE DATA

INCOME STATEMENT DATA (5 000s)

Operating Expenses
Depre-
Total Fuel Power Natural ciation &

Operating Used for Purchased Gas (Other Main- Amorti- Operating
Years Revenues Generation {Net) Purchases Operations tenance ation Taxes Income
1995 $1.5720Mm $231.419 §15,738 $263,790 $317.219 $106,641 $174,460 $185,358 $275,384
1994, 1,617,943 234,328 15,438 312576 303,391 113,186 169,174 200,304 269,546
1993 1,908,359 250,328 16,396 500,188 349,160 117,843 181,909 20141 292,063
1992 1,556,248 200,779 14819 403,326 296,642 101,611 1571 142,731 239,169
1991 1,182,178 146,256 5,335 439,323 193,319 60,515 85,735 102,074 128,621
1990 1,149,755 148,681 2,658 456,868 178,448 57.817 76,815 96,478 131,990
1989 1,127,623 149,796 148 451,896 171,094 58,442 73,305 97,406 125,536
1988 1,166,114 148,787 (2,356) 486,347 165,234 55,128 70,406 112,146 130,422
1987 1,166,458 144,495 2,328 485,995 153,789 49,598 67,804 124115 138,334
198¢€ 1,198,884 144 693 2,085 511,344 151,676 45 842 65,208 135417 142,639
ELECTRIC STATISTICS:

Company System Supply
MWH Sales (1,000s) at Peak Hour (Net MW)
System Systam Peak Accredited
Net Responsi- Generating System
Years Residential Commercial Industrial Other Total Load hility (v Capacity Capacity (3
1995 5,088 5453 5619 4120 20,280 3979 4,004 5,240 4,966
1994 5,003 5,368 5410 4,005 19,786 3,720 3,730 5,230 4,960
1993 4,960 5,100 5,301 4628 19,989 3821 3827 5,184 4,985
19920 3842 4473 4419 3119 15,853 3,583 3.590 5139 4,807
1991 2,556 3.05 1,947 1,984 9,538 1973 1,959 2,622 2,367
1930 2403 2,952 1,954 1,820 9,128 1.957 1,948 2,589 2,344
1989 2,248 2814 1,925 2,077 9,064 1.838 1,823 2,589 2,345
1988 2,296 2,782 1,877 2174 9,129 1,926 1,919 2526 2.287
1987 2153 2,633 1816 2,001 8,603 1818 1.821 2,505 2,241
1986 2075 251 1.821 2125 8,542 1737 1,740 253 2,262
NATURAL GAS STATISTICS:
MCF Salas (1,000s)
Average Cost of
Gas Purchased

Years Hesidential Cu.amercial Industria! Other Transportation Total Per MCF
1995 55,810 21,245 548 17,078 48,292 142,973 $2.68
19940 64,804 26,526 605 43 51,058 143,037 3.06
1993 110,045 47 536 1.490 4 73,574 232 686 305
1862 93,779 40 556 2.214 94 68,425 205,068 274
1991 97,297 47075 2,655 14,960 ) 78,055 240,042 w) 287
1990 95,247 43,973 3,207 1,361 12623 216,411 290
1989 104,057 47,339 5837 1,403 58,025 216,461 2.75
1968 104,471 52,567 19,929 2,455 37,424 216,846 257
1987 94 842 50,946 29917 2.1 24 584 202,330 267
1986 97,368 54132 48181 2.523 5,752 207 856 250

(1) tnformation reflects the sales of the Missouri Properties (Note 2)
(2) Information reflects the merger with KGE on March 31, 1992
{3) Net of off-system sales and purchases

(4) Restated 1o reflect two-for-one stock sphic on May 9, 1987
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Other Income
and Deductions Interest Charges Income, Earnings, and Dividends
Other Eamings Earnings Dividends
Income & Preferred & Applicable per Declared per
AFUDC Deductions Long-Term AFUDC- Net Preferance to Common Common Common
Equity (Net) Debt Other Debt Income Dividends Stock Share ) Share (4
§— $25,907 $ 95,962 $27,8598 $(4,206 ) $181,676 $13.419 $168,257 2n $2.02
— 33,856 98,483 20139 (2,667 ) 187,447 13418 174,029 2.82 1.98
' - 25,482 123,551 19,255 (2,631) 177.370 13,506 163,864 276 1.94
& -— 24,186 117,464 20,009 (2,002) 127,884 12,751 115,133 220 190
& e 3,351 51,267 10,490 (1,070} 89,645@ 6,377 83,268 241 2045
—_ 9,012 51,542 11,022 (1.181) 79.619 1.744 77875 225 1.80
— 853 46,378 8,742 {1,503) 72,778 1.857 70,921 205 1.76
(461) 44,362 7135 (1,327) 79,791 1,970 71,821 225 172
375 1,188 48,185 3517 (496) 88,691 3,700 84,991 246 165
366 750 50,213 2902 (742) 91,382 7,633 83,749 242 158
Utility Plant
Electric Revenues ($1,000s) Customers (81,000s)
Other Average Gross
Residential Commercial Industrial & Misc Total Total Additions Total
$396,025 $340,819 $268,947 $140,104 $1,145,895 600,791 $179,090 $5,415,754
388,271 334,059 265,838 133613 1,121,781 593,859 164,305 5,293,995
384618 319,686 261,898 138.335 1,104,537 585,042 147 556 5,169,915
296,917 271,303 211,593 103,072 882,885 577,918 93,340 5,048,903
160,831 149,152 78,138 83,718 471,839 306,203 42,387 1,664,147
152,509 146,001 79,225 85972 463,707 303,535 46,697 1,649,367
142,308 139,567 78,267 92,201 457,343 300,026 54,207 1,613,095
149,156 138.318 77,201 96,486 461,160 295,072 62,010 1,563,444
149,914 143,084 82,972 93,755 469,725 295371 52,792 1,510,067
150,950 145,166 89,084 97674 482874 291,967 47 526 1,466,334
Utility Plant
Natural Gas Reve wues (§1,000s) Customers ($1,0008)
Other Average Gross
Hesidential Commercial Industrial & Misc Total Tota! Additions Total
$274,550 $ 94,349 $ 3051 $54,226 $426,176 648,016 $ 83162 $ 700,255
332,348 125570 34712 34,772 436,162 684,809 64,125 750,496
529,260 209,344 7,294 58.924 804 822 1,092,713 100,324 1.129,792
440,239 169,470 7,804 56,850 673,363 1,083 467 89,520 1,040,373
¢ 43387 182.486 10,546 63,436 690,339 1,067 840 80,630 865,448
- 439,956 176,279 12,994 56,819 686,048 1,069,140 84,553 789428
» 430,250 172,628 18,021 54,381 675,280 1,053,787 91,613 708,787
418,190 181.50% 57.434 47824 704,954 1,042,140 50,227 620,803
380,218 178,402 87.207 40,906 696,733 1,030,422 49 906 572,382
386,954 184,721 131,090 13,245 716,010 1,011,686 45,319 520,631

