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UNITED STATES OF AMERICA

NUCLEAR REGULATORY COMMISSION
|

|
,

In the Matter of )
)

Wolf Creek Nuclear Operating ) !
Corporation, et al., ) Docket No. 50-482 I

)
Wolf Creek Generating Station, )
Unit No.1 )

APPLICATION TO TRANSFER KGE'S AND KCPL'S POSSESSION ONLY
INTEREST IN OPERATING

LICENSE NO. NPF-42 FOR THE WOLF CREEK
GENERATING STATION AND TO AMEND OPERATING

LICENSE NO. NPF-42 TO REFLECT TRANSFER OF OWNERSHIP

INTRODUCTION AND BACKGROUND

Kansas Gas and Electric Company ("KGE"), a wholly-owned subsidiary of Western

Resources, Inc. (" Western Resources"),' Kansas City Power & Light Company ("KCPL"),

Kansas Electric Power Cooperative, Inc. ("KEPCO"), and the Wolf Creek Nuclear Operating

Corporation ("WCNOC") are the holders of Facility Operating License NPF-42 ("the

Operating License") for the Wolf Creek Generating Station, Unit 1 (" Wolf Creek"). The

Operating License authorizes KGE, KCPL, and KEPCO to possess the Wolf Creek plant and

'KGE is the post-merger entity resu! ting from the merger of the former entity of the same name with a
wholly owned subsidiary of Western Resources.
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authorizes WCNOC (as agent for KCPL, KGE and KEPCO) to possess, use and operate Wolf
|

Creek in accordance with the conditions and requirements set forth in the license. KGE and

KCPL each own an undivided 47% interest in Wolf Creek; the remaining 6% undivided 1

|

interest in Wolf Creek is held by KEPCO. KGE, KCPL, and KEPCO each own the stock of l

WCNOC, and are responsible for the costs of operating, maintaining and decommissioning

Wolf Creek, in proportion to their respective ownership interests in Wolf Creek.

The purpose of this Application is to request the consent of the Nuclear Regulatory

Commission ("NRC" or "the Commission") under 10 C.F.R. $ 50.80 to the transfer of KGE's

and KCPL's possession-only interest in the Wolf Creek operating license to NKC, Inc., which

will later be renamed Westar Energy, Inc. (both referred to herein as "Westar Energy").

Westar Energy is a new company to be formed as a result of a transaction in which the electric

utility operating assets of Western Resources, KGE, and KCPL will be combined. (This I

transaction is explained in more detail in Section I.B, "The Proposed Combination.") The

I
Application also requests the Commission to amend the Operating License pursuant to 10

C.F.R. 5 50.90 to delete KGE and KCPL as licensees and to add Westar Energy in their place.

The technical qualifications of WCNOC, the plant operator for Wolf Creek, will not

be impacted by the merger of the electric utility assets of Western Resources, KGE and KCPL

into Westar Energy. This combination will have no effect on either the technical

management or operation of Wolf Creek. The same technical management and nuclear

operating organization of WCNOC currently responsible for operating Wolf Creek will

continue to be responsible for the operation and maintenance of Wolf Creek after the

transaction. Further, Westar Energy will assume KGE's and KCPL's rights and obligations

with respect to Wolf Creek and will be responsible for the costs of operating, maintaining and

) decommissioning Wolf Creek to the same extent and on the same terms and conditions as
i

2
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KGE and KCPL. The combination of the electric utility operations of Western Resources,l

1

KGE and KCPL into Westar Energy will achieve significant cost savings and efficiencies. As a |
i

result, Westar Energy's financial capability to meet the financial obligations of its prospective

ownership interest in the Wolf Creek plant is expected to be stronger than the existing

financial capabilities of KGE and KCPL separately.

As set forth in Section G (" Antitrust Information"), the NRC should undertake no

antitrust review with respect to the proposed combination - beyond making a determination

of no significant changes -- because (1) this Application does not seek to change the

comprehensive antitrust conditions appended to the Operating License NPF-42,' (2) no

significant antitrust related changes will occur as a result of the combination, and (3) the

competitive aspects of the combination will be thoroughly reviewed by other Federal and

State agencies. The other Federal and State agencies that will be reviewing the competitive

aspects of the merger include the Federal Energy Regulatory Commission ("FERC"), the

Federal Trade Commission and the Department of Justice, the State Corporation Commission

of the State of Kansas ("KCC"), and the Missouri Public Service Commission ("MPSC").

Part I below describes the electric utility operations of Western Resources and KCPL

and the proposed transaction in greater detail. Part II sets forth the information required by

10 C.F.R. 5 50.80 with respect to the proposed transfer of the possession-only interests held

by KGE and KCPL in the Wolf Creek Operating License. Part III sets forth the information

required for amending the Operating License under 10 C.F.R. $ 50.90 to reflect the license

2The current license at Appendix C sets forth different antitrust conditions for KGE and KCPL, both of
which would remain applicable to Westar Energy as the successor licensee to KGE and KCPL. As
discussed more fully herein, Westar Energy would apply the more restrictive set of conditions as
appropriate for a given set of circumstances.

3
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l transfers. Part IV discusses the desired effective date for the license transfers and the related I
i

|

license amendment. ;

I. THE PARTIES AND THE PROPOSED COMBINATION

| A. The Parties
1 1

|

Western Resources is a corporation organized and existing under the laws of the State

|

| of Kansas, with its principal office located in Topeka, Kansas. Western Resources, operating

under its trade name KPL and through its wholly owned subsidiary, KGE, is a public utility

engaged in the generation, transmission, distribution, and sale of electric energy in Kansas.'

Under its trade name KPL, Western Resources provides electric service to central and |

northeastern Kansas. KGE provides electric service to the southeastern area of Kansas, i

Together, Western Resources and KGE provide retail electric service to approximately

614,000 customers in 462 Kansas communities subject to the regulatory jurisdiction of the

KCC. Also, subject to FERC's regulatory jurisdiction, Western Resources and KGE provide

wholesale electric sales and transmission services to municipal customers and electric

cooperatives located in Kansas and, through interchange agreements, to surrounding

integrated systems.

KCPL is a corporation organized and existing under the laws of Missouri, with its

principal office located in Kansas City, Missouri. As a public utility, KCPL provides retail

electric service to approximately 445,000 customers in Kansas and Missouri located in and

around the Kansas City metropolitan area subject to the regulatory jurisdiction of the KCC

| ) Western Resources also provides natural gas transmission and distribution services to approximately
1.4 million customers in Oklahoma and Kansas through its investment in ONEOK, Inc., and provides
security alarm monitoring services to over one million customers throughout the United States, through
its subsidiary Protection One, Inc. (84% owned by Western Resources). Also, Western Resources
develops international power projects through its subsidiary Wing Group LTD and invests in energy-
related and technology-oriented businesses through its subsidiary Westar Capital,Inc.

| 4
|
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'

and the MPSC. Also, subject to FERC's regulatory jurisdiction, KCPL provides wholesale
|

electric and transmission services to municipal customers and electric cooperatives located in

Kansas and Missouri and, through interchange agreements, to surrounding integrated systems.
1

| |
B. The Proposed Combination

The proposed combination of KPL, KGE, and KCPL into Westar Energy is set forth

in the " Amended and Restated Agreement and Plan of Merger" dated March 18,1998. A copy

of this agreement is included as an annex to the Joint Proxy Statement and Prospectus, which

is attached to this Application as Attachment I. This agreement has been app wed by the

Board of Directors of Western Resources, KCPL, KGE and Westar Energy. Its

consummation is conditioned upon receiving the necessary regulatory approvals.'

In the transaction, a new company will be established, Westar Energy, which will

combine the electric utility operating assets of Western Resources (including those of KGE)

with those of KCPL. Prior to the combination, Western Resources will transfer its electric

utility assets operated under its trade name KPL to KGE. Then both KCPL and KGE will

merge with Westar Energy, with Westar Energy being the surviving corporation and

succeeding to the ownership of KGE's and KCPL's assets and liabilities. Pursuant to the

merger agreement, KCPL shareholders will receive common shares of both Westar Energy

and Western Resources. The KGE shares held by Western Resources will be converted to

Westar Energy stock such that Western Resources will own 80.1% of the outstanding Westar

Energy common stock.'

4The shareholders of Western Resources and KCPL ham already approved the proposed combination.

5This percentage assumes that none of the KCPL shareholders will dissent from the proposed merger.
The KCPL shares held by dissenting shareholders will not be converted under the merger; rather such!

shareholders will receive cash. Should certain KCPL shareholders dissent from the proposed merger and
5
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Subsequent to the combination, Western Resources will be a holding company with its

; regulated electric utility operations held by Westar Energy and its unregulated enterprises held
I

in other wholly and partially owned subsidiaries. Westar Energy will be an electric utility

serving over one million retail customers in Kansas and Missouri, subject to the regulatory

; . jurisdiction of the KCC and the MPSC and will also provide w holesale electric and

transmission services subject to the regulatory jurisdiction of FERC. It will continue to use
'

the trade names KGE for its electric utility operations in southeastern Kansas, KPL in central

and northeastern Kansas, and KCPL in the Kansas City metropolitan area. .

By succeeding to the ownership of KGE's and KCPL's assets and liabilities, Westar.

| Energy will succeed to the ownership of KGE's and KCPL's ownership interest in Wolf

b Creek and WCNOC and to KGE's and KCPL's rights and obligations under the Wolf Creek

Operating License as well as those under the Ownership and Operating Agreements for the

plant. The combination will not affect the ownership rights of KEPCO in Wolf Creek or the
'

operating responsibilities of WCNOC, nor will it have any other effect on the design or
;

- operation of Wolf Creek. Westar Energy will simply step into the shoes of KGE and KCPL

as the owner of their respective 47% interests in Wolf Creek and succeed to the rights and
.

obligations of KGE and KCPL as owners and licensees of the facility.

: II. INFORMATION FOR LICENSE TRANSFER

The information required to be included in an application for the transfer of a license4

pursuant to 10 C.F.R. $ 50.80 is set forth below. This information demonstrates that the

requested consent is consistent with the applicable provisions of the Atomic Energy Act and
,

NRC regulations.,

,

receive cash, Western Resources' percentage of ownership of the outstanding Westar Energy common
stock will increase.

6
.
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f A. Name and Address of Successor Licensee:

Westar Energy, Inc.
818 South Kansas Avenue
Topeka, Kansas 66612
Attn: Richard D. Terrill

B. Description of Business of Successor Licensee

!

! Following the transaction, Westar Energy will be engaged principally in the

generation, transmission, distribution and sale of electricity in Kansas and Missouri to

residential, commercial and industrial customers for their own use and in Kansas, Missouri

1

and elsewhere to wholesale customers for resale. I

C. Organization and Management of Successor Licensee

Following the transaction, Westar Energy will be a corporation organized and existing

| under the laws of the State of Kansas. Its executive headquarters will be located in Kansas

City, Missouri; its customer services headquarters will be located in Wichita, Kansas; and its

| field operations headquarters will be located in Topeka, Kansas.

| |
After the transaction, the Board of Directors of Westar Energy will be comprised of six l

members designated by Western Resources and four members of the current Board of

Directors of KCPL. Three members of the current Board of Directors of KCPL will join the

| Board of Directors of Western Resources. All current members of the Board of Directors of

Western Resources, KGE, Westar Energy, and KCPL are citizens of the United States. The

executive officers of Westar Energy will be drawn from the current executive officers of

Western Resources, KGE and KCPL, all of whom are citizens of the United States.

Following the proposed transaction, Westar Energy will not be owned, controlled or

: dominated by an alien, a foreign corporation or a foreign government. Neither Western
|
t

!
,

7
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|
|

Resources, and its wholly owned subsidiary KGE, nor KCPL is acting as agent or

representative of any other person in filing this Application. |
! |

I

D. Technical Qualifications |

This Application solely requests the transfer of KGE's and KCPL's license to possess

their respective 47% undivided interests in Wolf Creek as set forth in 12.B.(2) of the |

Operating License. Following the transaction, WCNOC, the present licensee authorized to

operate Wolf Creek, will remain responsible for the plant's operation as established by

12.B.(1) of the Operating License. There will be no change to either the management

organization of WCNOC or the qualifications of its technical personnel responsible for

operating and maintaining Wolf Creek as a result of the requested license transfer. Therefore,

the technical qualifications of WCNOC to carry out its responsibilities under the Operating

License will remain unchanged and will not be adversely affected by the proposed merger of

KGE and KCPL into 'Westar Energy.

E. Financial Qualifications

Following the proposed transaction, Westar Energy will be a regulated electric utility

under the regulatory jurisdiction of the KCC, the MPSC, and the FERC, as are its

predecessors. Westar Energy will generate, transmit and distribute electricity and recover the

cost of this electricity through rates authorized by the KCC, the MPSC and the FERC.

Therefore, Westar Energy will be an " electric utility" as defined in 10 C.F.R. S 50.2.

Accordingly, its financial qualifications are presumed under 10 C.F.R. 5 50.33(f) and no

specific demonstration of financial qualifications is required.

8
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,

i F. Decommissioning Funding
i

NRC regulations require information showing " reasonable assurance . . . that funds

will be available to decommission the facility." 10 C.F.R. $ 50.33(k). Both KGE and KCPL

| are currently providing financial assurance for the decommissioning of their 47% respective
.

| ownership interests in Wolf Creek through external sinking trust funds in which each deposits
!
|

monies at least annually. These funds will be transferred in their entirety to Westar Energy as

part of the transaction. Further, Westar Energy will file a certificate of financial assurance

under 10 C.F.R. $ 50.75 certifying that sufficient funds will be available in accordance with

NRC regulations to decommission the 94% ownership share of Wolf Creek transferred to it as

part of the transaction.' This assurance will be provided through an external sinking fund

comprised of the current KGE and KCPL decommissioning trust fund monies and futu;e

payments to the trust fund by Westar Energy.
1

G. Antitrust Information

The NRC has previously conducted an extensive antitrust review with respect to the

Wolf Creek license which resulted in comprehensive antitrust conditions applicable to KGE

and KCPL being added to the license. See Appendix C to Operating License NPF42. ' This,

|

|

1

' Regulatory Guide 1.159, section 2.1.6.2, provides that "[i]f ownership or operating responsibility ofr

a facility is transferred, the existing financial assurance method is to be maintained until the new
owner has submitted a certificate of financial assurance." Upon consummation of the transaction,

i

| Westar Energy will file a new certificate of financial assurance reflecting its responsibility for providing

| financial assurance to decommission the 94% ownership share of Wolf Creek transferred to it as part
I of the transaction.

'As noted earlier, Appendix C of the current license sets forth different antitrust conditions for KGE
and KCPL. Except for KGE Conditions 2(a) and 6(a), the substantive conditions applicable to KGE

j solely concern KGE's commercial relationship with KEPCO (referred to in the conditions as KEC)
with respect to providing to KEPCO wholesale and other power, coordination services and related
electric power and energy, and transmission services in relation to KEPCO's participation in Wolf
Creek. KGE Condition 2(a) concerns providing entities within its service area an opportunity to
participate in Wolf Creek or other nuclear units that KGE may construct, own and operate during the
term of the Wolf Creek license and KGE Condition 6(a) requires KGE to sell power at its filed and

9
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|

|

Application does not seek any changes to these antitrust conditions and, therefore, as the

successor to KGE and KCPL's ownership interests in the Wolf Creek facility, these conditions

would become applicable to Westar Energy upon consummation of the license transfer.'

In its recently published " Standard Review Plan on Antitrust Reviews", NUREG 1574,

!

published December 1997, the NRC has indicated that "if there is a direct transfer of the |

license to a new entity or proposed licensee, a threshold antitrust review of the proposed
1

transferee will be conducted to determine whether the transfer would significantly change the i

competitive situation." I_d. at 3-1. In conducting this threshold review, the Staff will apply to

the extent applicable the "significant change" criteria established by the Commission in South
|

Carolina Electric & Gas Company (Virgil C. Summer Nuclear Station Unit 1), CLI-80-28,11

NRC 817 (1980) and CLI-81-14,13 NRC 862 (1981). I_d. A full antitrust review with referral

of the matter to the Department of Justice is required only if the Director of the Office of

| Nuclear Reactor Regulation makes findings of significant changes. If a finding of no
|

| significant changes is made, no further antitrust review is required. Id. at 3-4,3-5.

Here, the NRC does not need to conduct a full antitrust review with respect to this
|

license transfer application because no significant changes have occurred since its previous

antitrust review of the Wolf Creek license. Under the Commission's decisions in Summer,

! effective rates to any entity in its service area. The remaining substantive conditions applicable to
| KGE concern " participating entities" (see Conditions 3-5, C)- which are defined as any entity

" participating in the ownership of or power output from Wolf Creek Unit 1" and therefore solely
concern KEPCO which is the only participating entity other than KGE and KCPL - or expressly
concern KEPCO (see Conditions 2(b),6(b),7-9). In contrast, the substantive conditions applicable to

,

KCPL (see KCPL Conditions 2-6) are applicable to any entity within KCPL's service area.|

8Westar Energy will follow the more restrictive set of conditions for any given circumstances. Thus,
Westar Energy will continue to abide by the KGE conditions specifically applicable to KEPCO, noted

| above, and the more general KCPL conditions (and KGE Conditions 2(a) and 6(a) which are
! essentially duplicative of KCPL Conditions 4 and 6) that would be applicable to any " entity" (as
!

defined by the antitrust conditions) in Westar Energy's service area, including KEPCO to the extent
KEPCO were to seek the application of these provisions.

10
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three criteria are relevant to determining whether significant changes have occurred. These

(1) whether one or more changes have occurred since the date of the previous NRCare:

|

antitrust review, (2) whether changes are reasonably attributable to the licensee (s), and

(3) whether the changes "have antitrust implications that would be likely to warrant some

| Commission remedy." Summer, supra, CLI-81-14,13 NRC at 872 (emphasis in original).

| The Commission has held that application of the third criterion - whether the changes
|

"have antitrust implications that would be likely to warrant some Commission remedy"-
1

"should result in termination of NRC antitrust reviews where the changes are pro-competitive

or have de minimis anticompetitive effects." Summer, supra, CLI 81-14,13 NRC at 872

,
(emphasis in original). The Commission further explained that, under the third criterion,

1

1 " changes would be considered 'significant' only when the competitive structure, as changed,

would likely warrant and be susceptible to a greater than de minimis license modification."

Summer, supra, CLI-8114,13 NRC at 864 n 3. In other words, the NRC should undertake

an additional antitrust review only if "there is a genuine likelihood that the outcome of (the]

review, were it to occur, would be a greater than inconsequential alteration or adjustment in
,

furtherance of policies underlying the antitrust laws." Summer, supra, CLI-80-28,11 NRC at

835.

Applying this standard, it is clear that no additional antitrust review in connection

with the proposed license transfer is warranted. KGE and KCPL are already subject to

comprehensive antitrust conditions under the Wolf Creek license and additional conditions

are unlikely to further any policies underlying the antitrust laws. Indeed, in generally

analogous circumstances, the NRC concluded that no further antitrust review was warranted

in the context of reviewing a proposed merger between the Cleveland Electric Illuminating

| Company and the Toledo Edison Company because of the " extensive and pro-competitive"
|

11
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antitrust conditions applicable to both~ companies under the operating license for the Perry

and Davis Besse nuclear power plants. 59 Fed. Reg. 40,928,40,929 (August 10, 1994). Because

Westar Energy, as the successor licensee to KGE and KCPL, will be subject to similar

comprehensive antitrust conditions in the Wolf Creek Operating License,' there is no genuine

likelihood that an additional antitrust review would result in anything other than

inconsequential adjustments. Therefore, under the Summer criteria described above, the

NRC should conclude that no further antitrust review is required with respect to the merger

of KGE and KCPL into Westar Energy.

Further, to the extent the transaction has a competitive effect, it will be pro-

competitive. Both Western Resources and KCPL have open access tariffs on file with the

FERC which comply with FERC's Order 888 (which requires utilities to provide other

entities access to their transmission lines on terms comparable to their own use). Such open

access enhances the ability of alternative suppliers of wholesale power to supply power to

customers located within Western Resources' and KCPL's service areas. Westar Energy will

file a similar open access tariff with FERC which will allow access to the combined

transmission network of Western Resources and KCPL at a single transmission rate, which

would eliminate multiple, cumulative transmission charges that currently apply to

transmitting power over both Western Resources' and KCPL's transmission lines. Therefore,

9The Perry and Davis Besse antitrust conditions imposed broad conditions on the licensees of those
plants, including requirements to (1) interconnect and coordinate their utility operations (by sharing
reserves and providing maintenance power, emergency power, and economy energy) with other
entities within their service areas operating (or proposing to operate) electric generation and/or
distribution systems; (2) transmit or wheel power to such entities; (3) make available to such entities
access to nuclear generation; and (4) to sell wholesale power to requesting entities to meet all or part of
their requirements. See Operating License NPF-3, Davis Besse Nuclear Power Station, Unit No.1,
Amendment 22, December 12,1979; Operating License NPF-58, Perry Nuclear Power Plant, Unit
No.1, Appendix C, November 13,1986. The Wolf Creek license contains similarly broad antitrust
conditions. Sg Appendix C, Conditions 2(a),3,4 and 6(a) applicable to KGE and Conditions 2 6
applicable to KCPL.

12
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the transaction could reduce the cost of alternative power sources for other utilities located

|

| within the current service area of Western Resources and KCPL.

Moreover, the competitive effects of the transaction will be thoroughly reviewed by

other Federal and State agencies reviewing the transaction as well as state agencies. Indeed, it

would be difficult to identify a more exhaustively scrutinized issue: the potential effect of the

transaction on competition will be analyzed in great detail by the FERC, the KCC and the
|

MPSC. The Department of Justice and the Federal Trade Commission will also perform

separate reviews under the Hart-Scott-Rodino Antitrust Improvements Act.

Regulatory Guide 9.1, Regulatory Staff Position Statement on Antitrust Matters,

(1973) provides sensible guidance for a case such as this. It states, in relevant part:

In general, reliance will be placed on the exercise of the
Federal Power Commission [now the FERC] and State agency
jurisdiction regarding the specific terms and conditions of the
sale of power, rates for transmission services and such other
matters as may be within the scope of their jurisdiction.

This Application demonstrates the wisdom of such a policy. The NRC should decline |

to undertake a full blown, redundant and costly antitrust review unless clearly required under

its statutory mandate when so many other agencies, both Federal and state, are responsible for

reviewing the competitive aspects of the combination.

Indeed, in its Policy Statement of December 1996 regarding the evaluation of proposed

mergers," FERC announced that a merger's effect on competition is one of its foremost

concerns. The FERC stated, "[t]he electric industry's rapid restructuring,i ad the

Commission's regulatory response to it, have made the effect of mergers on competition, and

eOrder 592, Inquiry Concerning the Commission's Merger Policy Under the Federal Power Act:
Policy Statement, issued December 18,1996,77 FERC 161,263 (1996).

13



,

. _ _ _ . _ . _ . _ . . _ ._ _ ._ _ _ . . _ _ _ _ _ . . _ _ _ _ . _ _ _ . - _

1
1

1 >

| the way the Commission evaluates that effect, critically important."" In its Policy Statement,

FERC gave effect to this sharper focus by reducing the number of its original criteria from six |
|

to three, with competitive impact being one of the remaining criteria. |
~

Thus, the potential effect of the business combination of Western Resources and KCPL -

on competition will be extensively considered by FERC as well as by other Federal and State

agencies in their review of the combination. The NRC's antitrust role is far more limited |

than is FERC's for it does not possess plenary antitrust jurisdiction. See, e.g., Houston

Lighting & Power Company (South Texas Project, Units Nos.1 and 2), CLI-77-13,5 NRC

1303 (1977). Therefore, consistent with Regulatory Guide 9.1, the NRC should not duplicate

| the role of FERC and the other agencies of comprehensively evaluating the potential
|

| competitive effects of the combination. Rather the NRC should rely upon FERC's

consideration of competitive antitrust considerations to confirm that there are no significant

. antitrust changes arising from the transaction that would require NRC antitrust review.

; In conclusion, the proposed transaction of Western Resources and KCPL will not

result in a significant change in the competitive environment in which the Wolf Creek plant

operates so as to require modifying the already extensive and pro-competitive antitrust

conditions found in the Wolf Creek license. Therefore, no additional antitrust review by the

NRC is warranted in connection with its review of this Application.

H. Statement Of Purposes For The Transfer And The Nature Of The

Transaction Necessitating Or Making The License Transfer Desirable

The purpose of the transaction is to achieve benefits for Western Resource's and

KCPL's shareholders, customers and communities that would not be achievable if they were

to remain separate companies. The estimated savings related to the transaction are

| .

ul_d. at p.18.d g
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approximately $940 million over the first 10 years. The savings will come from the

! elimination of duplicative activities, improved operating efficiencies, lower capital costs, and
|

| the combination of the companies' work forces.

I. Restricted Data

| This Application does not contain any Restricted Data and it is not expected that any

will become involved. However, Westar Energy agrees that it will appropriately safeguard

such information if Restricted Data does become involved and that it will not permit any

individual to have access to Restricted Data until the Office of Personnel Management (the

successor to the Civil Service Commission) shall have made an investigation and report to the

NRC on the character, associations, and loyalty of such individual, and the NRC shall have

determined that permitting such person to have access to Restricted Data will not endanger

the common defense and security.

J. No Environmental Impact

The transaction does not involve any change to the nuclear plant operations or

equipment for the Wolf Creek facility and does not change any environmental impact

previously evaluated in the Final Environmental Impact Statement for Wolf Creek.

Accordingly, the license transfer requested in this Application involves no significant impact

on the environment and the NRC should issue and publish a finding of no significant

environmental impact pursuant to 10 C.F.R. $$ 51.21,51.32, and 51.35.

III. INFORMATION FOR LICENSE AMENDMENT

|

Pursuant to 10 C.F.R. $ 50.90, the NRC is requested to amend the Operating License,

for Wolf Creek to delete both KGE and KCPL as licensees and to add Westar Energy in their

15
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|
|
'

place as one of the licensees authorized to possess Wolf Creek. The purpose of the requested

| amendment is merely administrative, to reflect the transfer of KGE's and KCPL's possession.

only interests in the Wolf Creek Operating License to Westar Energy."

A. Requested Amendment Changes
|
|

The proposed amendment would substitute Westar Energy for KGE and KCPL as one |

|
of the licer sees authorized to possess Wolf Creek as well as the licensee to which the antitrust

i

conditions in Appendix C would apply. |

Attachment 11 to this Application includes a table summarizing the requested

amendment changes as well as a mark-up of the license showing the requested changes. |

B. No Significant Hazards Consideration Determination

The requested amendment substituting Westar Energy for KGE and KCPL as one of |

the licensees authorized to possess Wolf Creek is solely administrative and, as demonstrated

below and more fully in Attachment III,it involves no significant hazards consideration as

defined in 10 C.F.R. $ S0.92(c)."

The proposed amendment does not involve any change in the design or operation of

Wolf Creek, nor any modifications to the Technical Specifications or plant procedures. Thus,

the Limiting conditions for Operation, Limiting Safety System Settings and Safety Limits

specified in the Technical Specifications for Wolf Creek are not affected. Nor will the Quality

"In Long Island Lighting Company (Shoreham Nuclear Power Station, Unit 1), CLI-92-4,35 N.R.C.
69,77 n.6 (1992), the Commission noted that after a license transfer is finalized there remains a need
for administrative purposes to have the license changed to reflect the name of the new licensee.

"The Commission noted in Shoreham, supra, that a license amendment reflecting an effective license
transfer " presents no safety questions and clearly involves no significant hazards considerations." 35
N.R.C. at 77 n.6. Further, the Commission's new proposed rule for the " Streamlined Hearing
Process for NRC Approval of License Transfers" would make a generic finding that " amendments
which do no more than reflect an approved transfer . . . do not involve a 'significant hazards
consideration.'" 63 Fed. Reg. 48,644,48,646 (September 11, 1998).

16
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Assurance Plan, the Emergency Plan, Security Plan or the Operator Training and

Requalification Program be altered.

Thus, the proposed amendment involves no increase in the probability or

consequences of an accident previously evaluated. Nor does it create the possibility of a new
,
'

. or different kind of accident from any accident previously evaluated. Nor does it involve any

| reduction in a margin of safety. Accordingly, under the tests set forth in 10 C.F.R. 5 50.92(c),

the proposed amendment involves no significant hazards condition.

C. Environmental Assessment
!

|

Because the requested license amendment does not involve any change to the nuclear
|

|

| plant operations or equipment for the Wolf Creek facility and does not result in any change to
i
1

the environmental impacts previously evaluated in the Final Environmental Impact Statement

for the facility, the NRC should issue and publish a finding of no significant environmental

impact pursuant to 10 C.F.R. $$ 51.21,51.32, and 51.35.

t

IV. EFFECTIVE DATE

L As discussed above, the proposed transaction between Western Resources and KCPL
|

requires the approval of other regulatory authorities in addition to the NRC, including the

FERC, the KCC, and the MPSC. In addition, the proposed transaction is subject to potential

| review by the Department of Justice and the Federal Trade Commission under the Hart Scott-

Rodino Antitrust Improvement Acts of 1976 as amended. Western Resources and KCPL

intend for the transaction to occur as soon as reasonably possible after all the necessary

approvals have been obtained which are expected by March or April of 1999. Therefore, the

i NRC is requested to review this Application on a schedule that will permit it to act on and

approve the proposed license transfer as promptly as possible and in any event before March
1

17
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,

,

|

31,1999. The Applicants will keep the NRC Staffinformed of any changes in the estimated
'

;t

date for consummation.
.

1

CONCLUSION

E For the foregoing reasons, the NRC is requested to approve the transfer of KGE's and 1

KCPL's possession-only interests in the Operating License to Westar Energy and to amend

the Operating License to delete both KGE and KCPL and to add Westar Energy in their place

as one of the licensees authorized to possess Wolf Creek.

L

i

.

$
;

!
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STATE OF KANSAS )
)SS

COUNTY OF SHAWNEE)

Richard D. Terrill, of lawful age, being first duly sworn upon oath says that he
is Secretary and Treasurer of Kansas Gas and Electric Company; that he has read the |

foregoing application and knows the content thereof; that he has executed that same l

for and on behalf of said Corporation with full power anj tho* to do so; and that

' the facts therein stated are true add correct to the best ofhis edge, informationo
and belief. ,

. By ,

Richard D. Terrill
| Secretary and Treasurer

KANSAS GAS AND ELECTRIC o

COMPANY
,

i- |

SUBSCRIBED and sworn to before me this 83 day of ( N041,1998.

' $ )]N/ f
; Notary Public #

,,., n m .,,~ ,,-,.

Q1& { it??w - W 1 Y DYA ?I .

) pan! w3 f !
E h 3it Ax:t E.liEl$N.(A!,

.

f !
w=: :- -=~ ~ ~

Expiration Date /MV/4c[244/7,3d60

|

|

i

:
i

i

|

I i

~

.
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|
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STATE OF MISSOURI )
)SS

COUNTY OFJACKSON ) i

!

,

1

! Jeanie Sell Latz, of lawful age, being first duly sworn upon oath says that she is |

Senior Vice President - Corporate Services, Corporate Secretary and Chief Legal
Officer of Kansas City Power & Light Company; that she has read the foregoing i
application and knows the content thereof; that she has executed that same for and on )
behalf of said Corporation with full power and authority to do so; and that the facts
therein stated are true and correct to the best of her knowledge, information and |
belief.

|

By xa.MhAlhdW '

Jeanie SellI)atz / O'

Senior Vice President - Corporate Services,
Corporate Secretary and Chief Legal
Officer
KANSAS CITY POWER & LIGHT
COMPANY

SUBSCRIBED and sworn to before me this ck[hay of Ch7/JdC,1998.

k3|uud W h '

' Notary Public

.____________.

q STEPHAN E KAY MCCORKLE >
Notary Pubrc.Notcry Seal.. ,Expiration Datet s,a,. ct u;w

( Clay County >

My Commission Empires Jul28.2001 p
4

- .. - ----

|



- .- -. -.- - -. . . . - . . , . _ - . - , _ . - . . . . - - - . . _ . . - . . . . . . - ~ . . .

|

|^ |
L
c

I
,

l
l

STATE OF _ KANSAS ) - I

)SS
COUNTY OF SHAWNEE)

Richard D. Terrill, of lawful age, being first duly sworn upon oath says that he
is President of NKC, INC. (to be renamed Westar Energy Inc.); that he has read the

L foregoing application and knows the content thereof; that he has executed that same

for and on behalf of said Corporation with full power an authority to do so; and that|

fled e,informationthe facts therein stated are true and correct to the best f'
! ' and belief.
P
' !

|By
~

Richard D. erriIl ,

1

President '

NKC,INC. (to be renamed WESTAR
; ENERGY,INC.)
|

SUBSCRIBED and sworn to before me this 2M day of f b 2 M ,1998.|-
,

!-
1

. , h
Notary Public /

fff5@Yf5 EFTS?v:,n wru *
t .

;
G, ;!yAr;t b?}}d b b

Di

* ~***" n - g
,

Expiration Date YMiblA fE,M8b'

1

,.

V - , . . , . , , , , , - . - - , __ - ,- r - -,,
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1

L

STATE OF KANSAS )
)SS

COUNTY OF COFFEY )
| '

1

|
| Otto L. Maynard, of lawful age, being first duly sworn upon oath says that he '

is President and Chief Executive Officer of Wolf Creek Nuclear Operating
| Corporation; that he has read the foregoing application and knows the content
! thereof; that he has executed that same for and on behalf of said Corporation with

full power and authority to do so; and that the facts therein stated are true and correct
to the best of his knowledge,information and belief. |

By [ ,ft/Ftt t->

Otto %.'Mayndd /
' '

,

LINDA DELONG-OHMIE.
President and Chief Executive Officer
WOLF CREEK NUCLEAR !.

'

- Notary Public State of Kansas
u Apoi exogo Anu.iauco2 OPERATING CORPORATIONr

i

f/8 day of [Jefer6sA. ,1998.| SUBSCRIBED and sworn to before me this

lu -e
"

Notary Public 'O

Expiration Date J|32002
U

i
,

_1' - p e _ - _c.
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JOINT PROXY STATEMENT AND PROSPECTUS
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Kansas City
WestemResourcel Power & Light ~

JOLNT PROXY STATEMENT

WESTERN RESOURCES, INC.

and
4

WESTAR ENERGY, INC.'

. PROSPECTUS
4

This Joint Proxy Statement / Prospectus relates to, among other things, the proposed mergers and certain
related transactions contemplated by the Amended and Restated Agreement and Plan of hierger, dated as of
h1 arch 18,1998 (the "hierger Agreement"), by and among Western Resources, Inc., a Kansas corporation
(" Western Resources"), Kansas Gas and Electric Company, a Kansas corporation and a wholly owned
subsidiary of Western Resources ("KGE"), and NKC, Inc. (to be renamed Westar Energy, Inc.), a Kansas
corporation and a wholly owned subsidiary of Western Resources ("Westar Energy"), on the one hand, and
Kansas City Power & Light Company, a hiissouri corporation ("KCPL"), on the other hand. Pursuant to the
hierger Agreement, among other things (i) Western Resources will transfer to KGE (x) all of the assets and
related liabilities of its rate-regulated electric business, the KPL Division ("KPL") and (y) shares of common
stock of Western Resources, par value $5.00 per share (" Western Resources Common Stock" and the issuance
in connection with such contribution of Western Resources Common Stock by Western Resources, the " Western
Resources Share issuance"), as described below (the " Contributions") and (ii) KCPL will be merged with and
into Westar Energy and KGE will be merged with and into Westar Energy, in each case with Westar Energy as
the surviving corporation (the "KCPL hierger" and the "KGE hierger," respectively, and together, the
"hiergers"). As a result of the Contributions and the hiergers, Westar Energy will conduct the business of
KCPL, KGE and KPL and Western Resources will own, assuming there are no Dissenting Shares (as defined
below), 80.1% of the diluted outstanding shares of Westar Energy Common Stock (as defined below) and
Western Resources shareowners will own approximately 65% of the outstanding Western Resources Common
Stock and KCPL shareholders will own, assuming there are no Dissenting Shares,19.9% of the diluted
outstanding shares of Westar Energy Common Stock and approximately 35% of the outstanding Western
Resources Common Stock.

See '' RISK FACTORS" beginning on page 26 for a description of certain factors relating to Western
Resources, KCPL and Westar Energy that should be considered by shareowners of Western Resources
and KCPL in evaluating the transactions contemplated herein.

O
This Joint Proxy Statement / Prospectus also constitutes (i) the prospectus of Western Resources with respect

to up to approximately 44.7 million shares of Western Resources Common Stock to be issued and contributed to
KGE pursuant to the Stock Contribution (as defined below) and subsequently distributed upon consummation of

b the KGE hierger to the holders of Westar Energy Series A Common Stock, and (ii) the prospectus of Westar
Energy with respect to approximately 61.9 million shares of Westar Energy Series A Common Stock to be issued
upon consummation of the KCPL hierger to the holders of KCPL Common Stock.

These securities have not been rpproved or disapproved by the Securities and Exchange Commission
or any state securities commission nor has the Securities and Exchange Commission or any state securities
commission passed up<m the accuracy or adequacy of this Joint Proxy Statement / Prospectus. Any
representation to the contrary is a criminal offense.

The date of this Joint Proxy Statement / Prospectus is June 9,1998. This Joint Proxy Statement / Prospectus is
first being mailed to the shareowners of Westem Resources and KCPL on or about June 12,1998.
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rhe Mergers and the related transactions will be consununated on the tenns and subject to the conditions
set forth in the Merger Agreement. Pursuant to the Merger Agreement, the following transaettons (the

| " Transactions") will be effected:

(A) initially, Western Resources will transfer, or cause to be transferred to KGE,(i) all of the assets of
KPL (the "KPL Assets" and such contribution the " Asset Contribution") other than securities, the
corporate headquarters of Western Resources and those assets necessary for the operation of Western
Resources as a holding company after the Closing Date (as defined below) (the "Non KPL Assets") and
(ii) a number of shares of Western Resources Common Stock (the " Stock Contribution") equal to the
issuance Number (as defined below). Concurrently with the Asset Contribution, KGE will (i) assume and
agree to pay, perform and discharge when due all liabilities and obligations that arise out of, or relate to or A

are generated by, the KPL Assets or the operations of KPL, whether arising before or after the Asset
Contribution and whether known or unknow n, fixed or contingent, other than certain retained liabilities, and

(ii) assume an aggregate principal amount of debt of Western Resources so that aggregate total indebtedness a

for borrowed money (including preferred stock) of KGE equals SI,9 billion immediately prior to the KGE
Effectise Time (as defined below) (together, the " Assumed Liabilities"); provided, however, that the
Assumed Liabilities shall not include indebtedness for borrowed money of Western Resources if KGE
immediately prior to the KGE Effective Time (as defined below) already has indebtedness for borrowed
money (including preferred stock) of $1.9 bilhon, it being understood between the parties that in no case
will the indebtedness for tmrrowed money (including preferred stock) of KGE exceed $1.9 billion
immediately prior to the KGE Effective Time. The term " Issuance Number" means the product of (x) the
number of shares of common stock, without par value, of KCPL ("KCPL Common Stock") (other than
shares of KCPL Common Stock beneficially ow ned by Western Resources or KCPL, Dissenting Shares and
shares (or any portion thereoO of KCPL Common Stock in respect of which cash is to be paid in lieu of
fractional shares) outstanding immediately prior to the Stock Contribution multiplied by (y) the Conversion
Ratio (as defined below );

(B) immediately after the Contributions and pursuant to the KCPL Merger. KCPL will merge with
and into Westar Energy, with Westar Energy being the surviving corporation (the effective time of such
merger, the "KCPL Effective Time"), as a resuh of which each issued and outstanding share of KCPL
Common Stock (other than shares of KCPL Common Stock beneficially owned by KCPL either directly or

through a wholly owned subsidiary and shares of KCPL Common Stock (" Dissenting Shares") that are
owned by shareholders exercising appraisal rights in the KCPL Merger pursuant to Section 351 A55 of the
Missouri General and Business Corporation Law, as amended (the "MGBCL")), will represent one fully
paid and nonassessable share of Series A common stock, without par value, of Westar Energy ("Westar
Energy Series A Common Stock") representing in the aggregate, assuming there are no Dissenting Shares,
19.9% of the diluted outstanding shares of Westar Energy Common Stock after consummation of the
Transactions;

(C) immediately after consummation of the Contributions and the KCPL Merger, KGE will, pursuant
to the KGE Merger, merge with and into Westar Energy, with Westar Energy being the sursising
corporation (the " Surviving Corporation" and the effectise time of such merger, the "KGE Effective ,

Time") (the Asset Contribution and the KGE Merger constituting the transfer of substantially all of the
assets of Western Resources), as a result of which all of the issued and outstanding shares of common stock, j
without par value, of KGE ("KGE Common Stock") will be converted into and become such number of ,
shares of Series B common stock, without par value, of Westar Energy ("Westar Energy Series B Common
Stock" and, together with the Westar Energy Series A Common Stock, "Westar Energy Common Stock"),
representing, assuming there are no Dissenting Shares,80.1% of the diluted outstanding shares of Westar
Energy Common Stock after consummation of the Transactions. In addition to its interest in Westar Energy,
Western Resources will continue to hold, after the Transactions, its interest in ONEOK Inc, and Protection
One, Inc.;

(D) immediately after the KGE Effectise Time, Westar Energy will, in connection with the KGE
Merger, distribute to holders of Westar Energy Series A Common Stock, for each share of such stock that

(ii)
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Kansas City
WestemResourcer % Power & Light'

JOINT PROXY STATEN1ENT

WESTERN RESOURCES, INC.

and*
'

WESTAR ENERGY, INC.

. PROSPECTUS
e

i

This Joint Proxy Statement / Prospectus relates to, among other things, the proposed mergers and certain
related transactions contemplated by the Amended and Restated Agreement and Plan of hierger, dated as of ~~"

N1 arch 18,1998 (the "hierger Agreement"), by and among Western Resources, Inc., a Kansas corporation
(" Western Resources"), Kansas Gas and Electric Company, a Kansas corporation and a wholly owned
subsidiary of Western Resources ("KGE"), and NKC, Inc. (to be renamed Westar Energy, Inc.), a Kansas
corporation and a wholly owned subsidiary of Westem Resources ("Westar Energy"), on the one hand, and
Kansas City Power & Light Company, a hiissouri corporation ("KCPL"), on the other hand. Pursuant to the
hierger Agreement, among other things, (i) Western Resources will transfer to KGE (x) all of the assets and
related liabilities of its rate-regulated electric business, the KPL Division ("KPL") and (y) shares of common
stock of Western Resources, par value $5.00 per share (" Western Resources Common Stock" and the issuance
in connection with such contribution of Western Resources Common Stock by Westem Resources, the " Western
Resources Share Issuance"), as described below (the " Contributions") and (ii) KCPL will be merged with and
into Westar Energy and KGE will be merged with and into Westar Energy, in each case with Westar Energy as
the surviving corporation (the "KCPL hierger" and the "KGE hierger," respectively, and together, the
"hiergers"). As a result of the Contributions and the hiergers, Westar Energy will conduct the business of
KCPL, KGE and KPL and Western Resources will own, assuming there are no Dissenting Shares (as defined
below), 80.1% of the diluted outstanding shares of Westar Energy Common Stock (as defined below) and
Western Resources shareowners will own approximately 65% of the outstanding Western Resources Common
Stock and KCPL shareholders will.own, assuming there are no Dissenting Shares,19.9% of the diluted
outstanding shares of Westar Energy Common Stock and approximately 35% of the outstanding Western
Resources Common Stock.

See " RISK FACTORS" beginning on page 26 for a description of certain factors relating to Western
Resources, KCPL and Westar Energy that should be considered by shareowners of Western Resources
and KCPL in evaluating the transactions contemplated herein.

*
This Joint Proxy Staternent/ Prospectus also constitutes (i) the prospectus of Western Resources with respect

to up to approximately 44.7 million shares of Western Resources Common Stock to be issued and contributed to
- t -

KGE pursuant to the Stock Contribution (as defined below) and subsequently distributed upon consummation of
O the KGE hierger to the holders of Westar Energy Series A Common Stock, and (ii) the prospectus of Westar

Energy with respect to approximately 61.9 million shares of Westar Energy Series A Common Stock to be issued
upon consummation of the KCPL hierger to the holders of KCPL Common Stock.

These securities have not been approved or disapproved by the Securities and Exchange Commission
or any state securities commission nor has the Secnrities and Exchange Commission or any state securities
commission passed upon the accuracy or adequacy of this Joint Proxy Statement / Prospectus. Any
representation to the contrary is a criminal offense.

The date of this Joint Proxy Statement / Prospectus is June 9,1998. This Joint Proxy Statement / Prospectus is
first being mailed to the shareowners of Western Resources and KCPL on or about June 12,1998.

,

c
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The Ntergers and the related transactions will be consummated on the terms and subject to the conditions
set forth in the h!erger Agreement. Pursuant to the Nterger Agreement, the following transactions (the
" Transactions") vill be effected:

( A) initially, Western Resources will transfer, or cause to be transferred to KGE, (i) all of the assets of
KPL (the "KPL Assets" and such contribution the " Asset Contribution") other than securities, the
corporate headquarters of Western Resources and those assets necessary for the operation of Western
Resources as a holding company after the Closing Date (as defined below) (the "Non-KPL Assets") and
(ii) a number of shares of Western Resources Common Stock (the " Stock Contribution") equal to the
Issuance Number (as detined below). Concurrently with the Asset Contribution, KGE will (i) assume and
agree to pay, perform and discharge when due all liabilities and obligations that arise out of, or relate to or

8

are generated by, the KPL Assets or the operations of KPL, whether arising before or after the Asset
Contribution and whether known or unknow n, fixed or contingent, other than certain retained liabilities, and
(ii) assume an aggregate principal amount of debt of Western Resources so that aggregate total indebtedness a

for borrowed money (including preferred stock) of KGE equals $1.9 billion immediately prior to the KGE
Effective Time (as defined below) (together, the " Assumed Liabilities"); provided, however, that the
Assumed Liabilities shall not include indebtedness for borrowed money of Western Resources if KGE
immediately prior to the KGE Effective Time (as defined below) already has indebtedness for borrowed
money (including preferred stock) of $1.9 billion, it being understood between the parties that in no case
will the indebtedness for borrowed money (including preferred stock) of KGE exceed $1.9 billion
immediately prior to the KGE Effective Time. The term " Issuance Number" means the product of (x) the
number of shares of common stock, without par value, of KCPL ("KCPL Common Stock") (other than
shares of KCPL Common Stock beneficially owned by Western Resources or KCPL, Dissenting Shares and
shares (or any portion thereof) of KCPL Common Stock in respect of which cash is to be paid in lieu of
fractional shares) outstanding immediately prior to the Stock Contribution multiplied by (y) the Conversion
Ratio (as defined below);

(B) immediately after the Contributions and pursuant to the KCPL Nterger, KCPL will merge with
and into Westar Energy, with Westar Energy being the surviving corporation (the effective time of such
merger, the "KCPL Effectise Time"), as a result of which each issued and outstanding share of KCPL
Common Stock (other than shares of KCPL Common Stock beneficially owned by KCPL either directly or

through a wholly owned subsidiary and shares of KCPL Common Stock (" Dissenting Shares") that are
owned by shareholders exercising appraisal rights in the KCPL hierger pursuant to Section 351.455 of the
Ntissouri General and Business Corporation Law, as amended (the "NIGBCL")), will represent one fully
paid and nonassessable share of Series A common stock, without par value, of Westar Energy ("Westar
Energy Series A Common Stock") representing in the aggregate, assuming there are no Dissenting Shares,
19.9% of the diluted outstanding shares of Westar Energy Common Stock after consummation of the
Transactions;

(C) immediately after consummation of the Contributions and the KCPL hterger, KGE will, pursuant
to the KGE hierger, merge with and into Westar Energy, with Westar Energy being the surviving
corporation (the " Surviving Corporation" and the effective time of such merger, the "KGE Effective ,

Time") (the Asset Contribution and the KGE N!erger constituting the transfer of substantially all of the
assets of Western Resources), as a result of which all of the issued and outstanding shares of common stock, j
without par value, of KGE ("KGE Common Stock") will be converted into and become such number of ,
shares of Series B common stock, without par value, of Westar Energ : nergy Series B Common

Stock" and, together with the Westar Energy Series A Common Stoc, ,, u l.nergy Common Stock"),
representing, assuming there are no Dissenting Shares,80.1% of the diluted outstanding shares of Westar
Energy Common Stock after consummation of the Transactions. In addition to its interest in Westar Energy,
Western Resources will continue to hold, after the Transactions, its interest in ONEOK Inc. and Protection
One, Inc.;

| (D) immediately after the KGE Effective Time, Westar Energy will, in connection with the KGE
N!erger, distribute to holders of Westar Energy Series A Common Stock, for each share of such stock that

(ii)

1
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,

:bg owr, a number of the shares of Western Resources Common Stock equal to (a) the number of shares |

v Wer.ern Resources Common Stock contributed to KGE pursuant to the Stock Contribution (the " Western
- Resources Stock Distribution") multiplied by (b) a quotient, the numerator of which is 1 and the

denominator of which is the total number of shares of Westar Energy Series A Common Stock issued and
|

outstanding immediately after the KCPL Effective Time. In addition, immediately after the KGE Effective
Time, Westar Energy will distribute to Westem Resources all of the outstanding shares of capital stock of
KLT, Inc., a hiissouri corporation and wholly owned subsidiary of KCPL ("KLT"); and

(E) immediately after the Western Resources Stock Distribution, each share of Westar Energy Series
B Common Stock owned by Western Resources wil1 automatically represent one fully paid and
nonassessable share of Westar Energy Series A Common Stock (the " Series B Conversion").

See "THE TRANSACTIONS-Graphical Presentation " and "THE hlERGER AGREEhlENT-The
Transactions," "-The Contributions," "-Conversion of KCPL Common Stock," "-ne KCPL hierger,"

i -The KGE hierger" and "-Additional Transactions."

I

The term " Conversion Ratio" means the quotient (rounded to the nearest 1/100,000) determined by
dividing $23.50 by the Western Resources Index Price (as defined below); provided, however, that if the Western
Resources Index Price (i) is greater than $58.46, the Conversion Ratio shall be fixed at 0.449, provided that if*

0.449 multiplied by the Western Resources Index Price exceeds $30.00, the Conversion Ratio shall mean the
quotient (rounded to the nearest 1/100,000) obtained by dividing $30.00 by the Westem Resources Index Price,

| - (ii) is greater than $55.03 but less than or equal to $58.46, the Conversion Ratio shall mean the quotient (rounded
. 4_ to the nearest 1/100,000) obtained by dividing $26.25 by the Western Resources Index Price, (iii) is greater than

,

l

$52.41 but less than or equal to $55.03, the Conversion Ratio shall be fixed at 0.477,(iv) is greater than $50.00
but less than or equal to $52.41, the Conversion Ratio shall mean the quotient (rounded to the nearest 1/l00,000)
determined by dividing $25.00 by the Western Resources Index Price, (v) is greater than $47.00 but less than or
equal to $50.00, the Conversion Ratio shall be fixed at 0.500, (vi) is greater than $35.01 but less than or equal to i

$38.27, the Conversion Ratio shall be fixed at 0.614, (vii) is greater than $29.18 but less than or equal to $35.01, |
the Conversion Ratio shall mean the quotient (rounded to the nearest 1/100,000) obtained by dividing $21.50 by I

the Western Resovees Index Price or (viii) is less than or equal to $29.78, the Conversion Ratio shall be fixed at

f 0.722. The term " Western Resources Index Price" means the aggregate of the average of the high and low sales
' prices of Western Resources Common Stock (as reported on the New York Stock Exchange (the "NYSE") |

Composite Transactions reporting system as published in The Wall Street fournal or, if not published therein, in |
, another authoritative source) on each of the twenty consecutive NYSE trading days ending the tenth NYSE
| trading day immediately preceding the KGE Effective Time, divided by twenty. Because the KGE Effective Time

will occur at a future date, the value of the Western Resources Common Stock to be contributed to KGE in the

Stock Contribution and subsequently distributed to holders of KCPL Common Stock may be significantly higher
or lower than the value of the Western Resources Common Stock that would be issued if the Western Resources

: Index Price were equal to the closing price per share of Western Resources Common Stock of $38.6875 on June

| 8,1998. See "SUhthlARY-Conversion of KCFi Common Stock." KCPL shareholders may call (800) 621-
0518 at any time on or after the date hereof for the exact number of shares to be issued to them in the

'*7 Transactions based on the reost recent Western Resources Index Price. No certificates or scrip representing
~

fractional shares of Western Resources Common Stock will be contributed to KGE in the Stock Contribution.
See "THE hlERGER AGREEhtENT-The Contributions" and "-Conversion of KCPL Common Stock."

Based on the closing price of Wcstem Resources Common Stock on June 8,1998, the latest practicable
date prior to the date of this Joint Proxy Statement / Prospectus (and assuming that the Western Resources Index
Price is equal to that closing price and that there are no Dissenting Holders (as defined below)),0.60743 shares
of Western Resources Common Stock would be contributed to Westar Energy for each outstanding share of
KCPL Common Stock. At that Conversion Ratio, former KCPL shareholders would receive an aggregate of
37,583,465 shares of Western Resources Common Stock, representing approximately 35% of the outstanding
Western Resources Common Stock. Western Resources shareowners would,in the aggregate, hold approximately
65% of the outstanding Western Resources Common Stock.

(iii)

i
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|

KCPL has agreed under the Merger Agreement to call for redemption, before the KCPL Effective Time, all
of its outstanding shares of preferred stock at the applicable redemption prices, together with all dividends'

;

accrued and unpaid through the applicable redemption dates.

Western Resources has agreed under the Merger Agreement to call for redemption before the KGE Effective
Time all of its outstanding shares of Western Resources Preferred Stock (as defined below) at the applicable
redemption prices, together with all dividends accrued and unpaid through the applicable redemption dates.

}j
Holders (.f shares of KCPL Common Stock who properly demand and perfect their appraisal rights

(" Dissenting Holders") will not have their shares of KCPL Common Stock converted into shares of Westar ',
Energy Comrron Stock in the KCPL Merger and after the KCPL Effective Time such shares of KCPL Common
Stock will represent only the right tc receive such consideration as is determined to be due such Dissenting
Holders pursuant to the MGBCL. KCPL Common Stock outstanding immediately prior to the KCPL Effective *
Time and held by a shareholder who withdraws his demand for appraisal rights or fails to perfect such rights

| will be deemed to be converted at the KCPL Effective Time into the right to receive shares of Westar Energy
Common Stock, without interest. Holders of Western Resources Common Stock and Western Resources
Preferred Stock will not have dissenters * rights under the Kansas General Corporation Code (the "KGCC") with

respect to the Transactions. See "THE TRANSACTIONS-Dissenters' Rights.",

There is currently no public trading market for the shares of Westar Energy Common Stock; however, it is
expected that a "when-issued" trading market will develop for the Westar Energy Common Stock prior to the;

KGE Merger. Westar Energy will apply for listing of the Westar Energy Common Stock on the NYSE. See3y

4'f- " RISK FACTORS-Uncertainty Regarding Trading Prices of Westar Energy Common Stock Following the
Transactions."

This Joint Proxy Statement / Prospectus is being fumished to the holders of Western Resources Common
Stock in connection with the solicitation of proxies by the board of directors of Western Resources (the " Western

|
Resources Board") for use at a special meeting of Western Resources shareowners (the " Western Resources
Meeting") to be held at the Bradbury Thompson Center,1700 SW Jewell on the Washburn University Campus,
Topeka, Kansas on July 30, 1998, commencing at 10:00 a.m., local time, and at any adjoumment or,

; postponement thereof. At the Western Resources Meeting, in addition to voting upon a proposal to approve and
adopt the Merger Agreement and the transactions contemplated thereby, including the Contributions, the Western
Resource- Share issuance and the transfer of substantially all of the assets of Western Resources to Westar

j Energy, holders of Western Resources Common Stock will also consider and vote upon a proposal with respect
to an amendment of Westem Resources' Restated Articles of Incorporation (the " Western Resources Articles")
to increase, immediately prior to the Western Resources Share Issuance, the authorized number of shares of

,

Western Resources Common Stock.

This Joint Proxy Statement / Prospectus is being furnished to the holders of shares of KCPL Common Stock

| in connection with the solicitation of proxies by the board of directors of KCPL (the "KCPL Board") for use at
a special meeting of KCPL shareholders (the "KCPL Meeting") to be held at the Gem Theater,1615 E.18th ,

, 2, Street, Kansas City, Missouri on July 30,1998, commencing at 10:00 a.m., local time, and at any adjournment
, , ,

or postponement thereof. At the KCPL Meeting, holders of KCPL Common Stock will consider and vote upon a j-

proposal to approve and adopt the Merger Agreement, the KCPL Merger and the transactions contemplated
thereby. / "

All information contained herein with respect to KCPL has been furnished by KCPL and all information
herein with respect to Westem Resources, KGE and Westar Energy has been furnished by Westem Resources.

Nr> person is authorized to give any information or to make any representation other than those contained
or incorporated by reference in this Joint Proxy Statement / Prospectus, and, if given or made, such information or
representation should not be relied upon as having been authorized. This Joint Proxy Statement / Prospectus does
not constitute an offer to sell, or a solicitation of an offer to purchase, the securities offered by this Joint Proxy

(iv)
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Statement / Prospectus, or the solicitation of a proxy, in any jurisdiction, to or from any person to whom or from,

whom it is unlawful to make such offer, solicitation of an offer or proxy solicitation in such jurisdiction. Neither,,"
the delivery of this Joint Proxy Statement / Prospectus not any distribution of securities pursuant to this Joint
Proxy Statement / Prospectus shall, under any circumstances, create an implication that there has been no change
in the affairs of KCPL, Westar Energy, Western Resources or KGE or in the information set forth herein since
the date of this Joint Proxy Statement / Prospectus.

This Joint Proxy Statement / Prospectus does not cover any resale of the securities to be received by
shareowners of KCPL, Westar Energy and Western Resources upon consummation of the Transactions and no
person is authorized to make any use of this Joint Proxy Statement / Prospectus in connection with any such resale.

}
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CAUTIONARY STATE 51ENT REGARDING FORWARD LOOKING STATE 51ENTS
This Joint Proxy Statement / Prospectus contains certain forward.looking statements and analyses

.g within the meaning of Section 27A of the Securities Act of 1933, as amended (the " Securities Act"), and'

Section 21E of the Securities Exchange Act of 1934, as amended (the " Exchange Act"), Forward looking

statements are statements other than historical information or statements of current condition. Some
forward looking statements may be identified by use of terms such as " believes," " anticipates,"
" intends," " estimates" or " expects." These forward looking statements relate to the plans and objectives
of Western Resources and Westar Energy for future operations. In light of the risks and uncertainties

;

inherent in all future projections, the inclusion of forward looking statements in this joint Proxy
Statement / Prospectus should not be considered a representation by Western Resources or Westar Energy a
or any other person that the objectives or plans of Western Resources or Westar Energy will be achieved.
Numerous factors could cause Western Resources' or Westar Energy's actual results to differ materially*

from those in the forward-looking statements, including the following: (1) the occurrence of catastrophic ,

events with a frequency or severity exceeding Western Resources' or Westar Energy's estimates: (ii) an'

i
unforeseeable material decrease in the level of demand for electric services; (iii) loss of services of any one8

of Western Resources' or Westar Energy's executive officers; (iv) the passage of federal or state regulation
curtailing the permissible activities of electric providers; (v) future economic conditions; (vi) developments
in the legislative, regulatory and competitive environments in which Western Resources and Westar'

Energy operate; (vii) the success of diversification efforts; or (viii) other circumstances affecting
anticipated operations, revenues and costs, including investments in natural gas and security businesses.

,

I The foregoing review of factors should not be construed as exhaustive, Western Resources and Westar
Energy undertake no obligation to release publicly the results of any future revisions they may make to\.(,

i forward looking statements to reflect events or circumstances after the date hereof or to reflect the ;

occurrence of unanticipated events. Further information on other factors which could affect the financial
results of Western Resources or Westar Energy after the Transactions is included in Securities and
Exchange Commission ("SEC") filings incorporated by reference herein.

AVAILABLE INFORMATION
| Westem Resources, KGE and KCPL are subject to the informational requirements of the Exchange Act,

,

and in accordance therewith file reports, proxy statements and other information with the SEC. Reports, proxy
, statements and other information filed by Western Resources, KGE and KCPL with the SEC may be inspected

and copied at the public reference facilities maintained by the SEC at Judiciary Plaza,450 Fifth Street, N.W.,'

Room 1024, Washington, D.C. 20549 and at the public reference facilities in the SEC's Regional Offices at
Seven World Trade Center,13th Floor, New York, New York l0048 and Citicorp Center,500 West Madison

l Street, Suite 1400, Chicago, Illinois 60661. Copies of infe mation may be obtained from the Public Reference
Room of the SEC at 450 Fifth Street, N.W., Washington. D.C. 20549 at prescribed rates. Because Western

,

Resources, KGE and KCPL each files certain documents electronically with the SEC, reports, proxy and
information statements and other infonnation regarding Westem Resources, KGE and KCPL may also be
obtained at prescribed rates from the SEC at the SEC's Web site, http/hwww.sec. gov. The Westem Resources

j Common Stock and the KCPL Common Stock are listed and traded on the NYSE and the KCPL Common Stock
is also listed on the Chicago Stock Exchange (the "CSE"). Reports, proxy statements and other information

|y filed by Western Resources and KCPL with the SEC may be inspected at the offices of the NYSE,20 Broad .'

i

-( Street, New York, New York 10005 and, concerning KCPL only, at the offices of the CSE,440 South LaSalle
4Street, Chicago, Illinois 60605.

Western Resources and Westar Energy have filed a registration statement on Form S4 (together with all a

amendments, schedules and exhibits thereto, the " Registration Statement") with the SEC pursuant to the
Securities Act, with respect to the shares of Western Resources Common Stock and Westar Energy Common
Stock to be issued in the Transactions. This Joint Proxy Statement / Prospectus does not contain all the information
set forth in the Registration Statement, certain parts of which have been omitted in accordance with the rules and
regulations of the SEC. The Registration Statement is available for inspection and copying at the SEC's principal
office in Washington, D.C. Statements contained in this Joint Proxy Statement / Prospectus as to the contents of |,

} any contract or other document referred to herein or therein are not necessarily complete, and, in each instance,
reference is made to the copy of such contract or other document filed as an exhibit to the Registration Statement
or such other document, each such statement being qualified in all respects by such reference.

(vi)
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INCORPORATION OF CERTAIN DOCUh!ENTS BY REFERENCE

1
This Joint Proxy Statement / Prospectus incorporates documents by reference which are not presented;

| herein or delivered herewith. Copies of those documents (excluding exhibits unless specifically
Incorporated by reference therein) are available, without charge, upon written or oral request from, in!

'

I the case of documents relating to Western Resources and KGE, hlr. Richard D. Terrill, Corporate |

Secretary and Associate General Counsel, Western Resources, Inc.,818 South Kansas Avenue, Topeka,
| Kansas 666121203,(785) 575 6322, and in the caae of documents relating to KCPL, his. Jeanie Sell Latz,

Senior Vice President-Corporate Services, Corporate Secretary and Chief Legal Officer, Kansas City
Power & Light Company,1201 Walnut, Kansas City, blissouri 64106 2124, (816) 556-2200. In order to !
ensure timely delivery of Western Resources and KCPL documents, all requests for such documents

I should be made by July 23,1998.

I
-

The following documents, previously filed with the SEC by Western Resources (SEC File No.1-3523), |

KGE (SEC File No.17324) and KCPL (SEC File No.1-707) pursuant to the Exchange Act, are hereby
incorporated by reference:

|*
1. Westem Resources' Annual Report on Form 10-K/A for the year ended December 31,1997.

2. KCPL's Annual Report on Form 10-K for the year ended December 31,1997.
'

.
3. KGE*s Annual Report on Form 10-K for the year ended December 31,1997. )

n. ,-( )
'

F 4. Western Resources * Current Reports on Form 8-K filed January 5,1998, February 13,1998 and I

hlarch 23,1998. |

S. KCPL's Current Report on Form 8-K filed January 6.1998 and Starch 23,1998,
t

i 6. Western Resources' Annual Proxy Statement for the 1998 Annual hiceting of Shareowners held on
I hlay 11,1998.

7. KCPL's Annual Proxy Statement for the 1998 Annual hiceting of Shareholders held on hlay 22,,
4 1998.
>

8. Westem Resources' Quarterly Report on Form 10-Q for the quarter ended Ntarch 31,1998,
t

9. KCPL's Quarterly Report on Form 10-Q for the quarter ended blarch 31,1998..

I
10. KGE's Quarterly Report on Form 10-Q for the quarter ended blarch 31,1998.

.

The information relating to Western Resources, KGE, Westar Energy and KCPL contained in this Joint
Proxy Statement / Prospectus does not purport to be comprehensive and should be read together with the

j information in the documents incorporated by reference herein.

[I[ All documents filed by Western Resources, KGE and KCPL pursuant to Section 13(a),13(c),14 or 15(d) of
J' the Exchange Act after the date hereof and prior to the date of the Western Resources hieeting, and any

adjournment or postponement thereof, or the KCPL hieeting, and any adjournment or postponement thereof,
respectively, shall be deemed to be incorporated by reference herein and to be a part hereof from the date of
filing of such documents.

Any statement contained in a document incorporated or deemed to be incorporated by reference herein shall
be deemed to be modified or superseded for purposes of this Joint Proxy Statement / Prospectus to the extent that
a statement contained herein or in any other subsequently filed document which also is or is deemed to be

! | incorporated by reference herein modifies or supersedes such statement. Any such statement so modified or
I superseded shall not be deemed, except as so modified or superseded, to constitute a part of this Joint Proxy

Statement / Prospectus.

(vii)
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SUMMARY
u-

The following is a summary of certain important terms and conditions of the Transactions and related
information. This summary does not purport to be complete and is qualified in its entirety by reference to the
more detailed information appearing in this Joint Proxy Statement / Prospectus, the annexes and the documents |

incorporated herein by reference. Certain statements in this Joint Proxy Statement / Prospectus constitute |
" forward.looking" statements under the Secarities Act and the Exchange Act. As used herein, the terms

|
" Western Resources" and "KCPL" refer to such entity and, unisss the context otherwise requires, its
subsidiaries. Shareowners are urged to read this Joint Proxy Statement / Prospectus and the annexes hereto in
their entirety.

Western Resources
i

Western Resources' primary business activities are providing electric generation, transmission and
distribution services to approximately 614,000 customers in Kansas; providing security alarm monitoring
services to over one million customers located throughout the United States, providing natural gas transmission
and distribution services to approximately 1.4 million customers in Oklahoma and Kansas through its investmenti

in ONEOK Inc. ("ONEOK") and investing in international power projects. Rate regulated electric service is
provided by KPL and KGE. Security services are primarily provided by Protection One, Inc. (" Protection One"),

l a publicly traded, approximately 82%-owned subsidiary of Western Resources. KGE owns 47% of Wolf Creek

y.4 Nuclear Operating Corporation ("WCNOC"), the operating company for Wolf Creek Generating Station (" Wolf
Creek"). Other Western Resources suasidiaries include Westar Capital, Inc., a private investment company
wholly owned by Western Resources, with investments in energy-related and technology-oriented businesses l

("Westar Capital"), The Wing Group Ltd., an unregulated subsidiary which develops international power
projects.

Following the Transactions, Westem Resources will be a holding company with its regulated electric utility
operations (KPL, KGE and KCPL) held in a publicly traded approximately 80.1%-owned subsidiary, Westar,

! Energy, and its unregulated operations held in other wholly and partially owned subsidiaries. See "-Operations
I of Westar Energy Following the Transactions" below and " BUSINESS OF WESTAR ENERGY FOLLOWING

THE TRANSACTIONS."
!

| Western Resources was incorporated under the laws of the State of Kansas in 1924. Western Resources'
corporate headquarters is located at 818 South Kansas Avenue Topeka, Kansas 66612-1203 and its telephone
number is (785) 575-6300. See " SELECTED INFORMATION CONCERNING WESTERN RESOURCES-

AND KCPL-Business of Western Resources."

KCPL

KCPL is a low-cost electric power producer providing energy-related products and services to customers in.7
its service territory and worldwide. Headquartered in Kansas City, Missouri, KCPL serves the electric power. 4

needs of over 445.000 customers in and around the metropolitan Kansas City area. Included in a diverse customer
'

base are about 391,000 residences,51,000 commercial firms and 3,000 industrial firms, municipalities and other
electric utilities. Low fuel costs and superior plant performance enable KCPL to serve its customers well while
maintaining a leadership position in the bulk power market. KLT, a wholly owned unregulated subsidiary of
KCPL, pursues opportunities in primarily energy related ventures. KCPL's commitment to KLT and its holdings
reflect KCPL's plans to enhance shareholder value by capturing growth opportunities in energy-related markets
outside KCPL's regulated core utility business. KCPL owns a 47% interest in WCNOC and a 50% interest in
the LaCygne generating station. The principal executive offices of KCPL are located at 1201 Walnut, Kansas
City, Missouri 64106-2124 and KCPL's telephone number is (816) 556-2200. See " SELECTED
INFORMATION CONCERNING WESTERN RESOURCES AND KCPL-Business of KCPL."

l
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Westar Energy
Westar Energy was initially formed as a wholly owned subsidiary of Western Resources solely for the/

purpose of effecting the Transactions. Prior to the KCPL Effective Time, Westar Energy will not engage in any
activity other than activities related to the Transactions. Following the Transactions, Westar Energy will be the
new regulated electric utility operating entity of Westem Resources, combining the operating assets of KGE,
KPL and KCPL. Westar Energy will continue to use the trade names KGE for its electric utility operations in
southeastem Kansas, including the Wichita metropolitan area, KPL in central and northeastern Kansas and KCPL
in the Kansas City metropolitan area. Westar Energy will operate in the States of Kansas and Missouri, with *

more than one million customers and more than 8,000 megawatts of electric generation resources. Westar Energy

will continue its existence under the laws of Kansas. See "THE TRANSACTIONS-Plans for Western
Resources and Westar Energy Following the Transactions" and " BUSINESS OF WESTAR ENERGY

e
FOLLOWING THE TRANSACTIONS."

I
Risk Factors

Shareowners of KCPL and Western Resources should consider the factors discussed under " RISK
FACTORS" in evaluating the proposed Transactions.

.

The Western Resources Meeting
At the Westem Resources Meeting, holders of Western Resources Common Stock will be askedPurpose.

to consider and vote upon: (i) a proposal to approve and adopt the Merger Agreement and the transactionsI

y.j contemplated thereby including, among others, the Western Resources Share issuance, the Contributions and the
transfer of substantially all of the assets of Western Resources to Westar Energy as a result of the Asset
Contribution and the KGE Merger;(ii) a proposal to approve an amendment to the Western Resources Articles
to increase, immediately prior to the Western Resources Share issuance, the number of authorized shares of
Western Resources Common Stock from 85,000,000 shares to 300,000,000 shares (the " Articles Amendment");
and (iii) such other matters, if any, as may properly come before the Western Resources Meeting or any
adjournment or postponement thereof. The consummation of the Transactions is conditioned upon approval of
proposals (i) and (ii) above.,

I The Western Resources Board, by a unanimous vote, has approved the Merger Agreement and the
| transactions contemplated thereby including, among others, the Western Resources Share issuance, the

Contributions, and the transfer of substantially all of the assets of Western Resources to Westar Energy,

and the Articles Amendment and recommends that Western Resources shareowners vote "FOR" the
'! approval and adoption of the Merger Agreement and the transactions contemplated thereby, including

the Western Resources Share Issuance, the Contributions, and the transfer of substantially all of the assets
,

of Western Resources to Westar Energy, and the Articles Amendment.

Date. Place and Time; Record Date. The Western Resources Meeting is scheduled to be held at the
Bradbury Thompson Center,1700 SW Jewell on the Washnurn University Campus. Topeka, Kansas, at 10:00

j
a.m., local time, on July 30,1918. Holders of record of shares of Western Resources Common Stock at the close'

|
y of business on June 11,1998 (the " Western Resources Record Date") will be entitled to notice of and to vote at

=

-( the Western Resources Meeting. At the close of business on the Western Resources Record Date,6$,562,074 |
shares of Western Resources Common Stock were issued and outstanding and entitled to vote. The Western |

Resources Meeting may be adjourned or postponed to another date and/or place for any proper purpose ,

(including, without limitation, for 'he purpose of soliciting additional proxies). |

Voting Rights; Quorum; Required Vote. Each outstanding share of Western Resources Common Stock is'

entitled to one vote upon each matter presented at the Western Resources Meeting. A majority of the voting
power of the shares issued and outstanding and entitled to vote, present in person or by proxy, shall constitute a
quorum for the transaction of business at the Western Resources Meeting.

As provided under the KGCC, the Western Resources Articles, the bylaws of Western Resources (the
" Western Resources Bylaws") and the rules of the NYSE, as applicable, approval and adoption of the Merger

i

2
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p Agreement and the transactions contemplated thereby, including the Westem Resources Share issuance, the
Contributions, and the transfer of substantially all of the assets of Westem Resources to Westar Energy, and the
Articles Amendment requires the affirmative vote of a majority of the outstanding shares of Western Resources
Common Stock. Abstentions and broker non votes will have the same effect as votes cast against approval and
adoption of the hierger Agreement and the transactions contemplated thereby, including the Westem Resources

;

! Share Issuance, the Contributions, and the transfer of substantially all of the assets of Western Resources to
Westar Energy, and the Articles Amendment.

Westem Resources in its capacity as sole shareowner of KGE and Westar Energy has approved the
Contributions, the KGE hierger and the KCPL hierger. However, the KGE hierger will not be consummated
unless the shareowners of Western Resources approve all of the items listed above. Accordingly, a vote in favor
of such items will in effect be a vote in favor of the KGE hierger and the transfer of substantially all of the

| | assets of Western Resources to Westar Energy.

| As of the Western Resources Record Date, the directors and executive officers of Westem Resources,

| together with their affiliates as a group, beneficially own less than 1% of the issued and outstanding shares of i

Western Resources Common Stock entitled to vote at the Western Resources hiceting.,

Western Resources has agreed under the hierger Agreement to call for redemption before the KGE Effective
Time all of its outstanding shares of 5% Series Preferred Stock, par value $100 per share,4h% Series Preferred

I Stock, par value $100 per share, and 4%% Series Preferred Stock, par value $100 per share (collectively, the

$d " Western Resources Preferred Stock"), at the applicable redemption prices, together with all dividends accrued
and unpaid through the applicable redemption dates. Accordingly, the Westem Resources Preferred Stock shalli

not be entitled to vote upon any matter to be considered at the Western Resources hieeting.

See "htEETINGS, VOTING AND PROXIES-The Westem Resources h!eeting."

Recent Development

At the 1998 Western Resources Annual hieeting held on hiay 11,1998, Western Resources announced that J
j John E. Hayes, Jr. would retire from his position as Chief Executive Officer on July 1,1998 and David C. Wittig
j would become the new Chief Executive Officer.

The KCPL hieeting j

j Purpose. At the KCPL hiceting, the holders of KCPL Common Stock will be asked to consider and vote ]
upon (i) a proposal to approve and adopt the hierger Agreement, the KCPL hierger and the transactions )
contemplated thereby; and (ii) such other matters, if any, as may properly come before the KCPL hieeting or,

any adjournment or postponement thereof. The consummation of the KCPL hierger is conditioned upon approval
of proposal (i) above.

| The KCPL Board has unanimously approved the Sterger Agreement, the KCPL hierger and the j

transactions contemplated thereby, has authorized the execution and delivery of the hierger Agreement, |

'}f and recommends that KCPL shareholders vote "FOR" approval and adoption of the hierger Agreement, '

- | the KCPL hierger and the transactions contemplated thereby.

Date. Place and Time; Record Date. The KCPL hiceting is scheduled to be held at the Gem Theater,1615
E.18th Street, Kansas City, hiissouri, at 10:00 a.m., local time, on July 30,1998. Holders of record of shares of
KCPL Common Stock at the close of business on June 11,1998 (the "KCPL Record Date") will be entitled to
notice of and to vote at the KCPL hieeting. At the close of business on the KCPL Record Date, 61,872,915
shares of KCPL Common Stock were issued and outstanding and entitled to vote. The KCPL hiceting may be
adjoumed or postponed to another date and/or place fot any proper purpose (including, without limitation, for
the purpose of soliciting additional proxier).

Voting Rights; Quorumt Required Vote. Each outstanding share of KCPL Common Stock is entitled to
one vote upon each matter presented at the KCPL hiceting. A majority of the voting power of the shares issued,

.
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outstanding and entitled to vote, present in person or by proxy, shall constitute a quorum for the transaction of
, ' , ' business at the KCPL Meeting.

As provided under the MGBCL, the Restated Articles of Consolidation of KCPL (the "KCPL Articles"),
the bylaws of KCPL (the "KCPL Bylaws") and the rules of the NYSE, as applicable, the affirmative vote of the
holders of two-thirds of the outstanding shares of KCPL Commca Stock entitled to vote is required to approve

and adopt the Merger Agreement, the KCPL Merger and the transactions contemplated thereby.

Since a two thirds supermajority vote of all outstanding shares of KCPL Common Stock entitled to *

vote is required to approve and adopt the Merger Agreement, the KCPL Merger and the transactions
contemplated thereby, your vote is important. Under Missouri law, the failure to vote, abstentions and
broker non votes will have the same effect as votes cast against approval and adoption of the Merger

*

Agreement, the KCPL Merger and the transactions contemplated thereby.
I As of the KCPL Record Date, the directors and executive officers of KCPL, together with their affiliates as

a group, beneficially own less than 1% of the issued and outstanding shares of KCPL Common Stock entitled to
vote at the KCPL Meeting. As of the KCPL Record Date, Westem Resources did not beneficially own any shares

of KCPL Common Stock.-

KCPL has agreed under the Merger Agreement to call for redemption before the KCPL Effective Time all
of its outstanding shares of preferred stock at the applicable redemption prices therefor, together with all
dividends accrued and unpaid through the applicable redemption dates. Accordingly, the shares of prefured stock

,
- 4p of KCPL shall not be entitled to vote upon any matter at the KCPL Meeting.,

See " MEETINGS, VOTING AND PROXIES-The KCPL Meeting."

Graphical Presentation
For a graphical presentation of the Transactions, see "THE TRANSACrlONS-Graphical Piesentation."

' Background of the Transactions

| For a description of the background of the Transactions, see "THE TRANSACTIONS-Background of the
4

i Transactions."

Reasons for the Tran3 actions

j Western Resources and KCPL believe that the Transactions offer significant strategie and financial benefits

to each company and to their respective shareowners, as well as to their employees and customers and thei

communities which they serve. These benefits include, among others: significant potential synergies and cost-

savings as a result of the Transactions; a share price premium for KCPL shareholders; increased opportunities
for expansioa into unregulated product markets and diverse geographic markets; greater financial strength for
the combined entities and concentration of Westem Resources electric utility operations into a single entity

j focusing solely on that line of business. See "THE TRANSACTIONS-Reasons for the Transactions;
Recommendations of the Boards of Directors." For information regarding estimates of synergies and cost .

_ vi

- ( savings that may result from the Transactions, see "THE TRANSACTIONS-Operational and Structural
Benefits" and "-Components of Anticipated Cost Savings "

1

Recommendations of the Boards of Directors
KCPL The KCPL Board has unanimously approved the Merger Agreement, the KCPL Merger and the

;
transactions contemplated thereby, has authorized the execution and delivery of the Merger Agreement, and
recommends that KCPL shareholders vote "FOR" approval and adoption of the Merger Agreement, the KCPL
Merger and the transactions contemplated thereby. The KCPL Board approved the Merger Agreement, the KCPL
Merger and the transactions contemplated thereby after consideration of a number of factors described under the
heading "THE TRANSACTIONS-Reasons for the Transactions: Recommendations of the Boards of Directors
-KCPL."

_
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Western Resources. The Western Resources Board, by a unanimous vote, has approved the Merger
Agreement and the transactions contemplated thereby, the Western Resources Share issuance, the Contributions
and the Articles Amendment, believes that the terms of the Transactions are fair to, and in the best interests of.
Western Resources * shareowners and recommends that the shareowners of Western Resources vote "FOR" |
approval and adoption of the Merger Agreement and the transactions contemplated thereby, including the |
Western Resources Share issuance, the Contributions, and the transfer of substantially all of the assets of Westem I

Resources to Westar Energy, and the Articles Amendment. The Westem Resources Board approved and adopted
the Merger Agreement and the transactions contemplated thereby after consideration of a number of factors

i

described under the heading "THE TRANSACTIONS-Reasons for the Tran actions; Recommendations of the |
Boards of Directors-Western Resources."

|

Opinions of Financial Advisors
- Western Resources. On March 18,1998, Salomon Brothers Inc ("Salemon Brothers") and Smith Barney

Inc. (collectively doing business and referred to herein as "Salomon Smith Barney") delivered its oral opinion,
which opinion was subsequently confirmed in a written opinion dated as of March 20,1998 and a further written
opinion dated the date of this Joint Proxy Statement / Prospectus, to the effect that, as of such dates, and subject,

to the assumptions made, matters considered and limits of the review undertaken, as set forth in such opinions, j
the Aggregate Consideration (as defined below) was fair to Western Resources frorr a financial point of view. A -

| copy of the written opinion of Salomon Smith Barney dated as of the date of this Joint Proxy
g , t Statement / Prospectus, which sets forth assumptions made, matters considered and limits of the review
' ~ undertaken in connection with the opinion, is attached hereto as Annex B. WESTERN RESOURCES |

SHAREOWNERS ARE URGED TO, AND SHOULD, READ SUCH OPINION IN ITS ENTIRETY. See "THE
TRANSACTIONS-Opinion of Western Resources' Financial Advisor" and Annex B.

KCPL On March 18, 1998. Merrill Lynch, Pierce, Fenner & Smith incorporated ("Merrill Lynch")

| delivered its oral opinion, which opinion was subsequently confirmed in written opinions dated as of such date
and as of the date of this Joint Proxy Statement / Prospectus, to the KCPL Board to the effect that, as of such

j dates, and based upon the assumptions made, matters considered and limits of review as set forth in such
j opinions, the Aggregate Consideration was fair to such holders from a financial point of view. The full text of

the written opinion of Merrill Lynch dated as of the date of this Joint Proxy Statement / Prospectus, which sets
forth the assumptions made, matters considered and limits of the review undertaken in connection with such

j opinion,is attached hereto as Annex C. HOLDERS OF SHARES OF KCPL COMMON STOCK ARE URGED
TO, AND SHOULD, READ SUCH OPINION IN ITS ENTIRETY. See "THE TRANS ACTIONS-Opinion of
KCPL's Financial Advisor" and Annex C.,

Interests of Certain Persons in the Transactions
! In considering the recommendations of the boards of directors and managements of Westem Resources and
I KCPL, shareowners should be aware that certain members of the Western Resources Board and the KCPL Board

and certain members of the managements of Westem Resources and KCPL have certain interests in the. .g
,'4 Transactions that are in addition to or different from those as shareowners of Western Resources and KCPL

generally. See "THE TRANSACTIONS-Interests of Certain Persons in the Transactions."'

Board of Directors. The Merger Agreement provides that, at the KGE Effective Time, the Western
Resources Board shall appoint three named members of the KCPL Board to the Western Resources Board. In
addition, each of the eleven current members of the Western Resources Board will continue in office following
the KGE Effective Time. The Merger Agreement also provides that at the KGE Effective Time, Western
Resources will cause the initial Board of Directors of Westar Energy to be comprised of six members designated
by Western Resources and four members selected from the KCPL Board, as of the date of the Merger
Agreement, designated by KCPL. Thereafter, directors of Westar Energy will be nominated and elected in
accordance with the procedures set forth in the Westar Energy Articles (as defined below) and Westar Energy,

Bylaws (as defined below).
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Afanagement of Westar Energy Following the Transactions. Following the Transactions. John E. Hayes.
Jr. will be the Chairman of the Westar Energy Board and Drue Jennings will be Chief Executive Officer of

Westar Energy.

KCPL Stock Options. The Merger Agreement provides that prior to the KCPL Effective Time, KCPL will
take such actions as may be necessary such that immediately prior to the KCPL Effective Time, each option to

purchase shares of KCPL Common Stock and any accrued dividend rights granted on such KCPL Common
Stock (collectively, the "KCPL Stock Options") which are outstanding, whether or not then exercisable, will be
canceled and the holder of any then exercisable KCPL Stock Options will be entitled, upon surrender of all

.

outstanding KCPL Stock Options, to receive in consideration of such cancellation an amount in cash from KCPL
equal to the result of multiplying the number of shares of KCPL Common Stock previously subject to such
KCPL Stock Option by the difference between (i) the sum of (x) the fair market value of the number of shares

,,

of Western Resources Common Stock (as determined by the average closing price of the Western Resourcesi
Common Stock for the five (5) consecutive trading day period occurring immediately following the Westerni

Resources Stock Distribution) that such optionee would have received if such optionee had exercised a KCPL
Stock Option to purchase one (1) share of KCPL Common Stock immediately prior to the KCPL Effective Time
and (y) the fair market value of the number of shares of Westar Energy Series A Common Stock (as determined'

by the average closing price of the Westar Energy Series A Common Stock for the five (5) consecutive trading
day period occurring immediately following the Western Resources Stock Distribution) that such optionee would
have received if such optionee had exercised a KCPL Stock Option to purchase for one (1) share of KCPL'

Common Stock immediately prior to the KCPL Effective Time and (ii) the per share exercise price of such KCPLC 4r
Stock Options. See "THE TRANSACTIONS-Interests of Certain Persons in the Transactions-KCPL Stock'

Options" and "THE MERGER AGREEMENT-Stock Options."

The value of the outstanding KCPL Stock Options held by interested persons, as of the last practicable date

prior to the mailing of this Joint Proxy Statement / Prospectus, is contained in the following chart:
Total

Options (1) Value (2)
Shareholder

95,819.186 $1,718,825
f Drue Jennings . .. .. . .. . . . .

Bernard Beaudoin . . .
31,128.381 5 601,063' .. . .. . ..

Ronald Wasson
~25,873.818 $ 464,507

. . ... ... .. .. .. .

J. Turner White . . 23.106.986 $ 382.000
. . . ... .. . ..... . ...'

,

I Marcus Jackson .
21,005.160 $ 327,378

.. . . . ... .. . .. .. ..

The aggregate amount of cash that KCPL would be required to pay in consideration of cancellation of all'

KCPL Stock Options including those in the above chart is $5,640,116.

(1) Total number of shares represented by unexercised KCPL Stock Options and amounts equivalent to accrued'

| dividends on options.
(2) Value of options is based on (a) the price of Western Resources Common Stock as of June 8,1998, the last ,

. p.
practicable date prior to the date of this Joint Proxy Statement / Prospectus which would result in distribution'

L to KCPL's shareholders of $23.50 worth of Westem Resources Common Stock for each share of KCPL
l Common Stock; and (b) a value of $12.00 per share of Series A Westar Energy Comrnon Stock to be

#

f distributed to KCPL's shareholders for each share of KCPL Common Stock.

Western Resources Stock Options. The Transactions will not affect the vesting period or exercisability of
,

any outstanding options to purchase Western Resources Common Stock.I

KCPL Severance Agreements. Under certain agreements entered into by KCPL, certain officers of KCPL
and certain officers of subsidiaries of KCPL may be entitled to payment of certain severance benefits upon

,

j termination of employment following consummation of the Transactions. See "THE TRANSACTIONS-
Interests of Certain Persons in the Transactions-KCPL Severance Agreements."'

6
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Western Resources Sevemnce Agreements. Under certain agreements entered into by Westem Resources,
,1 certain officers of Western Resources may be entitled to payment of certain severance benefits upon termination

of employment following onsummation of the Transactions. See "THE TRANSACTIONS-Interests of
Certain Persons in the Transacdc.e-Western Resources Severance Agreements."

Indemnification. Pursuant to the Sierger Agreement, Westar Energy has agreed to indemnify each present
and former director and officer of Western Resources. Westar Energy, KGE and KCPL against liabilities or
expenses incurred in connection with claims relating to matters prior to the KGE Effective Time, and to maintain
in effect directors' and ofticers' liability insurance for the benefit of the directors and officers of KCPL. See
"THE TRANSACTIONS-Interests of Certain Persons in the Transactions-Indemnification" and "THE
htERGER AGREEhlENT-Directors' and Officers' Indemnification."

I Dividend Reinvestment Plan

The letter of transmittal to be delivered to KCPL shareholders will provide that KCPL shareholders who
hold their shares through the KCPL dividend reinvestment plan will have the option to place the shares of
Western Resources Common Stock they will receive in the Western Resources Stock Distribution directly intoa

the Western Resources direct stock purchase plan and the shares of Westar Energy they will receive in the KCPL
hierger directly into a dividend reinvestment plan intended to be established by Westar Energy at the KCPL
Effective Time.

g- i
,- t.

Certain Federal Income Tax Consequences

In the opinion of Skadden, Arps, State, hieagher & Flom LLP ("Skadden Arps") and Sullivan & Cromwell
no gain or loss will be recognized by holders of KCPL Common Stock who exchange their KCPL Common
Stock for Westar Energy Common Stock and Western Resources Common Stock in connection with the KCPL
Nierger and the KGE hierger (except to the extent that cash is received in lieu of fractional shares of Western

,

Resources Common Stock). See "THE TRANSACTIONS-Certain Federal income Tax Consequences,"
i "THE hlERGER AGREEhiENT-Conditions to Each Party's Obligation to Effect the KGE hierger and the
i KCPL hierger."

Shareowners of Western Resources and KCPL are urged to consult their own tax advisors with

j respect to the specific tax consequences to them of the Transactions, including the application to them and
possible effect upon them of any pending legislation, the alternative minimum tax and state, local and
foreign income and other tax laws.

Accounting Treatment

I Westar Energy will account for the KGE hferger as a transfer of net assets between companies under
common control. The assets and liabilities transferred would be accounted for at historical cost. Westar Energyq

A will account for the KCPL hierger using the purchase method of accounting. See "THE TRANSACTIONS-
Accounting Treatment."*

.

Stock Exchange Listing of the Westar Energy Conunon Stock and Western Resources Common Stock

Westar Energy and Western Resources will apply for the listing on the NYSE of the Westar Energy
Common Stock and the Western Resources Common Stock to be issued and distributed in the KCPL h!erger
and the Westem Resources Stock Distribution. It is a condition to the consummation of the KGE hierger and the

KCPL hierger that the Western Resources Common Stock and the Westar Energy Common Stock be approved
for listing on the NYSE, subject to official notice of issuance. See "THE TRANSACTIONS-Stock Exchange
Listing of the Westar Energy Common Stock and Western Resources Common Stock."