(5) Includes special, one-time dividend of $0.18 per share paid February 28, 1991
(6) Includes cumulative effect 1o January 1, 1991, of change in revenue recognition, a $17,360,000 or $0.50 per share increase
The cumulative effect of this change increased narural gas sales by 14,838,000 MCF and electric sales by 256,000 MWH
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INVEETOR INFORMATION

WESTERN RESOURCES, INC

SHAREHMOLDER INFORMATION
AND ASSISTANCE

The Sharcholder Services Department provides information and
assistance to shareholders, including inquines regarding lost, stolen,
or destroyed dividend checks. Write or call our toll-free numbser,

800-527-2495 from 8 am t0 5 pm (Cencral Time). In the Topeka area,

call 575-6394 (FAX 913-575-1796).
Written inquiries should be addressed to:
Western Resources

Sharcholder Services

PO. Box 750320
Topeka, KS 66675-0320

Internet Address: sharsves@wsenres.com

Please include a daytime telephone number in your correspondence.

DIVIDEND REINVESTMENT
AND STOCK PURCHASE PLAN

Western Resources offers common sharcholders a program to
purchase additional shares of common stock. Options of the
Dividend Reinvestment and Stock Purchase Plan include full or
partial reinvestment of dividends, optional cash payments, invested
semi-monthly, automatic electronic investment, and safekeeping of
share certificates. Investors may become a Western Resources

sharcholder through the Plan with a minimum initial investment
of $250.

To receive addivional informarion about the Dividend Reinvestment
and Stock Purchuse Plan, please contact Sharcholder Services ar the
number listed above.

DIRECT DEPOSIT OF DIVIDENDS

Western Resources offers, at no charge, the option of direct deposic

of dividends. Quarterly dividend payments are deposited directly to
your bank accoun. the same day the dividends are paid. Participating
shareholders receive a record of the transaction. To enroll for this
service, write or call Shareholder Services 1o request an authorization
form. The form must be received at least 30 days prior to rhe dividend
payment date.

DUPLICATE MAILINGS

To eliminate duplicate mailings, possibly because of stock registered
in more than one way, please write Shareholder Services. Western
Resources is required, by law, to create a separate account for each
name when stock is held in similar but different names (e.g. John A.
Smith, John Smith, John A. Smith & Mary Smith JT TEN, etc.).
Help us reduce mailing and record keeping costs by consolidating

,your accounts.

TANNUAL MEETING
« T'he annual meeting of sharcholders will be at:

11:00 a.m., Tuesday, May 7, 1996, at
Kansas Expocentre

Maner Conference Center
One Expocentre Drive

Topeka, Kansas

This report was printed on recycled paper using soy -based inks

«g@.

INVESTOR RELATIONS
Security analysts secking information about the company,
please call 913-575-8226, or write:

Director of Investor Relations
Western Resources

PO. Box 889

Topeka, KS 66601-0889

Internet Address: investrel@wstnres.com

Copies of the Form 10-K Annual Report to the Securities
and Exchange Commission and other published reports can

be obtained without charge by contacting Investor Relations
at the above address.

STOCK TRANSFER AGENTS
AND REGISTRARS

Western Resources, Inc.
PO. Box 750320
Topeka, Kansas 66675-0320

Continental Stock Transfer & Trust Company
2 Broadway
New York, New York 10004

COMMON STOCK LISTING
Ticker S5ymbol (NYSE): WR
Daily stock table listing: WstnRes

TRUSTEE FOR BONDS

Principal Trustee, Paying Agent, and Registrar
Harris Trust and Savings Bank

111 West Monroe Street

Chicago, Illinois 60603-4003

Call collect 312-461-6838

CORPORATE ADDRESS
Western Resources

818 Kansas Avenue

Topeka, Kansas 66612-1217
913-575-6300

Internet site at htep://www.wstnres.com

Appliance Care; Westar and “making life a little easier™"
are service marks of Western Resources, Inc.

DIVIDENDS
Anticipated record and payment dates for 1996 dividends on
Western Resources common stock:

Record Paymen:
December 5, 1995 January 2
March 4 April 1
June 4 July 1
September 4 October 1
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