7
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Federal Securities Law Consequences

d All shares of Westar Energy Common Stock and Westem Resources Common Stock issued in the

|
Transactions will be freely transferable (except shares of Westar Energy Common Stock distributed to Western

1 Resources), except that shares of Westar Energy Common Stock and Western Resources Common Stock
: received by persons who are deemed to be " affiliates" (as such term is defined under the Securities Act) of

KCPL prior to the hiergers may be resold by them only in transactions permitted by the resale provisions of
Rule 145 promulgated under the Securities Act (or Rule 144, in the case of such persons who become affiliates
of Western Resources) or as otherwise permitted under the Securities Act. Persons who may be deemed to be
affiliates of KCPL or Western Resources generally include individuals or entities that control, are controlled by, ,

or are under common control with, such party and may include certain officers and directors of such party as
well as principal shareowners of such party. The hierger Agreement requires KCPL to use all reasonable efforts
to cause each of its affiliates to execute a written agreement to the effect that such affiliate will not offer or sell

*

or otherwise dispose of (i) any shares of KCPL Common Stock during the period beginning 30 days prior to the
KGE Effective Time and continuing until such time as results covering at least 30 days of post KGE Effective
Time operations of Westem Resources have been published or (ii) any of the shares of Westar Energy Common
Stock and Western Resources Common Stock issued to such affiliate in or pursuant to the Stergers in violation
of the Securities Act or the rules and regulations promulgated by the SEC thereunder. See "THE

,

TRANSACTIONS-Federal Securities Law Consequences."

This Joint Proxy Statement / Prospectus does not cover resales of Westar Energy Common Stock or Western
l Resources Common Stock received in the Transactions by any person who may be deemed to be an affiliate of

( f, KCPL or Western Resources.
. p

Dissenters' Rights

Holders of Westem Resources Common Stock and Western Resources Preferred Stock do not have
dissenters' rights under the KGCC with respect to the Transactions.

Under the StGBCL, each holder of KCPL Common Stock who dissents from the KCPL hierger has the
right to have the fair value of such Dissenting Holder's shares appraised by judicial determination and paid to

j him or her in cash. In order to perfect such appraisal rights. Dissenting Holders must comply with the procedural
requirements of the htGBCL, including, without limitation, filing a written objection to the KCPL hierger with,

'
KCPL prior to the KCPL hieeting, not voting in favor of the hierger Agreement, the KCPL hierger and the
transactions contemplated thereby and, within 20 days after the KCPL Effective Time, making a written demand
for payment of the fair value of the shares held by such Dissenting Holder. If the Dissenting Holder and KCPL>

;

I
| do not agree on the fair value to be paid, the Dissenting Holder may petition an appropriate court for a

determination of such value.
,

Shares of KCPL Common Stock held by Dissenting Holders will not be converted into shares of Westar
Energy Common Stock in the KCPL hierger and after the KCPL Effective Time will represent only the right to

,

j receive such consideration as is determined to be due such Dissenting Holders pursuant to the htGBCL. KCPL
Common Stock outstanding immediately prior to the KCPL Effective Time and held by a shareholder who

! .; withdraws his demand for appraisal rights or fails to perfect such rights will be deemed to be converted at the -

"
KCPL Effective Time into the right to receive shares of Westar Energy Common Stock, without interest. Western
Resources and Westar Energy have agreed to distribute shares of Western Resources Common Stock and Westar
Energy Common Stock on the same basis as to other former KCPL shareholders to Dissenting Holders who <

withdraw their demands for appraisal after the KCPL Effective Time.

See "THE TRANSACTIONS-Dissenters' Rights" and Annex D.

Regulatory Statters

The approval of the Nuclear Regulatory Commission under the Atomic Energy Act of 1954, as amended
(the " Atomic Energy Act"), the Federal Energy Regulatory Commission (the "FERC") under the Federal
Power Act, as well as the approval of the utility regulatory commissions in hiissouri and Kansas under applicable

8
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state laws and the expiration or termination of the applicable waiting period under the Hart Scott-Rodino ,

| Antitrust Improvements Act of 1976, as amended (the "HSR Act"), are required in order to consummate the
'

Transactions. The receipt of all of these approvals is presently anticipated to occur within the first half of 1999.

Public Utility Holding Company Act. Western Resources is a " holding company" for purposes of the
Public Utility Holding Company Act of 1935 (the "1935 Act") and is currently exempt under Section 3(a)(1) of
the 1935 Act pursuant to Rule 2 promulgated thereunder from all provisions of the 1935 Act except .%ction
9(a)(2), which generally requires approval of the SEC prior to the direct or indirect acquisition of 5% or more of
the voting securities of an electric or gas utility company by any person that already owns, directly or indirectly,
5% or more of the voting securities of one or more gas or electric utility companies. KCPL is an electric utility
company within the meaning of the 1935 Act, and is exempt from all provisions of the 1935 Act except Section
9(a)(2). Westem Resources and KCPL anticipate that no approval of the SEC under Section 9(a)(2) of the 1935
Act will be required for the Transactions because, upon consummation of the Transactions, each of KCPL and

,

! KGE will be merged with and into Westar Energy and Western Resources will own 5% or more of the voting
securities of the same number of public utility companies (Westar Energy and ONEOK), within the meaning of
the 1935 Act, as it did prior to consummation of the Transactions. Western Resources anticipates that, following
consummation of the Transactions, it will continue to be exempt from all provisions of the 1935 Act except !

'
Section 9(a)(2). It is a condition to Western Resources' obligation to effect the closing of the Transactions that
Western Resources be reasonably satisfied that as of the KGE Effective Time, Western Resources will be exempt
from all of the provisions of the 1935 Act other than Section 9(a)(2) thereof. See " RISK FACTORS-
Uncertainty Regarding Western Resources' Regulatory Status," "THE hlERGER AGREEhlENT r nditions ;o

ic- to Each Party's Obligation to Effect the KGE Nterger and the KCPL hierger--Conditions to the Obligations of
'

Western Resources, KGE and Westar Energy to Effect the KGE hierger" and "THE TRANSACTIONS-
Regulatory Ntatters."

Other. KCPL, KGE and Westem Resources possess municipal franchises and environmental and other
permits and licenses that (i) require the licensor to consent to the transfer of such franchises, permits and licenses,

| and (ii) may need to be renewed or replaced as a result of the Transactions. Neither Western Resources nor KCPL
anticipates any difticulties at the present time in obtaining such consents, renewals, replacements or transfers.

' General. Under the hierger Agreement, Western Resources, KGE, Westar Energy and KCPL have agreed
to use all commercially reasonable efforts to obtain all govemmental authorizations necessary or advisable to i

'

consummate or effect the Transactions. Various parties may seek intervention in these proceedings to oppose the l
1

, Transactions or to have conditions imposed upon the receipt of necessary approvals. While Western Resources
| and KCPL believe that they will receive the requisite regulatory approvals for the Transactions, there can be no

assurance as to the timing of such approvals or the ability of such parties to obtain such approvals on satisfactory
terms or otherwise. It is a condition to the consummation of the Transactions that final orders approving the
Transactions be obtained from the various federal and state regulators described above on terms and conditions
which would not have, or insofar as reasonably can be foreseen would not be likely to have, a material adverse

j effect on the business, assets, financial condition or results of operations of the combined company and its
subsidiaries taken as a whole. It is a further condition to Western Resources' obligation to effect the Transactions

g that such final orders would not have, or insofar as reasonably can be foreseen would not be likely to have, a-

material adverse effect on the benefits anticipated by Western Resources in the Transactior,s. There can be no
assurance that any such approvals will be free from terms or conditions that cause such approvals to fail to satisfy
such conditions to the consummation of the Transactions.

See " Tile TRANSACTIONS-Regulatory Statters," "THE htERGER AGREEhtENT---Conditions to
Each Party's Obligation to Effect the KGE hierger and the KCPL hierger" and " RISK FACTORS-Uncertainty
Regarding Western Resources' Regulatory Status?'

Plans for Western Resources and Westar Energy Following the Transactions

!
Following the Transactions, Western Resources will be the holding company for the group of Western

Resources companies that includes, among others, Westar Energy, ONEOK and Protection One (the " Western

9
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,

Resources Companies"). Western Resources will have no operating assets and the Western Resources
Companies will be organized into regulated and unregulated lines of business. See "-Control of Westar Energy
Following the Transactions," "THE TRANSACTIONS-Control of Westar Energy Following the
Transactions," "THE TRANSACTIONS-Plans for Westem Resources and Westar Energy Following the
Transactions" and " SELECTED INFORMATION CONCERNING WESTERN RESOURCES AND KCPL-
Business of Westem Resources."

Western Resources has advised KCPL that it currently intends to maintain ownership of not less than 80.1%
of the diluted outstanding shares of Westar Energy Common Stock immediately following the Transactions. For

*
a description of certain restrictions imposed by the Merger Agreement on Western Resources' ability to purchase
additional shares of Westar Energy Common Stock in the public market, see "-Control of Westar Energy
Following the Transactions" and "THE TRANSACTIONS-Control of Westar Energy Following the

'
Transactions."

I

i Following the Transactions, the shares of Westar Energy Common Stock will trade on the NYSE. There
can be no assurance that an active trading market for the shares of Westar Energy Common Stock will develop
after consummation of the Transactions. The Westar Energy Common Stock may also be subject to price
volatility following the Transactions until trading values become established. See " RISK FACTORS-i

Uncertainty Regarding Trading Prices of Westar Energy Common Stock Following the Transactions."

i Following the Transactions, Westar Energy will be the new regulated electricity utility operating entity of

7f
the Western Resources Companies, combining the operating assets of KGE, KPL and KCPL. Westar Energy
will continue its existence under the laws of Kansas. See " BUSINESS OF WESTAR ENERGY FOLLOWING-

THE TRANSACTIONS."

Control of Westar Energy Following the Transactions

Immediately following the Transactions, Western Resources will control Westar Energy through Westem

|
Resources * ownership, assuming there are no Dissenting Shares, of 80.1% of the diluted outstanding shares of
Westar Energy Common Stock. Although as a result of the Transactions Western Resources will have the ability
to elect the entire Board of Directors of Westar Energy and to approve any matter requiring the approval of

,
i Westar Energy shareowners, Westem Resources has agreed to certain arrangements relating to the election of
' directors of Westar Energy after the Closing. See "THE TRANSACTIONS-Interests of Certain Persons in the

Transactions." In addition, during the 10-year period following the Closing, the Merger Agreement provides that
Western Resources may not, directly or indirectly, propose to enter into a merger or other business combination
with Westar Energy or purchase, directly or indirectly, all or substantially all of the assets of Westar Energy.
Notwithstanding the foregoing, the Merger Agreement provides that Western Resources may in any manner

,

acquire up to 85% of the outstanding shares of Westar Energy Common Stock on a diluted basis and that Wes'ern
Resources may make a tender offer or exchange offer for all the outstanding shares of Westar Energy Common
Stock or enter into any merger or other business combination with Westar Energy if, in general, such action is at

\ a price and on terms that are fair to the shareowners of Westar Energy and approved by a majority of the
,

independent directors. ,~ ;.
' See "THE MERGER AGREEMENT-Standstill Arrangements," "THE TRANSACTIONS-Control of

Westar Energy Following the Transactions" and " RISK FACTORS-Control by the Principal Shareowner of
Westar Energy." .

The Contributions
,

The Contributions and the other Transactions will be consummated on the terms and subject to the
conditions set forth in the Merger Agreement (which is attached hereto as Annex A and incorporated herein by
reference). Pursuant to the Merger Agreement, immediately prior to the KCPL Effective Time and as a condition

|
precedent to the Mergers, Western Resources will effect the Contributions.

| See "TllE TRANSACTIONS" and "THE MERGER AGREEMENT-The Contributions."
i
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Conversion of KCPL Common Stock
' ' ' The chart below sets forth a range of Western Resources index Prices, the cor;esponding Conversion Ratio. the

corresponding value of Western Resources Common Stock to be issued for each share of KCPL Common Stock in the
Western Resources Stock Distribution and the estimated range of value for each share of Westar Energy Common Stock
to be issued in the KCPL Merger. KCPL shareholders may call (8001621-0518 for the exact number of shares to be issuedi

to them based on the most recent Westem Resources index Price.' As shown in the chart and as discussed in "THE
TRANSACTIONS." the total consideration to be received by KCPL shareholders will include shares of Westar Energy
Common Stock; however, there can be no assurance as to the prices at which such Westar Energy Common Stock will
trade once listed on the NYSE. See " RISK FACTORS-Uncertainty Regarding Trading Pnces of Westar Energy
Common Stock Following the Transactions."

Value of
Western Resources Estimated

Western CommonStock . Value per share of
Resources Conversion per share of KCPL Westar Energy
Index Price Ratio (1) Common Stock Common Stockt2)

558.47 0.449 526.25 510.00 12.00
I 58.46 0.449 26.25 10.00 12.00

58.00 0.453 26.25 10.00 12.00
57.00 0.461 26.25 10.00 12.00
56.00 0.469 26.25 10.00 12.00
55.04 0.477 26.25 10.00 12.00

55.03 0.477 26.25 10.00 12.00*

- 54.00 0.477 25.76 10.00 12.00
1 53.00 0.477 25.28 10.00 l~2.00

52.42 0.477 25.00 10.00 12.00
1

52.41 0.477 25.00 10.00 - 12.004

'. ? 52.00 0.481 25.00 10.00 12.00

'*|f 51.00 0.490 25.00 10.00 12.00
1 50.01 0.500 25.00 10.00 12.00

50.00 0.500 25.00 10.00 12.00
49.00 0.500 24.50 10.00 12.00
48.00 0.500 24.00 10.00 - 12.00 ,

! 47.01 0.500 23.51 10.00 12.00 j

i 47.00 0.500 23.50 10.00 - 12.00 |

j 46.00 0.511 23.50 10.00 12.00 l
'

45.00 0.522 23.50 10.00 12.00
1

44.00 0.534 23.50 10.00 12.00
) 43.00 0.547 23.50 10.00 - 12.00

42.00 0.560 23.50 10.00 12.00
41.00 0.573 23.50 10.00 - 12.00

6 40.00 0.588 23.50 10.00 12.00
! 39.00 0.603 23.50 10.00 12.00

j | 38.28 0.614 2350 10.00 12.00

38.27 0.614 23.50 10.00 12.00
38.00 0.614 23.33 10.00 12.00

. ,

4 37.00 0.614 22.72 10.00 - 12.00
36.00 0.614 22.l0 10.00 - 12.00
35.02 0.614 21.50 10.00 - 12.00

35.01 0.614 21.50 10.00 - 12.00
34.00 0.632 21.50 10.00 - 12.00
33.00 0.652 21.50 10.00 12.00

2. p 32.00 0.672 21.50 10.00 12.00
4, . 31.00 0.694 21.50 10.00 - 12.00*8

29.79 0.722 21.50 10.00 12.00.

, 29.78 0.722 21.50 10.00 - 12.00

(1) If the Western Resources Index Price is greater than $58.46, the Conversion Ratio will be nxed at 0.449 provided that if 0.449 multiplied
by the Western Resources Index Price exceeds $30.00, the Conversion Ratio will mean the quotient (rounded to the nearest 1/100.000)
obtained by dividing $30 00 by the Western Resources Index Price,

! (2) Estirnated based on analysis by KCPL and Westem Resources assuming an expected initial dividend for the first year of operation of
Westar Energy of $0.72 and a normal electric utdity payout ratio of approxima:cly 85% The actual dividend policy of Westar Energy

,

will be dependent upon numerous factors including current economic conditions, earnings and profitabdity. Based on current market
conditions and comparable publicly traded electric utilities' dividend yields and price.to. earnings ratios. KCPL and Western Resources
calculated an estimated value range of $10.00 to $12.00 per share of ,Westar Energy Common Stock based on a range of dividend yields
above and below 6.5% and a range of price-to earnings ranos above and below 13.0x earnings. The estimated value per share of Westar"

Energy Common Stock is based upon an estimated aggregate enterpnse valuation range for Westar Energy. There can be no assurance.
however, as to the actual prices at which such Westar Energy Common Stock will trade once listed on the NYSE. Actual prices could
be significantly higher or lower than the estimated range.

I1
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The KCPL Merger
' ' Pursuant to the hierger Agreement, at the KCPL Effective Time and as a condition precedent to the KGE

hierger, the KCPL hierger will be consummated pursuant to which each outstanding share of KCPL Common
Stock (other than shares of KCPL' Common Stock beneficially owned by KCPL either directly or through a
wholly owned subsidiary and Dissenting Shares), will represent one share of Westar Energy Series A Common
Stock. Immediately after consummation of the KCPL Merger and the KGE hierger, former KCPL shareholders

will also receive shares of Western Resources Common Stock in the Westem Resources Stock Distribution. The
consummation of the KCPL Merger is subject to the sstisfaction or waiver of all conditions to the KGE hierger ,

and consummation of the Contributions.

See "THE TRANS ACTIONS" and "THE MERGER AGREEMENT-The KCPL Merger."
4

|

The KGE Merger

Pursuant to the Merger Agreement, at the KGE Effective Time, the KGE Merger will be consummated
pursuant to which each outstanding share of KGE Common Stock will be converted into and become such
number of shares of Westar Energy Series B Common Stock representing, assuming there are no Dissenting

,

Shares,80.1% of the diluted outstanding shares of Westar Energy. The consummation of the KGE Merger is
subject to consummation of the KCPL Merger. See "THE TRANSACTIONS" and "THE MERGER

t

AGREEMENT-The KGE Merger."g
,4 - r s

Additional Transactions

Immediately after the KGE Effective Time, Westar Energy will, in connection with the KGE Merger, effect
the Western Resources Stock Distribution pursuant to which the holder of each share of Westar Energy Series A
Common Stock (i.e., each former KCPL shareholder) will be entitled to receive a distribution of that number of
shares of Westem Resources Common Stock equal to (a) the number of shares of Western Resources Common

j

) Stock contributed to KGE pursuant to the Stock Contribution multiplied by (b) a quotient, the numerator of-
_

which is 1 and the denominator of which .is the total number of shares of Westar Energy Series A Common
Stock issued and outstanding immediately after the KCPL Effective Time. No certificates or scrip represeming
fractional shares of Western Resources Common Stock will be distributed. A holder of Westar Energy Series A

{ Common Stock who would otherwise have been entitled to a fractional share of Western Resources Common
g

Stock will be entitled to receive a cash payment in lieu of such fractional share in an amount equal to the product
<

of such fraction multiplied by the Westem Resources Index Price, without any interest thereon.,

Immediately after the KGE Effective Time, Westar Energy will distribute to Westem Resources all of the

'|
outstanding shares of capital stock of KLT (the "KLT Stock Distribution").

,

|

Immediately after the Westem Resources Stock Distribution, without any action on the part of Westem .
, q. Resources, each share of Westar Energy Series B Common Stock owned by Westem Resources will[p.

automatically represent one fully paid and nonassessable share of Westar Energy Series A Common Stock.
3

! t

See "THE MERGER AGREEMENT-Additional Transactions."
;

,

Representations, Warranties and Covenants

Each of KCPL, on the one hand, and Westem Resources, KGE and Westar Energy, on the other hand, has
made a number of representations and warranties in the Merger Agreement regarding, among other things and
subject to certain qualifications, its respective business, operations, financial condition and capital structure.
Westem Resources has also made representations as to the title and condition of the KPL Assets. The Mergert

12
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q'' Agreement also provides for certain covenants including, among other things, KCPL's covenant to carry on its |
business in the ordinary course consistent with prior practice, KCPL's covenant (subject to certain conditions) ;
not to declare dividends other than regular quarterly dividends (except to the extent consistent with good business |

judgment and KCPL's past dividend practice) and not to make any capital expenditures in excess of certain '

budgeted amounts and covenants of KCPL, on the one hand, and Western Resources, KGE and Westar Energy, I

on the other hand, (subject to certain conditioas) to refrain from taking any action reasonably likely to materially
breach the Merger Agreement or any ofits reyesentations and warranties. See "THE MERGER AGREEMENT |
-Representations and Warranties" and "-Certain Covenants." |

Operations of Westar Energy Following the Transactions

The Merger Agreement provides as follows with respect to certain operational matters of Westar Energy
'

i

following the Transactions. j
.

Principal Corporate OBices. At the MGL Effective Time, (i) the executive headquarters of Westar Energy j
shall be in Kansas City, Missouri. (ii) the customer service headquarters of Westar Energy shall be in Wichita, l-

Kansas, and (iii) the field operation headquarters of Westar Energy shall be in Topeka, Kansas. |
|

| Charities. After the KGE Effective Time, Westar Energy currently intends to provide charitable IL

%. contributions and community support within the service areas of KCPL and Western Resources at annuallevels
substantially comparable to the annual levels of charitable contributions and community support provided by |'

KCPL and Western Resources within their service areas during 1994 and 1995.

! Dividends. Upon the KGE Effective Time, the dividend policy of Westar Energy shall be set by the Board
of Directors of Westar Energy so as to achieve a payout ratio that is consistent with comparable electric utility ;

|

companies.

See "THE MERGER AGREEMENT-Operations of Westar Energy Following the Transactions." ]

b
' Tax Free Status
| The Merger Agreement provides that none of the parties will take any actions which would, or would be

reasonably lilrely to, adversely affect the ability of the KCPL Merger or the KGE Merger to qualify for tax-free,

treatment under the Internal Revenue Code of 1986, as amended (the " Code"), both to the parties and to their

respective shareholders (except for cash received in lieu of fractional shares), and each party shall use reasonable
efforts to achieve such result,i

_

v
c $g:- Conditions to Each Party's Obligation to Effect the KGE Merger and the KCPL Merger

a
Mutual Conditions. The respective obligations of each party to effect the KGE Merger or the KCPL

Merger, as the case may be, are subject to, among other things, the following mutual conditions: (a) the necessary
,

approvals by the shareowners of KCPi. and of Western Resources will have been obtained; (b) no temporary ,

'

restraining order, preliminary or permaneat injunction or other order will be in effect that prevents consummationi
of the KGE Merger or the KCPL h.erger; (c) the Registration Statement of which this Joint Proxy
Statement / Prospectus forms a part will hae become effective and will not be the subject of a stop order; (d) the
shares of Western Resources Common Stoci: issuable in the Stock Contribution and the Western Resources Stock
Distribution and the shares of Westar Energy Common Stock issuable in the KCPL Merger and the KGE Merger
will have been approved for listing on the NYSE upon official notice of issuance; (e) all material governmental|

authorizations, permits, consents, orders or approvals will have been obtained; (f) all required licenses, pernuts

13

,.;

- ~ - - , - . _ _ _ - . - . _ . _ _ _ _ _ - _ - . _ _ _ . _ - _ . . __ _ . . . , . . ..~.._ _. _ , _



i

or other authorizations will have been transferred or reissued to the Surviving Corporation on or before the
Closing Date and (g) Westem Resources will have received continnation from the Kansas tax authorities that noi

sales or use tax is payable in connection with the Asset Contribution.

Conditions to the Obligations of Western Resources. KGE and Westar Energy to Effet the KCE
Alerger. The obligations of Western Resources, KGE and Westar Energy to effect the KGE hierger are subject
to the following additional conditions, among others, speci6ed in the hierger Agreement: (a) KCPL will have
performed in all material respects its agreements and covenants required to be performed at or prior to the KGE
Effective Time;(b) KCPL's representations and warranties set forth in the hierger Agreement shall be true and

'

correct as of the date of execution of the hierger Agreement and as of the Closing Date (except for those that

expressly speak only as of a specific date or time, which need only be true and correct as of such date or time),
except as would not reasonably be likely to result in a material adverse effect on the business, assets, financial

<

) condition, results of operations or prospects of KCPL and its subsidiaries taken as a whole ("KCPL hiaterial
Adverse Effect"); (c) Westem Resources shall have received from KCPL a certincate dated the Closing Date to'

the effect that the foregoing two conditions have been satis 6ed;(d) no KCPL h!aterial Adverse Effect shall have
occu;ted; (e) KCPL will have obtained certain third-party consents the lack of which would cause a KCPL
hiaterial Adverse Effect;(f) Western Resources will be reascnably satisfied that, following the KGE Effective'

Time, it will be exempt from all provisions of the 1935 Act other than Section 9(a)(2) thereof; (g) Western
Resources will be reasonably satisfied that Final Orders relating to certain government approvals of the
transactions contemplated by the hierger Agreement do not impose terms or conditions that would have or are

%-f reasonably likely to have a material adverse effect on the Surviving Corporation or the benefits anticipated by
Western Resources as a result of the consummation of the transactions contemplated by the hierger Agreement;

(h) Western Resources shall have received an opinion from Sullivan & Cromwell to the effect that the KCPL
hierger and the KGE hierger will cach qualify as a reorganization within the meaning of Section 368 of the
Code and that N gain or loss will be recognized by the shareowners of KGE or Western Resources as a result of

|| the KGE hierger;(i) the aggregate number of Dissenting Shares shall be no greater than 5.5% of the outstanding'

shares of KCPL Conunon Stock as of the KCPL Effective Time; (j) the KCPL hierger shall have been'

consummated; and (k) Westem Resources shall have received agreements from the affiliates of KCPL with
respect to transactions in securitics of KCPL and Western Resources. For a detailed discussion of certain

;
conditions, see "THE htERGER AGREEh!ENT-hfutual Conditions-Kansas Sales and Use Tax Condition,',

,

-Conditions to the Obligations of Western Resources, KGE and Westar Energy to Effect the KGE hierger--' "

| Exemption from the 1935 Act" and "-Obtaining Statutory Approval Satisfactory to Western Resourcn"

Conditions to the Obligations of KCPL to Effect the KCPL hierger. The obligation of KCPL to effect the
,

KCPL hierger is subject to the following additional conditions, among others, speci6ed in the hierger
Agreement: (a) Western Resources, KGE and Westar Energy will have performed in all material respects its
agreements and covenants required to be performed at or prior to the KGE Effective Time;(b) the representations

I and warranties of Western Resources, KGE and Westar Energy set forth in the hierger Agreement shall be true
and correct as of the date of execution of the hierger Agreement and as of the Closing Date (except for those ,

g.,
|,2 that expressly speak only as of a specific date or time, which need only be true and correct as of such date or

time), except as would not reasonably be likely to result in a material adverse effect on the business, assets,'
-

fmancial condition, results of operations or prospects of Western Resources, KGE and Western Resources' ,

subsidiaries taken as a whole ("Westem Resources Ntaterial Adverse Effect"); (c) KCPL shall have received
from Western Resources a certificate dated the Closing Date to the effect that the foregoing two conditions have
been satis 6ed; (d) no Western Resources htaterial Adverse Effect shall have occurred; (e) Western Resources,
KGE and Westar Energy will have obtained certain third-party consents the lack of which would cause a Western
Resources htaterial Adverse Effect; (f) KCPL shall be reasonably satisfied that Final Orders relating to certain
govemment approvals of the transactions contemplated by the hierger Agreement do not impose terms or
conditions that would have or are reasonably likely to have a material adverse effect on the Surviving
Corporation; (g) KCPL shall have received an opinion from Skadden Arps to the effect that the KCPL hierger
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and KGE hierger will each qualify as a reorganization under Section 368(a) of the Code and that, other than m '

. . . |
respect of cash paid in lieu of fractional shares, no gain or loss will be recognized by the shareowners of KCPL )
or Westar Energy as a result of either the KCPL hierger or the KGE hierger; and (h) the Asset Contribution and
the Stock Contribution will have been consummated and all conditions to Westem Resources' and Westar
Energy's obligations to effect the KGE hierger have been satisfied or waived. ]

See "THE htERGER AGREEh!ENT-Conditions to Each Party's Obligation to Effect the KGE hierger
and the KCPL hierger."

Rights to Terminate. Amend or Walve Conditions

The hierger Agreement may be terminated under certain circumstances, including: by mutual consent of
Westem Resources and KCPL; by any party if the KCPL hierger is not consummated by the Termination Date-

(as defined below); by any party if the requisite shareowner approvals are not obtained on or before August 31,
1998 or if any state or federal law or court order prohibits consummation of the KGE hierger; by either party if
the KCPL Board withdraws its support for the hierger Agreement or recommends the acquisition of KCPL by a
party other than Western Resources; by a non. breaching party if there occurs a material breach of the hierger .

',

Agreement which is not cured within 20 days; by KCPL, under certain circumstances, as a result of a more
favorable third-party tender offer or business combination proposal with respect to KCPL; or by either party,

l under certain circumstances relating to a decline in the price of Westem Resources Common Stock. See "THE
h!ERGER AGREEhtENT-Termination." The hierger Agreement requires that termination fees be paid (i) in_-

'i the amount of either $50 million by KCPL to Western Resources if, under certain circumstances, KCPL enters'

into or consummates a business combination with a third party within two and one-half years of the termination
of the hierger Agreement or expenses of up to $5 million by KCPL to Westem Resources if the condition relating
to no gain or loss being recognized by holders of KCPL Common Stock who exchange such stock for Westar
Energy Common Stock and Western Resources Common Stock in connection with the KCPL hierger and the

f KGE hierger (except to the extent that cash is received in lieu of fractional shares of Western Resources
Common Stock) (the "KCPL Tax Condition") is not satisfied and KCPL declines to waive such condition and

I (ii) in amounts ranging from $5 million to $35 million by Western Resources to KCPL, if certain conditions to

| Western Resources' obligation to consummate the KGE hierger are not satisfied as of the Termination Date and

Western Resources declines to waive such conditions. See "THE h!ERGER AGREEh!ENT-Termination" and
i -Termination Fees.""

,

I Except as set forth above, all costs and expenses incurred in connection with the hierger Agreement and the ,

transactions contemplated thereby will be paid by the party incurring the expense, except that those expenses )
,

incurred in connection with the printing and filing of the Registration Statement of which this Joint Proxy i

Statement / Prospectus forms a part, as well as the filing fee relating thereto, will be shared equally by KCPL and I

! Western Resources. See "THE htERGER AGREEhtENT-Expenses."

i
The hierger Agreement may be amended by the boards of directors of the parties thereto at any time before

or after approval thereof by the shareowners of KCPL and Western Resources and prior to the KGE Effective' 7 -

Time, but after such approvals no such amendment will alter or change the amount or kind of shares, rights or
manner of exchange of shares as provided in the hierger Agreement, or alter or change any of the terms and

. conditions of the hierger Agreement if any of the alterations or changes, alone or in the aggregate, would have a
material adverse effect on the rights of holders of KCPL Common Stock or Westem Resources Common Stock,
except for alterations or changes that could otherwise be adopted by the board of directors of the Surviving'

Corporation without the further approval of such shareowners. See "THE htERGER AGREEhlENT-
Amendment and Waiver."

At any time prior to the .KGE Effective Time, to the extent permitted by applicable law, Western Resources
and KCPL may, with respect to the other party, (i) extend the time for the performance of any obligations or
other acts. (ii) waive any inaccuracies in the representations and warranties, and (iii) waive compliance with any
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of the agreements or conditions. Either party's agreement to such an extension or waiver is valid only if set forth
in a written instrument signed on behalf of such party. See "THE hlERGER AGREEhlENT-Amendment and
Waiver."

Amendment to the Western Resources Articles

At the Western Resources Niceting, the holders of Western Resources Common Stock will be asked to
consider and vote upon the Articles Amendment, which would increase, immediately prior to the Westem

- Resources Share issuance, the number of authorized shares of Westem Resources Common Stock from .

85,000,000 shares to 300,000,000 shares. Depending on the Conversion Ratio, a maximum of 44,698,100 shares
may be used to consummate the Stock Contribution, and the remaining shares will be available, if and when
needed, for issuance for any proper corporate purpose approved by the Westem Resources Board, subject to the ,

I shareholder voting requirements. Approval of the Anicles Amendment is required in order to consummate the
Sterger Agreement and the transactions contemplated thereby. The Western Resources Board believes that the
Articles Amendment is in the best interests of the Westem Resources shareowners and by a unanimous sote
recommends that the shareowners vote "FOR" the approval and adoption of the Articles Amendment. See
"AhtENDSIENT TO THE WESTERN RESOURCES ARTICLES."*

Comparison of Shareowner Rights

-;[ As a result of the Transactions, holders of the common stock of KCPL, a blissouri corporation (other than
'' F Dissenting Holders), will become shareowners of Westem Resources, a Kansas corporation, and Westar Energy,

also a Kansas corporation. Such shareowners will have certain rights as Western Resources shareowners and
Westar Energy shareowners that are different from those they had as shareholders of KCPL, both because of the
differences betweert the KCPL Articles and the KCPL Bylaws, on the one hand, and the Western Resources, ,

j Articles, the Westem Resources Bylaws, the articles of incorporation of Westar Energy (the "Westar Energy
| Articles") and the bylaws of Westar Energy (the "Westar Energy Bylaws"), on the other hand, and because of

differences between hiissouri and Kansas corporation law. For a comparison of hiissouri and Kansas law and
I the articles of incorporation and bylaw provisions of KCPL, Westem Resources and Westar Energy, see

"CONIPARISON OF SHAREOWNER RIGHTS."i

t

Selected Illstorical and Pro Forma Data'
,

|
The summary below sets forth selected historical financial and market data and selected unaudited pro forma

financial data. This information should be read in conjunction with the historical consolidated financial. ,

statements and notes thereto contained in Western Resources' Quarterly Reports on Form 10-Q for the three
months ended htarch 31,1998 and 1997, and Annual Reports on Form 10 K for each of the five fiscal years in
the period ended December 31,1997 vid KCPL's Quarterly Reports on Form 10-Q for the three months ended

! h! arch 31,1998 and 1997, and Annual Reports on Form 10-K for each of the five fiscal years in the period
ended December 31, 1997, the historical financial statements of Western Resources Electric Business. ;; .

g ("WREB") and notes thereto as of and for the three months ended Starch 31,1998 and for the three months'

ended blarch 31,1997 and for each of the three fiscal years in the period ended December 31,1997, included
elsewhere in this Joint Proxy Statement / Prospectus, and the unaudited pro forma combined condensed financial ,

statements and notes thereto included elsewhere in this Joint Proxy Statement / Prospectus. WREB is comprised
of KPL, a rate regulated electric utility division of Western Resources, KGE, a rate regulated electric utility and
wholly owned subsidiary of Westem Resources, and certain debt obligations of Western Resources identifiable
to the KPL division. See "THE WESTERN RESOURCES ELECTRIC BUSINESS" and "UNAUDITED PRO
FORhtA CONIBINED CONDENSED FINANCIAL INFORNIATION."
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Selected illstorical Financial Data of Western Resources

The selected historical financial data of Western Resources set forth below has been derived from the
conmlidated financial statements of Western Resources as they appeared in Western Resources' Quarterly
Reports on Form 10-Q for the three months ended March 31,1998 and 1997 and Annual Reports on Form 10-K
for each of the five fiscal years in the period ended December 31,1997, The results of operations for the three
months ended March 31,1998 and 1997 are not necessarily indicative of the results to be expected for the entire

fiscal year or any other interim period.

'lhree Months
Ended March 31. Years Ended December 31,

1998 1997 1997(1),(2),(3) 1996 1995 1994(4) 1993

(do!!ars in thousands, except ratio and per share data)

| Income Statement Data:
1 Sales . $ 382,343 $ 626,198 $2,151,765 $2.046,827 $1,744,274 $1,764,769 $2,028,411

Income from operations , 66,586 103,297 142,925 388,553 373,721 370,672 370,338
,

Net income , 30,468 41,033 494.094 168.950 181,676 187,447 177,370

Earnings available for common
,

stock . 29,238 39,803 489,175 154.111 168,257 174,029 163,864

Basic earnings per common share . 5 0.45 $ 0.61 5 7.51 5 2.41 $ 2.71 $ 2.82 $ 2.76

Dividends declared per
| common share . $ 0.535 $ 0.525 $ 2.10 $ 2.06 5 2.02 $ 1.98 5 1.94

. ,' t Ratio of earnings to fixed
charges (5), 4.17x(7) 2.06x(7) 4 3tx 2.16x 2.41x 2.65x 2.36x' ''

Ratio of earnings to fixed charges

plus preferred dividend
requirements (6) . 4 M x(7) 1.90x(7) 4.17x 1.96x 2.18x 2,37x 2.14x

Balance Sheet Data (end of period):
Total assets , $7,206,889 !6,588.670 $6,976,960 $6.647,781 $5,490,677 $5,371,029 $5,412.048

Long-terrn debt (net) , 2,162,470 if 07,450 2,181.855 1,681,583 1,391,263 1,357,028 1,523,938

Company. obligated mandatority

I redeemable preferred securities . 220,000 220.000 220,000 220,000 100,000 - -

; Preferred and preference stock. 74,858 74,858 74,858 74.858 174,858 174,858 174,858

Common stock equity ,, 2,017,161 1,637,827 2,014,207 1,624,680 1,553,110 1,474,455 1,422.175
,

( Book value per common share, $ 30.84 5 25.25 5 30,79 $ 25.14 $ 24.71 $ 23.93 $ 23.08,

|
(1) In November l997, Western Resources acquired an approximate S2.4% equity interest in Protection One. Western Resources paid

( approximately $258 million in cash and contributed the majority of its existing secunty alarm monitoring business net assets to
Protection One in connection with this acquisition.

(2) In November 1997, Western Resources acquired a 45% ownership interest in ONEOK, Inc. in exchange for contributing substantially
,

all of its regulated and unregulated natural gas business to ONEOK, Inc.
(3) During the third quarter of 1997, Western Resources sold its investment in Tyco international Ltd. and recorded a gain of

approximately $519 million net of tax.
(4) Information reflects the sale of the Missouri natural gas propemes on January 31,1994.
(5) For purposes of computing the ratio of carnings to fixed charges, " earnings" consists of net income plus interest charges, income

, . . .
taxes, and the estimated interest component of rents. " Fixed charges" consists of interest charges and the estimated interest component'

t

of rents.
(6) For purposes of co nputmg the ratio of earnings to 6xed charges plus preferred dividend requirements, "camings" consists of net

income plus interest charges, income taxes, and the estimated interest component of rents. " Fixed charges" consists of interest charges
and the estimated interest component of rents. " Preferred dividend requirements" consists of the calculated pre. tax preferred dividend

requirements.
(7) Represents ratios for the 12. month periods ended March 31.
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Selected Ilistorical Financial Data of KCPL
'

The selected historical financial data of KCPL set forth below has been derived from the consolidated
financial statements of KCPL as they appeared in KCPL's Quarterly Reports on Form ~10-Q for the three months
ended March 31,1998 and 1997 and Annual Reports on Form 10-K for each of the five fiscal years in the period
ended December 31,1997. The results of operations for the three months ended March 31,1998 and 1997 are
not necessarily indicative of the results to be expected for the entire fiscal year or any other interim period.

Three months
Ended March 31, Years Ended December 31, ,

1998 1997(1) 1997(1) 1996(2) 1995 1994(3) 1993

(dollars in thousands, except ratio and per share data)
KCPL

.
Income Statement Data:

} Sales . , $ 195,635 $ 194,744 5 895,943 $ 903,919 $ 885,955 $ 868,272 $ 857,450
, ,

Income from operauons before income
tnes . 38,167 36,619 233,835 245,968 244,110 220,640 225,804

. .

Net income . 14,366 (15.132) 76,560 108,171 122,586 IN,775 105,772
.

Earnings available for common stock . 13.376 (16,087) 72,771 IN.381 118,575 101,318 102,619

Basic earnings per common share . .$ 0.22 $ (0.26) $ 1.18 5 1.69 $ 1.92 $ 1.M $ 1.66*

Dividends declared per common share .$ 0.405 $ 0.405 $ 1.62 $ 1.59 $ 1.54 $ 1.50 $ 1.46

' Ratio of earnings to fixed charges (4) , 2.58x(6) 2.031'6) 2.03x 3.06x 3.94x 4.07x 3.80x

f Ratio of earnings to tired charges plus

p. - f preferred dividend requirements (5), 2 R 46) 1.92xt ) 1.93x 2.85x 3.59t 3.69x 3.51x5

4h
Balance Sheet Data (end of penod):I r

Total assets . . $3,006.252 $2,973,586 $3,058,033 $2.914,512 $2,882,5% $2,770,397 $2,755,068

Long-term debt (net) . 941,412 1,018,136 934.007 944,136 835,713 798,470 733,664

Company-obligated mandatority
redeemable preferred secunties . 150,000 - 150,000 - - - -

| Preferred stock . 89,% 2 89,% 2 89,062 89.062 90,436 90,5% 90,756
,

} Common stock equity 868,833 864,486 878.420 910,449 897,938 874,699 866,151

Book value per common share . ,$ 14.03 $ 13.96 $ 14.19 $ 14.71 $ 14.50 $ 14.13 $ 13.99
.

i
i (1) On September 18,1996, KCPL announced that it had terminated its agreement to merge with UtiliCorp United Inc. ("UtiliCorp") ,

due to the failure of KCPL shareholders to approve the transaction. See "THE TRANSALTIONS-Background of the Transactions."'

In February 1997, KCPL paid UtiliCorp $53 million for agreeing to combine with Western 1;esources within two and one-half years
from the termination of KCPL's agreement to merge with UtiliCorp. After taxes, the payment reduced 1997 net income by $32 million

j and earnings per common share by $0.52.
(2) During 1996, costs of $18 million associated with the unsuccessful merger with UtihCorp and $13 million incurred to defend tgainst

Western Resources * unsolicited exchange offer were expensed.
,

(3) In 1994, KCPL recorded a $22.5 million expense for a voluntary early retirement program.
(4) For purposes of computmg the ratio of earnings to fixed charges, " earnings" consists of net income plus interest charges, income

taxes, and the estimated interest component of rents. " Fixed charges" consists of interest charges and the estimated interest comporent
,

j of rents.
I (5) For purposes of computing the ratio of earnings to fixed charges plus preferred dividend requirements, " earnings" consists of nt-t

income plus interest charges, income taxes, and the estimated interest component of rents. " Fixed charges" consists of interest charges ..

.[ and the estimated interest component of rents. " Preferred dividend requirements" consists of the calculated pre-tax preferred dividend

requirements.
(6) Represents ratios for the 12-month periods ended March 31.
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f ' Selected Historical Financial Data of Western Resources Electric Business

| The selected historical financial data of WREB set fotth below has been derived from the records of WREB
! for the three months ended March 31,1998 and 1997 and for each of the five fiscal years m the period ended
i December 31,1997. The results of operations for the three months ended March 31,1998 and 1997 are not

j necessarily indicative of the results to be expected for the entire fiscal year or any other interim period.

Three Months
Ended March 31, Years Ended December 31,

1998 1997 1997 1996 1995 1994 1993

(douars in thousands, except ratio and per share data)

Western Resources Electric Business

Statements of Operations Data: '

Sales . . $ 305,235 $ 268,308 $1,229,984 $1.197,441 $1,146,869 $1,121,781 $1,104,537........... .... ...

Income from operations .. .. 59,307 59,075 211.084 352,715 356.577 390,216 354,549
.

Net income 29,228 21,tt72 76.976 169,660 176,604 197,892 184,028
.. . ..... ... ..

'

Ratio of earnings to fixed

charges (l) . . . . . . . . 1.69x(2) 2.44x(2) . 1.66x 2.45x 2.60x 2.935 2.61x..

)Statements of Financial Position Data (end of period);

Total assets . $4,535,448 $4,554,568 $4,s.,1,168 $4.568.876 $4,611,108 $4,459,627 $4,474,444 l
, , ... ..

.. Long-term debt (net). . 1.340.892 1,341.395 1.340,898 1,341,393 1,341,262 1,357,109 1,409,479
.

Equity in net assets . . . . . . . . 1,462.110 1.500,027 1,363,455 1.331.838 1,473,395 1.395,840 1,080,478 ,

' .

1

(1) For purposes of computing the ratio of earnings to 6xed charges," earnings" consists of net income plus interest charges, income taxes, |

and the estimated interest component of rents, " Fixed charges" consists of interest charges and the estimated interest component of |

- nna
(2) Represents ratios for the 12-month periods ended March 31. i

!
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Western Resources Selected Unaudited Pro Forma Combined Financial Information
~

The following selected unaudited pro forma combined financial information combines the consolidated,

balance sheets and income statements of Western Resources and KCPL as if the transactions had occurred for

| the period presented and were accounted for under the purchase method of accounting. The selected pro forma ;

information does not reflect any estimated cost savings or revenue enhancements that may result from the ;

j Transactions. The selected pro forma information is presented for illustrative purposes only and is not necessarily '

indicative of the financial position or results of operations that might have occurred had the Transactions actually'

taken place on the dates indicated, nor is it necessarily indicative of future results of operations or financial
*

position. See "UNAUDITED PRO FORMA COMBINED CONDENSED FINANCIAL INFORMATION."

Three Months Ended Year Ended
March 31.1998 December 31.1997(2)

*(dollars in thousands,
except ratio and per share data)

Western Resources Pro Forma Combined
Income Statement Data:

Sales............................................ $ 577.978 $3,047,708 f
Income from operations . . . . . . . . 98,039 349,904 '

. ..... . ........

Net income . . . . . . . . . . . . . . . . . 30.368 516,535.. .. . ..........

Earnings available for common stock . . . . . . . . . . . . . . . 29,420 512,745 !
L '

.. Basic earnings per common share . . . . . . . . . . . . . . . . . . . $ 0.29 $ 4.99
- Ratio of earnings to fixed charges . . . . . . . . . . . . . . . . . 3.54(1) 3.53x i

Ratio of earnings to fixed charges plus preferred dividend '

require me n ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.48(1) 3.46x.

'

Balance Sheet Data (end of period): )

' Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $11,281,471

| Long-term debt (net) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.219.101 !
Pre fere nce s toc k . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 50,000

i
Company-obligated mandatorily redeemable preferred

sec uri ti e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 370,000
;

j Common stock equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,408,960

| Book value per common share . . . . . . . . . . . . . . . . . . . . . . $ 33.10

f (1) Represents ratios for the 12-month period ended March 31,1998. 1

(2) It should also be noted that the selected pro forma income statement data for the year ended December 31,I

1997 includes special non-recurring charges totaling approximately $108 million.

|
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. Westar Energy Selected Unaudited Pro Forma Combined Financial Information

The following selected unaudited pro forma combined financial information combines the consolidated
balance sheet and income statement of KCPL and the statement of financial position and statement of operations

- of WREB as if the transactions had occurred for the period presented and were accounted for under the purchase
method of accounting. The selected pro forma information does not reflect any estimated cost savings or revenue
enhancements that may result from the Transactions. The selected pro forma information is presented for
illustrative purposes only and is not necessarily indicative of the financial position or results of operations that
might have occurred had the Transactions actually taken place on the dates indicated, nor is it necessarily
indicative of future results of operations or financial position. See "UNAUDITED PRO FORhtA COMBINED
CONDENSED FINANCIAL INFORMATION."

Three 3 Ionths Ended Year Ended
March 31,1998 December 31.1997(2)

(dollars in thousands,
except ratio and per share data)

Westar Energy Pro Forma Combined
Income Statement Data:

Sales......................................... $ 500,870 $2,125,927

Income from operations . . . . . . . . . . . . . . . . . . . . . . . . . . . 91,938 422.776

Net i nco me . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 28,892 109,592

' ": Earnings available for common stock . . . . . . . . . . . . . . . . . 28,892 109.592
'""

Basic earnings per common share . . . . . . . . . . . . . . . $ 0.09 $ 0.35 ;..

Ratio of earnings to fixed charges . . . . . . . . . . . . . . . . . . . 1.82x(l) 1.67x '

Balance Sheet Data (end of period):-
;

To tal asse ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $8.070,761

Othe: debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,000. ..... .

Log. term debt (net) . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.318,000

Company-obligated mandatorily redeemable preferred
securitie s . . . . . . . , . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 370,000 :

! Common stock equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.733,995 l
Book value per common share . . . . . . . . . . . . . . . . . . . . . . $ 8.79

(1) Represents the ratio for the 12-month period ended March 31,1998.
(2) It should also be noted that the selected pro forma income statement data for the year ended December 31.

1997 includes special non-recurring charges totaling approximately $108 million.'
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Western Resources and KCPL Pro Forma Comparative Per Share Information

The following table sets forth per share information of Western Resources and KCPL on a historical basis
and Western Resources on a pro forma combined basis. This table should be read in conjunction with the
historical consolidated financial statements and notes thereto contained in Western Resources' Quarterly Report
on Form 10-Q for the three months ended March 31,1998 and Annual Report on Form 10-K for the fiscal year
ended December 31,1997 and KCPL's Quarterly Report on Form 10-Q for the three months ended March 31,
1998 and Annual Report on Form 10-K for the fiscal year ended December 31,1997, and in conjunction with
the Western Resources unaudited pro forma combined condensed financial information and notes thereto

, |appearing elsewhere in this Joint Proxy Statement / Prospectus. The comparative per share information does not
reflect any estimated cost savings or revenue enhancements that may result from the Transactions. The
comparative per share information is presented for illustrative purposes only and is not necessarily indicative of
the financial position or results of operations that might have occurred had the Transactions actually taken place

*

on the dates indicated, nor is it necessarily indicative of future results of operations or financial position of the
stand-alone or combined entities. See "UNAUDITED PRO FORMA COMBINED CONDENSED FINANCIAL
INFORMATION." |

Three Months Ended Year Ended
, March 31.1998 December 31.1997
!

| Western Resources |

| Book value per common share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $30.84 $30.79 |.

[ ~

Basic earnings per common share . . . . . . . . . . . 0.45 7.51 '
. .. ... . ..

|r Dividends declared per common share 0.535 - 2.10........ . .. . ... . ...

| KCPL I

Book value per common share . . . . . . . . . . . . . . . . . . . . . $ 14.03 $14.19.....

Basic earnings per common share . . . . . . . . . . . . . . . . . . 0.22 1.18...... ...

| Dividends declared per common share . . . 0.405 1.62... ........... .

Western Resources Pro Forma Combined (unaudited)
Book value per common share (l) . . . . . . . . . . . . . . . . . . . . . . . . . . . $33.10 $33.15i

.

| Basic earnings per common share (l) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.29 4.99
i Dividends per common share (2) . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.535 2.14....

l
'

Western Resources Equivalent Pro Forma Combined (unaudited)(3)
Book value per equivalent common share . . . . . . . . . . . . . . . . . . . . . . . . . . $20.11 $20.14
Basic earnings per equivalent common share . . . . . . . . . . . . . . . 0.18 3.03.. ...

Dividends per equivalent common share . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.32 1.30

(1) Calculated assuming a Conversion Ratio of 0.60743 based on the closing price per share of Western
Resources Common Stock on June 8.1998 (the most recent date for which it is practicable to obtain market

, _ price data prior to printing this Joint Proxy Statement / Prospectus). The actual Conversion Ratio will be
,

'

|' based on a 20-day average of the high and low prices of Western Resources Common Stock ending on the
tenth NYSE trading day immediately preceding the KGE Effective Time.

'

(2) The pro forma dividends are based on Western Resources' current indicated annual dividend for 1998 of
,

$2.14.
(3) Equates pro forma combined per share amounts to the respective values for one share of KCPL Common

Stock by applying the Conversion Ratio of 0.60743 to pro forma combined per share amounts.

|
|
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KCPL and Westar Energy Pro Forma Comparative Per Share information
,

The following table sets forth per share information of KCPL on a historical basis and Westar Energy on ai

pro forma combined basis. This table should be read in conjunction with the historical consolidated financial
statements and the notes thereto contained in KCPL's Quarterly Report on Form 10-Q for the three months ended
March 31,1998 and Annual Report on Form 10-K for the fiscal year ended December 31,1997, the statement of
financial position and the statement of operations of WREB for the three months ended March 31,1998 and the
year en(ed December 31, 1997, and in conjunction with the Westar Energy unaudited pro forma combined

- condensed financial information and notes thereto appearing elsewhere in this Joint Proxy Statemen'JProspectus.

The comparadve per share information does not reflect any estimated cost savings or revenue enhancements that
may result from the Transactions. The comparative per share information is presented for illustrative purposes
only and is not necessarily indicative of the financial position or results of operations that might have occurred
had the Transactions actually taken place on the dates indicated, nor is it necessarily indicative of future results
of operations or financial position of the stand.alone or combined entities. See "UNAUDITED PRO FORMA
COMBINED CONDENSED FINANCIAL INFORMATION."

Three Months Ended Year Ended |
March 31,1998 December 31,1997

!
KCPL
Book value per common share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $14.03 $ 14.19 ;

,

0.22 1.18 ;Basic earnings per common share . . . . . . . . . . . . . . . . . . . . . . . . . . . . .*
:

0.405 1,62 |

i- Dividends per common share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .'

1

Westar Energy Pro Forma Combined (unaudited)
Book value per common share (l) . . . . . . . . . . . . . . . . . . . . $ 8.79 $ 8.83...... ..

,

Basic earnings per average common share (l) . . . . . . . . 0.09 0.35 4

.... . ...
3 N/A N/A
| Dividends per common share (2) . . . . . . . . . . . . . . . . ;.... .... ..

lWestar Energy Equivalent Pro Forma Combined (unaudited)(3) '

Book value per equivalent common share . . . . . . . . . . . . . . . . . . . . . . . $ 8.79 $ 8.83

Basic earnings per average equivalent common share . . . . . . . . . . . . . . 0.09 0.35

Dividends per equivalent common share (2) . . . . . . . . . . . . . . . . . . . . . . . N/A N/A

,

(1) Calculated assuming current KCPL shareholders receive one share of Westar Energy Common Stock for
each share of KCPL Common Stock currently held for an aggregate interest of 19.9% in Westar Energy.*

Based on current KCPL Common Shares outstanding, Westar Energy will have approximately 311 million
shares of common stock outstanding immediately following the Transactions.

(2) Westar Energy anticipates an initial annual dividend of $0.72 per common share. The actual dividend policy
of Westar Energy will be dependent upon economic conditions, profitability and other factors.

| (3) Equates pro forma combined per share amounts to the respective values for one share of KCPL Common

',;. Stock.,

I ~.~ '
*

!

*

,
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Comparative Market Prices and Dividends

Westem Resources Common Stock is traded on the NYSE under the symbol "WR." KCPL Common Stock
is traded on the NYSE under the symbol "KLT." The following table sets forth, for the periods indicated. the
high and low sales prices of KCPL Common Stock and Western Resources Common Stock as reported on the
NYSE Composite Tape and dividends declared on such stock.

KCPL Western Resources

fligh Low Dividends liigh Low Dividends
^

1995

First Quarter . . . . . . . . . . . . . . . . . . . . . . . . $24.500 $22.125 $0.380 $33.375 $28.625 $0.505

Second Quarter . . . . . . 24.125 22.125 0.380 32.500 30.250 0.505... . .....
|

Third Quarter . . . . . . . . . . . . . . . . . . . . . 24.375 21.125 0.390 32.875 29.750 0.505 -

Fourth Quarter . . . . . . . . . . . . . . . 26.625 23.500 0.390 34.000 31.000 0.505.. ..

1996

First Quarter . . . . . . . . . . . . . . $27.250 $24.000 $0.390 $34.875 $29.250 $0.515 i.. ..

Second Quarter . . . . . . . . . 27.750 23.625 0.390 30.750 28.000 0.515 |. ..
'

Third Quarter . . . . . . . 28.375 26.250 0.405 30.750 28.250 0.515. .... .. ..

Fourth Quarter . . . 29.375 26.500 0.405 31.750 28.625 0.515 ,................ ..

1997 !

First Quarter . . . . . . . . . . . 4.w.750 $28.000 $0.405 $31.500 $30.000 $0.525 (. . .. ..
.;

Second Quarter . 29.125 27.375 0.405 32.750 29.750 0.525 |. .. ... .. .

Third Quarter . . . . . . . . . . . . 29.813 28.438 0.405 35.000 32.25J 0.525 |... ..

Fourth Quarter . . . . . . . . . . . . . . . . . . . 29.938 27.375 0.405 43.438 33.625 0.525.

1998

First Quarter . . . . $31.625 $28.313 $0.405 $44.188 $40.000 $0.535... .. .. ......

Second Quarter (through June 8,1998) 31.500 28.063 0.405 42.688 36.875 0.535 |

The following table sets forth the closing prices per share of Western Resources Common Stock and KCPL |
Common Stock as reported on the NYSE composite transactions tape on March 18,1998, the last full NYSE
trading day before public announcement of the Merger Agreement, and on June 8.1998, the most recent date for
which it was practicable to obtain market price data prior to printing this Joint Proxy Statement / Prospectus.

Western Resources KCPL
Common Stock Common Stock

March 18,1998 $43.125 $30.688............. ....... ........ ... . .. .

June 8.1998 . . . . . . . 38.688 29.625. .. .. .. ............ . ... .. . .

The market prices of the KCPL Common Stock and the Western Resources Common Stock are subject to
fluctuation. KCPL shareholders and Western Resources shareowners are urged to obtain current market

,

quotations for the KCPL Common Stock and the Western Resources Common Stock.

.
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FORWARD LOOKING STATEMENTS

Certain statements contained in this Joint Proxy Statement / Prospectus, including any forecasts, projections,
descriptions of anticipated synergies, evaluations of trading values of newly issued securities referred to herein,
any statements preceded by, followed by or that include the words " believes," " expects," " anticipates,"
" intends," " estimates," " projects," and similar expressions, and other statements contained or incorporated by
reference herein regarding matters that are not historical facts, are or may constitute forward-looking statements
(as such term is defined in the Securities Act and the Exchange Act). Because such statements are subject to
risks and uncertainties, actual results may differ materially from those expressed or implied by such forward-
looking statements. All subsequent written and oral forward-looking statements attributable to Western
Resources, Westar Energy or KCPL (or persons acting on their respective behalfs) are expressly qualified in their
entirety by the cautionary statements set forth in this paragraph, Investors are cautioned not to place undue

,

reliance on such statements, which speak only as of the date hereof. Neither Western Resources nor Westar
Energy undertakes any obligation to release publicly any revisions to these fotward-looking statements to reflect
events or circumstances after the date hereof or to reflect the occurrence of unanticipated events. See also

" CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS."

..
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RISK FACTORS i

The following are certain factors that should be considered, in conjunction with the other information-

included in this Joint Proxy Statement / Prospectus, by the holders of KCPL Common Stock and Western
Resources Common Stock in evaluating the Transactions.

Uncertainty Regarding Trading Prices of Westar Energy Common Stock Following the Transactions

Upon consummation of the Transactions, holders of KCPL Common Stock as of the KCPL Effective Time .

will receive, among other things, shares of Westar Energy Common Stock in exchange for shares of KCPL )
Common Stock. 'niere has been no public trading market for the shares of Westar Energy Common Stock. I.

Westar Energy and Western Resources will apply for listing of the Westar Energy Common Stock on the NYSE. ;

However, there can be no assurance that an active trading market will develop or, if a trading market develops, |
that such market will be maintained, nor can there be any assurance of the prices at which the Westar Energy |,

Common Stock will trade and such trading prices may be higher or lower than those indicated by a public market
valuation analysis or a discounted cash flow valuation analysis. The trading price of the Westar Energy Common
Stock will be determined in the marketplace and may be influenced by many factors, including, among others,
Westar Energy's performance, investor expectations for Westar Energy, investor expectations of the dividend
payout of comparable electric utility companies, the trading volume in Westar Energy Common Stock, interest
rates and general economic and market conditions. The fact that Westar Energy is controlled by a significant
shareholder may cause Westar Energy to trade at a discount to its valuation.

] No Operating History as an Independent Company

Westar Energy does not have an operating history as a unified entity. Westar Energy also will have a new
management team comprised primarily of members of management of KPL, KCPL and KGE, in place at the

,

commencement of its operation as a public company. KPL and KGE have historically relied on Western'

| Resources for various financial and administrative services. After the Transactions, Westar Energy will require
its own lines of credit, banking relationships and administrative functions. Although Western Resources and
KCPL each believe that Westar Energy will operate efficiently as a public corporation following consummation
of the Transactions, there can be no such assurance.

I Uncertainty Regarding Volatility of Western Resources Common Stock Price

There may be a significant time delay between the date on which the shareowners of Western Resources
and KCPL vote for approval of the matters presented at their respective special meetings and the date of the
Western Resources Stock Distribution. During this time delay, the Western Resources Common Stock price may
be affected by general market conditions and other economic and business factors causing the Conversion Ratio

; and the related value of the Westem Resources Common Stock per share of KCPL Common Stock to fluctuate.

j Assuming that the Western Resources Index Price ranges from $29.78 to $58.47, the Conversion Ratio per share
could range from 0.722 to 0.449 and the implied value per share of the Western Resources Common Stock to:

I holders of KCPL Common Stock could range from $21.50 to $26.25.
% .

_ Uncertainty Regarding Western Resources' Regulatory Status
'

-

It is a condition to Western Resources' obligation to consummate the KGE mrger that Western Resources
| be reasonably satisfied that following the KGE Effective Time, it will be exempt from all of the provisions of '

| the 1935 Act other than Section 9(a)(2). Western Resources anticipates that, following consummation of the
Transactions, it will be exempt under Section 3(a)(1) of the 1935 Act pursuant to Rule 2 thereunder from all
provisions of the 1935 Act except Section 9(a)(2). To qualify for an exemption under Section 3(a)(1) of the 1935
Act, Westar Energy must be predominantly intrastate in character and carry on its utility business substantially
in the state in which both Westar Energy and Westem Resources are incorporated, Kansas. As a result of the
Transactions. Westar Energy will derive utility revenues from outside of the state of Kansas in an amount at the
high-end of the range of out-of-state utility revenues of utility subsidiaries of holding companies that have
claimed exemption from the 1935 Act under Section 3(a)(1) pursuant to Rule 2, which permits a company to

26

|

|

.. , ___, _ _ _ _ _ _ . _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __ _ _ _ - - _ _



claim exemption by making an annual filing with the Commission. Although Western Resources anticipates that
after the Transactions it will qualify for an exemption under Section 3(a)(1) of the 1935 Act pursuant to Rule 2,
there can be no assurance that the SEC will not challenge Western Resources' filing pursuant to Rule 2. Nothing
in the hierger Agreement would prevent Western Resources from becoming a registered holding company
following the consummation of the Transactions. If Western Resources were to become a registered holding
company, Western Resources and its subsidiary companies would be subject, in whole or in part, to extensive
regulatory and reporting requirements under the 1935 Act, relating to, among other things, the issue and sale of
securities, various charter amendments, the acquisition of any securities or utility assets or any interest in another
business, the disposition of utility assets, certain proxy solicitations, intrasystem fmancings and other affiliated
transactions. See " Tile htERGER AGREEhtENT-Conditions to Each Party's Obligation to Effect the KGE
hierger and the KCPL hierger-Conditions to the Obligations of Western Resources, KGE and Westar Energy
to Effect the KGE hierger."

Uncertainty Regarding Future Dividend Policies

Pursuant to the Merger Agreement, the dividend policy of Westar Energy will initially be set by the Westar
Energy Board so as to achieve a payout ratio that is consistent with comparable electric utility companies. There
can be no assurance, however, as to the level of Westar Energy dividend following the Transactions The
dividend policy of Westar Energy will also be dependent upon economic conditions, profitability and other
factors which will be considered by the Westar Energy Board from time to time. Moreover, the Western

,

Resources Board will set that company's dividend policy and there can be no assurance as to the level of Western
Resources * dividend following the Transactions.

Regulated Industry

Electric utilities have historically operated in a rate-regulated environment. Federal and state regulatory
agencies having jurisdiction over the rates and services of Western Resources, KCPL and other utilities are
initiating steps that are expected to result in a more competitive environment for utilities services. Increased ;

competition may create greater risks to the stability of utility earnings. In a deregulated environment, formerly
'

regulated utility companies that are not responsive to a competitive energy marketplace may suffer erosion in |

market share, revenues and profits as competitors gain access to their service territories. This anticipated (
!increased competitior, for retail electricity sales may in the future reduce Westar Energy's earnings. See

" MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS OF WESTERN RESOURCES ELECTRIC BUSINESS-Other Information-Competition and
Enhanced Business Opportunities."

In addition, consummation of the Transactions requires the approval of certain regulatory authorities, |

including the FERC. Western Resources and KCPL currently contemplate that the Transactions could be |

completed in the first half of 1999; however, there can be no assurance that they will have received all requisite
regulatory approvals prior to such time. Nor can there be any assurance that the Transactions will be
consummated or, if consummated, that they will occur by the first half of 1999. See "THE TRANSACTIONS-t

.

Regulatory Matters."

Control by the Principal Shareowner of Westar Energy

Upon consummation of the Transactions, Western Resources will own, assuming there are no Dissenting
Shares, 80.1% of the diluted outstanding shares of Westar Energy Common Stock. As a result of the
Transactions, Western Resources will generally be able to control the vote on all matters submitted to a vote of
the holders of shares of outstanding Westar Energy Common Stock, including the election of Westar Energy's
directors, amendments to the Westar Energy Articles and Westar Energy Bylaws and approval of significant
corporate transactions and other actions pertaining to Westar Energy which require approval of Westar Energy's
shareowners. Notwithstanding this fact, Western Resources has agreed to certain arrangements relating to the
election of directors of Westar Energy after the Closing. See "THE MERGER AGREEMENT-Standstill
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Arrangements." Additionally, Western Resources will be in a position to prevent a takeover of Westar Energy
by one or more third parties, which could deprive Westar Energy's shareowners of a control premium that might
otherwise be realized by them in connection with an acquisition of Westar Energy.

Stranded Costs

The defmition of stranded costs for a utility business is the investment in ad carrying costs on property,
plant and equipment and other regulatory assets which exceed the amount that can be recovered in a competitive
market. Westem Resources and KCPL currently apply accounting standards that recognize the economic effects
of rate regulation and record regulatory assets and liabilities related to their electric generation, transmission and .

distribution operations. It is presently expected that Westar Energy will apply these same accounting standards.
If Western Resources, Westar Energy, or KCPL, determine that they no longer meet the criteria of Statement of
Financial Accounting Standards No. 71, " Accounting for the Effects of Certain Types of Regulation" (SFAS ,

71), they may have a material extraordinary non-cash charge to operations. Reasons for discontinuing SFAS 71
accounting treatment include increasing cotcpetition that restricts a company's ability to charge prices needed to
recover costs already incurred and a significant change by regulators from a cost-based rate regulation to another
form of rate regulation. Western Resources and KCPL periodically review SFAS 71 criteria and believe their net
regulatory assets, including those related to generation, are probable for future recovery. If Western Resources,
Westar Energy or KCPL discontinue SFAS 71 accounting treatment based upon competitive or other events, it
may significantly impact the value of Western Resources *, Westar Energy's and KCPL's net regulatory assets
and Western Resources *, Westar Energy's and KCPL's utility plant investments, particularly the Wolf Creek
facility. See " MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS OF WESTERN RESOURCES ELECTRIC BUSINESS-Other Information-
Competition and Enhanced Business Opportunities" for initiatives taken to restructure the electric industry in
Kansas and KCPL's 1998 Annual Report on Form 10-K for further discussion.

Regulatory changes, including competition, could adversely impact Western Resources', Westar Energy's
i

; and KCPL's ability to recover their investment in these assets. As of December 31,1997, Westem Resources
and KCPL have recorded regulatory assets of approximately $380 million and $153 million, respectively, which
are currently subject to recovery in future rates. Of this amount, approximately $213 million and $123 million,
respectively, are receivables for future income tax benefits previously passed on to customers. The remainder of
the regulatory assets are items that may give rise to stranded costs including coal contract settlement costs,
deferred plant costs and debt issuance costs.

In a competitive environment, Western Resources, Westar Energy and KCPL may not be able to fully
recover their entire investment in Wolf Creek. Western Resources and KCPL each presently owns 47% of Wolf
Creek, and following the Transactions, Westar Energy will own 94% of Wolf Creek. Western Resources may
also have stranded costs from an inability to recover its environmental remediation costs and long-term fuel
contract costs in a competitive environment. If Western Resources, KCPL or Westar Energy determines that it
has stranded costs and cannot recover its investment in these assets, its future net utility income may be lower
than its historical net utility income unless it can compensate for the loss of such income with other measures. i

d

28

- ______-_____________-__ - ___ . _ _ _ - _ _ _ _ _ _ _ _ _ _ . .___- _ _ _ _ _ _ _ _ - _ _ - _ _ _ _ _ _ _ _ _ _ _ _ _ - _ _ _ _ _ _ - _ _ _ - _ _ - _ - - _ _



. _ _ - __ _ _ . _ - . . _ _ _ _ _ _ - _ _ _ - _ _ __ __ ___

_ _ . . _I

~ MEETINGS, VOTING AND PROXIES

This Joint Proxy Statement / Prospectus is being furnished to (i) the holders of KCPL Common Stock in
connection with the solicitation of proxies by the KCPL Board from the holders of KCPL Common Stock for
use at the KCPL Meeting and (ii) the holders of Western Resources Common Stock in connection with the
solicitation of proxies by the Western Resources Board from the holders of Western Resources Common Stock
for use at the Western Resources Meeting. This Joint Proxy Statement / Prospectus is also being furnished to the

holders of KCPL Common Stock in connection with the issuance of the Western Resources Common Stock and
the Westar Energy Common Stock in the Transactions.

The Western Resources Meeting

Purpose. At the Western Resources Meeting, holders of Western Resources Common Stock will be asked
to consider and vote upon: (i) a proposal to approve and adopt the 5ferger Agreement and the trasactionsa

contemplated thereby including, among others, the Western Resources Share issuance, the Contributions and the'

transfer of substantially all of the assets of Westem Resources to Westar Energy as a result of the Asset
Contribution and the KGE Merger; (ii) a proposal to approve the Articles Amendment; and (iii) such other
matters, if any, as may properly come before the Western Resources Meeting or any adjournment or
postponement thereof. The Western Resources Board does not know, as of the date of mailing of this Joint Proxy
Statement / Prospectus, of any other business to be brought before the Western Resources Meeting. The enclosed
proxy card authorizes the voting of shares represented by the proxy on all other matters that may properly come
before the Western Resources Meeting, and any adjournment or postponement thereof, and it is the intention of

.

- the proxy holders to take such action in connection therewith as shall be in accordance with their best judgment.
Pursuant to the Merger Agreement, the consummation of the Transactions is conditioned upon approval of
proposals (i) through (ii) above.

The Western Resources Board, by a unanimous vote, has approved the Merger Agreement and the
transactions contemplated thereby including, among others, the Western Resources Share Issuance, the
Contributions, and the transfer of substantially all of the assets of Western Resources to Westar Energy,
and the Articles Amendment and recommends that Western Resources shareowners vote "FOR" the
approval and adoption of the Merger Agreement and the transactions contemplated thereby, including
the Western Resources Share issuance, the Contributions, and the transfer of substantially all of the assets
of Western Resources to Westar Energy, and the Articles Amendment.

In considering the recommendation of the Western Resources Board with respect to the Transactions,
shareowners should be aware that certain members of Westem Resources' management and the Western

Resources Board have certain interests in the Transactions that are in addition to those of shareowners of Western
Resources generally. See "THE TRANSACTIONS-Interests of Certain Persons in the Transactions."

Date, Place and Time; Record Date. The Westem Resources Meeting is scheduled to be held at the
Bradbury Thompson Theater,1700 SW Jewell on the Washburn IJniversity Campus, Topeka, Kansas, at 10:00
a.m., local time, on July 30,1998. Holders of record of shares of Western Resources Common Stock at the close

of business on the Western Resources Record Date will be entitled to notice of and to vote at the Western
' Resources Meeting. At the close of business on the Western Resources Record Date, 65,562,074 shares of

~ Westem Resources Common Stock were issued and outstanding and entitled to vote. The Westem Resources
Meeting may be adjourned or postponed to another date and/or place for any proper purpose (including, without

. limitation, for the purpose of soliciting additional proxies).

Voting Rights; Quorum; Required Vote. Each outstanding share of Western Resources Common Stock is
entitled to one vote upon each matter presented at the Western Resources Meeting. A majority of the voting

l

power of the shares issued and outstanding and entitled to vote, present in person or by prosy, shall constitute a
quorum for the transaction of business at the Western Resources Meeting.

As provided under the KGCC, the Western Resources Articles, the Western Resources Bylaws and the rules
of the NYSE, as applicable, approval and adoption of the Merger Agreement and the transactions contemplated

|thereby, including the Western Resources Share Issuance, the Contributions, and the transfer of substantially all
of the assets of Western Resources to Westar Energy, and the Articles Amendment requires the affirmative vote f

1
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of a majority of the outstanding shares of Western Resources Common Stock. Abstentions and broker non-votes
will have the same effect as votes cast against approval and adoption of the Merger Agreement and the
transactions contemplated thereby, including the Western Resources Share issuance, the Contributions, and the
transfer of substantially all of the assets of Western Resources to Westar Energy, and the Articles Amendment.

Western Resources in its capacity as sole shareowner of KGE and Westar Energy has approved the
Contributions, the KGE Merger and the KCPL Merger. However, the KGE Merger will not be consummated
mless the shareowners of Western Resources approve all of the items listed above. Accordingly, a vote in favor
of such items will in effect be a vote in favor of the KGE Merger.

As of the Westem Resources Record Date, the directors and executive officers of Western Resources, -

together with their affiliates as a group, beneficially owned less than Ic/c of the issued and outstanding shares of
Western Resources Common Stock entitled to vote at the Western Resources Meeting.

Western Resources has agreed under the Merger Agreement to call for redemption before the KGE Effective -

Time all of the outstanding shares of Western Resources Preferred Stock at the applicable redemption price
therefor, together with all dividends accrued and unpaid through the applicable redemption dates. Accordingly,
the Western Resources Preferred Stock shall not be entitled to vote upon any matter to be considered at the
Western Resources Meeting.

Proxies. Holders of Western Resources Common Stock may vote either in person or by properly executed
proxy. By completing and returning the form of proxy, the Westem Resources shareowner authorizes the persons
named therein to vote all the Western Resources shareowner's shares on his or her behalf. All properly executed

- Western Resources proxies returned will be voted in accordance with the instructions indicated on such proxies.
'

If no instructions are given, the Western Resources proxies will be voted "FOR" approval and adoption of the
Merger Agreement, the Western Resources Share Issuance, the Contributions and the Articles Amendment. A
Western Resources proxy mr.y be revoked by voting in person at the Westem Resources Meeting, by written
notice to Western Resources' Corporate Secretary or by delivery of a later-dated proxy, in each case prior to the
closing of the polls for voting at the Western Resources Meeting. Attendance at the Western Resources Meeting
will not in itself constitute revocation of a proxy.

Western Resources will bear the cost of the solicitation of proxies for the Westem Resources Meeting,
except that KCPL and Western Resources shall share equally expenses incurred in connection with printing and
filing this Joint Proxy Statement / Prospectus. See "THE MERGER AGREEMENT-Expenses." Proxies may be
solicited by certain officers and employees of Westem Resources or its subsidiaries by mail, by telephone,
personally or by other communication, without compensation apart from their normal salaries. Western
Resources has retained Georgeson & Company Inc. to assist in the solicitation of proxies from Western
Resources shareowners, including brokers' accounts, at a fee for such services of approximately $11,500 plus
reasonable out-of-pocket expenses.

The KCPL Meeting
Purpose. At the KCPL Meeting, the holders of KCPL Common Stock will be asked to consider and vote

-

upon: (i) a proposal to approve and adopt the Merger Agreement, the KCPL Merger and the transactions
contemplated thereby; and (ii) such other matters, if any, as may properly come before the KCPL Meeting or

*

any adjournment or postponement thereof. The KCPL Board does not know, as of the date of mailing of this
Joint Proxy Statement / Prospectus, of any other business to be brought before the KCPL Meeting. The enclosed
proxy card authorizes the voting of shares represented by the proxy on all other matters that may properly come *

before the KCPL Meeting, and any adjournment or postponement thereof, and it is the intention of the proxy
holders to take such action in connection therewith as shall be in accordance with their best judgment. Pursuant
to the Merger Agreement, the consummation of the KGE Merger is conditioned upon approval of proposal (i)
above.

The KCPL Board has unanimously approved the Merger Agreement, the KCPL Merger und the
| transactions contemplated thereby, has authorized the execution and delivery of the Merger Agreement,

and recommends that KCPL shareholders vcte "FOR" approval and adoption of the Merger Agreement,
the KCPL Merger and the transactions contemplated thereby.
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In considering the recommendation of the KCPL Board with respect to the Transactions. shareholders
should be aware that certain members of KCPL's management and the KCPL Board have certain interests in the
Transactions that are in addition to or different from those of shareholders of KCPL generally. See "THE
TRANSACTIONS-Interests of Certain Persons in the Transactions."

Date. Place and Time: Record Date. The KCPL Meeting is scheduled to be held at the Gem Thm ir,
1615 E.18th Street, Kansas City, Missouri, at 10:00 a.m., local time, on July 30,1998. Holders of record of
shares of KCPL Common Stock at the close of business on the KCPL Record Date will be entitled to notice and
to vote at the KCPL Meeting. At the close of business on the KCPL Record Date,6,l,872,915 shares of KCPL
Common Stock were issued and outstanding and entitled to vote. The KCPL Meeting may be adjourned or

'

postponed to another date and/or place for any proper purpose (including, without limitation, for the purpose of
soliciting additional proxies).

Voting Rights Quorum: Required Vote. Each outstanding share of KCPL Common Stock is entitled to
one vote upon each matter presented at the KCPL Meeting. A majority of the voting power of the shares issued,
outstanding and entitled to vote, present in person or by proxy, shall constitute a quorum for the transaction of
business at the KCPL Meeting.

As provided under the MGBCL, the KCPL Articles, the KCPL Bylaws and the rules of the NYSE, as
applicable, the affirmative vote of the holders of two thirds of the outstanding shares of KCPL Common Stock
entitled to vote is required to approve and adopt the Merger Agreement and the KCPL Merger.

Since a two-thirds supermajority vote of all outstanding shares of KCPL Common Stock entitled to
_

vote is required to approve and adopt the Merger Agreement, the KCPL Merger and the transactions ,

!contemplated thereby, your vote is important. Under Missouri law, the failure to vote, abstentions and
broker non-votes will have the same effect as votes cast against approval and adoption of the Merger

.
Agreement and the KCPL Merger.

As of the KCPL Record Date, the directors and executive officers of KCPL, together with their affiliates as

a group, beneficially own less than 1% of the issued and outstanding shares of KCPL Common Stock entitled to
vote at the KCPL Meeting. As of the KCPL Record Date, Westem Resources did not beneficially own any shares

of KCPL Common Stock.

KCPL has agreed under the Merger Agreement to call for redemption before the KCPL Effective Time all
of its outstanding shares of preferred stock at the applicable redemption prices, together with all dividends
accrued and unpaid through the applicable redemption dates. Accordingly, the holders of shares of preferred
stock of KCPL (who do not also own shares of KCPL Common Stock) shall not be entitled to vote upon any
matter at the KCPL Meeting.

Proxies. Holders of KCPL Common Stock may vote either in person or by properly executed proxy. By
completing and returning the torm of proxy, the KCPL shareholder authorizes the persons named therein to vote
all of the KCPL shareholder's shares on his or her behalf. Issued and outstanding shares of KCPL Common
Stock, which are represented by properly executed proxies, will, unless such proxies have been revoked, be voted
in accordance with the instructions indicated in such proxies. If no instructions are indicated, such shares will be
voted "FOR" approval and adoption of the Merger Agreement and the KCPL Merger. A KCPL shareholder"

may revoke a proxy at any time prior to the KCPL Meeting by delivering to the Secretary of KCPL a notice of
revocation or a duly executed proxy bearing a later date or by attending the KCPL Meeting and voting in person.

,

Attendance at the KCPL Meeting will not in itself constitute revocation of a proxy.

KCPL wdl bear the cost of soliciting proxies for the KCPL Meeting, except that KCPL and Western
Resources shall share equally expenses incurred in connection with printing and filing this Joint Proxy
Statement / Prospectus and the Registration Statement. See "THE MERGER AGREEMENT-Expenses." In

| addition to soliciting proxies by mail, officers and employees of KCPL, without receiving additional
,

compensation therefor, may solicit proxies by telephone, by telecopy, by telegram or in person. KCPL has
retained Morrow & Con:pany to aid in the solicitation of proxies from the KCPL shareholders. The fee for such
services will be approximately $50,000 plus an additional fee for each shareholder contact and reimbursement
for reasonable out-of-pocket expenses.
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RECENT DEVELOPMENT

At the 1998 Western Resources Annual Meeting held on May 11,1998, Western Resources announced that

John E. Hayes, Jr. would retire from his position as Chief Executive Officer on July 1,1998 and David C. Wittig
would become the new Chief Executive Officer. |

TIIE TRANSACTIONS

Pursuant to the Merger Agreement, immediately prior to the KCPL Effective Time and as a condition .

precedent to the Mergers, Western Resources will transfer, or cause to be transferred, to KGE,(i) all of the right,
title and interest of Western Resources in, to and under the KPL Assets other than the Non-KPL Assets, and (ii)
an amount of Western Resources Common Stock equal to the issuance Number. No certificates or scrip ,

representing fractional shares of Western Resources Common Stock shall be contributed to KGE in the
Contributions. Concurrently with the Contributions, KGE will assume the Assumed Liabilities; provided, j

!however, that the Assumed Liabilities shall not include indebtedness for borrowed money of Western Resources
if KGE immediately prior to the KGE Effective Time already has indebtedness for borrowed money (including )
preferred stock) of $1.9 billion, it being understood by the parties that in no case shall the indebtedness for j

borrowed money (including preferred stock) of KGE exceed $1.9 billion immediately prior to the KGE Effective |

Time. 1

As of the KCPL Effective Time and as a condition precedent to the KGE Merger, KCPL wih be merged |
!

with and into Westar Energy, the separate corporate existence of KCPL will cease, Westar Energy will be the
i

surviving corporation and Westar Energy will continue its corporate existence under the laws of Kansas. As of

|
the KCPL Effective Time, each outstanding share of KCPL Common Stock (other than shares of KCPL Common

| Stock beneficially owned by KCPL either directly or through a wholly owned subsidiary and Dissenting Shares) ,

| will represent one share of Westar Energy Series A Common Stock. Immediately after consummation of the
'

Mergers, the outstanding shares of Westar Energy Series A Common Stock to be issued in the KCPL Merger
will constitute, assuming there are no Dissenting Shares,19.9% of the diluted outstanding shares of Westar
Energy Common Stock.

As of the KGE Effective Time which will occur immediately after the KCPL Effective Time, KGE will be
merged with and into Westar Energy, the separate corporate existence of KGE will cease, Westar Energy will be|

| the surviving corporation and Westar Energy will continue its corporate existence under the laws of Kansas. Each
outstanding share of KGE Common Stock will be converted into and become such number of shares of Westar
Energy Series B Common Stock representing, assuming there are no Dissenting Shares,80.1% of the diluted
outstanding shares of Westar Energy.

Immediately after the KGE Effective Time, Westar Energy will, in connection with the KGE Merger,

j distribute to holders of Westar Energy Series A Common Stock (i.e., the former KCPL shareholders) shares of

I the Western Resources Common Stock previously contributed to KGE in the Stock Contribution pursuant to the .

I Western Resources Stock Distribution. No certificates or scrip representing fractional shares of WesternI

- Resources Common Stock will be distributed and a holder of Westar Energy Series A Common Stock who would

otherwise have been entitled to a fractional share of Western Resources Common Stock will be entitled to receive ,

I a cash payment in lieu of such fractional share. In addition, immediately after the KGE Effective Time, Westar
Energy will distribute to Western Resources all of the outstanding shares of capital stock of KLT. Immediately
after the Western Resources Stock Distribution, each share of Westar Energy Series B Common Stock owned by
Westem Resources will automatically represent one fully paid and nonassessable share of Westar Energy Series
A Common Stock.
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Background of the Transactions

In October 1993, executives of KCPL and UtiliCorp and their respective advisors participated in a number

of meetings regarding a business combination involving the two companies. After an exchange and review of
confidential data, the two companies mutually agreed to cease consideration of a business combination at that

time.

KCPL and Western Resources had discussed the possibility of a merger at various times over the last four

years. In June 1994, KCPL and Western Resources exchanged confidential information in connection with
preliminary discussions regarding a possible business combination. Upon review of such confidential ,

information, KCPL advised Western Resources that it was not interested in pursuing a business combination with
Western Resources. However, Western Resources continued to believe that a combination with KCPL would

yield substantial benefits for the shareowners, employees and ratepayers of both companies. In February 1995
and again in May 1995, John Hayes, Chairman and Chief Executive Officer of Western Resources, wrote to Drue

-

Jennings, Chairman, President and Chief Executive Officer of KCPL, expressing Westem Resources' continued
interest in a combination with KCPL. In each case, Mr. Jennings responded that KCPL was not interested in

pursuing discussions with Western Resources.

During 1995, KCPL and UtiliCorp executives had several meetings to discuss the formation of joint
ventures in October 1995, the discussions between KCPL and UtiliCorp led the two companies to consider a

possible business combination. In November 1995, the boards of directors of each of KCPL and UtiliCorp
authorized the continuation of discussions relating to a business combination and the companies retained legal

,,

and fmancial advisors, executed a mutual confidentiality agreement and began conducting due diligence and

detailed negotiations.

During December 1995, UtiliCorp and KCPL continued their negotiations and due diligence investigations.
During this process KCPL was assisted by its financial advisor, Merrill Lynch, its legal advisor, Skadden Arps,
and its synergies consultant, Ernst & Young, in evaluating and structuring a merger with UtiliCorp. On December
14,1995, Mr. Hayes sent letters to each of Mr. Jennings and Mr. Richard C. Green, Jr., Chairman, President and
Chief Executive Officer of UtiliCorp, stating that Western Resources believed that KCPL and UtiliCorp were in
discussions concerning a possible combination and requesting an opportunity to meet with Mr. Jennings and Mr.
Green regarding a possible combination.

On January 19,1996, the boards of each of KCPL and UtiliCorp met and, following discussions with their
respective legal, financial and synergies advisors, approved a merger agreement (the " Original UtiliCorp
Agreement") providing for the merger of KCPL and UtiliCorp into a newly formed holding company. In the
merger, KCPL shareholders would receive one share and UtiliCorp shareholders would receive 1.096 shares in
the new company in exchange for each share held in KCPL and UtiliCorp, respectively.

On the day of announcement of the KCPUUtiliCorp Merger, Mr. Jennings telephoned Mr. Hayes to inform
him of this development. Mr. Hayes offered to meet with Mr. Jennings and discuss the possibility of a

*

combination with Western Resources, but such offer was declined by Mr. Jennings.

On April 9,1996, KCPL and UtiliCorp mailed a joint proxy statement / prospectus relating to their proposed
merger to the shareholders of both companies. Included in such joint proxy statement / prospectus were notices of ,

annual meetings of stockholders of KCPL and UtiliCorp establishing May 22,1996 as the date on which both
KCPL and UtiliCorp would have their respective annual meetings to consider and vote upon, among other things,
the merger of KCPL and UtiliCorp and related matters. Such joint proxy statement / prospectus disclosed that,
pursuant to the MGCBL, the affirmative vote of two-thirds of the outstanding shares of KCPL Common Stock
was required to approve the KCPUUtiliCorp merger.

In early 1996, Western Resources, with the assistance of its financial advisor, Salomon Brothers, and its
legal advisors, Sullivan & Cromwell and LeBoeuf, Lamb, Greene & MacRae, L.L.P. ("LeBoeuf. Lamb"),
continued to explore the benefits of a combination with KCPL. In January 1996, Western Resources had engaged
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Deloitte & Touche Consulting Group LLC ("Deloitte Consulting") to assist its management in the identification
and quantification of potential synergies that might result from a merger between Western Resources and KCPL.

1

At an April 13,1996 meeting of the Westem Resources Board, following discussions by Western Resources
management, Salomon Brothers, Sullivan & Cromwell and LeBoeuf Lamb, after which a representative of
Deloitte Consulting made brief comments regarding management's synergies analysis, the Western Resources
Board approved making a merger proposal (the " Original Proposal") to the KCPL Board pursuant to which
each outstanding share of KCPL Common Stock would be exchanged for $28.00 of Westem Resources Common I
Stock, subject to a collar fixing a minimum of 0.833 and a maximum of 0.985 shares of Western Resources |

IConunon Stock to be exchanged for each share of KCPL Common Stock.

On April 14,1996 Mr. Hayes telephoned Mr. Jennings to inform him that he was having delivered to Mr.
Jennings that afternoon a letter to the KCPL Board setting forth the terms of the Original Proposal and outlining
the benefits which Western Resources believed would be realized by a merger of KCPL and Western Resources.
Western Resources also publicly announced that it had made the Original Proposal to KCPL. |

A meeting of the KCPL Board was held on April 19,1996 and reconvened on April 21,1996 to consider
the Original Proposal. At this meeting, the KCPL Board received presentations concerning such proposal and j
background information concerning Westem Resources' business and operations from KCPL's management and |

its financial, legal and synergies advisors. On April 21, 1996, the KCPL Board, based upon the presentatiou i
given, the advice received and the considerations discussed at the meeting of the KCPL Board, determined that J

', further exploration of the Westem Resources proposal was not in the best interests of KCPL, its shareholders, its !

employees and its customers. Also on such date, the KCPL Board reaffirmed its approval of the Original j

UtiliCorp Agreement.

On April 22,1996, Mr. Jennings delivered to Mr. Hayes a letter stating that the KCPL Board had considered
and rejected Western Resources' proposal. Mr. Jennings also telephoned Mr. Hayes to inform him of the decision ,

of the KCPL Board. On that same day, Western Resources announced its intention to commence an offer to I

exchange shares of Western Resources Common Stock for shares of KCPL Common Stock on the terms set forth
in the Original Proposal. As part of such announcement, Western Resources also stated that it had filed a proxy 1

statement with the SEC for use in soliciting proxies from KCPL shareholders against the approval and adoption
of the merger agreement between KCPL and UtiliCorp. On May 3,1996, Western Resources' proxy statement |

became finit and Western Resources began soliciting proxies against the KCP11UtiliCorp merger.

On May 6,1996, the Western Resources Board met and, after discussions with management, Salomon
Brothers, Sullivan & Cromwell and LeBoeuf, Lamb, approved a proposal to provide greater price protection to
KCPL shareholders in the event that the price of Western Resources Common Stock increased. As amended, the
Western Resources offer provided that KCPL shareholders would receive not less than 0.910 nor greater than
0.985 shares of Western Resources Common Stock in exchange for each share of KCPL Common Stock.

On May 9,1996, the KCPL Board met in order to review the status of the Original UtiliCorp Agreement-

and the revised Western Resources proposal. At such meeting, the KCPL Board received presentations from its ;

management and financial and legal advisors regarding the recent developments and the financial and legal terms
of the Western Resources proposal. In addition, representatives from the Palmer Bellevue practice of Coopers & |

Lybrand Consulting ("CLC"), which had been retained by KCPL shortly after the announcement of the Western
Resources proposal, presented their analysis of Western Resources' estimate of the cost savings which could be
obtained in a merger of KCPL and Western Resources and compaled such savings with Ernst & Young's analysis l

of the savings obtainable in a merger of KCPL and UtiliCorp.

During the period beginning on May 10,1996 and ending on May 19, 1996, various meetings were held
between executives of KCPL and UtiliCorp to discuss a possible revision of the exchange ratios in the
KCP11UtiliCorp merger, certain changes to the structure of such merger and other possible changes to the terms
of such merger. On May 18, 1996, representatives of KCPL and UtiliCorp agreed to recommend to their
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respective Boards of Directors an amended merger agreement (the " Amended UtiliCorp Agreement") which ]
provided that a subsidiary of KCPL would be merged with and into UtiliCorp, followed by a subsequent merger ;

of UtiliCorp with and into KCPL. In the Amended UtiliCorp Agreement, UtiliCorp shareholders would receive
one share of KCPL Common Stock in exchange for each share of UtiliCorp common stock and KCPL
shareholders would retain their shares without change.

,

On May 20,1996, the KCPL Board met to consider the Amended UtiliCorp Agreement. At this meeting.
KCPL's senior management and financial and legal advisors discussed the material aspects of the proposed
merger with UtiliCorp. After considering and discussing the various presentations that were made at the meeting
and at prior meetings as well as the recommendation of KCPL's management, the KCPL Board approved the .

Amended UtiliCorp Agreement and the transactions contemplated thereby and directed that the proposals to
approve the Original UtiliCorp Agreement and related transactions be removed from the agenda of the KCPL
annual meeting of shareholders to be held on h!ay 22,1996.

,

Also on May 20,1996, the UtiliCorp board of directors approved the Amended UtiliCorp Agreement and
the parties announced that they had entered into such agreement. Accordingly, on May 20,1996, KCPL withdrew
the Original UtiliCorp Agreement from consideration at the May 22,1996 KCPL annual meeting and announced
that KCPL shareholders would vote on the issuance of KCPL Common Stock necessary to effect the restructured
KCPIJUtiliCorp merger at a special meeting of KCPL shareholders. In such announcement, KCPL stated that
the affirmative vote of a majority of the shares of KCPL Common Stock would be necessary to approve the
issuance of shares of KCPL Common Stock required to effect the restructured KCPUUtiliCorp merger.

.. ;

In addition, on May 20,1996, KCPL instituted a legal proceeding in the United States District Court for the
Western District of Missouri (the " District Court") against Western Resources seeking, among other things, a
declaration as to the validity of the Amended UtiliCorp Agreement. On June 7,1996, Western Resources filed
an answer to KCPL's complaint as well as a counterclaim seeking, among other things, a declaration that the*

MGBCL requires the approval of the Amended UtiliCorp Agreement by the affirmative vote of two-thirds of the
outstanding shares of KCPL Common Stock.

On June 12,1996, the Western Resources Board met and, following discussions with Western Resources'
management, Salomon Brothers Sullivan & Cromwell and LeBoeuf, Lamb, approved management's proposal to
increase the offer to KCPL shareholders to $31.00 of Western Resources Common Stock per share of KCPL
Common Stock, subject to a minimum of 0.933 and a maximum of 1.100 shares of Western Resources Common

Stock for each share of KCPL Common Stock (the " Western Resources Offer").

Mr. Hayes made this revised proposal on behalf of Western Resources in a letter to Mr. Jennings dated
June 17,1996. Also on June 17,1996, Western Resources released a supplement to its proxy statement soliciting

| the votes of KCPL shareholders against the Amended UtiliCorp Agreement.
|

The KCPL Board met on June 24,1996 to consider Western Resources' revised proposal and, following

: presentations by KCPL's management and KCPL's legal advisors, determined not to accept such proposal.4 ,,

- Accordingly, on such date, Mr. Jennings had delivered to Mr. Hayes a letter stating that the KCPL Board had
rejected the Western Resources Offer After delivery of the letter, Mr. Jennings telephoned Mr. Hayes to inform,

him of the decision of the KCPL Board.
,

On June 29, 1996 and July 1,1996, respectively, KCPL and UtiliCorp mailed a revised joint proxy
statement / prospectus to their respective shareholders announcing that KCPL shareholders would vote on the
Amended UtiliCorp Agreement at a meeting to be held on August 7,1996 and UtiliCorp stockholders would
vote on such agreement at a meeting to be held on August 16,1996.

On July 3,1996, Western Resources' Registration Statement on Form S-4 containing the Western Resources
prospectus relating to its exchange offer to KCPL shareholders was declared effective by the SEC. On July 8,
1996, Western Resources formally launched its exchange offer for shares of KCPL Common Stock by filing with
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the SEC a Tender Offer Statement on Schedule 14D l. The Western Resources Offer was scheduled to expire

,

on September 20,1996.

The KCPL Board reviewed and deliberated the terms of the Westem Resources Offer with its legal and
,

financial advisors at its boant meeting on July 9,1996, and thereafter, by unanimous vote of those directors
present, determined that the Western Resources Offer was not in the best interests of KCPL and its shareholders,
customers, employees and other constituencies. Accordingly, the KCPL Board recommended that KCPL
shareholders reject the Western Resources Offer and not tender their shares. On July 9,1996, KCPL filed a
Solicitation / Recommendation Statement on Schedule 14D-9 setting forth KCPL's recommendation that KCPL
shareholders not tender their shares into the Western Resources Offer and vote their shares in favor of the
Amended UtiliCorp Agreement at the KCPL special meeting.

On August 2,1996, the Distnct Court held that the Amended UtiliCorp Agreement required the affirmative
vote of two-thirds of the outstanding shares of KCPL Common Stock, rather than the vote of a majority of shares
of KCPL Common Stock represented at a meeting at which a quorum is present.

In order to provide KCPL shareholders additional time to consider the District Court's ruling, KCPL
announced on August 5,1996 that it would postpone the scheduled August 7,1996 special shareholder meeting
for consideration of the Amended UtiliCorp Agreement.

The KCPL Board met on August 6,1996. At this meeting, representatives of Skadden Arps discussed the
;

implications of the District Court's ruling and the SEC's requirement that the August 7,1996 special meeting be
postponed in order to give KCPL shareholders time to consider the District Court's ruling. In addition,
representatives of D.F. King & Co., KCPL's proxy solicitor, reported on the status of the solicitation process.

. The KCPL Board thereafter decided to postpone the special shareholder meeting until August 16,1996, at which
time the Amended UtiliCorp Agreement would be considered for adoption and approvat

At the special meeting of UtiliCorp stockholders held on August 14, 1996, the UtiliCorp stockholders
approved the Amended UtiliCorp Agreement. The special meeting of KCPL shareholders to vote on the
Amended UtiliCorp Agreement was duly held in Kansas City, Missouri on August 16, 1996. The shareholder
votes cast at the KCPL special meeting were tallied by The Corporation Trust Company ("CT"), an independent
inspector of corporate elections. The results of the vote on such agreement were not immediately known.

On August 30,1996, Western Resources announced the extension of its exchange offer to October 25,1996
and disclosed that 1.2 million shares of KCPL Common Stock had been tendered into the Western Resources
Offer.

On September 10,1996, the KCPL Board met to discuss the status of the Western Resources Offer and the
Amended UtiliCorp Agreement. At this meeting, representatives of Skadden Arps advised the KCPL Board of
its obligations under the Amended UtiliCorp Agreement in the event that shareholder approval of the Amendedy7,

"

UtiliCorp Agreement was not obtained, and Merrill Lynch discussed with the KCPL Board certain strategic
alternatives which might be available to KCPL in the event that such approval was not obtained.

,

On September 12,1996, CT announced the results of its preliminary tally of the shareholder votes at the
August 16, 1996 KCPL special meeting. According to figures provided by CT, the Amended UtiliCorp
Agreement did not rceive the required shareholder approval. CT's final tabulation, released on September 17,
1996, confirmed this preliminary tally. On September 18, 1996, KCPL announced that it had terminated the
Amended UtiliCorp Agreement in accordance with the terms thereof.

On October 27,1996, Western Resoures announced the extension of its exchange offer to November 15,
1996, and disclosed that more than 27.1 million shares, or 44% of the total number of outstanding shares, of

KCPL Common Stock had been tendered into the Western Resources Offer.
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At a meeting of the KCPL Board held on November 5,1996, the KCPL Board discussed the Westem
Resources Offer and concluded that Mr. Jennings and representatives of the KCPL Board should meet with Mr.

Hayes and representatives of the Western Resources Board. The KCPL Board discussed the proposed meeting
with representatives of Skadden Arps and Merrill Lynch.

On November 15, 1996, Mr. Jennings and representatives of the KCPL Board met with Mr. Hayes and

representatives of the Western Resources Board. Topics of discussion included, among other things, Western
Resources' business and prospects and Westem Resources' proposal to combine with KCPL. At the conclusion
of this meeting, Mr. Jennings invited Mr. Hayes to speak to the KCPL Board regarding such matters. On
November 15,1996, subsequent to this meeting, Westem Resources and KCPL issued a joint press release stating

.

that their representatives had met and that they had a cordial discussion regarding a proposed transaction between
the two companies and agreed to meet again in the near future.

*

On November 18, 1996, Western Resources extended the expiration date of its exchange offer to
December 6,1996, and announced that 29.2 million shares, or 47% of the total number of outstanding shares, of

|

KCPL Common Stock had been tendered into the Western Resources Offer.

A meeting of the KCPL Board was held on November 25,1996, to meet with representatives of Western
Resources. The meeting was attended by Mr. Hayes and representatives of the Western Resources Board. Mr.
Hayes discussed certain financial and other relevant information. Thereafter, Mr. Hayes and the other Western
Resources representatives left the meeting and the KCPL Board, after discussing the information presented,
determined that additional financial information was necessary in order to fully evaluate Western Resources''

proposal and requested Merrill Lynch's assistance in such evaluation.

At a special meeting of the KCPL Board held on December 5,1996, a Merrill Lynch representative
presented to the KCPL Board publicly available financial and business information regarding Western Resources.-

The KCPL Board discussed this information with its advisors and authorized Merrill Lynch to begin a due
diligence review of Western Resources' fmancial information. The KCPL Board also identified certain issues
that needed to be resolved prior to entering into a confidentiality agreement with Western Resources and directed

Mr. Jennings to contact Mr. Hayes to initiate discussions regarding these issues.

Over the weekend of December 6,1996, Mr. Jennings and Mr. Hayes began to discuss the price that would

be paid per share of KCPL Common Stock in a negotiated merger agreement between the two companies, the
collar that would apply to such price, and KCPL's desire to secure the right to terminate any such merger
agreement in the event that Western Resources' stock price fell below the limit of the collar. Mr. Jennings
reported on these conversations at a special meeting of the KCPL Board held on December 9,1996. The KCPL
Board, after reviewing the information discussed by Mr. Jennings, authorized the officers of KCPL to enter into

| an appropriate confidentiality agreement with Western Resources and to begin a due diligence review of Western
,

'

Resources.

On December 7,1996, Western Resources provided to KCPL an initial draft of a merger agreement .

-; ,
providing for the merger of KCPL with and into Western Resources.>

On December 9,1996, Western Resources announced the extension of its exchange offer to December 13, *

1996, and that 29.5 million shares, or 47.6% of the total number of outstanding shares, of KCPL Common Stock
had been tendered into the Western Resources Offer. The companies also announced on December 9,1996 that

merger discussions were in progress.

On December 13,1996, Western Resources announced the extension of the expiration date of its exchange

offer to January 15,1997, and that 29.6 million shares, or approximately 48% of the total number of outstanding
shares, of KCPL Common Stock, had been tendered into the Western Resources Offer. Western Resources'
announcement also stated that merger discussions between KCPL and Western Resources had continued during

the prior week and that Western Resources would refrain from actively soliciting further tenders of KCPL shares.
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On December 20.1996, KCPL and Western Resources executed a reciprocal confidentiality agreement.

On January 8,1997, representatives of Western Resources and KCPL and their respective legal and financial
advisors met in Kansas City, Missouri to discuss the draft merger agreement. Following this meeting, the parties
contmued to negotiate the draft merger agreement.

A meeting of the KCPL Board was held on January 14,1997, to discuss the status of the merger negotiations
with Western Resources. Mr. Jennings reported on certain outstanding Usues on which the negotiations were
focused, and represen;atives of Skadden Arps sununarized the terms and implications of the draft merger
agreement. Representatives of Merrill Lynch reviewed for the KCPL Board various financial and other
information regarding the financial terms of the draft merger agreement and Western Resources * business and
recent strategic transactions. The KCPL Board discussed transactions announced by Western Resources during
the preceding month and the KCPL Board requested that Merrill Lynch continue its review and evaluation of,

such transactions. Mr. Jennings pointed out that Western Resources' entry into the home security industry was
transforming Westem Resources into a more diversified and dynamic company and, therefore, a more attractive
merger partner.a

j On January 15, 1997, Western Resources and KCPL announced that their merger negotiations were
continuing and that Western Resources would extend the expiration date of its exchange offer to February 5,a

1997. Western Resources also disclosed that 30.2 million shares, or approximately 49% of the total number of
outstanding shares, of KCPL Common Stock had been tendered into the Western Resources Offer.,

! During the period from January 27,1997 to January 31,1997, representatives of Western Resources, KCPL
and their respective legal and financial advisors continued their negotiations.4

On February 4,1997, the Western Resources Board met to consider the draft merger agreement. At this
meeting Salomon Brothers reviewed the economic and financial position of Western Resources and KCPL, the
financial impact on Western Resources of the proposed merger and certain other information and provided its
oral opinion to the Western Resources Board that as of such date and based upon the assumptions made, matters
considered and the limits of review as set forth in such opinion, the conversion ratio was fair to Western
Resources from a financial point of view. In addition, at the meeting Sullivan & Cromwell reviewed certain legal <i

|aspects of the draft merger agreement, Deloitte Consulting discussed the synergy estimates for the merger of
'

KCPL and Western Resources made by the management of Western Resources, and the management of Western
Resources reviewed the strategic rationale for the proposed merger and the regulatory process required to gain
approval for the proposed merger. Following such meetings, the Western Resources Board approved the draft
merger agreement in the form presented to it and authorized the management of Western Resources to execute
and deliver the merger agreement. subject to the satisfactory resolution of certain outstanding issues.

On February 4,1997, the KCPL Board met and reviewed the status of the negotiations with Western
Resources. Representatives of Mt.rrill Lynch reviewed for the KCPL Board various financial and other
information and representatives of Skadden Arps summarized the terms of the draft merger agreement and
discussed certain issues that remained unresolved.

.

On February 6,1997, KCPL and Western Resources jointly announced that merger negotiations were
continuing between the two companics and that Western Resources was extending the expiration date of its
exchange offer to February 7,1997. As of February 6,1997,30.3 million shares, or approximately 49% of the
total number of outstanding shares, of KCPL Common Stock had been tendered into the Western Resources
Offer. KCPL and Western Resources representatives continued to negotiate certain unresolved issues on the
evening of February 6,1997. IJitimately, the parties reached agreement on these remaining points.

On February 7,1997, a telephonic meeting of the KCPL Board was held. At such meeting, Mr. Jennings
described to the KCPL Board the resolution of those issues that were still open as of the KCPL Board's February
4,1997 meeting. Merrill Lynch representatives delivered an oral opinion to the KCPL Board, which opinion was
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subsequently confirmed in a written opinion dated as of February 7,1997, to the effect that, as of such date and
based upon the assumptions made, matters considered and the limits of review as set forth in such opinion, the
conversion ratio was fair to the holders of KCPL Common Stock (other than Western Resources and its affiliates)
from a fmancial point of view, After discussing the issues raised at such meeting as well as the recommendation
of KCPL's management, the KCPL Board unanimously approved the proposed merger agreement with Western
Resources and the transactions contemplated thereby and authorized the execution of such merger agreement.
The merger agreement was executed by both parties on February 7,1997 (the " Original Merger Agreement").

From April 28,1997 through August 29,1997, KCPL, Western Resources and their respective legal and
*

financial advisors met on various occasions to discuss the possibility of restructuring the transactions
contemplated by the Original Merger Agreement to create a holding company structure. On August 29,1997,
after a telephone conversation between Messrs. Hayes and Jennings, the parties agreed to discontinue such
discussions and to proceed with the structure set forth in the Original Merger Agreement. .

In September 1997, Western Resources and KCPL prepared and filed with the SEC preliminary proxy
materials for their respective shareowner meetings pursuant to the Original Merger Agreement. In late October

|
1997, Western Resources and KCPL received written comments from the SEC on the preliminary proxy

|
materials. From late October until early November, Western Resources and KCPL worked together to revise the

preliminary proxy materials in response to the SEC comments. On November 7,1997, Westem Resources and
KCPL filed revised preliminary proxy materials with the SEC. In mid-November 1997, Western Resources and

..
KCPL each set record dates for their respective shareowner meetings to be held on January 21,1998.

On December 10, 1997, representatives of Western Resources notified KCPL that representatives of
Salomon Smith Barney had indicated that they believed it was unlikely that Salomon Smith Barney would be in

,
a position to issue the updated faimess opinion that was a condition to the mailing of the proxy materials to the

| shareowners of Westem Resources and KCPL. Consequently, Western Resources * representatives proposed new
I economic terms and a new structure for the transaction.

On December 10,1997, the KCPL Board held a meeting to review and evaluate the new transaction terms

proposed by Western Resources. The KCPL Board concluded that further discussions were necessary with
Westem Resources and Salomon Smith Barney to evaluate more fully the reasons for the likelihood that Salomon
Smith Barney would be unable to issue an updated faimess opinion pursuant to the Original Merger Agreement
before altering the economic terms or structure of the transactiona contemplated by the Original Merger
Agreement.

During the period from December 10,1997 to December 19,1997, representatives of Western Resources,
KCPL, Salomon Smith Barney and Merrill Lynch had numerous discussions and meetings, including meetings
between Salomon Smith Barney and Merrill Lynch at which representatives of Salomon Smith Bamey discussed
the various analyses Salomon Smith Barney performed that caused such representatives to indicate that they
would not recommend to the fairness committee of Salomon Smith Barney that Salomon Smith Barney render
an updated fairness opinion on the terms of the Original Merger Agreement and that made it unlikely, in the -

'

representatives' view, that Salomon Smith Barney would be able to render such updated fairness opinion on the
- terms of the Original Merger Agreement. Such analyses included: (i) relative valuations of Western Resources

and KCPL, including relative public market valuations, taking into account a control premium for KCPL and the .

present value of identified synergies, and relative discounted cash flow valuations considering the present value
of such synergies; (ii) an analysis of the increase in strength of Western Resources' future earnings relative to
those of KCPL; (iii) an analysis of changes in the business mix of Western Resources since execution of the
Original Merger Agreement, including the increasing size of Western Resources' unregulated businesses and the
growth prospects and valuation of those businesses relative to the traditional regulated businesses of Western
Resources and KCPL; (iv) an analysis of the implications for Western Resources of its investment in ONEOK,

; including the increased market value;(v) an analysis of the implications for Western Resources of its acquisition
of Protection One, which resulted in Western Resources becoming the second largest monitored security
company in the United States; (vi) an analysis of the impact on Western Resources of the liquidation of its
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investment in Tyco International; and (vii) an analysis of the impact of the terms of the Original hierger
Agreement on Western Resources * future earnings. After discussing such analyses, the representatives of
Salomon Smith Barney expressed serious doubt that, based on its work to date, Salomon Smith Barney would be
able to render the necessary updated fairness opinion. Based upon such discussions, hierrill Lynch advised KCPL
of its determination that Salcmon Smith Barney would not render such an updated fairness opinion. Thereafter,
Western Resources and KCPL agreed to cssider whether the transaction could be restructured in a manner
acceptable to both parties.

On December 19, 1997, Westem Resources and KCPL jointly artnounced that representatives of Salomon
Smith Bamey had indicated that they believed it was unlikely that Salomon Smith Bamey would be in a position
to issue a faimess opinion with respect to the terms of the merger contemplated by the Original hierger
Agreement if the issue of the fairness of such transaction to Western Resources were formally submitted to the <

fairness committee of Salomon Smith Barney and that they had canceled their respective January 21, 1998
shareowner meetings. Western Resources and KCPL at that time stated that they would meet in good faith to
discuss the matter and work together constructively to resolve the matter on a basis that would be fair to
shareowners of both companies, l

On December 29,1997, the senior managements of Western Resources and KCPL met in New York to
discuss further the material aspects of possible revisions to the Original hierger Agreement.

[ During the period beginning on January 10, 1998 and ending on February 19, 1998, representatives of
| Westem Resources and KCPL met in person and exchanged various correspondence in which they discussed ,

'

possible transaction structures which would achieve the shared strategic goals of Western Resources and KCPL
while at the same time providing terms which would be fair to Western Resources and its shareowners on the
one hand and to KCPL and its shareholders on the other hand,

On February 19, 1998, Western Resources delivered to KCPL a draft amended and restated merger i

agreement (the " Draft hierger Agreement") which addressed most of the issues Western Resources and KCPL |

had decided were crucial to a mutually beneficial transaction. On February 26,1998, the KCPL Board met to
i

review the Draft hierger Agreement. At this meeting, KCPL's legal advisors from Skadden Arps reviewed and I

discussed with the KCPL Board the material terms, conditions and other legal aspects of the Draft hierger j
Agreement. Additionally, Skadden Arps also reviewed and discussed with the KCPL Board the various
regulatory approvals necessary to consummate the Transactions ;n their revised form and the process that could

| be necessary to gain such approvals. After consultation with KCPL's management and legal and financial
|! advisors, the KCPL Board authorized further negotiation of the few issues the KCPL Board identified as

remaining open. During the period from February 26,1998 to htarch 17, 1998, Western Resource and KCPL
and their respective legal counsel and financial advisors negotiated the remaining open issues in the Draft N1erger
Agreement and drafted a revised Draft hierger Agreement (the " Revised Draft hierger Agreement").

:. :

On blarch 18, 1998, the Westem Resources Board met to consider the Revised Draft hierger Agreement
and the terms of the consideration, including the conversion ratios and collar provisions, proposed to be paid to
KCPL shareholders. The Western Resources Board considered the terms of the proposed consideration on the
whole and did not specifically identify or discuss any particular conversion ratio, collar range or Western
Resources Index Price. At this meeting, Salomon Smith Barney reviewed the economic and financial position of

| Western Resources and KCPL, the financial impact on Western Resources and Westar Energy of the proposed
Transactions and certain other informatien. At such meeting, Salomon Smith Barney provided its oral opinion to
the Western Resources Board, which was confirmed in writing, that as of such date and based upon the
assumptions made, matters considered and the limits of review as set forth in such opinion, the Aggregate
Consideration was fair to Western Resources from a financial point of view. In addition, at the meeting Sullivan
& Cromwell reviewed certain legal aspects of the Revised Draft h!erger Agreement. Western Resources
management reviewed with the Western Resources Board the strategic rationale for the proposed Transactions,
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certain terms of the Revised Draft Nterger Agreement and the regulatory process required to gain approval for
the proposed Transactions. Following such presentations, the Western Resources Board unanimously approved
the Revised Draft hierger Agreement in substantially the form to it and authorized the management of Western
Resources to execute and deliver the Revised Draft hierger Agreement.

On 51 arch 18,1998, the KCPL Board met to review the Revised Draft hierger Agreement and the terms of
the consideration, including the conversion ratios and collar provisions, proposed to be paid by Western
Resources to be certain all outstanding issues had been addressed. At the meeting, Skadden Arps reviewed with
the KCPL Board how various open issues in the Draft Merger Agreement were resolved. Representatives of ,

Merrill Lynch made a presentation to the KCPL Board that included a discussion of its valuation methodologies
and analyses used in arriving at its opinion. Merrill Lynch also delivered its oral opinion, which opinion was
subsequently confirmed in a written opinion dated as of March 18,1998, to the KCPL Board to the effect that, *

as of such date, and based upon the assumptions made, matters considered and limits of review as set forth in
such opinion, the proposed Aggregate Consideration was fair to such holders from a financial point of view. The
KCPL Board considered the terms of the proposed consideration on the whole and did not spscMically identify
or discuss any particular conversion ratio, collar range or Western Resources index Price. However, in making
its determination, the KCPL Board considered the analyses of Merrill Lynch summarized below under

-Opinion of KCPL's Financial Advisor" which included, among other things, an evaluation of the Aggregate"

Consideration implied by a range of trading values of the Western Resources Common Stock, including those
values implied by the high and low end of the collar mechanism, and also considered the opinion of Merrill

, Lynch to the effect that, as of the date of such opinion, the proposed Aggregate Consideration to be received by
the holders of KCPL Common Stock (other than Western Resources and its affiliates) was fair to such holders
from a financial point of view. The KCPL Board, having concluded that the Revised Draft Merger Agreement
and the transactions contemplated thereby were in the best interests of IcCPL and its shareholders, unanimously

approved the same and decided to recommend to the KCPL shareholders that they vote "FOR" approval and
adoption of the Revised Draft Merger Agreement (which,in its approved form, became the Merger Agreement),
the KCPL Merger and the transactions contemplated thereby.

Reasons for the Transactions; Recommendations of the Boards of Directors

In considering the recommendations of the Western Resources Board and the KCPL Board with respect to
the Transactions, shareowners should be aware that certain members of Western Resources, and KCPL's
respective managements and Boards of Directors have certain interests in the Transactions that are in addition to
tdr interests as shareowners of Western Resources and KCPL. See " SUMMARY-Interests of Certain Persons
in the Transactions."

KCPL. The KCPL Board has unanimously concluded that the Transactions are fair to, and in the best
interests of, KCPL, its shareholders and other constituencies, and unanimously recommends that KCPL
shareholders vote "FOR" the Merger Agreement and the KCPL Merger. The KCPL Board believes that the -

transactions contemplated by the Merger Agreement will provide an opportunity for KCPL shareholders to
participate, through their ownership of Western Resources Common Stock, in the growth of a larger, more
diversified and strategically positioned holding company. The growth at Western Resources is expected to derive ,,

from diversification into unregulated businesses, including Westem Resources' investment in Protection One,
which is the second largest security alarm monitoring service provider in the U.S. and its investment in ONEOK,
which provides natural gas transmission and distribution services in Oklahoma and Kansas and is the eighth.
largest natural gas distribution company in the U.S.; reduced regulatory and business risk due to such
diversification; and the long term financial capability of a larger company. The growth at Westar Energy is
expected to derive from operating efficiencies obtained from economies of scale resulting from the combination
of KCPL's electric utility operations with KPL and KGE. The KCPL Board believes that these factors will
combine to offer shareholders improved opportunities for earnings while diversifying the risks to which KCPL

is currently subject.
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In reaching its decision to approve and adopt the hierger Agreement, the KCPL Board considered a number
of factors including, but not limited to, those listed below.

Nierrill Lynch, KCPL's financial advisor, delivered to the KCPL Board its oral opinion, which opinion was*

subsequently confirmed in a written opinion dated as of Starch 18, 1998, to the effect that, as of such date
and based upon the assumptions made, matters considered and limits of review as set forth in such opinion,
the proposed Aggregate Consideration was fair to the holders of KCPL Common Stock (other than Western
Resources and its affiliates) from a financial point of view. See "SUhth!ARY--Opinions of Financial
Advisors-KCPL" and " Tile TRANSACTIONS-Opinion of KCPL's Financial Advisor." A copy of
hierrill Lynch's opinion is attached hereto as Annex C and KCPL shareholders are urged to read such
opinion in its entirety.

The KCPL Board believes that the electric utility indt itry is being transformed by consumer demand and*

legislative and regulatory reforms that are leading to greater competition. As a result, public utility*

companies face increased business risks and limits to their ability to grow earnings through rate base
increases and must pursue opportunities that reduce risk and create new avenues for earnings growth. The
KCPL Board believes that Western Resources is pursuing a diversification strategy that,if successful, will l

enable Western Resources to compete effectively in the evolving electric utility industry while developing )
significant market share in various non-utility industries, and that Western Resources is therefore an
attractive merger partner. For example, Western Resources has combined its gas distribution business with i

ONEOK in exchange for ONEOK common and convertible preferred stock equal to 45% of ONEOK's j
-

outstanding equity, which the KCPL Board believes will result in a more efficient allocation of Western
Resources * natural gas assets. In addition, Western Resources has purchased Protection One which makes |
Westem Resources an important presence in the home security industry further helping Western Resources

'

to diversify into unregulated industries. Thus, the Transactions will perrnit KCPL shareholders to participate
in a more diversified holding company (Western Resources) and a regulated electric utility company
(Westar Energy). i

)
The KCPL Board believes that the unique structure KCPL and Western Resources have created for the |*

Transactions offers KCPL shareholders a high degree of flexibility because KCPL shareholders will have i

an investment in a diversified unregulated holding company (Westem Resources) and an investment in a |
regulated electric utility company (Westar Energy). While the KCPL Board believes that diversification into '

unregulated businesses is crucial to the future success of utility companies, different investors may want to
balance their investments in the rate regulated and unregulated portions of the business in different
proportions. The KCPL Board believes the stmcture of the Transactions allows KCPL shareholders to
accomplish this objective.

The KCPL Board reviewed, with the assistance of hierrill Lynch, the strategies, businesses, operations,*

earnings and financial conditions of both KCPL and Western Resources, on both a historical and a
prospective basis. While the KCPL Board believes that Westem Resources' investment strategies are not
without risk, the KCPL Board also believes that Western Resources' history of enhancing shareholder value
is most impressive and that shareholder value at both Westem Resources and Westar Energy could be even
more significantly enhanced if Western Resources implements its strategies.

The estimated valuation per share of Westar Energy Common Stock was based on the following*

assumptions: (i) a dividend for the first year of operation of Westar Energy of $0.72 and (ii) a payout ratio
of approximately 85%. Based on dividend yields ranging from 6.0% to 7.0% and price to-earnings ratios
ranging from 12.0x to 14.0x earnings for a group of publicly traded electric utility companies deemed
comparable in certain respects to Westar Energy, the per share valuation of Westar Energy Common Stock
was estimated ranging from approximately $10.00 to $11.00. The estimated value range per share of Westar
Energy Common Stock was based upon an estimated aggregate enterprise valuation range for Westar

,

| Energy as of December 31,1997. Estimated aggregate enterprise valuation as of a specified date means the

| intrinsic worth of an enterprise determined by subtracting total debt from the fair market value of the assets
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of such enterprise as of such specified date. hloreover, hierrill Lynch provided the KCPL Board with a table
of illustrative trading prices for Westar Energy based on the potential trading prices per share of Westar
Energy Common Stock assuming consummation of the Transactions as of December 31,1998. As in the
case of the estimated aggregate enterprise valuation range for Westar Energy, the hierrill Lynch table of
illustrative trading prices for Westar Energy Common Stock indicated that such stock could trade at $10.00
to $11.00 per share as of December 31,1998. There can be no assurance, however, as to the actual prices at
which such Westar Energy Common Stock will trade once listed on the NYSE. In considering the estimated
valuations set forth above, the KCPL Board did not evaluate or attempt to quantify how or whether Westem
Resources' ownership of approximately 80% of the outstanding shares of Westar Energy Common Stock
following the consununation of the Transactions would affect the trading value of Westar Energy Common

-

Stock. In addition, none of the publicly traded electric utility companies deemed comparable in certain
respects to Westar Energy and reviewed by KCPL and Western Resources in arriving at a range of estimated
valuations of Westar Energy as set forth above were controlled by a significant or a controlling shareholder. .

However, in order to reflect the discount at which the Westar Energy Common Stock might trade as a result
of Western Resources' ownership of 80.1% thereof, the range of dividend yields from 6.0% to 7.0% used
in the estimated per share valuation of the Westar Energy Common Stock set forth above was higher than
the range of dividend yields for the group of publicly traded electric utility companies reviewed (which
ranged from 4.1% to 6.7%, with a mean of 5.5% and a median of 5.7%), and the range of price.to-earnings
ratios from 12.0x to 14.0x earnings used in the estimated per share valuation of the Westar Energy Common
Stock set forth above was lower than the range of price to-earnings ratios for the group of publicly traded

- electric utility companies reviewed (which ranged from 13.3x to 15.8x earnings, with a mean of 14.3x
eamings and a median of 14.tx earnings). Furthermore, tt. king into account the foregoing information,
including the range of dividend yields and price to-earnings ratios presented on an illustrative basis by
hierrill Lynch, the KCPL Board believed that the trading value of the shares of Westar Energy Common
Stock to be issued to KCPL shareholders in the KCPL hierger would range from approximately $10.00 to
$11.00 per share of KCPL Common Stock and the value of the shares of Western Resources Common Stock
to be issued to KCPL shareholders would range from $21.50 to $26.50 (pursuant to a collar mechanism
more fully described in "THE hlERGER AGREEhlENT---Conversion of KCPL Common Stock").
Therefore, the KCPL Board did consider a trading value which combined two types of consideration, Westar

Energy Common Stock and Western Resources Common Stock, to be issued to KCPL shareholders in the
Transactions and the combined values of such stock ranged from $31.50 to $37.50 per share of KCPL
Common Stock, it should be emphasized that there can be no assurances as to the prices at which such
Westar Energy Common Stock will trade once listed on the N'YSE. Actual prices could be significantly
higher or lower than the price range mentioned above.

The KCPL Board, in making its decision to approve the hierger Agreement, considered such analyses and*

estimated valuations along with the valuation analyses performed by its financial advisor which are
-

i

summarized under "-Opinion of KCPL'S Financial Advisor".

Because the actual prices at which Westar Energy Common Stock may trade could be significantly higher*

or lower than anticipated, there can be no assurance that shareholders of KCPL will receive the estimated .

value per share of Westar Energy Common Stock. The actual dividend policy of Westar Energy will be
dependent upon numerous factors including current economic conditions, earnings and profitability. In
addition, there can be no assurance as to the actual prices at which Westar Energy Common Stock will trade ,,

once listed on the NYSE. Actual prices could be significantly higher or lower than the estimated valuation
per share of Westar Energy Common Stock.

Since the regulatory approval process for any business combination between rate-regulated utility*

companies could take in excess of one year from the date of reaching an agreement, the KCPL Board was
particularly concerned that KCPL have maximum flexibility to operate its business during the pendency of
the regulatory approval process. The KCPL Board believes that the hierger Agreement allows KCPL
sufficient flexibility for its interim operations during this period. The hierger Agreement provides that KCPL
may make capital expenditures, acquisitions and/or incur debt (" Investments") during any six-month period
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in an amount equal to $75 million until the Transactions are consummated. To the extent Investments are
not made during any six-month period, the unused portion may be carried forward for use in the future.
Additionally, the hierger Agreement allows the KCPL Board discretion to make changes (including
increases) in the MPL dividend consistent with past practice exercising good business judgment.

The hierger is expected to be treated as a tax free reor;,anization to KCPL shareholders and to KCPL.e

The Merger Agreement contains various provisions intended to protect the interests of KCPL's employees*

and other constituencies, including: (i) that at the Closing Date (as defined below), the executive
headquarters of Weste Energy will be Kansas City, Missouri; (ii) the KCPL employees who hold options
to purchase KCPL Stock under employee stock option plans will receive the full cash value of all such
options;(iii) a commitment by Western Resources to treat Westar Energy's employees after consummation
of the Mergers as a single workforce and to use it; best efforts to conduct its employee management
practices on a fair and equitable basis; and (iv) a commitment (a) to provide Westar Energy's employees
who formerly were employed by KCPL ("KCPL Employees"), for one year after the Closing Date, with
benefits that are no less favorable in the aggregate than the benefits provided to such employees as of the
execution of the Merger Agreement ("KCPL Benefits"), (b) between the first and second anniversaries of
the Closing Date, to either provide KCPL Employees with KCPL Benefits or to provide KCPL Employees
with benefits on the same terms as those applicable to other similarly situated employees who were formerly
employees of Westem Resources' subsidiary, KGE and (c) after the second anniversary of tae Closing Date,
to provide KCPL Employees with benefits comparable to benefits provided to sirailarly situated employees
who were former KGE employees. See "THE MERGER AGREEMENT-Employee Benefit Plans."

The Merger Agreement provides that, if on or before the Termination Date (as A C <), all of thee -

conditions to closing the Transactions shall have been satisfied other than cert- uem as to Western
Resources' obligation to consummate the KGE Merger, which conditioas Wester es shall decline.

to waive, then Western Resources shall reimburse KCPL for KCPL's expenses incurred in connection with
the Transactions, up to a maximum reimbursement of (i) $35 million, if the unsetished condition relates to
the failure to qualify for the necessary exemption under the 1935 Act, (ii) $25 milhon, if the unsatisfied
condition relates to the failure to obtain satisfactory FERC approval or (iii) $5 million, if the unsatisfied
condition relates to the failure to obtain certain satisfactory statutory approvals or an opinion of Western
Resources' counsel that the Transactions will be treated for tax purposes as a tax-free reorganization. See
"THE MERGER AGREEMENT-Termination Fees."

Synergies resulting from the Transactions are expected to result in significant savings for Westar Energy.*

See "-Operational and Structural Benefits" and "-Components of Anticipated Cost Savings" below for
a description of the various components of such synergies.

No third parties have contacted KCPL to express ar interest in pursuing a merger with KCPL on termse

,

comparable or superior to those offered by Western Resources.

Since October 1993, KCPL has been exploring different strategies for responding to the changing electric.
*

utility industry and enhancing KCPL shareholder value. The KCPL Board and maaagement have spent
considerable time considering various alternatives. The KCPL Board believes that it has identified and
reviewed those options which are reasonably available for KCPL's future and that the Transactions
constitute a superior choice among those that have been, are or would be likely to be open to KCPL.
Moreover, further delay in implementing a strategy would be likely to have serious negative effects on
KCPL and its relationships with its customers, suppliers, creditors, management and employees.

In determining that the transactions contemplated by the Merger Agreement are fair to and in the best
interests of KCPL and its shareholders, the KCPL Board considered the above factors as a whole and did not
assign specific or relative weights to them.
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The KCPL Board has unanimously approved the Alerger Agreement, the KCPL Sterger and the
transactions contemplated thereby, believes that the terms of the Sierger Agreement and the transactions
contemplated thereby are fair to, and in the best interests of, KCPL and its shareholders and recommends
a vote "FOR" approval and adoption of the Merger Agreement, the KCPL hierger and the transactions
contemplated thereby,

Western Resources. The Westem Risources Board believes that the terms of the Transactions are fair to,
and in the best interests of, Westem Resoirces, its shareowners, employees, customers and the communities it
serves. Accordingly, the Western Resources Board, by a unanimous vote, has adopted the Merger Agreement

t

|
and the transactions contemplated thereby and approved the Articles Amendment and recommends their approval .

by the holders of Western Resources Common Stock. Western Resources believes that the energy markets in the
| U.S. and around the world are undergoing a period of dynamic change. The impact of deregulation and new

technology is reshaping the energy industy, requiring energy companies to rethink their strategies for the new *

ccm. etitive marketplace. Westem Resources believes that there are four pillars of success for utility companieso
in the new energy industry: reaching a critical mass of retail customers, controlling costs to keep rates
comptive, focusing on customer service and satisfaction, and strategically expanding into new product and
geographic markets.

Western Resources believes that the combination of KCPL and Westem Resources will help both companies

achieve these objectives. First, the Transactions will help achieve critical mass, with the combined company
becoming the 33rd largest electric utility in the nation, with more than 2 million security and energy customers,

* $11 billion in assets and more than 8,000 megawatts of electric generation resources.

Second, based on its examination of the business and operations of the two companies, Westem Resources
believes that the Transactions offer significant synergies. See "-Operational and Structural Benefits" and

--Components of Anticipated Cost Savings" below for a description of the various components of such"

synergies.

Third, the strength of the combined company will allow it to build upon Westem Resources' and KCPL's
long tradition of quality customer service, both in retail energy distribution and in the provision of new services
such as monitored security and other energy related services.

-

Fourth, combining the electric utility operations of Westem Resources and KCPL into a single entity will
allow the management of Westar Energy to concentrate on that line of business while allowing Western
Resources * management to continue to explore new products and markets.

Finally, Western Resources believes that the combined company's increased economies of scale and scope
wi!! allow it to accelerate both companies' current activities in the provision of unregulated services.

In addition to the strategic benefits noted above, the Westem Resources Board at its March 18,1998 meeting

also weighed the following considerations in making its decision to approve the Transactions:

The opinion of Salomon Smith Barney to the effect that the Aggregate Consideration is fair to Western
-

*'' *
Resources from a fmancial point of view. The Westem Resources Board also considered the valuation

analyses performed by Salomon Smith Bamey with respect to Westar Energy, which indicated that the
value of the Westar Energy Common Stock could range from $8.50 to $11.50 based on a discounted

-

cash flow analysis. See "-Opinion of Western Resources Financial Advisor." The estimated value
range per share of Westar Energy Common Stock was based upon an estimated aggregate enterprise
valuation range for Westar Energy. There can be no assurance, however, as to the actual prices at which
such Westar Energy Common Stock will trade once listed on the NYSE.

e The terms and conditions of the proposed Merger Agreement, which contain appropriate
representations, warranties, covenants and conditions to closing that protect the interests of Western
Resources'shareowners and allow Westem Resources to pursue its business plan during the period

between the signing of the Merger Agreement and the consummation of the Mergers.
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e The proposed structure of the Mergers as a tax-free transaction for Western Resources and its
shareowners.

* Westem Resources * belief that the State Corporation Commission of the State of Kansas (the " Kansas
|

Commission"), the Missouri Public Service Commission (the "MPSC") and the FERC will approve I

the Transactions on reasonable terms and conditions which will preserve the benefits which Western
Resources believes can be obtained in the Transactions.

'Ihe potential impact of the Transactions on the earnings per share of Western Resources Commone

Stock based on the historical performance of Westem Resources and WREB and cost savings 4

anticipated from the Transactions as described below in "-Components of Anticipated Cost )
Savings."

The potential impact of the Transactions on Western Resources' ability to pay dividends based on the*

historical performance of Western Resources and WREB and cost savings anticipated from the
Transactions as described below in "-Components of Anticipated Cost Savings."

The potential benefits of a holding company structure in responding to increasing competition in the*

electric utility industry, as more fully described below.

e Western Resources' belief that the Transactions will provide a market value, based on utility
fundamentals, for Westar Energy, and therefore for KPL and KGE which are not currently publicly
traded.

Formation of Holding Company Structure. The principal reason to structure Western Resources as a non-'

utility holding company is to respond to the changing business environment in the electric utility industry.
Western Resources believes such a structure will be in the best interests of Western Resources and its
shareowners, and the customers of Western Resources and KCPL. The proposed restructuring will allow Western
Resources to operate its regulated electric utility business efficiently through Westar Energy while providing,
through the structure of a holding company with other subsidiaries of Western Resources, an organization which
permits separation of the other businesses of the company from such regulated utility business, allowing such
separate businesses to concentrate on their specianies.

Western Resources believes that it is appropriate and necessary to maintain a separation between regulated
and unregulated activities. Western Resources believes that the costs incurred on one side should not be charged
to the other, nor should the results of operations of one affect the results of the other. Financially, the separation
should also be beneficial since Westar Energy will have assets on which debt may be issued, while Western
Resources may wish to use other forms of financing less suitable to regulated operations. Western Resources
believes that the holding company structure will best achieve the flexibility of the operations of Westem
Resources and Westar Energy in the future.

Historically, Western Resources and KCPL have operated predominantly as traditional utilities, responsible
for constructing and operating the generation, transmission and distribution facilities needed to serve their
customers. However, both regulation of utilities and the markets which Western Resources and KCPL have

- traditionally served are continually evolving. As elements of the traditional utility business which were once
regulated, such as electric generation, become less regulated and more competitive, the energy options for
customers, particularly large industrial users of energy, are expanding.

Western Resources believes that the corporate separation afforded by a holding company structure will
permit Westar Energy to respond effectively to increasing competition in the energy business. Separation will
facilitate the development of such unregulated businesses wh.ile protecting Westar Energy's customers from the
risks associated with those activities. Following the restructuring, any liabilities of the direct subsidiaries of
Western Resources other thaa Westar Energy will not constitute liabilities of Westar Energy. Accordingly, any
risks, benefits or detriments of such subsidiaries will flow to the security holders of Western Resources and not
to the security holders of Westar Energy.
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As indicated above, Western Resources also believes that the holdmg company structure will permit the use1

of fmancing techniques that are more directly suited to the particular requirements, characteristics and risks ofj
non-utility operations without any impact on the capital structure or credit of Westar Energy. Management
anticipates that (i) Western Resources, in addition to receiving dividends from Westar Energy (and other direct
subsidiaries of Western Resources), may obtain funds through debt or equity financings,(ii) Westar Energy mayi

obtain funds through its own financings (which may include the issuance of bonds or preferred stock), and (iii)
the non-utility businesses may obtain funds from Westem Resources, from other non-utility affiliates or from

;

;
their own outside fmancings. Any fmancings will depend upon the financial and other conditions of the entities

involved and on market conditions.
.

In determining that the Transactions are fair to and in the best interests of Western Resources and its
shareowners, the Westem Resources Board considered the above factors as a whole and did not assign specific

or relative weights to them. .

The Western Resources Board, by a unanimous vote, has approved the Merger Agreement and the
transactions contemplated thereby, including among others the Western Resources Share Issuance, the
Contributions, and the transfer of substantially all of the assets of Western Resources to Westar Energy,

and the Articles Amendment and recommends that Western Resources shareowners vote "FOR" the
approval and adoption of the Merger Agreement and the transactions contemplated thereby, including
the Western Resources Share Issuance, the Contributions, and the transfer of substantially all of the assets

-
of Western Resources to Westar Energy, and the Articles Amendment.

Operational and Structural Benefits

The analyses discussed below include forward-looking statements that involve judgments, assumptions and
other uncertainties beyond the control of Western Resources, Westar Energy, KCPL or any other party. As such,
there can be no assurance that the operational and structural benefits will be realized at the times or in the
amounts referred to herein and actual benefits may be more or less than those projected. Such judgments,

assumptions and uncertainties are discussed more fully below.

Western Resources and KCPL believe that the shareowners, customers, employees and communities of
Western Resources and KCPL will realize significant benefits from the Transactions.

Operational Coordination. The geographic locations of the respective electric utility service territories of
Western Resources and KCPL, which both operate in eastern Kansas and whose headquarters are within 60 miles

of each other, provide an opportunity to integrate efficiently all aspects of their utility operations.

Western Resources, along with KGE, already has numerous substantial electrical interconnections with
KCPL.The combined system is expected to benefit because it can be operated as part of a single, larger cohesive

system, with virtually no modification needed with respect to existing generating and transmission facilities. At
present, Western Resources and KCPL maintain joint interests in approximately 2,448 megawatts of generation

-.

.
capacity that is operated by either WCNOC or KCPL and accounts for more than $2 billion in assets.

.

The unregulated businesses of Western Resources and KCPL, such ,Unregulated Business Opportunities.
as independent power development, complement each other well. The combined customer bases of Western
Resources and KCPL will provide more opportunities for earnings growth from other consumer service-oriented
businesses, such as Western Resources' rapidly growing monitored security services business.

A Financially Stronger Company and a larger Service Territory. The combined company would be
financially stronger than Western Resources or KCPL as independent entities. The larger size and financial
strength of a Western Resources /KCPL combination will enhance the combined company's flexibility to deal
with new industry developments, in addition, the combined company's electric utility service territory would be
larger than the electric utility service territory of either Western Resources or KCPL as independent entities. The
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increased size of the electric utility service territory will improve the mix of commercial, industrial, agricultural
and residential customers and reduce the exposure to changes in economic or climatic conditions in any given
segment of the combined service territory.

Economic Development Opportunities. The combined company would be able to concentrate its economic
development programs and activities which would enhance the ability of the combined company to attract to or
retain within Kansas and Missouri potential customers or industry groups.

Capital Structure. In accordance with the Merger Agreement. Western Resources is contributing
$1.9 billion of debt and KCPL is contributing $800 million of debt to Westar Energy, The debt contributed by
both companies will consist primarily of long. term debt and company-obligated mandatority redeemable
preferred securities. The debt contribution by Western Resources represents approximately 79% of Western's
total long-term debt and preferred securities and equates to 26% of Western Resources' total assets. Western
Resources will assume KCPL's debt in excess of $800 million following the Transactions.

The ability of Westar Energy to pay future dividends and obtain favorable debt ratings will be based,in
part, on Westar Energy's capital stmeture and its ability to obtain competitive rates in the capital markets. The
capitalization of Westar Energy following the Transactions will be comparable to that of both Western Resources
and KCPL.

Western Resources KCPL Westar Energy
As of Marta 31, As of March 31 Pro ferma as of

1998 1998 March 31, t998
, . - (000's) % (000's) % (000's) % )

c Long-term debt, net . . . 2,162.470 48 941,412 46 2,330,000 43 )......... . ........ .

Company-obligated mandatority redeemable preferred
secu ri tie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . , 220.000 5 150,000 7 370,000 7

j Preferred and preference stock . . . . . . . . . . . 74,858 2 89,062 4 0.. .

a Common stock equity . . . . . . 2,017,161 45 868,833 43 2.733,995 50... . .. . ..

Total capitalization 4,474,489 2,N9,307 5,433,995... ... .. .. . ... .........
,

it is expected that this capital structure will allow Westar Energy access to the capital markets. Western
,

Resources and KCPL anticipate that Westar Energy's cash flows should be adequate to fund an anticipated
'

indicated annual dividend rate of $0.72 in the first year following the Transactions. The actual dividend policy
of Westar Energy will be dependent upon economic conditions, profitability and other factors.

Potential Synergies and Cost Savings. Western Resources ar,d KCPL, based upon analyses performed by
their employees with the advice of their synergies consultants, estimate that the Transactions are likely to result ;

} in significant cost savings and synergies for Westar Energy in the following categories: corporate and field labor j

i savings; facilities savings; corporate programs savings; purchasing savings; and production savings. These j
savings are estimated at $904 million over ten years. Westar Energy's anticipated annual cost savings and

j synergies beginning in mid-1999 through 2009 net of costs to achieve are as follows (in millions): $14 in 1999, l

y $55 in 2000, $62 in 2001, $73 in 2002, $80 in 2003, $92 in 2004, $96 in 2005, $102 in 2006, $125 in 2007, )
U. $135 in 2008, and $70 in 2009.

i'[ There can be no assurance that any of the estimated synergies and cost savings referred to in the preceding
paragraph will be achieved. If any of such synergies and cost savings are achieved. there can be no assurance"

that they will be achieved in the amounts and at the times estimated by Western Resources and KCPL. See

i " FORWARD-LOOKING STATEMENTS" and " RISK FACTORS." The major components of the anticipated
cost savings are summarized below.

Components of Anticipated Cost Savings

The components of anticipated cost savings discussed below include forward looking statements that
,

involve judgments, assumptions and other uncertainties beyond the control of Westem Resources, Westar
Energy, KCPL or any other party. As such. there can be no assurance that the anticipated cost savings will be
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realized at the times or in the amounts referred to herein and actual cost savings may be more or less than
estimated. Because the accuracy of such assumptions is inherently uncertain, being based upon numerous factors
and events beyond the control of Western Resources, KCPL, Westar Energy and their respective advisors, none
of such parties assumes responsibility if the assumptions upon which the anticipated cost savings are based are
not correct.

Generation

Integration of Dispatching and Production Operations. T a combined company could obtain fuel savings
from joint dispatch of generating capacity that is not availab' . nen the two companies' electric utility operations*

improved ability to schedule and commit eachare operated as two separate systems. Fuel savings result f
,

of the base load, intermediate and peaking facilities of thu . 3ined company in a more economically efficient

manner. .

Avoidance or Deferral of Future Capital Erpenditures. The combined company would have the ability to
reduce future expenditures for generating capacity by coordinating and optimizing planning for future resources.
The combination of the two companies' electric utility operations would result in system diversity due to
differences in the timing of peak demands. This system makes available amounts of generating capacity which
result in the delay or elimination of additional capacity now planned by the two stand-alone companies. The
delay or elimination of these additional facilities also reduces the operations and maintenance expense associated
with the total combined generation capacity.

Integration of Generation and Technical Support Functions. The combined company would be able to
eliminate redundant functions in the areas of generation support, such as system planning and fuels management.

Field Operations

Integration of Distribution Operations. The combined company would have the ability to consolidate
certain electric utility customer business offices and service centers in the eastern Kansas area where Western
Resources and KCPL have contiguous service territories. The close proximity of these operations also enables
customer service functions such as service initiation, service scheduling, etc. to be combined. The close
proximity of the two companies would enable work to be reconfigured and resources to be shared in electric
utility operations areas and with respect to customer calls and inquiries.

Integration of Field and Technical Support Functions. The combined company would be able to eliminate
redundant functions in the area of electric utility distribution support, such as engineering, construction, operation

and maintenance.

Purchasing Economies

Streamlining of Inventories and Purchasing Economies. The combined company can achieve savings
through the centralization of purchasing and inventory functions related to construction, operation and
maintenance at generating plants, service centers, warehouses and headquarters. The greater purchasing power
and the relative quantity discounts that can be obtained as a result of the combination of the two companies

,

would provide additional cost savings.

.

Corporate and Administrative

Integration of Facilities. The combined company would be able to consolidate certain duplicative facilities
and provide opportunities to consolidate energy control centers, service centers and warehouses.

Integration of Corporate blanagement and Administrative Functions. The combined company would be
able to eliminate or reduce redundant functions in the areas of finance, accounting, purchasing. shareowner
relations, human resources, corporate planning, public relations and administration, among other areas. The
payroll costs of such functions are relatively fixed and do not vary directly with an increase or decrease in the
number of customers served.
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Concentration of Corporate Programs and Openditures. The combined company wot.ld integrate
corporate and administrative functions, thereby reducing certain non-labor costs, including insurance, audit and,

consulting fees, professional and trade association dues, stock transfer and other fees, vehicle expenses and
various license fees, among others.

There can be no assurance that any of the estimated synergies and cost savings referred to in the preceding ,

paragraphs will be achieved. If any of such synergies and cost savings are achieved, there can be no assurance I

that they will be achieved in the amounts and at the times estimated by Westem Resources, Westar Energy and
KCPL The major components of the anticipated cost savings are summarized below. See " FORWARD.
LOOKINO STATEMENTS" and " RISK FACTORS."

Opinion of Western Resources' Financial Advisor

At the meeting of the Westem Resources Board held on March 18,1998, Salomon Smith Bamey delivered
its oral opinion, which opinion was subsequently confirmed in a written opinion dated as of March 20,1998, to
the effect that, as of such dates and subject to the assumptions made, matters considered and limits of the review

1

undertaken, as set forth in such opinion, the Aggregate Consideration was fair to Western Resources from a |

financial point of view. Salomon Smith Barney has further confirmed such opinion by delivery of a written )
opinion dated as of the date of this Joint Proxy Statement / Prospectus (the "Salomon Smith Barney Opinion"). ,

l
,

H Western Resources shareowners are urged to read the Salomon Smith Barney Opinion in its entirety 1

for information with respect to the procedures followed, assumptions made, matters considered and limits )
-"

of the review made by Salomon Smith Barney in rendering the Salomon Smith Barney Opinion. '

References to the Salomon Smith Barney Opinion herein and the summary of the Salomon Smith Barney
Opinion set forth below are qualified by reference to the full text of the Salomon Smith Barney Opinion,-

which is attached hereto as Annex B. The Salomon Smith Barney Opinion does not constitute a
recommendation concerning how holders of Western Resources Common Stock or KCPL Common Stock
should vote with respect to the Merger Agreement or any other matter relating to the Transactions.

In connection with rendering the Salomon Smith Barney Opinion, Salomon Smith Bamey reviewed certain i

publicly available information conceming Western Resources and KCPL and certain other financial information '

concerning Western Resources and KCPL, including financial forecasts that were provided to Salomon Smith
Barney by Westem Resources and KCPL, respectively. Salomon Smith Bamey discussed the past and current I

business operations, financial condition and prospects of Western Resources and KCPL with certain officers and
employees of Westem Resources and KCPL. Salomon Smith Barney also considered such other information,
financial studies, analyses, investigations and financial, economic and market criteria that it deemed relevant. ,

1

la its review and analysis and in arriving at the Salomon Smith Bamey Opinion Salomon Smith Bamey
assumed the consummation of, and took into account, the Western Resources Stock Distribution, the KLT Stock
Distribution and the Series B Conversion. Salomon Smith Bamey also assumed and relied upon the accuracy
and completeness of the information reviewed by it for the purpose of the Salomon Smith Bamey Opinion ande

Salomon Smith Barney did not assume any responsibility for independent verification of such information. With
respect to the fmancial forecasts of Westem Resources and KCPL, Salomon Smith Bamey was advised by the
respective managements of Westem Resources or KCPL that such forecasts were reasonably prepared on bases
reflecting their best currently available estimates and judgments, and Salomon Smith Barney expressed no
opinion with respect to such forecasts or the assumptions on which they are based. Salomon Smith Barney did
not assume any responsibility for any independent evaluation or appraisal of any of the assets (including
properties and facilities) or liabilities of Western Resources or KCPL Salomon Smith Barney assumed that no
gain or loss for federcl income tax purposes would be recognized by (i) Western Resources,(ii) KGE,(iii) KCPL,
(iv) Westar Energy or (v) the shareowners of KGE or Westem Resources as a result of the Transactions and that
each of the KCPL Merger and the KGE Merger would qualify as a reorganization within the meaning of Section

368(a) of the Code.
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The Salomon Smith Bamey Opinion was necessarily based upon conditions as they existed on the date of
such opinion and can be evaluated only as of such date. The Salomon Smith Bamey Opinion did not imply any
conclusion as to the likely trading range for Western Resources Common Stock or Westar Energy Series A
Common Stock following the consummation of the Transactions, which may vary depending upon, among other
factors, changes in interest rates, dividend rates, market conditions, general economic conditions and other
factors that generally influence the prices of securities. The Salomon Smith Bamey Opinion was directed only to

,

the faimess to Westem Resources, from a financial point of view, of the Aggregate Consideration and does not
I

i address Western Resources' underlying business decision to effect the Transactions.

l
At the March 18,1998 meeting of the Western Resources Board, Salomon Smith Barney reviewed with the *

1

,

| members of the Westem Resources Board the financial, industry and market information with respect to Western
Resources and KCPL used by Salomon Smith Bamey in its analysis as described below and the procedures used
and the analyses underlying its opinion. The preparation of a fairness opinion is a complex process that is not .

purely mathematical and is not necessarily susceptible to partial analyses or summary description. It involves
complex considerations andjudgments. Westem Resources shareowners and KCPL shareholders are encouraged
to read the Salomon Smith Barney Opinion in its entirety.

1
i

KCPL Valuation

Salomon Smith Barney obtained a valuation for KCPL by analyzing the values of KCPL's regulated utility i
1 '

business (the "KCPL Utility Segment") and unregulated businesses operated by KLT (the "KCPL Unregulated

?* Businesses"). Salomon Smith Barney analyzed the KCPL Utility Segment by performing a public market

j valuation and a discounted cash flow valuation. Salomon Smith Barney analyzed the KCPL Unregulated
Businesses by performing various discounted cash flow analyses, public market valuations, estimated after. tax
proceeds analyses, percentage of unlevered book value analyses and multiples of net property, plant and

|
~

equipment analyses. For the consolidated KCPL, Salomon Smith Barney analyzed stock price perfomiance,
public and private market valuations and discounted cash flow. In performing certain of its analyses, Sabmon

| Smith Barney considered forecasts for KCPL prepared and provided,by the management of KCPL, which
forecasts incorporated a variety of assumptions and estimates made by KCPL reflecting its best judgments

'

i regarding its business and were not prepared with a view to public disclosure. In general, such forecasts included

: estimates for the performance of the KCPL Utility Segment and the KCPL Unregulated Businesses. In total,

| revenues for KCPL were projected to grow at a compound annual growth rate (1998 to 2002) of approximately

; 2.3% and operating income including other income and deductions (net of taxes) was projected to grow at a
; compound annual growth rate (1998 to 2002) of approximately 9.8%.

| Stock Price Performance. Salomon Smith Barney reviewed the share price performance of KCPL
Common Stock for the period from January 1,1997 through h1 arch 13,1998, as compared to the performance of
the S&P Utilities Index and an index (the "KCPL Custom Index") comprised of The Detroit Edison Company,

.

NiidAmerican Energy Comptny, Ameren Corporation and Wisconsin Energy Corporation (collectively, the
| " Selected Utility Companies"). Salomon Smith Bamey noted that on average the price of KCPL Common Stock
- for the period was 102% of its price at January 1,1997, with a high of 108% and a low of 96%. On March 13. -

- 1998, the price of KCPL Common Stock was 107% of the January 1,1997 price. In comparison, the S&P
p- Utilities Index averaged 104% of its January 1,1997 price, had a low of 91%, and ended the period at its high of

120% on March 13,1997. The KCPL Custom Index averaged 97% of its price at January 1,1997, with a high ,

of 112% and a low of 87%, and ended the period at i10% on March 13,1998.

|
j Public Afarket Valuation.. Salomon Smith Barney reviewed certain historical and projected financial and

operating data relating to KCPL on a stand-alone basis and reviewed the financial and operating performance of'

the KCPL Utility Segment as well as KCPL on a consolidated basis relative to the Selected Utility Companies.
The data reviewed by Salomon Smith Barney for the Selected Utility Companies included (i) multiples of stock
trading prices as of March 13, 1998 to estimated 1998 and 1999 earnings per share ("EPS") (with the mean
multiples for the Selected Utility Companies being 14.0x for 1998 and 13.3x for 1999 and the corresponding
multiples for KCPL representing a 2.7% and 1.5% premium for 1998 and 1999, respectively, to such multiples). |
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(ii) indicated dividend payout (with the mean payout for the Selected Utility Companies being 82% and the
corresponding payout for KCPL representing a 5.9% discount to such payout), (iii) EPS five year growth rate
(with the mean rate for the Selected Utility Companies being 3% and the corresponding rate for KCPL
representing a 33.3% discount to such rate),(iv) firm nlue as a multiple of last twelve months earnings before
interest and taxes ("LThl EBIT")(with the mean LTN1 EBIT multiple for the Selected Utility Companies being
10.9x and the corresponding multiple for KCPL representing a 19.4% premium to such multiple) and (v) tirm
value as a multiple of last twelve months earnings before interest, taxes, depreciation and amortization ("LTN1 l
EBITDA") (with the mean LThi EBITDA multiple for the Selected Utility Companies being 6.8x and the

|
correspor i ng multiple for KCPL representing a 30.3% premium to such multiple). Salomon Smith Barney also '

valued the KCPL Unregulated Businesses using the various analyses described herein. Based on these analyses,
Salomon Smith Bamey derived a per share public market valuation range for KCPL of $26.00 to $29.00.

Salomon Smith Barney also analyzed the separate effects on the public market valuation range of a control
premium and potential synergies from the Transactions identified by the managements of Western Resources and
KCPL. After taking into account an analysis of the offer price to market price multiples of the Selected
Acquisition Transactions (as defined below), Salomon Smith Barney derived a per share public market valuatim <

'
| range for KCPL of $34.50 to $38.50. After analyzing the present value of the potential synergies identified ay

the managements of Western Resources and KCPL over a range of discount rates (8.75% to 9.75%) and , age
of terminal EBITDA multiples (6.25x to 7.25x), Salomon Smith Barney derived a public market valuation range
for KCPL including the impact of synergies of $32.50 to $37.00.

~

Private Market Valuation. Salomon Smith Barney reviewed and analyzed selected acquisition transactions
that it deemed relevant involving other companies in the utility industry. Specifically, Salomon Smith Barney
reviewed the following publicly announced acquiror/ target transactions: American Electric Power Company,
Inc/ Central & South West Corporation (pending); hlidAmerican Energy Holdings Company /IES Industries, Inc.
(terminated); PECO Energy Company /PP&L Resources, Inc. (terminated); Union Electric Company /CIPSCO,
Inc. (closed 1997); Cincinnati Gas & Electric Company / PSI Resources, Inc. (closed 1994); and KPUKGE
(closed 1992) (collectively, the " Selected Acquisition Transactions"). Salomon Smith Barney indicated to the
Western Resources Board that the merger and acquisition transaction environment varies over time because of
macroeconomic factors such as interest rates and equity market fluctuations and microeconomic factors such as
industry results and growth expectations. Salomon Smith Barney noted that no transaction reviewed was identical
to the Transactions. Salomon Smith Barney advised the Westem Resources Board that, in analyzing the results
of the precedent acquisition transactions, the Western Resources Board should consider the dramatic changes in
recent years in the utility industry. Based on its review of the Selected Acquisition Transactions, Salomon Smith
Barney derived a reference private market value range for KCPL based on multiples of the offer price to book

| value and offer price to LThf EPS (resulting mean multiples of 1.83x and 15.55x for the selected acquisition
transactions). This analysis produced a private market value range for KCPL of $31.00 to $34.50.

Discounted Cash Flow Valuation. Salomon Smith Barney also considered discounted cash flow valuations
of the KCPL Utility Segment. Using a discounted cash flow methodology, Salomon Smith Barney valued the j
KCPL Utility Segment by estimating the present value of future free cash tiows attributable to the KCPL Utility-

*

Segment that would be available to KCPL's debt and equity holders if the KCPL Utility Segment were to
perform on a stand-alone basis in accordance with management forecasts, excluding the impact of potential
synergies of the Transactions. Free cash flow represents the amount of cesh generated and available for principal,
interest and dividend payments after providing for ongoing business operations. For the KCPL Utility Segment,

! Salomon Smith Bamey aggregated (a) the present value of the free cash flows over the applicable forecast period
! and (b) the present value of the range of terminal values described below. The terminal values for the KCPL

Utility Segment were calculated as the product of EBITDA in the last year of the forecast period and a range of
multiples (6.25x to 7.25x) chosen by Salomon Smith Barney for purposes of analysis. The range of terminal
values is a method for analyzing the discounted cash flow values beyond the applicable forecast period. As part
of the discounted cash tiow valuation, Salomon Smith Barney used a range of discount rates (8.75% to 9.75%). |

For KCPL, Salomon Smith Barney also performed the discounted cash flow analysis using projections provided4
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by the managements of KCPL and Westem Resources that took into account the potential synergies from the
Transactions identified by the managements of KCPL and Western Resources. Based on this analysis, and after
valuing the KCPL Unregulated Businesses using the various analyses described herein, Salomon Smith Barney
derived equity values per share, including the impact of synergies, ranging from $28.00 to $37.50 for the
consolidated KCPL.

Western Resources Valuation

Salomon Smith Barney obtained a valuation for Western Resources by analyzing the values of Western
Resources' core regulated utility business (the "Westem Resources Utility Segment") and other business
holdings, consisting of ONEOK, Protection One, On Site Energy, Hanover Compressor and certain investments

-

(the "Westem Resources Unregulated Businesses"). Salomon Smith Barney analyzed the Westem Resources
Utility Segment by performing a public market valuation and a discounted cash flow valuation. Salomon Smith
Bamey analyzed the Westem Resources Unregulated Businesses by performing public market valuations. For .

the consolidated Western Resources, Salomon Smith Barney also analyzed stock price performance, a public
market valuation and discounted cash flow. In performing certain of its antlyses, Salomon Smith Barney
considered forecasts for Western Resources prepared and provided by the management of Western Resources,

I

which forecasts incorporated a variety of assumptions and estimates made by Western Resources reflecting its
best judgments regarding its business and were not prepared with a view to public disclosure. In general, such
forecasts included estimates for the performance of the Westem Resources Utility Segment and for ONEOK,

l. Protection One and Hanover Compressor. In total, revenues for Westem Resources were projected to grow at a

compound annual growth rate (1998 to 2001) of approximately 2.9% and operating income including otherl7~ income and deductions (net of taxes) was projected to grow a' a compound annual growth rate (1998 to 2001) of!

approximately 4.1%.

- Stock Price Performance. Salomon Smith Barney itviewed the share price performance of Westem
Resources Common Stock for the period from January 1, 5997 through March 13, 1998, as compared to the

performance of the S&P Utilities Index and an index comprised (Oe "Westem Resources Custom Index"), of
Northem States Power Company, Florida Progress Corporation, TECO Energy Inc. and Wisconsin Energy
Corporation (collectively, the "Westem Resources Selected Utility Companies"). Salomon Smith Barney noted
that Westem Resources generally outperformed both the Westem Resources Custom Index and the S&P Utilities
Index over the period, averaging ii1% of its January 1,1997 price, with a high of 138% and a low of 95%.
Westem Resources ended the period at 136% of the January 1,1997 price. In contrast, the Western Resources
Custom Index averaged 106% of its price at the beginning of the period, with a high of 122% and a low of 95%,
and ended the period at 121% of the January 1,1997 price. The S&P Utilities Index averaged 1(4% of its
January 1,1997 price, had a low of 91%, and ended the period at its high of 120% on March 13,1997.

Public Market Valuation. Salomon Smith Bamey reviewed certain historical and projected financial and
operating data relating to Western Retources on a stand alone basia. Salomon Smith Barney also reviewed theI

financial and operating performance of the Western Resources Utility Segment relative to the Selected Utility
Companies. Salomon Smith Barney reviewed the financial and operating performance of Westem Resources

*

from a consolidated perspective relative to the Western Resources Selected Utility Companies.

E In valuing the Western liesources Utility Segment, the data reviewed by Salomon Smith Barney for the
Selected Utility Companies included (i) multiples of stock trading prices as of htarch 13,1998 to estimated 1998! .

and 1999 EPS (with the mean multiples for the Selected Utility Companies being 14.0x for 1998 and 13.3x for
1999), (ii) indicated dividend payout (with the mean payout for the Selected Utility Companies being 82%), (iii)
EPS five year growth rate (with the mean rate for the Selected Utility Companies being 3% and the
corresponding rate for Westem Resources equaling such rate), (iv) firm value as a multiple of LThi EBIT (with
the mean LThi EBIT multiple for the Selected Utility Companies being 10.9x) and (v) firm value as a multiple
of LThi EBITDA (with the mean LThi EBITDA multiple for the Selected Utility Companies being 6.8x).
Salomon Smith Barney also valued the Westem Resources Unregulated Businesses using simihtr public market
valuation analyses.
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In analyzing the public market valuation of Western Resources from a consolidated perspective, the data
reviewed by Salomon Smith Bamey for the Western Resources Selected Utility Companies included (i) multiples
of stock trading prices as of March 13,1998 to estimated 1998 and 1999 EPS (with the mean multiples for the
Westem Resources Selected Utility Companies being 14.5x for 1998 and 13.8x for 1999 and the corresponding
multiples for Western Resources representing a 9.7% and a 7.6% premium, respectively, to such multiples),(ii)
indicated dividend payout (with the mean payout for the Western Resources Selected Utility Companies being
73% and the corresponding payout for Westem Resources representing an 8.1% premium to such payout) and
(iii) EPS five-year growth rate (with the mean rate for the Western Resources Selected Utility Companies being
4% and the corresponding rate for Western Resources representing a 14.3% discount to such rate). Based on this
analysis and the utility segment analysis described above, Salomon Smith Bamey derived a per share public
market valuation range for Westem Resources of $40.50 to $45,00.

Discounted Cash Flow Valuation. Salomon Smith Barney also considered a discounted cash tlow
~

valuation of the Westem Resources Utility Segment. In a manner similar to the discounted cash tiow analysis
used in valuing the KCPL Utility Segment Salomon Smith Bamey valued the Western Resources Utility
Segment by estimating the present value of future free cash flows available to their respective debt and equity
holders if the Western Resources Utility Segment were to perform on a stand-alone basis in accordance with
management forecasts. For the Westem Resources Utility Segment Salomon Smith Bamey aggregated (a) the
present value of the free cash tiows over the applicable forecast period and (b) the present value of the range of
terminal values described below. The terminal values for the Western Resources Utility Segment were calculated

_
as the product of EBITDA in the last year of the forecast period and a range of multiples (6.25x to 7.25x). As
part of the discounted cash tiow valuation, Salomon Smith Barney used a range of discount rates (8.75% to
9.75%). For the Western Resources Utility Segment, Salomon Smith Barney performed the discounted cash tiow
analysis using projections provided by the management of Western Resources. For the consolidated Western

,
Resources, the analysis produced equity values per share ranging from $39.00 to $46.00.

Westar Energy Valuation

Public Afarket Valuation. Salomon Smith Barney reviewed certain projected financial and operating data
relating to Westar Energy on a stand-alone basis. Salomon Smith Barney also reviewed the projected financial
and operating performance of Westar Energy relative to the Selected Utility Companies. The data reviewed by
Salomon Smith Bamey for the Selected Utility Companies included (i) multiples of stock trading prices as of
March 13,1998 to estimated 1999 EPS (with the mean multiple for the Selected Utility Companies being 13.3x)
and (ii) indicated dividend payout (with the mean payout for the Selected Utility Companies being 82%). Based
on this analysis, Salomon Smith Barney derived a per share public market valuation range for Westar Energy of
$10.00 to $12.00.

Discounted Cash Flow Valuation. Salomon Smith Barney also considered a discounted cash flow
valuation of Westar Energy similar to the an.dysis used in valuing the KCPL Utility Segment. For Westar
Energy, Salomon Smith Bamey aggregated ta) the present value of the free cash flows over the applicable
forecast period and (b) the present value of the range of terminal values described below. The terminal values
for Westar Energy were calculated as the product of EBITDA in the last year of the forecast period and a range
of multiples (6.25x to 7.25x). As part of the discounted cash flow valuation, Salomon Smith Bamey used a range
of discount rates (8.75% to 9.75%). Salomon Smith Barney also performed the discounted cash flow analysis
using projections provided by the managements of KCPL and Westem Resources that took into account the

| potential synergies from the Transactions identified by the managements of KCPL and Western Resources. Based
on this analysis, including the impact of synergies, Salomon Smith Barney derived equity values per share

| ranging from $8.50 to $11.50.
1

Combination Analyses

Certain Effects of the Aterger. Based on potential prices per share of Western Resources Common Stock
ranging from $31 to $51, Salomon Smith Barney noted that (a) the Conversion Ratio would range from 0.694x
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to 0.490x, (b) the value of the shares of Western Resources Common Stock to be distributed to the KCPL
shareholders in connection with the Transactions would range from $21.50 to $25.00 and (c) the potential effects

Iof the Transactions, based upon the various Conversion Ratios and projections, on Western Resources * EPS over
the next three years would range from dilution of 12.2% to 2.1% in 1999, dilution of i1.0% to 0.4% in 2000 and
dilution of 10.2% to accretion of 0.7% in 2001. Salomon Smith Barney noted that, at a price per share of Western
Resources Cormnon Stock of $42.31 (which was the price per share of Western Resources Common Stock on

! March 13,1998), (a) the Conversion Ratio would be 0.555x, (b) the value of the shares of Western Resources
,

Common Stock to be distributed to the KCPL shareholders in connection with the Transactions would be $23.50
and (c) the potential effects of the Transactions, based upon the Conversion Ratio and projections, on Western
Resources' EPS over tnc can three years would result in dilution of 5.4%,3.9% and 3.0%, respectively.

.

i

In arriving at its opinion Salomon Smith Barney performed a variety of fmancial analyses, the material1

ones of which are summarized above. The summary set forth above does not purport to be a complete description -

of the analyses performed by Salomon Smith Barney. In addition, Salomon Smith Barney believes that its
analyses must be considered as a whole and that selecting portions of its analyses and the factors considered by

|
it, without considering all such analyses and factors, could create a misleading view of the process underlying
the Salomon Smith Barney Opinion. The matters considered by Salomon Smith Barney in arriving at its opinion!

are based upon numerous macroeconomic, operating and financial assumptions with respect to industry
i

performance, general business, regulatory and economic conditions and other matters, many of which are beyondI

the control of Western Resources and KCPL. Any estimates or tinancial projections incorporated or used in the
|

analyses performed by Salomon Smith Barney are not necessarily indicative of actual past or future results or
values, which may be significantly more or less favorable than such projections or estimates. Estimated values

n
' do not purport to be appraisals and do not necessarily retlect the prices at which businesses or companies may

trade or be sold in the future.

| Western Resources selected Salomon Smith Bamey as its financial advisor with respect to the Transactions
because Salomon Smith Barney is an internationally recognized investment banking firm with substantial

j
experience in transactions similar to the Transactions. Salomon Smith Bamey is an investment banking firmi

engaged, among other things, in the valuation of businesses and their securities in connection with mergers and
acquisitions, negotiated underwritings, competitive biddings, secondary distnbutions of listed and unlisted
securities, private placements and valuations for corporate and other purposes. In the ordinary course of Salomon
Smith Barney's trading and brokerage activities, Salomon Smith Barney (or its affiliates) may at any time hold
long or shott positions and may trade or otherwise effect transactions for its own account or for the account of
customers in debt or equity securities of Western Resources or KCPL.

|
Salomon Smith Barney has acted as financial advisor to Western Resources in connection with the

|
Transactiens and will receive a fee for its services. Pursuant to an engagement letter deed September 5,1995
(the "1995 Engagement Letter") Westem Resources has paid Salomon Smith Barney total fees of $2,000,000'

in connection with the Transactions. An additional fee of $4,000,000 will be payable to Salomon Smith Barney
upon the closing of the Transactions. With respect to the Transactions, Westem Resources has agreed to
(i) reimburse Salomon Smith Barney for certain out-of. pocket expenses incurred by Salomon Smith Barney in

;
,

connection with its services and (ii) indemnify Salomon Smith Barney and certain related persons against certain
liabilities, including liabilities under the federal securities law. Salomon Smith Barney in the past has provided

,

'

certain investment banking, financial advisory and financial services to Western Resources and has received *

customary fees and reimbursement of expenses for such services.

I
Opinion of KCPL's Financial Advisor

On March 18,1993, Merrill Lynch delivered its oral opinion, which opinion was subsequently confirmed in
written opinions dated as of such date and as of the date of this Jnint Proxy Statement / Prospectus, to the KCPL
Board to the effect that, as of such dates, and based upon the assumptions made, matters considered and limits
of review as set forth in such opinions, the proposed Aggregate Consideration to be received by the holders of

KCPL Common Stock (other than Western Resources and its affiliates) was fair to such holders from a financial
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point of view, References herein to the "Merrill Lynch Opinion" refer to the opinion of Merrill Lynch dated as
of the date of this Joint Proxy Statement / Prospectus.

A copy of the Sierrill Lynch Opinion, which sets forth the assumptions made, matters considered and
certain limitations on the scope of resiew undertaken by Sierrill Lynch, is attached as Annex C to this
Joint Proxy Statement / Prospectus, KCPL shareholders are urged to read such opinion in its entirety, The
Merrill Lynch opinions were Intended for the use and benefit of the KCPL Board, were directed only to
the fairness of the Aggregate Consideration to be received by the holders of KCPL Common Stock (other
than Western Resources and its affiliates) from a financial point of view, and do not constitute a
recommendation to any KCPL shareholder as to how such shareholder should vote with respect to the
Merger Agreement and the KCPL Merger, The summary of the Sierrill Lynch Opinion set forth in this
Joint Proxy Statement / Prospectus is qualified in its entirety by reference to the full text of the Merrill
Lynch Opinion attached as Annex C hereto,

In arriving at the Merrill Lynch Opinion, Merrill Lynch, among other things, (i) reviewed certain publicly
available business and fmancial information relating to KCPL and Western Resources that Merrill Lynch deemed
to be relevant; (ii) reviewed certain publicly available business and financial information relating to ONEOK,
Protection One and Hanover Compressor Co. ("Hanover"); (iii) reviewed certain information, including
financial forecasts, relating to the business, earnings, cash flow, assets, liabilities and prospects of KCPL,
Western Resources and Westar Energy (including, in the case of Westem Resources, certain unaudited pro forma
financial information provided by Western Resources relating to the-acquisition of its interests in ONEOK and

'~

Protection One, certain information and financial forecasts prepared by management of Western Resources
relating to ONEOK, and certain financial information relating to KGE and KPL, as well as the cost savings and
synergies expected to result from the KCPL Merger and KGE Merger fumished to Merrill Lynch by KCPL and
Western Resources (collectively, the " Expected Savings and Synergies"); (iv) reviewed a reserve report as of,

October 31,1997 (the " Reserve Report"), prepared by KCPL and KCPL's independent reserve engineer (the
" Reserve Engineer"); (v) conducted discussions with members of senior management and representatives of
KCPL, Western Resources and Protection One concerning the matters described in clauses (i) through (iv) above,
as well as their respective businesses and prospects before and after giving effect to the Mergers and the Expected
Savings and Synergies; (vi) reviewed the historical market prices, trading activity and valuation multiples for
KCPL Common Stock and Western Resources Common Stock and compared them with that of certain publicly
traded companies that Merrill Lynch deemed to be relevant; (vii) reviewed the results of operations of KCPL
and Western Resources and compared them with those of certain publicly traded companies that Merrill Lynch
deemed to be relevac, (viii) compared the proposed financial terms of the Transactions with the financial terms
of certain other transactions that Merrill Lynch deemed to be relevant; (ix) participated in certain discussions
and negotiations among representatives of KCPL and Western Resources and their financial and legal advisors;
(x) reviewed the potential pro forma impact of the Mergers on Western Resources and Westar Energy; (xi)
reviewed the Merger Agreement; and (xii) reviewed such other fmancial studies and analyses and took into
account such other matters as Merrill Lynch deemed necessary, including Merrill Lynch's essessment of general

- economic, regulatory, market and monetary conditions.

- '' In preparing the Merrill Lynch Opinion, Merrill Lynch assumed and relied on the accuracy and
completeness of all information supplied or otherwise made available to Merrill Lynch or publicly available, and
Merrill Lynch did not assume any responsibility for independently verifying such information or undertake an
independent evaluation or appraisal of any of the assets or liabilities of the KCPL or Western Resources, and
was not furnished with any such evaluation or appraisal other than the Reserve Report. In addition, Merrill Lynch
did not assume any obligation to conduct, nor did it ccnduct any physical inspection of the properties or facilities
of KCPL or Western Resources. With respect to the financial forecast information and the Expected Savings and
Synergies furnished to or discussed with Merrill Lynch by KCPL or Western Resources, Merrill Lynch assumed
that such information had been reasonably prepared in accordance with accepted industry practices and reflected
the best currently available estimates and judgment of KCPL's or Western Resources' management as to the
expected future financial performance of Western Resources or Westar Energy, as the case may be, and the

!
Expected Savings and Synergies, and as to the expected future projected outcomes of various legal, regulatory
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and other contingencies. Additionally, Merrill Lynch assumed that the Reserve Report was reasonably prepared
and reflected the best currently available estimates and judgments of KCPL and the Reserve Engineer as to
KCPL's reserves, the future natural gas production volume and associated costs. hierrill Lynch further assumed
that, for federal income tax purposes, the KCPL Merger would qualify as a tax free reorganization under the
provisions of Section 368(a)(1)(F) of the Code and that the KGE Merger would qualify as a tax-free
reorganization under the provisions of Sections 368(a)(1)(A) and (a)(2)(E) of the Code,

The Merrill Lynch Opinion was necessarily based upon market, regulatory, economic and other conditions
as they existed and could be evaluated, and the information made available to Mettill Lynch, as of the date of
the Merrill Lynch Opinion. .

In addition, Merrill Lynch also assumed that in the course of obtaining the necessary regulatory or other
consents and approvals (contractual or otherwise) for the Transactions, no restrictions, including any divestiture *

requirements or other amendments or modifications, would be imposed that would have a material adverse effect
on the contemplated benefits of the Transactions or the Expected Savings and Synergies.

The Merrill Lynch Opinion does not address the underlying decision by KCPL to engage in the
Transactions. In connection with the preparation of the Merrill Lynch Opinion, Merrill Lynch was not authorized
by KCPL or the KCPL Board to solicit, nor did Merrill Lynch solicit, third-party indications of interest for the
acquisition of all or any part of KCPL. Further, in rendering the Merrill Lynch Opinion, Merrill Lynch did not
address the relative merits of the Transactions and the transactions contemplated by the Original Merger^

|
T, Agreement. In addition, Merrill Lynch expressed no opinion as to what the value of the Western Resources'

Common Stock would be following the announcement of or when issued upon the consummation of the
Transactions or what the value of the Westar Energy Common Stock would be following the consummation of

the Transactions.
,

The following is a summary of certain financial and comparative analyses performed by Merrill Lynch in
arriving at the Merrill Lynch opinion delivered to the KCPL Board on March 18,1998.,

!
i

KCPL Valuation

Merrill Lynch obtained estimated aggregate equity and estimated per share equity valuation ranges for
KCPL by separately analyzing and calculating the values of KCPL's regulated utility business (the "KCPL
Regulated Business") and unregulated businesses (the "KCPL Unregulated Businesses") op: rated by KLT.

Merrill Lynch analyzed the KCPL Regulated Business by performing an analysis of publicly traded
comparable companies and a discounted cash flow ("DCF") analysis. Merrill Lynch analyzed the KCPL
Unregulated Businesses by performing comparable company trading analyses, DCF analyses, comparable
acquisition analyses and by valuing certain KLT businesses at various multiples of book value. Merrill Lynch
obtained an estimated aggregate equity valuation range of KCPL by subtracting from the estimated aggregate

*

. enterprise valuation range for KCPL net debt (including liquidation preference of preferred stock for KCPL at
December 31,1997).,-

Based on these analyses, Merrill Lynch calculated estimated aggregate equity and estimated per share equity -

valuations for KCPL ranging from approximately $1.7 billion to $2.0 billion and $27.13 to $32.94, respectively.

KCPL Stock Price Study

Merrill Lynch reviewed the per share closing market prices of KCPL Common Stock for the period
beginning January 2,1996 and ending on March 13, 1998, and compared such movements to the movements -

during the same period of the Standard & Poor's Electric Utility Index (the "S&P Electric Utility Index") and
the Standard & Poor's 500 Index (the "S&P 500 Index").
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KCPL Regulated Business

Using the methodologies described below, hierrill Lynch arrived at an estimated enterprise valuation for
the KCPL Regulated Business ranging from approximately $2.4 billion to $2.6 billion.

!
,

| Publicly Traded Comparable Company Analysis. Using publicly available information, hierrill Lynch
compared certain financial and operating information and ratios (described below) for the KCPL Regulated

'

| Business with the corresponding tinancial and operating information and ratios for a group of publicly traded

| companies that hierrill Lynch deemed to be reasonably similar to the KCPL Regulated Business. The companies

| included in such analysis were: Ameren Corporation, Illinova Corporation, NIidAmerican Energy Company, New
Century Energy, Inc., NIPSCO Energy Services, Northem States Power Co., OGE Energy Corp., Utilicorp
United Inc. and Wisconsin Energy Corporation (collectively, the " Regulated Business Comparables"),

hierrill Lynch derived implied enterprise valuation ranges from the KCPL Regulated Business by selecting,
from the Regulated Business Comparables, certain multiples of 1997 EPS,1998 EPS and 1999 EPS (which EPS
estimates were obtained from the First Call Corporation ("First Call")), multiples derived by comparing market
capitalization to EBITDA ("htarket Cap /EBITDA"), multiples derived by comparing market value to book
value ("Starket Value/BV"), and dividend yields. The relevant multiple ranges for 1997 EPS,1998 EPS and
1999 EPS, hfarket Cap /EBITDA and Starket Value/BV and dividend yields were 14.0x to 18.tx,13.9x to 16.5x,
13.1x to 15.3x, 6.5x to 9.3x,1.5x to 2.7x, and 3.5% to 6.6%, respectively, compared to the corresponding
multiples and dividend yield for the KCPL Common Stock of 14.4x,14.4x,13.6x, 7.6x, 2.0x and 5.3%,i_

respectively. As used herein, " market capitalization" means market value plus liquidation value of preferredis

equity plus debt minus cash.

Discounted Cash Flow Analysis. hierrill Lynch performed a DCF analysis for the KCPL Regulated
Business using KCPL management's projections and calculated an estimated enterprise valuation range. The
DCF was calculated assuming discount rates ranging from 7.5% to 8.5% and was comprised of the sum of the
present values of (i) the projected unlevered free cash flows for the years 1998 through 2002, and (ii) the 2002
terminal value based upon three techniques: (a) a range of multiples from 6.0x to 6.5x of 2002 estimated
EBITDA, (b) a range of multiples from 8.5x to 9.5x of 2002 estimated EBIT and (c) a range of multiples from
14.0x to 16.0x of 2002 estimated tax-effected EBIT.

KCPL Unregulated Businesses

hierrill Lynch derived an estimated enterprise valuation for the KCPL Unregulated Businesses using various
valuation methodologies similar to those described above, including a comparable company trading analysis, a
DCF analysis, a comparable acquisition analysis, and a multiple of book value approach.

KCPL Comparable Transaction Analysis

hierrill Lynch reviewed certain publicly available information regarding 15 selected business combinations |
'

in the utility industry announced since h!ay 1995. hierrill Lynch compared the " offer value" (i.e., the offer price
per share multiplied by the sum of the number of shares outstanding and the number of exercisable options
outstanding (net of option proceeds)) of each such transaction as a percentage premium to the stock price of the
acquired company prior to the date of announcement, and as a multiple of book value of the acquired company, I

the next fiscal years' estimated EPS of the acquired company at the date of announcement (" Forward EPS") |

| and the " transaction value" (i.e., the offer value plus liquidation value of preferred equity plus debt minus cash)
as a multiple of LThi EBITDA of the acquired company. The relevant percentage premiums of offer value to
stock price for such transactions ranged from 2% to 46%, the relevant multiples of offer value to book value and
Forward EPS ranged from 0.84x to 3.14x and i1.0x to 20.6x, respectively, and the relevant multiples of
transaction value to LThi EBITDA ranged from 5.2x to 12.9x.

l
1
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Western Resources Valuation

Based upon the valuation techniques described below, hierrill Lynch derived estimated aggregate equity and -
estimated per share equity valuation ranges for Westem Resources. hierrill Lynch obtained the estimated
aggregate equity valuation range for Western Resources by subtracting from the estimated enterprise valuation
range of Westem Resources net debt (including liquidation preference of preferred stock for Western Resources
at December 31,1997).

hierrill Lynch ob:ained the estimated enterprise valuation range for Western Resources by separately
analyzing and calculating the values of the regulated electric business (the "Westem Resources Regulated
Business"), and Westem Resources * diversified investments, including its investments in ONEOK, Protection

-

One, Hanover and other miscellaneous businesses (the "Westem Resources Unregulated Businesses").

Based on these analyses, hierrill Lynch calculated estimated aggregate equity and estimated per share equity ,

valuations for Westem Resources ranging from apptcximately $2.4 billion to $3.1 billion and $36.72 to $46.82,

respectively.

Western Resources Stock Price Study

hierrill Lynch reviewed the per share closing market prices of Westem Resources Common Stock for the
period beginning January 2,1996 and ending on blarch 13, 1998, and compared such movements to the
movements during the same period of the S&P Electric Utility Index and the S&P 500 Index.

. . .

Western Resources Regulated Business

Using the methodologies described below, hierrill Lynch arrived at an estimated enterprise valuation for

,

the Westem Resources Regulated Business ranging from approximately $3.0 billion to $3.3 billion.

Publicly Traded Comparable Company Analysis. Using publicly available information, hierrill Lynch
compared certain fmancial and operating information and ratios (described below) for the Western Resources
Regulated Businesses with the corresponding financial and operating information and ratios for the Regulated
Business Comparables.

hierrill Lynch derived implied enterprise valuation ranges from the Western Resources Regulated Business
by selecting, from the Regulated Business Comparables, certain multiples of 1997 EPS,1998 EPS and 1999 EPS
(which EPS estimates were obtained from First Call), h!arket Cap /EBITDA, hlarket Value/BV, and dividend
yields. The relevant multiple ranges for 1997 EPS,1998 EPS and 1999 EPS, htarket Cap /EBITDA and blarket
Value/BV and dividend yields were 14.0x to 18.tx,13.9x to 16.5x,13.1x to 15.3x,6.St to 9.3x,1.5x to 2.7x,
and 3.5% to 6.6%, respectively, compared to the corresponding multiples for the Westem Resources Common
Stock (excluding for purposes of the blarket Value/BV ratio the after tax gain resulting from the sale of the Tyco
Stock) of 20.5x,15.9x,14.8x,7.9x,1.9x and 5.1%, respectively.

Discounted Cash Flow Analysis. hierrill Lynch performed a DCF analysis for the Western Resources

,Q, Regulated Business using Western Resources * management projections and calculated an estimated enterprise
*

valuation range. The DCF was calculated assuming discount rates ranging from 7.5% to 8.5% and was comprised
of the sum of the present values of(i) the projected unlevered free cash flows for the years 1998 through 2002,
and (ii) the 2002 terminal value based upon three techniques: (a) a range of multiples from 5.75x to 6.25x of .

2002 estimated EBITDA, (b) a range of multiples from 8.0x to 9.0x of 2002 estimated EBIT and (c) a range of

multiples from 13.0x to 15.0x of 2002 estimated tax-effected EBIT.

Western Resources Unregulated Businesses

Based upon the valuation techniques described below, hierrill Lynch derived an estimated valuation range
for Westem Resources * approximately 45% diluted equity ownership position in ONEOK (assuming conversion
of the Series A Convertible Preferred Stock), its approximately 82% equity ownership position in Protection One,

and its approximately 11% equity ownership position in Hanover.
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ONEOK Stock Price Performance and Public Afarket Perspective, hierrill Lynch reviewed the per share
closing market prices of the common stock of ONEOK for the period beginning January 2,1996 and ending on
hlarch 13,1998, and compared the movements of such common stock to the movements during the same period
of the S&P 500 Indet. hierrill Lynch also reviewed selected public market information and research perspectives
on ONEOK.

ONEOK Publicly Traded Comparable Company Analysis. Using publicly available information, hierrill'

Lynch compared cer ain financial and operating information and ratios (described below) for ONEOK, with the
corresponding financial and operating information and ratios for a group of publicly traded companies that
hierrill Lynch deemed to be reasonably similar to ONEOK. The companies included in the ONEOK comparable
company analysis were: AGL Resources Inc., Atmos Energy Corporation, Indiana Energy Inc., Laclede Gas Co.,
htCN Corporation, National Fuel Gas Company, New Jersey Resources Corp., Nicor Inc., Northwest Natural
Gas Corporation and Piedmont Natural Gas Corporation (collectively, the "ONEOK Comparables").

hierrill Lynch cerived implied enterprise and aggregate common equity valuation ranges from the ONEOK
Comparables by selecting, from the ONEOK Comparables, certain multiples of 1997 EPS,1998 EPS and 1999s

EPS (which EPS estimates were obtained from First Call), h!arket Value/BV and dividend yields. The relevant
multiple ranges for 1997 EPS,1998 EPS and 1999 EPS, h!arket Value/BV and dividend yields were 14.0x to
19.6x,14.5x to 17.5x,13.6x to 15.3x,1.6x to 2.7x and 2.8% to 5.5%, respectively, compared to the
corresponding multiples and dividend yield for the ONEOK common stock of 18.2x,17.3x,15.8x,1.8x and
3.17%, respectively.

_

Protection One Stock Price Performance and Public blarket Perspective. hierrill Lynch reviewed the per
share closing marks: prices of the common stock of Protection One for the period beginning January 2,1996
and ending on hlarc113,1998, and compared the movements of such common stock to the movements during
the same period of te S&P 500 Index. hierrill Lynch also reviewed selected public market information and
research perspective:, on Protection One.

Protection One Discounted Cash flow Analysis. hierrill Lynch performed a DCF analysis for Protection
One using certain lictited financial forecasts furnished by Protection One's management (" Base Case DCF"), as !

well as an alternate set of projections retlecting more conservative projected 5 year growth rates in revenues,
EBITDA, unlevered net income and capital expenditures ("Altemate Case DCF"), and calculated estimated
valuation ranges for Protection One.

Each of the Base Case DCF and the Alternate Case DCF was calculated assuming discount rates ranging
from 11.0% to 14.04 and was comprised of the sum of the present values of (i) the projected unlevered free
cash flows for the years 1998 through 2002, and (ii) the 2002 terminal value based upon a range of multiples
from 7.5x to 8.5x of 2002 estimated EBITDA.

Hanover Stock Price Performance and Public ofarket Perspective, hietrill Lynch reviewed the per share
closing market pricei of the common stock of Hanover for the period beginning July 1,1997 and ending on
h! arch 13,1998, and :ompared such movements to the movements during the same period of the S&P 500 Index.

.

hierrill Lynch also reviewed selected public market information and research perspectives on Hanoser.

Westar Energy Valuation Analysis

hierrill Lynch ebtained estimated aggregate equity and estimated per share equity valuation ranges for
Westar Energy. hierrill Lynch obtained the estimated aggregate equity valuation for Westar Energy by adding
the ranges of estimatel equity valuations for the KCPL Regulated Business and the Western Resources Regulated
Business derived using the valuation techniques described above, including a range of estimated present values
of the Expected Savings and Synergies estimated by Western Resources. The present value of the Expected
Savings and Synergies was estimated net of taxes and costs expected to be incurred to realize such synergies and
using a discount rate of 9.0%, and, as a sensitivity analysis, assuming that Westar Energy realizes a range of the
Expected Savings ard Synergies estimated by Western Resources. Nierrill Lynch obtained the estimated
aggregate equity valuation range for Westar Energy by subtracting from the estimated enterprise valuation range
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of Westar Energy pro forma net debt of $2.7 billion. Based on such analyses,5terrill Lynch calculated estimated
aggregate equity and estimated per share equity valuations for Westar Erergy ranging from approximately $3.0
billion to $3.7 billion and $9.55 to $11.96, respectively.

Pro forma Combination Analyses

Accretion / Dilution Analysis, hiernll Lynch compared certain pro forma effects resulting from the hiergers,
including the EPS of KCPL Common Stock, using Western Resources management projections ("Westem
Resources $1anagement Case") and KCPL management projections ("KCPL hianagement Case"), as well as
an alternative set of projections reflecting more conservative projected growth rates in EPS for each of Western
Resources and KCPL for the projected period (the " Western Resources Attemate Case" and the "KCPL *

Altemate Case," respectively). In performing its pro forma analysis, hiemil Lynch assumed the level of
Expected Savings and Synergies estimated by Westem Resources (the " Synergies Base Case"). As a sensitivity
analysis, hierrill Lynch also performed its pro forma analysis assuming that Westar Energy realizes fifty percent ,

of the Expected Savings and Synergies estimated by Westem Resources (the " Synergies Sensitivity Case").
Such analyses were performed based upon the Conversion Ratio and assuming a Westem Resources Index Price
of $42.31.

Such analyses indicated that, as to the projected EPS of the Westem Resources Common Stock, the hiergers
would be dilutive and then accretive for the projected period for the KCPL htanagement Case (for each of the
Western Resources hianagement Case and the Western Resources AItemate Case using both the Synergies Base
Case and the Synergies Sensitivity Case), and dilutive throughout the projected period for all other cases.

.

Western Resources Pro Forma Analysis. hierrill Lynch obtained estimated aggregate enterprise, estimated
aggregate equity, and estimated per share equity valuation ranges for Western Resources by performing a pro
forma analysis of the Transactions. hierrill Lynch obtained the estimated aggregate enterprise valuation for
Westem Resources by subtracting from the range of estimated aggregate enterprise valuations the range of the
stand-alone valuations of the Westem Resources Regulated Business to be contributed to Westar Energy, and
adding (i) the aggregate enterprise valuation for KLT, which will be distributed to Westem Resources, and (ii)
the aggregate valuation of Western Resources' pro fomia 80.1% equity interest in Westar Energy.

Based on such analyses, hierrill Lynch calculated an estimated pro forma aggregate equity valuation for
Westem Resources ranging from approximately $3.7 billion to $4.8 billion, and, based upon a range of the
number of shares of Western Resources Common Stock estimated to be outstanding based on the Conversion
Ratio and a Westem Resources Index Price ranging from $38.28 to $47.00, an estimated pro forma per share
equity valuation ranging from $36.01 to $50.28.

Pro forma Stock Ownership Analysis, hierrill Lynch reviewed the Conversion Ratio and the number of
; shares of Western Resources Common Stock to be issued to holders of KCPL Common Stock based upon a
| Western Resources Index Price nnging from $26.00 to $68.00. Such analysis indicated that current shareholders
| of KCPL would own a maximum of approximately 41% of the Westem Resources Common Stock at a Westem

Resources Index Price of $26.00 and would own a minimum of 30% of the Western Resources Common Stock
at a Westem Resources Index Price of $68.00.'

. .

implied Transaction Value Analysis'

j ' hierrill Lynch reviewed the ranges of aggregate values implied by the Transactions per share of the KCPL
j Common Stock. This analysis was based upon ranges of estimated equity valuations for Westar Energy derived -

using the valuation techniques described above, and ranges of implied values of the Western Resources Common
Stock assuming different Westem Resources index Prices under the " collar" mechanism. hierrill Lynch also
reviewed such aggregate values on a present value basis assuming that the Transactions close in one year or in
two years.

|
The summary set forth above does not purport to be a complete description of the analyses performed by

hierrill Lynch in arriving at the hierrill Lynch opinions. The preparation of a fairness opinion is a complex,

analytic process not necessarily susceptible to partial or summary description. hierrill Lynch believes that its
analyses must be considered as a whole and that selecting portions of its analyses and of the factors considered
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by it, without considering all such factors and analyses, could create a misleading view of the process underlying
its analyses set forth in the Merrill Lynch opinions. Merrill Lynch did not assign relative weights to any of its
analyses in preparing its opinions. The matters considered by Mernli Lynch in its analyses were based on
numerous macroeconomic, operating and financial assumptions with respect to industry performance, general
business and economic conditions and other matters, many of which are beyond KCPL's control and involve the
application of complex methodologies and educated judgment. Any estimates incorporated in the analyses
performed by Merrill Lynch are not necessarily indicative of actual past or future results or values, which may
be significantly more or less favorable than such estimates. Estimated values do not purport to be appraisals and
do not necessarily reflect the prices at which business segments or companies may be sold in the future, and
such estimates are inherently subject to uncertainty. No public company utilized as a comparison is identical to
KCPL, and none of the Regulated Business Comparables, the ONEOK Comparables or other business
combinations used as a comparison is identical to the proposed Mergers. Accordingly, an analysis of publicly
traded comparable companies is not mathematical; rather it involves complex considerations and judgments
concerning differences in financial and operating characteristics of the comparable companies and other factors
that could affect the public trading value of the comparable companies or company to which they are being
comnared.

Pursuant to the terms of an engagement letter dated February 26,1998, KCPL paid Merrill Lynch a fee of
$4 million upon the execution of the Merger Agreement and has agreed to pay Merrill Lynch an additional fee
of $5 million payable upon the approval by the shareholders of KCPL of the Merger Agreement and the KCPL
Merger, and an additional fee of $1 million upon the closing of the Transactions. KCPL has also agreed to
reimburse Merrill Lynch for its reasonable out-of-pocket expenses (including the reasonable fees and |

disbursements of its legal counsel) and to indemnify Merrill Lynch and certain related persons from and against
certain liabilities in connection with its engagement, including certain liabilities under the federal securities laws
arising out of its engagement.

The KCPL Board selected Merrill Lynch to render a faimess opinion because Merrill Lynch is an
internationally recognized investment bank.ing firm with substantial experience in transactions similar to the
Transactions and because it is familiar with KCPL and its business. Merrill Lynch has from time to time provided
financial advisory, financing and other services to KCPL and certain of its aftiliates for which it has received
fees for the rendering of such services. As part of its investment banking business, Merrill Lynch is continually
engaged in the valuation of businesses and their securities in connection with mergers and acquisitions.

In the ordinary course of Merrill Lynch's business, Merrill Lynch may actively trade the securities of KCPL I

as well as the securities of Westem Resources and its affiliates for its own account and for the accounts of its
customers and, accordingly, may at any time hold a long or short position in such securities.

Interests of Certain Persons in the Transactions
In considering the recommendations of the KCPL Board and the Western Resources Board with respect to

the Transactions, shareowners should be aware that certain members of the Westem Resources Board and the
KCPL Board and certain members of the managements of Western Resources and KCPL have certain interests

in the Transactions that are in addition to or different from those as shareowners of Western Resources and KCPL
generally. The Boards of Directors of each of KCPL and Western Resources were aware of these interests and
considered them, among other matters, in approving the Merger Agreement and the Transactions.

Board of Directors. The Merger Agreement provides that, at the KGE Effective Time, the Westem
Resources Board shall r.ppoint three members of the KCPL Board to the Western Resources Board: William H.
Clark, Robert L Dineen and Robert H. West. In addition, each of the eleven current members of the Western
Resources Board will continue in office following the KGE Effective Time. The Merger Agreement also provides
that at the KGE Effective Time, Western Resources will cause the initial Board of Directors of Westar Energy to

be comprised of six members designated by Western Resources and four members selected from the KCPL
Board, as of the date of the Merger Agreement, designated by KCPL. Thereafter, directors ef Westar Energy
will be nominated and elected in accordance with the procedures set forth in the Westar Energy Articles and
Westar Energy Bylaws.
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Management of Westar Energy Following the Transactions. Following the Transactions, John E. Hayes. ]r.
will be the chairman of the Westar Energy Board and Drue Jennings will be Chief Executive Officer of Westar

Energy.

KCPL Stock Options. The Merger Agreement provides that prior to the KCPL Effective Time, KCPL will
take such actions as may be necessary such that immediately prior to the KCPL Effective Time, each option to

purchase shares of KCPL Common Stock and any KCPL Stock Options which are outstanding, whether or not
then exercisable, will be canceled and entitle the holder of any then exercisable KCPL Stock Options, upon
surrender of all outstanding KCPL Stock Options, to receive in consideration of such cancellation an amount in
cash from KCPL equal to the result of multiplying the number of shares of KCPL Common Stock previously ,

subject to such KCPL Stock Option by the difference between (i) the sum of (x) the fair market value of the
number of shares of Western Resources Common Stock (as determined by the average closing price of the
Westem Resources Common Stock for the five (5) consecutive trading day period occurring immediately

-

following the Westem Resources Stock Distribution) that such optionee would have received if such optionee
had exercised a KCPL Stock Option to purchase one f1) share of KCPL Common Stock immediately prior to
the KCPL Effective Time and (y) the fair market value of the number of shares of Westar Energy Series A
Common Stock (as determined by the average closing price of the Westar Energy Series A Common Stock for
the five (5) consecutive trading day period occurring immediately following the Western Resources Stock
Distribution) that such optionee would have received if such optionee had exercised a KCPL Stock Option to
purchase one (1) share of KCPL Common Stock immediately prior to the KCPL Effective Time and (ii) the per
share exercise price of such KCPL Stock Options. See "THE MERGER AGREEMENT-Stock Options."

.

The value of the outstanding KCPL Stock Options held by interested persons, as of the last practicable date
prior to the mailing of this Joint Proxy Statement / Prospectus, is contained in the followtng chart:

Total

! Shareholder Options (1) Value (2) .

f Dme Jennings . . . . . . . . . . . . . 95,819.186 $1,7 I8,825
.. .. ... .. .. ..... ...

Bernard Beaudoin . . . . . . . . . 31,128.381 $ 601,063...... .. ..... . .... ... ... .

Ronald Wasson . . . 25,873.818 $ 464.507. . .... . . . .. . .. ... ... . . .. ...

L Tumer White 23.106.986 $ 382,000
... ...... . ..... . ... ... ..... . . ... .. .

Marcus Jackson . 21.005.160 $ 327,378... ... . . .. . ... ..... ... ... .. .. .

| The aggregate amount of cash that KCPL would be required to pay in consideration of cancellation of all
KCPL Stock Options, including those in the above chart is $5,640,116.

(1) Total number of shares represented by unexercised KCPL Stock Options and amounts equivalent to accrued
dividends on options.

(2) Value of options is based on (a) the price of Westem Resources Common Stock as of May 13,1998, the
best practicable date prior to mailing the Joint Proxy Statement / Prospectus, which would result in the
distribution to KCPL's shareholders of $23.50 worth of Western Resources Common Stock for each share

[ of KCPL Common Stock; and (b) a value of $12.00 per share of Series A Westar Energy Common Stock to
be distributed to KCPL's shareholders for each share of KCPL Common Stock, and includes the value of ,

- dividends which would be paid upon exercise on June 19,1998 to shareholders of record at the close of
. business on May 29,1998.

Western Resources Stock Oprions. The Transactions will not affect the vesting period or exercisability of .

any outstanding options to purchase Western Resources Common Stock.

KCPL Severance Agreements. KCPL has entered into severance agreements (the "KCPL Severance
Agreements") with certain of its senior executive officers to ensure their continued service and dedication to
KCPL and their objectivity in considering on behalf of KCPL any transaction which would change the control
of KCPL. IJnder the KCPL Severance Agreements, a senior executive officer would be entitled to receive a
lump-sum cash payment and certain insurance benefits if during the three-year period after a change in control

( (as defined below) (or, if later, the three-year period following the consummation of a transaction the approval
of which, by KCPL's shareholders constitutes a change in control) such officer's employment was terminated (i)i

l
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|by KCPL other than for cause or upon death or disability, (ii) by such senior executive officer for " Good
Reason" (as defined in the KCPL Severance Agreements), or (iii) by such senior executive officer for any reason

J
during a 30 day period commencing one year after such change in control (or, if later, commencing one year
following consummation of the transaction the approval of which by KCPL shareholders constitutes a change in
control) (a " Qualifying Termination"). In this context, a " change in control" is defined as (i) an acquisition by
a person or group of 20% or more of the KCPL Common Stock (other than an acquisition from or by KCPL or
by a KCPL benefit plan), (ii) a change in a majority of the KCPL Board, or (iii) approval by the KCPL
shareholders of a reorganization, merger or consolidation (unless such shareholders receive 60% or more of the

j
stock of the surviving company) or a liquidation, dissolution or sale of substantially all of KCPL's assets.

Upon a Qualifying Termination, KCPL must make a lump-sum cash payment to a senior executive officer
of (i) such semor executive officer's base salary through the date of termination, (ii) a pro-rated bonus based
upon the average of the bonuses paid to such senior executive officer for the last five tiscal years, (iii) any
accrued vacation pay, (iv) three times such senior executive officer's highest base salary during the prior 12
months, (v) three times the average of the bonuses paid to such senior executive officer fx the last five fiscal
years, (vi) the actuarial equivalent of the excess of the senior executive officer's accrued pension benefits,
computed as if the senior executive officer had three additional years of benefit accrual service, over the senior
executive officer's vested accrued pension benefits and (vii) the value of any unvested KCPL contributions for
the benefit of the senior executive officer under the KCPL Employee Savings Plus Plan. In addition, KCPL must
offer health, disability and life insurance plan coverage to the senior executive officer and his dependents on the

_
same terms and conditions that existed immediately prior to the Qualifying Termination for three years, or, if
earlier, until such senior executive officer is covered by equivalent plan benefits. KCPL is also obligated to make-

certain " gross-up" payments in connection with tax obligations arising pursuant to payments under the KCPL
Severance Agreements as well as to provide reimbursement of certain expenses relating to disputes axising |

thereunder. I
.

Western Resources Severance Agreements. Westem Resources has entered into severance agreements (the
" Western Resources Severance Agreements") with certain of its officers to ensure tneir continued service and i

dedication to Western Resources and their objectivity in considering on behalf of Western Resources any |
transaction which would result in a change in control of Western Resources. Under the Western Resources ,

!Severance Agreements, during the twelve-month period after a change in control, the covered officer would be
entitled to receive a lump sum cash payment and certain insurance benefits if such officer's employment were
terminated by Western Resources other than for cause or upon death, disability, or retirement, or by such officer
for good reason (as described in the Western Resources Severance Agreements).

Upon such termination, Western Resources must make a lump-sum cash payment to the covered officer, in
addition to any other compensation to which the officer is entitled, of (i) two (three in the case of certain
executive officers) times such officer's base salary, (ii) two (three in the case of certain executive officers) times
the average of the bonuses paid to such officer for the last three fiscal years, and (iii) the actuarial equisalent of
the excess of the officer's accrued pension benefits, computed as if the officer had two (three in the case of certain |

' executive officers) additional years of benefit accrual service, over the officer's vested accrued pension benefits.
'

,

In addition, Western Resources must offer health, disability and life insurance coverage to the officer and his or.

. her dependents on the same terms and conditions that existed immediately prior to the termination for two (three
in the case of certain executive officers) years, or, if earlier, until such officer is covered by equivalent benefits.

Western Resources has also provided under an Executive Salary Continuation Plan (the " Plan") specified
supplemental retirement benefits to its officers. If a change in control of Western Resources occurs, each
participant in the Plan will as of the day next preceding such change in control be deemed to be 65 years of age
as of the date of such change in control for purposes of determining retirement benefits and vesting under the
Plan.

In this context, a " change in control" is deemed to have occurred when: (i) a person becomes the
" beneficial owner" (as defined in Rule 13d-3 under the Exchange Act), directly or indirectly, of 30% or more
of the Voting Securities (as defined below);(ii) individuals who constitute the Westem Resources Board on the
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date hereof (the " Incumbent Board") cease to constitute a majority thereof, provided that any person who |

becomes a director by approval of at least three quarters of the directors comprising the Incumbent Board (either
by a specific vote or by approval of the proxy statement in which such person is named as a nominee for director, i

without objection to such nomination) shall be considered a member of the incumbent Board; (iii) the approval
of Western Resources shareowners of the merger or consolidation of Westem Resources (other than a merger or
consolidation immediately following which the shareowners of Western Resources immediately prior thereto
own, directly or indirectly, more than 75% of the Voting Securities of the merged or consolidated company) and
the consummation of such transaction; (iv) the liquidation or dissolution of Western Resources; or (v) the sale of
all or substantially all of the assets of Westem Resources. " Voting Securities" shall mean Western Resources'
outstanding securities ordinarily having the right to vote at elections of directors. *

Indemnification. Pursuant to the hierger Agreement, Westar Energy has agreed to indemnify each present
and former director and officer of Western Resources, Westar Energy, KGE and KCPL against liabilities or

'
expenses incurred in connection with claims relating to matters prior to the KGE Effective Time, and to maintain
in effect directors' and officers' liability insurance for the benefit of the directors and officers of KCPL. See
"THE h1ERGER AGREEMENT-Directors' and Officers' Indemnification."

Dividend Reinvestment Plan

The letter of transmittal to be delivered to KCPL shareholders will provide that KCPL shareholders who
hold their shares through the KCPL dividend reinvestment plan will have the option to place the shares of

_- Western Resources Common Stock they will receive in the Western Resources Stock Distribution directly into
the Western Resources direct stock purchase plan and the shares of Westar Energy they will receive in the KGE
hierger into a dividend reinvestment plan intended to be established by Westar Energy at the KCPL Effective
Time.

Certain Federal Income Tax Consequences

Consequences to Erchanging Shareowners. In the opinion of Skadden Arps and Sullivan & Cromwell,(i)
the KCPL Merger will qualify as a reorganization within the meaning of Section 368(a) of the Code, (ii) the KGE
Merger will qualify as a reorganization within the meaning of Section 368(a) of the Code,(iii) no gain or loss will
be recognized by holders of KCPL Common Stock who exchange their KCPL Common Stock for Westar Energy
Common Stock and Western Resources Common Stock in connection with the KCPL Merger and the KGE Merger
(except to the extent that cash is received in lieu of fractional shares of Western Resources Common Stock),(iv)
assuming there are no Dissenting Shares, the aggregate tax basis of a holder's KCPL Common Stock will be
apportioned approximately 19.9% to the Westar Energy Common Stock and approximately 80.1% to the Westem
Resources Common Stock (including fractional shares) received in connection with the KCPL Merger and the
KGE Merger and (v) a holder's holding period in KCPL Common Stock will carry over to the Westar Energy
Common Stock and the Westem Resources Common Stock (including fractional shares) received in connection
with the KCPL Merger and the KGE Merger, provided such KCPL Common Stock was held as a capital asset at
the KCPL Effective Time.

N' Cash received in lieu of a fractional share generally will be treated as received in redemption for such -

- fractional sinre, and gain or loss will be recognized in an amount equal to the difference between the amount of
-

cash received and the adjusted tax basis allocated to the fractional share. Such gain or loss generally should
constitute capital gain or loss, and will be long-term capital gain or loss if the holding period for such fractional
share was greater than one year at the KGE Effective Time. Long-term capital gain of a non-corporate holder is

i generally subject to a maximum tax rate of 28% in respect of property held for more than one year and to a
maximum tax rate of 20% in respect of property held in excess of 18 months.

The discussion set forth above is included for general Information only and does not address the state,
local, foreign income and other tax consequences of the Mergers. Further, the discussion may not apply to
particular categories of shareowners of KCPL or Western Resources, including (1) shareowners who
acquired shares of KCPL Common Stock pursuant to the exercise of employee stock options or otherwise
as compensation, (ii) individuals who are not citizens or residents of the United States, (iii) foreign
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corporations and (iv) entitles that are otherwise subject to special tax treatment under the Code (such as
insurance companies, securities dealers, financial institutions, tax exempt entitles, regulated investment
companies and persons that hold KCPL Common Stock as part of a " straddle," "twdging transaction,"
or " conversion transaction"). The discussion is based on the Code as in effect on the date of this Joint
Prnxy Statement / Prospectus, which may differ at the Closing Date. Shareowners of KCPL and Western
Resources are urged to consult their tax advisors with respect to the specific tax consequences to them of
the hiergers, including the application to them and possible effect upon them of any pending legislation,
the alternative minimum tax, and state, local and foreign income and other tax laws.

Accounting Trcatment

Westar Energy will account for the KCPL h!erger using the purchase method of accounting in accordance

| with the provisions of Accounting Principles Board Opinion No.16 " Business Combinations." Accordingly,
Westar Energy will record at its cost the fair value of the acquired assets less the fair value of the liabilities

i assumed, with the excess of such cost over the estimated fair value of such net assets reflected as goodwill.
Amounts allocated will be based upon the estimated fair values at the KGE Effective Time and could vary
signiticantly from the amounts assumed in the Unaudited Pro Forma Combined Condensed Financial Information
of Western Resources, WREB and KCPL included herein. Westar Energy will account for the KGE hierger as a
transfer of net assets between companies under common control. The assets and liabilities transferred would be
accounted for at historical cost.

|

~ Stock Exchange Listing of the Westar Energy Common Stock and Western Resources Common Stock

| Westar Energy and Western Resources will apply for the hsting on the NYSE of the Westar Energy
! Common Stock and the Westem Resources Common Stock to be issued and distributed in the KCPL hierger

and the Westem Resources Stock Distribution. It is a condition to the consummation of the KGE hierger and the
KCPL hierger that the Westem Resources Common Stock and the Westar Energy Common Stock be approved
for listing on the NYSE, subject to official notice of issuance. So long as Western Resources continues to meet

| applicable requirements, Westem Resources Common Stock will continue to be listed on the NYSE and each of
( the other securities exchanges on which any of such securities are listed. In addition, until called for redemption,

| all classes and series of preferred stock of KCPL and Westem Resources will remain listed on any securities
'

exchange on which such preferred stock is presently listed.

| Federal Securities Law Consequences

I All shares of Westar Energy Common Stock and Westem Resources Common Stock issued in the

| Transactions will be freely transferable (except shares of Westar Energy Common Stock distributed to Westem
Resources), except that shares of Westar Eangy Common Stock and Western Resources Common Stock|

received by persons who are deemed to be " affiliates" (as such term is defined under the Securities Act) of
KCPL prior to the hfergers may be resold by them only in transactions permitted by the resale provisions of
Rule 145 promulgated under the Securities Act (or Rule 144, in the case of such persons who become affiliates
of Western Resources) or as otherwise permitted under the Securities Act. Persons who may be deemed to bc--

aftiliates of KCPL or Western Resources generally include individuals or entities that control, are controlled by,-

,

i ,
or are under common control with, such party and may include certain officers and directors of such party as
well as principal stockholders of such party. The hierger Agreement requires KCPL to use all reasonable efforts
to cause each of its affiliates to execute a written agreement to the effect that such affiliate will not offer or sell

|
or otherwise dispose of (i) any shares of KCPL Common Stock during the period beginning 30 days prior to the
KGE Effective Time and continuing until such time as results covering at least 30 days of post KGE Effective'

Time operations of Westem Resources have been published or (ii) any of the shares of Westar Energy Common
Stock and Westem Resources Common Stock issued to such affiliate in or pursuant to the hiergers in violation
of the Securities Act or the rules and regulations promulgated by the SEC thereunder.

This Joint Proxy Statement / Prospectus does not cover resales of Westar Energy Common Stock or Western

! Resources Common Stock received in the Transactions by any person who may be deemed to be an affiliate of

i KCPL or Western Resources.

'
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Dissenters' Rights
KCPL Section 351.455 of the htGBCL, a copy of which is attached hereto as Annex D, entitles each

351.455 to receive the fair value of theDissenting Holder who follows the procedures set forth in Section
holder's shares in cash. Under Section 35l.455, a holder of KCPL Common Stock may dissent and Westar
Energy, as the surviving corporation, will pay to such Dissenting Holder upon surrender of his or her certificate
or certificates representing such shares, the fair value of such Dissenting Holder's shares as of the day prior to
the KCPL hiecting, if such Dissenting Holder (i) files with KCPL prior to or at the KCPL hieeting a written
objection to the KCPL hierger; (ii) does not vote in favor thereof; and (iii) within 20 days after the KCPL
Effective Time makes a written demand to Westem Resources for payment of the fair value of the shares held,

by such Dissenting Holder as of the day prior to the date of the KCPL hieeting. Such demand shall state the
number and class of the shares owned by such Dissenting Holder. Written objections to the KCPL hierger and
demands for the payment of fair value should be addressed to: KCPL,1201 Walnut, Kansas City, hiissouri
64106-21M, Attention: his. Jeanie Sell Latz, Senior Vice President Corporate Services, Corporate Secretary and

*

Chief Legal Ofheer, Shareholders who have not complied with all of these requirements shall be conclusively
presumed to have consented to the KCPL hierger and shall be bound by the terms thereof. KCPL will provide
written notice of the Effective Time of the KCPL Merger to all shareholders who have timely filed written notice

of objection and not voted in favor of the KCPL hierger.

A proxy markec. "AGAINST" the KCPL hierger will not be deemed to be a written notice of objection to
the KCPL hierger. A shareholder who wishes to dissent from the KCPL Merger and assert appraisal rights must
provide a separate written notice of objection at or prior to the KCPL Meeting, must not vote "FOR" the KCPL
Merger and must make written demand for payment within 20 days after the effective time of the KCPL Merger.

_

t
A proxy marked "AGAINST" or " ABSTAIN" or a shareholder's failure to vote with respect to the KCPL
Merger will suffice as not voting in favor of the KCPL Merger.

A beneficial owner of shares who is not the reccrd owner may not assert appraisal rights. If the shares are
owned of record in a fiduciary capacity, such as by a trustee, guardian or custodian, or by a nominee, the written
demand asserting appraisal rights must be executed by the tiduciary or nominee. If the shares are owned of record
by more than one person, as in a joint tenancy or tenancy in common, the demand must be executed by alljoint
owners. An authorized agent, including an agent for two or more joint owners, may execute the demand for a
shareholder of record; however, the agent must identify the record owner and expressly disclose the fact that,in

executing the demand, he is acting as agent for the record owner.

If wit!Gn 30 days after the KCPL Effective Time the value of such shares is agreed upon between the
Dissenting Holder and Western Resources, payment therefor shall be made within 90 days after the Effective
Time, upon the surrender by such Dissenting Holder of the certificate or certificates representing such shares.
Upon payment of the agreed value, the Dissenting Holder shall cease to have any interest in such shares, in
Western Resources, or in Westar Energy.

If within such 30-day period, a Dissenting Holder and Westem Resources do not so agree as to value, then
the Dissenting Holder may, within 60 days after the expiration of the 30 day period, file a petition in any court

" ' of competent jurisdiction within Jackson County, Missouri, asking for a finding and determination of the fair
-

value of such shares, and shall be entitled to judgment against Western Resources for the amount of such fair'

- value as of the day prior to the date of the KCPL Meeting, together with interest thereon to the date of such
judgment. The judgment shall be payable only upon, and simultaneously with, the surrender to Westem .

Resources of the certificate or certificates representing shares with respect to which appraisal rights have been
exercised. Upon the payment of the judgment, the Dissenting Holder shall cease to have any interest in such
shares, in Westem Resources, or in Westar Energy. Unless the Dissenting Holder shall file such petition within
the 60 day period, such shareholder and all persons claiming under such shareholder shall be conclusively
presumed to have approved and ratified the KCPL Merger and shall be bound by the terms thereof.

The right of a Dissenting Holder to be paid the fair value of the shareholder's shares shall cease if the
shareholder fails to comply with the procedures set forth in Section 351.455 and described above, or if the
Merger Agreement is terminated for any reason.
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The foregoing does not purport to be a complete statement of the procedures to be followed by shareholders

desiring to exercise appraisal rights and,in view of the fact that exercise of such rights requires strict adherence
to the relevant provisions of the blGBCL, shareholders who desire to exercise appraisal rights are advised to I

Ireview with care all applicable provisions of law and to obtain legal counsei concerning proper compliance with
applicable provisions of the blGBCL See Annex D.

Western Resources. Holders of Western Resources Common Stock and Western Resources Preferred
Stock do not have dissenters' rights under the KGCC with respect to the Transactions.

Regulatory Matters

As indicated below, consummation of the Transactions is subject to numerous regulatory approvals which
are presently anticipated to be received within the first half of 1999. Set forth below is a summary of the material
regulatory requirements affecting the Transactions.

State Approvals and Related Matters. KCPL currently is subject to the jurisdiction of the N1PSC and the
Kansas Commission with respect to its utility operations in those states and the issuance and assumption of debt
or equity securities.

Western Resources currently is subject to the jurisdiction of the Kansas Contmission.

Assuming the requisite regulatory approvals are obtained, Westar Energy will be subject to regulation by
_

the hlPSC, and the Kansas Commission.

Public Utility Holding Company Act of 1935. Westem Resources is a " holding company" for purposes |
I

~

of the 1935 Act and is currently exempt under Section 3(a)(1) of the 1935 Act pursuant to Rule 2 promulgated
thereunder from all provisions of the 1935 Act except Section 9(a)(2), which generally requires approval of the
SEC prior to the direct or indirect acquisition of 5% or more of the soting securities of an electric or gas utility
company by any person that already owns, directly or indirectly,5"c or more of the voting securities of one or
more gas or electric utility companies. KCPL is an electric utility company within the meaning of the 1935 Act,
and is exempt from all provisions of the 1935 Act except Section 9(a)(2). Westem Resources and KCPL ,

anticipate that no approval of the SEC under Section 9(a)(2) of the 1935 Act will be required for the Transactions
because, upon consummation of the Transactions, each of KCPL and KGE will be merged with and into Westar
Energy, and Western Resources will own 5% or more of the voting securities of the same number of public
utility companies (Westar Energy and ONEOK), within the meaning of the 1935 Act, as it did prior to
consummation of the Transactions. Western Resources anticipates that, following consummation of the
Transactions, it will continue to be exempt from all provisions of the 1935 Act except Section 9(a)(2). The i

Commission looks to a variety of factors in determining whether the standards for exemption are met. The |

Commission has, however, taken into account certain ratios and other numerical factors in assessing the
availability of an exemption. Historically, the Commission appears to have placed the greatest emphasis on the
ratio of in state and out of state utility revenues for purposes of determining exempt status. As a result of the
Transactions, Western Resources and Westar Energy, which are both Kansas corporations, will derive
approximately 27% of their utility revenues from outside the state of Kansas, with approximately 24% of utility

' customers from outside the state of Kansas. These ratios are at the high end of the range of ratios of other
companies that have claimed exemption from the 1935 Act under Section 3(a)(1) pursuant to Rule 2, which
permits a company to claim exemption by making an annual filing with the Commission. While there is no
Commission order specifically approving these ratios in a case involving exemption under Section 3(a)(1), the
Commission has recently indicated its willingness to expand on its precedent with respect to available
exemptions. It is a condition to Western Resources' obligation to effect the closing of the Transactions that
Western Resources be reasonably satisfied that as of the KGE Effective Time, Westetu Resources will be exempt
from all provisions of the 1935 Act except Section 9(a)(2) thereof. See " RISK FACTORS-Uncertainty
Regarding Western Resources * Regulatory Status" and "THE blERGER AGREEhlENT--Conditions to Each
Party's Obligation to Effect the KGE hierger and the KCPL hierger--Conditions to the Obligations of Western
Resources, KGE and Westar Energy to Effect the KGE hierger."
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Federal Power Act, Scction 203 of the Federal Power Act provides that no public utility shall sell or
otherwise dispose of its jurisdictional facilities or, directly or indirectly, merge or consolidate such facilities with
those of any other person or acquire any security of any other public utility without first having obtained
authorization from the FERC. The approval of the FERC is required in order to consummate the Transactions.
Under Section 203 of the Federal Power Act, the FERC will approve a merger if it tinds such merget " consistent
with the public interest." In reviewing a merger, the FERC generally evaluates: (i) whether the merger will
adversely affect competition, (ii) whether the merger will adversely affect customer rates and (iii) whether the
merger will impair the effectiveness of regulation. KCPL and Western Resources will file appropriate

i moditications to their combined application with the FERC requesting that the FERC approve the Transactions
*

' under Section 203 of the Federal Power Act (the " Application"). In connection with the Application, KCPL
and Western Resources will also file a comparable transmission service tariff for the combined company under

|
Section 205 of the Federal Power Act, to become effective upon consummation of the Transactions.

.

Furthermore, prior to the Transactions, the approval of the FERC under Section 204 of the Federal Power
Act may be required for Westar Energy to assume the debt of KCPL.

Antitrust Considerations. The HSR Act and the rules and regulations promulgated thereunder provide that
certain transactions (including the Mergers) may not be consummated until certain information has been
submitted to the Antitrust Division of the Department of Justice (the " Antitrust Division") and the Federal Trade
Commission (the "FTC") and specified HSR Act waiting period requirements have been satisfied. The

, ,
expiration or earlier termination of the HSR Act waiting period would not preclude the Antitrust Division or the

L FTC from challenging the Transactions on antitrust grounds. Neither KCPL nor Western Resources believes that
the Transactiore will violate federal antitrust laws. If the Transactions are not consummated within l2 months
after the expiration or earlier termination of the initial HSR Act waiting period, KCPL and Western Resources

j, would be required to submit new information to the Antitrust Division and the FTC, and a new HSR Act waiting
'

period would have to expire or be earlier terminated before the Transactions could be consummated. KCPL and
Western Resources intend to file their premerger notifications pursuant to the HSR Act at such time as they
believe will result in the expiration or termination of the waiting period thereunder within 12 months before the
anticipated consummation of the Transactions.

Atomic Energy Act. Section 184 of the Atomic Energy Act provides that no person may transfer or assign
a license or any rights thereunder, either directly or indirectly, without first having obtained authorization from
the Nuclear Regulatory Commission ("NRC"). KCPL holds an interest in an NRC license (the "NRC
Possession License") in connection with the ownership of an interest in Wolf Creek. KCPL is also a partial

| owner of WCNOC, which holds an NRC license (the "NRC Operating License") in connection with the
operation of Wolf Creek. KGE also holds interests in the same licenses in connection with KGE's ownership of
an interest in Wolf Creek and WCNOC. The approval of the NRC will be required prior to consummation of the
Transactions. Accordingly, Western Resources and KCPL will request the approval of the Transactions and the
transfer of the NRC Possession License under Section 184 of the Atomic Energy Act.

' - Other. KCPL, KGE and Westem Resources possess municipal franchises and environmental permits and -

licenses that (i) require the licensor to consent to the transfer of such franchises, permits and licenses and (ii)
may need to be renewed, replaced or transferred as a result of the Transactions. Neither Westem Resources nor
KCPL anticipates any difficulties at the present time in obtaining such consents, renewals, replacements or
transfers.

i General. Under the Merger Agreement, Westem Resources, KGE, Westar Energy and KCPL have agreed
to use all commercially reasonable efforts to obtain all govemmental authorizations necessary or advisable to

'

consummate or effect the Transactions. Various parties may seek intervention in these proceedings to oppose the
Transactions or to have conditions imposed upon the receipt of necessary approvals. While Western Resources
and KCPL believe that they will receive the requisite regulatory approvals for the Transactions, there can be no
assurance as to the timing of such approvals or the ability of such parties to obtain such approvals on satisfactory
terms or otherwise. It is a condition to the consummation of the Transactions that final orders approving the
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Transactions be obtained from the various federal and state regulators described above on terms and conditions |
which would not have, or imofar as reasonably can be foreseen would not be likely to have, a material adverse
effecs on the business, assats, financial condition or results of operations of the combined company and its
subsidiaries taken as a whole, it is a further condition to Westem Resources' obligation to effect the Transactions
that such final orders would not have, or insofar as reasonably can be foreseen would not be likely to have, a
material adverse effect on the benefits anticipated by Westem Resources in the Transactions. There can be no
assurance that any such at provals will not contain terms or conditions that cause such approvals to fail to satisfy
such conditions to the consummation of the Transactions. See " Tile hlERGER AGREEhlENT-Conditions to
Each Party's Obligation to Effect the KGE hierger and the KCPL hierger."

Plans for Western Resources and Westar Energy Following the Transactions

Western Resources. Following the Transactions, Western Resources will be the holding company for the
Westem Resources Companies. Westem Resources will have no operating assets and its subsidiaries will be
organized into regulated and unregulated lines of business.

Westem Resources has advised KCPL that it currently intends to maintain ownership of not less than 80.1%
of the diluted outstanding shares of Westar Energy Common Stock immediately following the Transactions. For
a description of certain restrictions imposed by the hierger Agreement on Western Resources" ability to purchase
additional shares of Westar Energy Common Stock in the public market, see "-Control of Westar Energy
Following the Transactions "

Following the Transactions, the shares of Westar Energy Common Stock will trade on the NYSE. There
can be no assurance that an active trading market for the shares of Westar Energy Common Stock will develop

- after consummation of the Transactions. The Westar Energy Common Stock may also experience volatility
immediately following the Transactions until trading values become established. See " RISK FACTORS-
Uncertainty Regarding Trading Prices of Westar Energy Common Stock Following the Transactions."

Westar Energy. Following the Transactions, Westar Energy will be the new regulated electric utility
operating entity of the Western Resources group, combirting the operating assets of KGE, KPL and KCPL.
Westar Energy will continue its existence under the laws of Kansas. See " BUSINESS OF WESTAR ENERGY
FOLLOWING Tile TRANSACTIONS."

Control of Westar Energy Following the Transactions |
1

Immediately following the Transactions, Westem Resources will control Westar Energy through Westem
Resources' ownership, assuming there are no Dissenting Shares, of 80.1% of the diluted outstanding shares of

|

Westar Energy Common Stock. Although as a result of the Transactions Western Resources will have the ability
to elect the entire Board of Directors of Westar Energy and to approve any matter requiring the approval of

-[ ' Westar Energy shareowners, Westem Resources has agreed to certain arrangements relating to the election of

,[. directors of Westar Energy after the Closing See "-Interests of Certain Persons in the Transactions." In
addition, during the 10-year period following the Closing, the hierger Agreement provides that Westem' ,

Resources may not, directly or indirectly, propose to enter into a merger or other business combination with !

Westar Energy or purchase, directly or indirectly, all or substantially all of the assets of Westar Energy. |

Notwithstanding the foregoing, the hierger Agreement provides that Westem Resources may in any manner
acquire up to 85% of the outstanding shares of Westar Energy Common Stock on a diluted basis and that Western

|
Resources may make a tender offer or exchange offer for all the outstanding shares of Westar Energy Common
Stock or enter into any merger or other business combination with Westar Energy if, in general, such action is at ,

!

| a price and on terms that are fair to the shareowners of Westar Energy and approved by a majority of the j

|
independent directors. See "THE hlERGER AGREEhlENT-. Standstill Arrangements" and " RISK
FACTORS-Control by the Principal Shareowner of Westar Energy."

|
,
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Tile SIERGER AGREEhtENT

The following is a summary of the material provisions of the Sterger Agreement. This summary is not a
complete description of the Sterger Agreement and is qualitied in its entirety by reference to the hierger
Agreement, which is attached as Annex A to this Joint Proxy Statement / Prospectus and is incorporated by
reference herein. All capitalized terms used in this summary and not otherwise defined in this Joint Proxy
Statement / Prospectus have the meanings attributed to them in the hierger Agreement. Shareowners of Western
Resources and shareholders of KCPL are urged to read the Sterger Agreement in its entirety,

The Trattsactions
The hierger Agreement provides that, assuming the approval of the hierger Agreement, the KCPL hierger

*

and (except for the KGE hierger, the Asset Contnbution and the Stock Contribution) the other transactions
contemplated thereby by KCPL Shareholders (the "KCPL Shareholder Approval"), the approval of the hierger
Agreement, the Westem Resources Share issuance, the Contributions and the Articles Amendment by ,

shareowners of Western Resources (the " Western Resources Shareowner Approval") and the satisfaction or
waiver of the other conditions to the hiergers including obtaining the requisite regulatory approvals, the
Transactions will result in the merger of KCPL with and into Westar Energy and the merger of KGE with and
into Westar Energy, in each case with Westar Energy as the sur iving corporation, Western Resources receiving
shares of Westar Energy Common Stock representing, assuming there are no Dissenting Shares. 80.1% of the
diluted outstanding shares of Westa- Energy and 100% of the outstanding stock of KLT and KCPL shareholders
receiving shares of Westar Energy Common Stock representing, assuming there are no Dissenting Shares,19.9%

_

of the diluted outstanding shares of Westar Energy.

If the KCPL Shareholder Approval and the Westem Resources Shareowner Approval are obtained and the
other conditions to the Stergers are satisfied or waived, the closing of the hiergers (the " Closing") will take
place at 10:00 a.m. on the tenth NYSE trading day immediately following the date on which the last of the
conditions precedent in the hierger Agreement is fulfilled or waived, or at such other time and date as KCPL
and ' Western Resources mutually agree (the " Closing Date").

Subject to the condition that the opinions of hierrill Lynch and Salomon Smith Barney shall not have been
withdrawn, KCPL and Westem Resources have agreed to call, give notice of, convene and hold meetings of
their respective shareowners as soon as reasonably practicable for the purpose of securing the Western Resources
Shareowner Approval and the KCPL Shareholder Approval.

The Contributions
immediately prior to the KCPL Effective Time and as a condition precedent to the KGE hierger, Western

Resources will transfer, or cause to be transferred, to KGE, and KGE will acquire, all of the right, title and
interest of Western Resources in the KPL Assets. Concurrently with the Asset Contribution, KGE will assume
and agree to pay, perfonn and discharge when due all the Assumed Liabilities. The Assumed Liabilities will
also include an aggregate principal amount of indebtedness for borrowed money of Westem Resources so that
aggregate total indebtedness for borrowed money (including preferred stock) of KGE will equal $1.9 billion
immediately prior to the KGE Effective Time. Except for the Assumed Liabilities, Westem Resources will retain ,

_

and have full responsibility for and obligation with respect to all claims, losses, indebtedness for borrowed
money, guaranties, liabilities, leases and obligations of Western Resources and its Affiliates and Subsidiaries,
other th m Westar Energy after the KGE Effective Time.

.

Immediately prior to the KGE Effective Time and as a condition precedent to the KGE hierger, Western
Resources will contribute, or cause to be contributed, to KGE, shares of Western Resources Common Stock equal

to the product of (x) the number of shares of KCPL Common Stock (other than shares of KCPL Common Stock
beneficially owned by Western Resources or KCPL, Dissenting Shares, and shares of KCPL Common Stock in
respect of which cash is to be paid in lieu of fractional shares) issued and outstanding immediately prior to the
Stock Contribution and (y) the Conversion Ratio. The Conversion Ratio is determined by dividing $23.50 by the
Western Resources Index Price and is subject to a collar mechanism. See "-Conversion of KCPL Common

Stock" below.

72

. . . .

. -

. .
.

.



.. .. .
. .. . ..

-_--- - - - - - - _ - - - - - _ _ _ _ _ _ _ _ _ _ _ ,

Conversion of KCPL Common Stock
The chart below sets forth a range of Western Resources Index Prices, the corresponding Conversion Ratio,

the corregonding value of Westem Resources Common Stock to be issued for each share of KCPL Common
Stock in the Western Resources Stock Distribution and the estimated range of value for each share of Westar

Energy Common Stock to be issued in the KCPL Merger. KCPL Shareholders may call (800) 621-0518 for the
exact number of shares to be issued to them based on the most recent Western Resources Index Price. As shown
in the chan and as discussed in "THE TRANSACTIONS," the total consideration to be received by KCPL >

shareholders will include shares of Westar Energy Common Stock; however, there can be no assurance as to the

prices at which such Westar Energy Common Stock will trade once listed on the NYSE. See " RISK FACTORS
i "

-Uncertainty Regarding Trading Prices of Westar Energy Common Stock Following the Transact ons.

Value of
Western Resources Estimated

Western Common Stock per Value per share of
Resources Conversion share of KCPL Westar Energy .

Index Price Ratio (l) Common Stock Common Stock (2)

358.47 0.449 $26.25 510.00 12.00

58.46 0.449 26.25 10.00 12.00
58.00 0.453 26.25 10.00 12.00
57.00 0.461 26.25 10.00 12.00
56.00 0.469 26.25 10.00. I2.00
55.04 0.477 26.25 10.00 12.00

35.03 0.477 26.25 10.00 - 12.00
54.00 0.477 25.76 10.00 -12.00

~
53.00 0.477 25.28 10.00 - 12.00
52.42 0.477 25.00 10.00 - 12.00

52.41 0.477 25.00 10.00 12.00'

52.00 0.481 25.00 10.00 12.00
51.00 0.490 25.00 10.00- 12.00
50.01 0.500 25.00 10.00 12.00 4

50.00 0.500 25.00 10.00 . I2.00"

49.00 0.500 24.50 10.00 .I2.00 *

48.00 0.500 24.00 10.00 .I2.00
47.01 0.500 23.51 10.00 12.00

47.00 0.500 23.50 10.00- 12.00
46.00 0.511 23.50 10.00 . I2.00
45.00 0.522 23.50 10.00 - 12.00 '
44.00 0.534 23.50 10.00 12.00
43.00 0.547 23.50 10.00 12.00
42.00 0.560 23.50 10.00 -12.00
41.00 0.573 23.50 10.00 -12.00
40.00 0.588 23.50 10.00 12.00
39.00 0.603 23.50 10.00 - 12.00
38.28 0.614 23.50 10.00 -12.00

38.27 0.614 23.50 10.00 - 12.00
38.00 0.614 23.33 10.00 12.00
37.00 0.614 22.72 10.00 12.00
36.00 0.614 22.10 10.00- 12.00
35.02 0.614 21.50 10.00 - 12.00

35.01 0.614 21.50 10.00. I2.00
34.00 0.632 21.50 10.00 - 12.00

*4 33.00 0.652 21.50 10.00 12.00
32.00 0.672 21.50 10.00 12.00
31.00 0.694 21.50 10.00 12.00

- 29.79 0.722 21.50 10.00 - 12.00

29.78 0.722 21.50 10.00- 12.00

(1) If the Western Resources Index Price is greater than $58.46, the Conversion Ratio will be fixed at 0.449 provided that if 0.449 multiplied
by the Western Resources Index Pnce exceeds $30.00, the Conversion Ratio will mean the quotient (rounded to the nearest 1/100.000)
obtained by dividing $30.00 by the Western Resources Index Price.

(2) Estimated based on analysis by KCPL and Western Resources assuming an expected initial dividend for the first year of operation of
Westar Energy of 50.72 and a normal electric utility payout ratio of approximately 85%. The actual dividend policy of Westar Energy
will be dependent upon numerous factors in:luding current economic conditions, earnings and profitability. Based on current market
conditions and comparable publicly traded electric utilities' dividend yields and pnce-to. earnings ratios. KCPL and Western Resources
calculated an estimated value range of $10.00 to $12.00 per share of Westar Energy Common Stock based on a range of dividend
yields above and below 6.5%, and a range of price-to. earnings ratios above and below 13.0x earnings. The estimated value per share
of Westar Energy Common Stock is baset upon an estimated aggregate enterprise valuation range for Westar Energy. There can be no |
assurance, however, as to the actual prices at which such Westar Energy Common Stock will trade once listed on the NYSE. Actual I

prices could be significantly higher or lower than the estimated range.
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The KCPL Merger

At the KCPL Effective Time, KCPL will be merged with and into Westar Energy in accordance with the
laws of the States of Missouri and Kansas. Westar Energy will be the surviving corporation in the KCPL Merger
and will continue its corporate existence under the laws of the State of Kansas. At the KCPL Effective Time. (i)
the Articles of Incorporation of Westar Energy, as in effect immediately prior to the KCPL Effective Time, will
be the articles of incorporation of Westar Energy until thereafter amended as provided by law and the Westar
Energy Articles, and (ii) the Bylaws of Westar Energy, as in effect immediately prior to the KCPL Effective
Time, will be the Bylaws of Westar Energy until thereafter amended as provided by law, the Westar Energy
Articles, and such Bylaws. Subject to the foregoing, the additional effects of the KCPL Merger will be as
provided in the applicable provisions of the MGBCL and the KGCC. The KCPL Merger will become effective +

upon the certification by the Secretary of State of the State of Kansas that the certificate of merger relating to the
KCPL Merger has been duly filed.

*

As of the KCPL Effective Time, by virtue of the KCPL Merger and upon surrender by the KCPL
shareholders of the KCPL Common Stock, each issued and outstanding share of KCPL Common Stock (other
than shares of KCPL Common Stock beneficially owned by KCPL either directly or through a wholly owned
Subsidiary and Dissenting Shares), will represent one fully paid and nonassessable share of Westar Energy Series
A Common Stock. No Dissenting Holder will be entitled to shares of Westar Energy Series A Common Stock or
cash in lieu of fractional shares or any distributions unless and until the Dissenting Holder has failed to perfect
or has effectively withdrawn or lost the right to dissent from the KCPL Merger under the MGBCL, in which

~
case certificates representing such Dissenting KCPL Shares will be deemed to have been converted into shares
of Westar Energy Series A Common Stock, and, to the extent such failure, withdrawal or loss occurs subsequent
to the Closing Date, Western Resources and Westar Energy will issue shares of Western Resources Common
Stock and Westar Energy Series A Common Stock in accordance with the Merger Agreement on the same basis
as such shares were issued to other former KCPL Shareholders who participated in the Transactions. Any
Dissenting Holder will be entitled to receive only the payment provided by Section 351.455 of the MGBCL with.

respect to Dissenting KCPL Shares owned by such Dissenting Holder.

The Merger Agreement requires the KCPL Board to call for redemption before the KCPL Effective Time
all outstanding shares of KCPL Preferred Stock at a redemption price equal to the amount set forth in the
Restated Articles of Consolidation of KCPL, together with all dividends accrued and unpaid to the date of such
redemption and take all other required actions so that all shares of KCPL Preferred Stock will be redeemed and
no such shares will be deemed to be outstanding at the KCPL Effective Time or entitled to vote on the approval
of the Merger Agreement and the transactions contemplated hereby.

Immediately after the KCPL Effective Time but prior to the KGE Effective Time, Westar Energy will cause
KLT to assume indebtedness for borrowed money of Westar Energy in excess of $800 million aggregate
principal amount (including preferred stock).

The KGE Merger .

- Upon the terms and subject to the conditions of the Merger Agreement, at the KGE Effective Time, KGE
- will be merged with and into Westar Energy in accordance with the laws of the State of Kansas. Westar Energy

will be the surviving corporation in the KGE Merger and will continue its corporate existence under the laws of -

the State of Kansas. Westar Energy after the KGE Effective Time is sometimes referred to herein as the
" Surviving Corporation." At the KGE Effective Time, (i) Westar Energy Articles, as in effect immediately prior
to the KGE Effective Time, will be the articles of incorporation of the Surviving Corporation, until thereafter
amended as provided by law and the Westar Energy Articles, and (ii) the Westar Energy Bylaws, as in effect
immediately prior to the KGE Effective Time, will be the bylaws of the Surviving Corporation until thereafter
amended as provided by law, the Westar Energy Articles, and such bylaws. Subject to the foregoing, the
additional effects of the KGE Merger will be as provided in the applicable provisions of the KGCC. The KGE
Merger will become effective upon the certification by the Secretary of State of the State of Kansas that the
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certificate of merger relating to the KGE Merger has been duly filed. Western Resources will not exercise

.

dissenters * rights under the KGCC with respect to the KGE Merger.

As of the KGE Effective Time, by virtue of the KGE Merger and without any action on the part of Western
Resources, all of the issued and outstanding shares of KGE Common Stock will be converted into and become
such number of shares of Westar Energy Series B Common Stock representing, assuming there are no Dissenting
Shares,80.1% of the diluted outstanding shares of Westar Energy and each share of the Western Resources
Common Stock contributed to KGE pursuant to the Contributions will become fully paid and nonassessable.
Immediately after consummation of the KCPL Merger and the KGE Merger, assuming there are no Dissenting
Shares, the outstanding shares of Westar Energy Series A Common Stock will represent 19.9% of the diluted
outstanding shares of Westar Energy.

,

i

i

Additional Transactions

Immediately after the KGE Effective Time, Westar Energy will. in connection with the KGE Merger,
distribute to holders of Westar Energy Series A Common Stock the Western Resources Common Stock
contributed to KGE pursuant to the Stock Contribution. Each share of Westar Energy Series A Common Stock )

'

will be entitled to receive a distribution of that number of shares of Western Resources Common Stock equal to

the product of (a) the number of shares of Western Resources Common Stock contributed to KGE pursuant to
the Stock Contribution multiplied by (b) a quotient, the numerator of which is 1 and the denominator of which is
the total number of shares of Westar Energy Series A Common Stock issued and outstanding immediately after
the KCPL Effective Time. The term " Aggregate Consideration" means the number of shares of Westar Energy%
Series A Common Stock and the number of shares of Western Resources Common Stock, respectively, to be'"

issued in the KCPL Merger to holders of KCPL Common Stock and distributed in the Western Resources Stock
Distribution to holders (other than Western Resources) of Westar Energy Series A Common Stock. No

- certificates or scrip representing fractional shares of Western Resources Common Stock will be distributed. A
holder of Westar Energy Series A Common Stock who would otherwise have been entitled to a fractional share
of Western Resources Common Stock will be entitled to receive a cash payment in lieu of such fractional share
in an amount equal to the product of such fraction multiplied by the Western Resources Index Price, without any
interest thereon.

Immediately after the KGE Effective Time, Westar Energy will distribute to Western Resources all of the
outstanding shares of capital stock of KLT.

Immediately after the Western Resources Stock Distribution, without any action on the part of Western
Resources, each share of Westar Energy Series B Common Stock owned by Western Resources will
automatically represent one fully paid and nonassessable share of Westar Energy Series A Common Stock.

,

Subsidiaries ,J

The Merger Agreement defines O) the term " Subsidiary" of a person to mean any corporation or other
,

entity of which at least a majority of the voting power represented by the outstanding capital stock or other voting
"

,

securities or interests having voting power under ordinary circumstances to elect a majority of the directors (or
similar members of the governing body of a corporation or entity) will at the time be held, directly or indirectly,
by such person and (ii) the terms "KCPL Subsidiary" and "Westem Resources Subsidiary" to mean
Subsidiaries of KCPL or Western Resources, as applicable, in which KCPL or Western Resources, as applicable,'

has an equity investment exceeding $25 million. The representations and warranties and covenants of KCPL and
Western Resources in the Merger Agreement apply to the parties themselves and, where applicable, their
respective Subsidiaries.

1

Representations and Warranties

The Merger Agreement contains customary representations and warranties by KCPL on the one hand and ]
Western Resources, KGE and Westar Energy on the other hand, relating to, among other things and subject to
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certain qualifications, (a) their respective organizations, the organization of the KCPL Subsidiaries and of the
Western Resources Subsidiaries and similar corporate matters; (b) their respectivc capital structures; (c) the
authorization, execution, delisery, performance and enforceability of the Merger Agreement and related matters;
(d) required regulatory approvals; (e) their compliance with applicable laws and agreements; (f) reports and
financial statements filed with the SEC or other regulatory authorities and the accuracy of information contained
therein; (g) the absence of any material adverse effect on their business, assets, financial condition, results of
operatioris or prospects; (h) the absence of any adverse material claims, suits, actions, proceedings or
investigations, and other litigation issues; (i) the accuracy of infonnation supplied by or on behalf of each of
KCPL, Western Resources, Westar Energy and KGE for use in this Joint Proxy Statement / Prospectus; (j) tax

,

| matters;(k) retirement and other employee benefit plans and matters relating to the Employee Retirement Income
,

j Security Act of 1974, as amended ("ERISA"); (1) agreements relating to certain employment and benefits
I matters; (m) labor matters; (n) compliance with all applicable material environmental laws, possession of all

material environmental, health, and safety permits and other environmental issues; (o) the regulation of KCPL,
Western Resources and KGE and their respective suSsidiaries as public utilities in specified states and the status -

of KCPL and Westem Resources under the 1935 Act; (p) votes required in connection with the Merger
Agreement and the transactions contemplated thereby, such votes being the only votes required; (q) accounting
for the transaction under the purchase method of accounting; (r) the delivery of fairness opinions by Merrill
Lynch, in the case of KCPL, and Salomon Smith Barney, in the case of Western Resources; (s) the lack of status
of KCPL and its affiliates or Western Resources and its affiliates, as the case may be, as an " Interested

i Shareholder" as defined in the Western Resources Articles or the KCPL Articles, as the case may be; (t) the
| adequacy of insurance; (u) the applicability of certain provisions in the KCPL Articles and the Western
l. Resources Articles, as amended, relating to certain changes in control; (v) the inapplicability of anti-takeover

statutes or regulations to KCPL, Western Resources, Westem Resources Common Stock, KCPL Common Stock
or the transactions contemplated by the Merger Agreement, as the case may be; (w) that KCPL has taken all
corporate action necessary to terminate the Amended UtiliCorp Agreement, that, with certain exceptions. KCPL
has no further obligations under such agreement or other agreements executed in connection therewith and that
the aggregate amount of all fees and expenses paid or payable by KCPL to UtiliCorp as a result of such
termination will not exceed $58 million;(x) Westar Energy being a corporation formed solely for the purpose of
effecting the transactions contemplated by the Merger Agreement and that prior to the Closing will not have
engaged in any business or other activity other than as contemplated by the Merger Agreement; (y) that Western
Resources has good and sufficient title to all of the KPL Assets;(z) the condition of the KPL Assets; and (aa) the
quality of the KPL Business accounts receivable.

Certain Covenants

KCPL agrees that during the period from March 18,1998 until the KGE Effective Time, except (1) as
permitted by the Merger Agreement, (2) as Western Resources otherwise consents in writing and (3) subject to
regular conferral with, and, where applicable, the prior written approval of, Western Resources, as provided in
the KCPL Business Plan, KCPL will, among other things: (a) carry on its business in the ordinary course
consistent with prior practice; (b) not declare or pay any dividends on or make other distributions in respect of
any of its capital stock, other than (i) dividends required to be paid on any KCPL preferred stock and (ii) regular

-

quarterly dividends on shares of KCPL Common Stock with usual record and payment dates not, during any *

period of any fiscal year, in excess (except to the extent consistent with good business judgment and KCPL's
past dividend practice) of the quarterly dividend most recently declared on such stock as of March 18,1998; (c)
not effect certain other changes in its capitalization other than redeeming any series of KCPL Preferred Stock or -

funding employee stock ownership plans in accordance with past practice; (d) not issue, sell or dispose of any
capital stock or securities convertible into capital stock other than (i) intercompany issuances of capital stock
and (ii) issuances in the ordinary course of business consistent with past practice of up to 2,000,000 shares of
KCPL Common Stock to be issued during any fiscal year pursuant to employee benefit plans, stock option and
other incentive compensation plans, directors plans and stock purchase and dividend reinvestment plans existing
prior to March 18,1998 and disclosed to Western Resources or pursuant to plans adopted after March 18,1998
which are reasonably acceptable to Western Resources; (e) not incur indebtedness (or guarantees thereof), other
than (i) indebtedness or guarantees or " keep well" or other agreements either in the ordinary course of business
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consistent with past practice or not aggregating more than $250 million (ii) arrangements between KCPL and its4

respective Subsidiaries or among their Subsidiaries,(iii) except as set forth in KCPL's disclosure schedule to the
Merger Agreement, (iv) in connection with the refunding of existing indebtedness, (v) in connection with the'

redemption of KCPL Preferred Stock as provided for in the Merger Agreement, or (vi) as may be necessary in
connection with c'.tain permitted acquisitions or capital expenditures. Notwithstanding (i)-(vi) above, the

,

aggregate total indebtedness for borrowed money (including preferred stock) of KCPL and its Subsidiaries shall
not exceed $1.4 billion at the KCPL Effective Time; (f) not engage in certain material acquisitions; (g) not make

any capital expenditures during any fiscal year exceeding the amounts budgeted in the KCPL Business Plan;'

(h) except as set forth in KCPL's disclosure schedule, not sell or dispose of assets, other than dispositions in the
ordinary course of business consistent with past practice; (i) not enter into, adopt, amend or increase the amount
or accelerate the payment or vesting of, any benefit or amount payable under, any employee benefit plan or other
contract, agreement, commitment, arrangement, plan, trust, fund or policy, except for normal increases in the
ordinary course of business consistent with past practice that, in the aggregate, do not result in a material increase
in benefits or compensatory expenses; (j) not enter into or amend any employment, severance or special pay
arrangement with respect to the termination of employment, or other sindlar contract, agreement or arrangement
with any director or officer or other employee other than in the ordinary course of business consistent with past
practice; (k) not deposit into any trust (including any " rabbi tmst") amounts in respect of any employee benefit |

obligations or obligations to directors, provided that transfers into any trust, other than a rabbi or other trust with
respect to any non-qualified deferred compensation, may be made with past practice; (1) not engage in any
activity that would cause a change in its status under the 1935 Act; (m) not make any changes in its accounting

.
methods other than as required by law or in accordance with generally accepted accounting principles; (n) not
enter into any material agreements with affiliates (other than w holly owned subsidiaties) on terms materially less
favorable than could be reasonably expected to be obtained on an arm's-length basis; (o) confer with Western
Resources regarding ongoing operations, notify Westetn Resources of any significant changes in KCPL's
business and provide Western Resources with a copy of all govemmental filings; (p) subject to applicable law,
(i) discuss with Western Resources any proposed changes in its rates or charges (other than pass-through fuel
and gas rates or charges) or standards of service or accounting, (ii) consult with Western Resources prior to
making any filing (or any amendment thereto), or effecting any agreement, commitment, arrangement or consent
with governmental regulators, and (iii) refrain from making any filing to change its rates on file with the FERC 4

that would have a material adverse effect on the benefits associated with the Transactions; (q) use all
1

commercially reasonable efforts to obtain certain third-party consents; (r) not take any action reasonably likely |

to materially breach the Merger Agreement or to render untrue, as of the closing date, any of its representations |
and warranties; (s) not take any action that is likely to jeopardize the qualification of KCPL's or Western )
Resources * outstanding rne e bonds as " exempt facility bonds" or as tax-exempt industrial development <

bonds; (t) except in ll+ ordinary course of business and consistent with past practice, refrain from modifying, |
amending, terminating or renewing any material contract or agreement and waiving any material rights; (u) (

I

refrain from taking specified actions relating to tax matters; (v) maintain customary and adequate insurance and
existing govemmental pemtits; (w) refrain from discharging or satisfying any material claims, liabilities or
obligations, other than d;scharges (in the ordinary course of business or in accordance with their terms) of
liabilities reflected in KCPL's most recent consolidated fmancial statements or incurred in the ordinary course of
business; and (x) not amend or propose to amend its charter, bylaws or regulations except as contemplated in the

Merger Agreement.

Western Resources as M itself, KGE and Westar Energy has agreed that during the period from March 18,
1998 until the KGE Effective Time they will, among other things: (a) confer with KCPL regarding ongoing
operations, notify KCPL of any significant changes and provide KCPL with a copy of all governmental filings;
(b) use all commercially reasonable efforts to obtain certain third-party consents to the KGE Merger; (c) refrain
from taking any action reasonably likely to materially breach the Merger Agreement or render untrue, as of the
closing date any of their representations and warranties; (d) not permit Westar Energy to engage in any business |

or incur any liabilities or be a party to any contract or agreement, other than as contemplated by the Merger
Agreement or as specifically agreed to in writing by KCPL; (e) that Westar Energy, as of the KGE Effective
Time, will have sufficient cash to pay for all fractional share interests of Westar Energy Common Stock required
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to be paid under the Merger Agreement; and (f) use reasonable efforts to obtain for Westar Energy insurance
customary for companies engaged in the electr c utility business.i

Additional Agreements

The Merger Agreement provides for certain mutual additional agreements from March 18,1998 through the
KGE Effective Time including the following: (a) reasonable access to information; (b) reasonable efforts in
connection with the vadous aspects of this Joint Proxy Statement / Prospectus and the registration and listing of
securities, including obtaining a " cold comfort" letter from Coopers & Lybrand in the case of KCPL and Arthur
Andersen .LLP in the case of Westem Resources and a fairness opinion from Merrill Lynch in the case of KCPL

*

and Salomon Smith Barney in the case of Western Resources;(c) making appropriate HSR filings and obtaining
other regulatory approvals; and (d) convening and holding the KCPL Meeting and the Western Resources

,

Meeting of the Western Resources Board of Directors and the KCPL Board of Directors and, subject to their
respective fiduciary obligations, recommending to their respective shareowners the approval of the Merger -'

Agreement and those transactions therein required to be voted upon.!

The parties to the Merger Agreement agree on behalf of themselves and their Subsidiaries to execute such
further documents and instruments and take such further action as may be reasonably requested by any other

party in order to consummate the transactions contemplated by the Merger Agreement.

Directors' and Officers' Indemnification
.

The Merger Agreement provides that, to the extent, if any, not provided by an existing right of
indemnincation or other agreement or policy, from and after the KGE Effective Time, the Surviving Corporation
will, to the fullest extent permitted by applicable law, indemnify, defend and hold harmless each person who
was on or at any time prior to March 18,1998, or who becomes prior to the KGE Effective Time, an officer,
director or employee of KCPL, Westar Energy, Western Resources, KGE or any of their respective Subsidiaries
(each an " Indemnified Party") against (i) all losses, expenses (including reasonable attorneys' fees and
expenses), claims, damages or liabilities or, subject to the proviso of the next succeeding sentence, amounts paid
in settlement arising out of actions or omissions occurring at or prior to the KGE Effective Time (whether
asserted or claimed prior to, at or after the KGE Effective Time) that are, in whole or in pan, based on or arising

|

| out of the fact that such person is or was a director, officer or employee of such party (the " Indemnified
Liabilities") and (ii) all such Indemnified Liabilities to the extent they are based on or arise out of or pertain to'

the transactions contemplated by the Merger Agreement. In the event of any such loss, expense, claim, damage
or liability (whether or not arising before the KGE Effective Time), (i) the Surviving Corporation will pay the
reasonable fees and expenses of counsel selected by the Indemnified Parties, which counsel must be reasonably
satisfactory to the Surviving Corporation, promptly after statements therefor are received and otherwise advance
to such Indemnified Party upon request reimbursement of documented expenses reasonably incurred, in either
case to the extent not prohibited by the KGCC, (ii) the Surviving Corporation will cooperate in the defense of
any such matter and (iii) any determination required to be made w;th respect to whether an Indemnified Party's
conduct complies with the standards set forth under the KGCC and the certificate of incorporation or bylaws of; *

(' the Surviving Corporation will be made by independent counsel mutually acceptable to the Surviving
'

Corporation and the Indemnified Party; provided, however, that the Surviving Corporation will not be liable for
any settlement effected without its written consent (which consent must nct be unreasonably withheld). The
Merger Agreement further provides that the Indemnified Parties as a group may retain only one law firm with

*

respect to each related matter except to the extent there is, in the opinion of counsel to an Indemnified Party,
under applicable standards of professional conduct, a conflict on any significant issue between positions of such
Indemnified Party and any other Indemnified Party or Indemnitied Parties.

In addition, the Merger Agreement requires that for a period of six years after the KGE Effective Time, the
| Surviving Corporation will cause to be maintained in effect policies of directors' and officers' liability insurance
I maintained by KCPL and Western Resources for the benefit of those persons who were covered by such policies

on March 18, 1998, on terms no less favorable than the terms of such insurance coverage, provided that the
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Surviving Corporation will not be required to expend in any year an amount exceeding 150% of the annual
aggregate premiums currently paid by KCPL and Western Resources for such insurance. If the annual premiums
of such insurance coverage exceed such amount, the Surviving Corporation will be obligated to obtain a policy
with the best coverage available, in the reasonable judgment of the Board of Directors of the Surviving
Corporation, for a cost not exceeding such amount. The Merger Agreement also provides that to the fullest extent
permitted by law, from and after the KGE Effective Time, all rights to indemnification existing in favor of the
employees, agents, directors and officers of KCPL, Westar Energy, Western Resources and KGE and their
respective Subsidiaries with respect to their activities as such prior to the KGE Effective Time, as provided in
their respective articles of incorporation and bylaws in effect on March 18,1998, or otherwise in effect on March
18,1998, will survive the KGE Merger and will continue in full force and effect for a period of not less than six
years from the KGE Effective Time.

Certain Employment Agreements and Workforce Matters

Subject to certain provisions of the Merger Agreement, the Surviving Corporation and its Subsidiaries will
honor, without modification, all contracts, agreements, collective bargaining agreements and commitments of
KCPL prior to March 18, 1998 that have been provided to Western Resources and disclosed in KCPL's
disclosure schedule and that apply to any current or former employee or director of KCPL. Subject to applicable
collective bargaining agreements, Western Resources will treat employees of the Surviving Cogoration as a
siagle workforce, and wih use its best efforts to conduct its employee management practices on a fair and

._.

equitable basis, without regard to any employee's place of employment prior to the KGE Effective Time.

Employee Benefit Plans

During the period from the KGE Effective Time to the first anniversary thereof, Westar Energy will provide
benefits to employees of the Surviving Corporation who were employees of KCPL prior to the KGE Effective
Time that are no less favorable in the aggregate than the benefits provided to employees of KCPL as of March 18,
1998. Between the first and second anniversaries of the KGE Effective Time, Westar Energy will either provide
benefits that are no less favorable in the aggregate than benefits provided to KCPL employees as of March 18, :

I

|
1998 or will provide benefits on the same terms as those applicable to other similarly situated former .KGE
employees. Thereafter, Westar Energy will provide benefits on the same terms as those applicable to other|

similarly situated former KGE employees unless unable to do so, in which case it will continue to provide
benefits that are no less favorable in the aggregate than benefits provided to KCPL employees as of March 18,
1998 until such other benefits can be provided. The foregoing commitments do not apply to certain KCPL benefit |

plans which are set forth in the Merger Agreement.

The consummation of the KCPL Merger and the KGE Merger will not be treated as a termination of
employment under benefit plans of either Western Resources or KCPL, and participants in such plans will receive 1

i

credit for past service with KCPL or Western Resources, as the case may be. !

I - Stock Options

fk. The Merger Agreement provides that prior to the KCPL Effective Time, KCPL will take such actions as
'

,~ ' may be necessary such that immediately prior to the KCPL Effective Time, each option to purchase shares of-

! KCPL Common Stock and any accrued dividend rights granted on such KCPL Common Stock and any KCPL |

| Stock Options which are outstanding, whether or not then exercisable, will be canceled and entitle the holder of |
f

any then exercisable KCPL Stock Options, upon surrender of all outstanding KCPL Stock Options, to receive in'

consideration of such cancellation an amount in cash from KCPL equal to the result of multiplying the number
|

of shares of KCPL Common Stock previously subject to such KCPL Stock Option by the difference between (i)

the sum of (x) the fair market value of the number of shares of Western Resources Common Stock (as determined
by the average closing price of the Western Resources Common Stock for the five (5) consecutive trading day
period occurring immediately following the Western Resources Stock Distribution) that such optionee would
have received if such optionee had exercised a KCPL Stock Option to purchase one (1) share of KCPL Common
Stock immediately prior to the KCPL Effective Time and (y) the fair market value of the number of shares of
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' Westar Energy Series A Common Stock (as determined by the aserage closing price of the Westar Energy Series

A Common Stock for the tive (5) consecutive trading day period occurring immediately following the Westem
Resources Stock Distribution) that such optionee would have received if such optionee had exercised a KCPL
Stock Option to purchase one (1) share of KCPL Common Stock immediately prior to the KCPL Effective Time
and (ii) the per share exercise price of such KCPL Stock Options.

No Solicitations

The Merger Agreement provides that from and after March 18,1998, KCPL will not, and will not authorize
or permit any of its officers, directors, employees, accountants, counsel, investment bankers, financial advisors

,

and other representatives (collectively, " Representatives") to, directly or indirectly, initiate, solicit or encourage
(including by way of furnishing information) or take any other action to facilitate knowingly any inquiries or the
making of any proposal which constitute: or may renonably be expected to lead to an Acquisition Proposal (as
defined below) from any person, or engage in any discusion or negotiations relating thereto or accept any *

Acquisition Proposal; provided, however, that notwithstanding any other provision of the Merger Agreement,
KCPL may (i) at any time prior to the time KCPL's shareholders will have voted to approve the Merger
Agreement, engage in discussions or negotiations with a third party who (without any solicitation, initiation,
encouragement, discussion or negotiation, directly or indirectly, by or with KCPL or its Representatives after
March 18,1998) seeks to initiate such discussions or negotiations and may furnish such third-party information
conceming KCPL and its business, properties and assets if, and only to the extent that, (A)(x) the third party has
first made an Acquisition Proposal that is financially superior to the transactions contemplated by the Merger

- Agreement and has demonstrated that financing for the Acquisition Proposal is reasonably likely to be obtained
~

(as determined in good faith by the KCPL Board after consultation with its financial advisors) and (y) the KCPL
Board concludes in good faith, after considering applicable provisions of state law, on the basis of oral or written
advice of outside counsel that such action is necessary for the KCPL Board to act in a manner consistent with its

- fiduciary duties under applicable law and (B) prior to furnishing such information to or entering into discussions
or negotiations with such person or entity, KCPL (x) provides prompt notice to Western Resources to the effect
that it is planning to furnish information to or enter into discussions or negotiations with such person or entity
and (y) receives from such person or entity an executed confidentiality agreement in reasonably customary form
on terms not in the aggregate materially more favorable to such person or entity than the terms contained in the
Confidentiality Agreement, (ii) comply with Rule 14e 2 promulgated under the Exchange Act with regard to a
tender or exchange offer, and/or (iii) accept an Acquisition Proposal from a third party, provided KCPL first
terminates the Merger Agreement pursuant to the provisions of Section ll.l(e) thereof KCPL has agreed to
cease and terminate any existing solicitation, initiation, encouragement, activity, discussion or negotiation with
any parties conducted previously by KCPL or its Representatives with respect to the foregoing. KCPL has agreed
to notify Western Resources orally and in writing of any such inquiries, offers or proposals (including, without
limitation, the terms and conditions of any such proposal and the identity of the person making it) within 24
hours of the receipt thereof, keep Western Resources informed of the status and details of any such inquiry, offer
or proposal and give Western Resources five days' advance notice of any agreement to be entered into with or
any information to be supplied to any person making such inquiry, offer or proposal. " Acquisition Proposal" is
defined to mean a proposal or offer (other than by Westem Resources KGE or Westar Energy) for a tender or -

exchange offer, a merger, consolidation or other business combination involving KCPL or any KCPL Subsidiary,
i

or any proposal to acquire in any manner a substantial equity interest in or a substantial portion of the assets of {
KCPL or any KCPL Subsidiary. .

l

Operations of Westar Energy Following the Transactions

The Merger Agreement provides that at the KGE Effective Time, Western Resources will cause the initial
Board of Directors of Westar Energy to be comprised of six persons designated by Western Resources and four
persons selected from the Board of Directors of KCPL, in office as of March 18, 1998, designated by KCPL.
Thereafter, directors of Westar Energy will be nominated and elected in accordance with the procedures set forth
in the Westar Energy Articles and Westar Energy Bylaws.
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The Merger Agreement provides that at the KGE Effective Time, Western Resources will cause to be
nominated to the Board of Directors of Western Resources (to such class of directors as Western Resources will
determine in its sole discretion) the following persons: William H. Clark, Robert J. Dineen and Robert H. West.
No persons will be substituted for the foregoing persons if any such person declines to serve or is not qualified ;

as a director of Western Resources pursuant to the Western Resources Articles or the Western Resources Bylaws.

The Merger Agreement provides that at the KGE Effective Time, (i) the executive headquarters of Westar
Energy will be in Kansas City, Missouri, (ii) the customer service headquarters of Westar Energy will be in
Wichita, Kansas, and (iii) the field operation headquarters of Westar Energy will be in Topeka, Kansas.

Upon the KGE Effective Time, the dividend policy of Westar Energy will be set by the Board of Directors
of Westar Energy so as to achieve a payout ratio that is consistent with comparable electric utility companies. ;

Tax Free Status
The Merger Agreement provides that no party thereto will take any action nor permit any of its Subsidiaries

or any employees, officers or directors of such party or of any of its Subsidiaries to take any action which would,
'

or would be reasonably likely to, adversely affect the ability of the KCPL Merger or the KGE Merger to qualify
for tax free treatmen' under the Code, both to the parties and to their respective shareholders (except for any
cash received in lieu of fractional shares), and each party shall use reasonable efforts to achieve such result.

Redemption of Western Resources Preferred Stock

i The Merger Agreement provides that prior to the KGE Effective Time, the Western Resources Board will
call for redemption all its outstanding shares of Preferred Stock and no such shares will be deemed to be
outstanding at the KGE Effective Time or entitled to vote on the approval of the Merger Agreement and the

.

transactions contemplated thereby.

Conditions to Each Party's Obligation to Effect the KGE Merger and the KCPL Merger

Mutual Conditions. The respective obligations of each party to effect the KGE Merger or the KCPL
Merger, as the case may be, are subject to, among other things, the following mutual conditions: (a) the necessary
approvals by the shareowners of KCPL and of Western Resources will have been obtained; (b) no temporary
restraining order, preliminary or permanent injunction or other order will be in effect that prevents consummation
of the KGE Merger or the KCPL Merger; (c) the Registration Statement of which this Joint Proxy
Statement / Prospectus forms a part will have become effective and will not be the subject of a stop order; (d) the

shares of Western Resources Common Stock issuable in the Stock Contribution and the Western Resources Stock
Distribution and the shares of Westar Energy Common Stock issuable in the KCPL Merger and the KGE Merger
will have been approved for listing on the NYSE upon official notice of issuance; (e) all material governmental
authorizations, permits, consents, orders or approvals will have been obtained; and (f) all required licenses,
permits or other authorizations will have been transfened or reissued to the Surviving Corporation on or before
the Closing Date. There is no assurance that the foregoing conditions will be met.

(b In addition to the foregoing conditions, the respective obligations of each party to effect the KGE Merger
i

.

*/ and the KCPL Merger, as the case may be-, are subject to the following condition:
I

.

Kansas Sales and Use Tax Condition

Pursuant to the Merger Agreement, the obligation of each party to effect the Mergers is subject to
the receipt by Western Resources, on or prior to the Closing Date, of confirmation from the Kansas tax i

authorities, in form an<l substance reasonably satisfactory to Western Resources, that no sales or use |
tax is payable in connection with the Asset Contribution. Kansas state and local governments impose a i

sales or use tax on the gross receipts from the sale of tangible personal property. Western Resources
believes that the Asset Contribution does not constitute a " sale" for this purpose (or, alternatively,
will constitute an exempt " nonrecurring" sale). In order for a sale to qualify as " nonrecurring," there ,

must not be more than one sale of that type within a 12 month period. |
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As a result of (i) the lack of written authority regarding w hether the Asset Contribution constitutes
a sale for purposes of the Kansas sales or use tax, and (ii) uncertainty as to whether, if the Asser
Contribution is deemed to be a sale, Western Resources will make or will have made, another sale of
the same type within a 12-month period (which is within Western Resources' control), there can be no
assurance that Western Resources will receive confirmation from the Kansas tax authorities that no
sales or use tax is payable. If such confirmation is not received by Western Resources (or if the fonn
or substance of such confirmation is not reasonably satisfactory to Western Resources), there can be
no assurance that the Mergers will be effected.

| Conditions to the Obligations of Western Resources, KGE and Westar Energy to Efect the KGE ,

i Merger. The obligations of Western Resources, KGE and Westar Energy to effect the KGE Merger are subject
'

to the following additional conditions, among others, specified in the Merger Agreement: (a) KCPL will have
performed in all material respects its agreements and covenants required to be performed at or prior to the KGE
Effective Time; (b) KCPL's representations and warranties set forth in the Merger Agreement shall be true and *

correct as of the date of execution of the Merger Agreement and as of the Closing Date (except for those that
| expressly speak only as of a specific date or time, which need only be true and correct as of such date or time),

except as would not reasonably be likely to result in a KCPL Material Adverse Effect; (c) Western Resources
shall have received from KCPL a certificate dated the Closing Date to the effect that the foregoing two conditions
have been satisfied; (d) no KCPL Material Adverse Effect shall have occurred; (e) KCPL will have obtained

I certain third-party consents the lack of which would cause a KCPL Material Adverse Effect; (f) Western
Resources will be reasonably satisfied that Final Orders relating to certain government approvals of the merger

- do not impose terms or conditions that would have or are reasonably likely to have a material adverse effect on
the Surviving Corporation; (g) Western Resources shall have received an opinion from Sullivan & Cromwell to
the effect that the KCPL Merger and the KGE Merger will each qualify as a reorganization within the meaning
of Section 368 of the Code and that no gain or loss will be recognized by the shareowners of KGE or Western
Resources as a result of the KGE Merger; (h) the aggregate number of Dissenting Shares shall be no greater
than 5.5% of the outstanding shares of KCPL Common Stock as of the KCPL Effective Time; (i) the KCPL
Merger shall have been consummated; and (j) Western Resources will have received Affiliate Agreements from
each Affiliate of KCPL. There is no assurance that the foregoing conditions will be met.

In addition to the foregoing conditions, the obligations of Western Resources, KGE and Westar Energy to
effect the KGE Merger are subject to the following additional conditions specified in the Merger Agreement:

Exemptionfrom the 1935 Act

it is a condition to the obligations of Western Resources, KGE and Westar Energy to effect the
Transactions that Western Resources will be reasonably satisfied that as of the KGE Effective Time,
Western Resources will be exempt from all of the provisions of the 1935 Act other than Section 9(a)(2)
thereof. See " RISK FACTORS-Uncertainty Regarding Western Resources * Regulatory Status" and
"THE TRANSACTIONS-Regulatory Matters-Public Utility Holding Company Act of 1935."
Western Resources anticipates that, following consummation of the Transactions, it will be exempt *

under Section 3(a)(1) of the 1935 Act pursuant to Rule 2 thereunder from all provisions of the 1935
Act except Section 9(a)(2). To qualify for an exemption under Section 3(a)(1) of the 1935 Act, Westar
Energy must be predominantly intrastate in character and carry on its utility business substantially in -

the state in which both Westar Energy and Western Resources are incorporated, Kansas. As a result of
the Transactions, Westar Energy will derive utility revenues from outside of the state of Kansas in an
amount at the high-end of the range of out-of-state utility revenues of utility subsidiaries of holding
companies that currently are exempt from the 1935 Act pursuant to Section 3(a)(1) and Rule 2. In the
event that Western Resources determines prior to the consummation of the Transactions that an
exemption under Section 3(a)(1) of the 1935 Act is not available, Western Resources must either (i)
waive this condition and become a registered holding company under the 1935 Act or (ii) determine to
assert that this condition has not been satisfied and choose not to consummate the KGE Merger.
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Although Western Resources anticipates that after the Transactions it will qualify for an exemption
under Section 3(a)(1) of the 1935 Act pursuant to Rule 2, there is no assurance that the SEC will not
challenge Western Resources' stated intention to file for an exemption pursuant to Rule 2 or that this
condition will be satisfied.

Obtaining Statutory Approval Satisfactory to Western Resources

It is a condition to the obligations of Westem Resources, KGE and Westar Energy to effect the
Transactions that the fmal orders necessary to consummate the Transactions are obtained from the
various federal and state regulators on terms and conditions which would not have, or insofar as
reasonably can be foreseen would not be likely to have, a material adverse effect on the benefits
anticipated by Westem Resources in the Transactions. In many utility mergers state regulators require
a portion of savings from merger synergies to be allocated to customers as a condition for their
approval of a transaction. Western Resources believes, and has discussed its position with KCPL, that
in light of the rate reductions associated with merger synergies that are described below and already
allocated to customers, any efforts by the relevant state regulators to seek further rate reductions would
give Western Resources the right to trigger such condition. Western Resources and KCPL have each
already implemented rate reductions in Kansas and Missouri. KCPL has (i) already implemented rate
reductions to share anticipatect merger synergies with customers in Missouri from its previously
planned merger with UtiliCorp and (ii) entered into a stipulation in Kansas which states that the Kansas
Commission staff and the Citizen's Utility Ratepayers Board will not request rate reductions or rate
refunds from Western Resources, KCPL or their affiliates sooner than one year after consummation of

the Mergers. Moreover, Western Resources believes that the rate reductions it has begun to implement
in Kansas take into account synergies that are related to the Transactions. There is no assurance that
the state regulators will not requir: Westar Energy to share additional merger related synergies with
customers in Missouri or Kansas as a condition to their approval of the Transactions or that Western
Resources will waive this condition and consummate the Transactions if state regulators require
additional rate reductions. See "THE TRANSACTIONS-Regulatory Matters-General." |

Conditions to the Obligations of KCPL to Efect the KCPL Merger. The obligation oi KCPL to effect the
KCPL Merger is subject to the following additional conditions, among others, specified in the Merger
Agreement: (a) Western Resources, KGE and Westar Energy will have performed in all material respects its
agreements and covenants required to be performed at or prior to the KGE Effective Time;(b) the representations
and warranties of Western Resources, KGE and Westar Energy set forth in the Merger Agreement shall be true
and correct as of the date of execution of the Merger Agreement and as of the Closing Date (except for those i

that expressly speak only as of a specific date or time, which need only be true and correct as of such date or j

time), except as would not reasonably be likely to result in a Westem Resources Material Adverse Effect; (c)
KCPL shall have received from Western Resources a certificate dated the Closing Date to the effect that the
foregoing two conditions have been satisfied; (d) no Western Resources Material Adverse Effect shall have
occurred; (e) Western Resources, KGE and Westar Energy will have obtained certain third-party consents the
lack of which would cause a Western Resources Material Adverse Effect:(f) KCPL shall be reasonably satisfied

'
- that Final Orders relating to certain govemment approvals of the merger do not impose terms or conditions that

would have or are reasonably likely to have a material adverse effect on the Surviving Corporation; (g) KCPL
' shall have received an opinion from Skadden Arps to the effect that the KCPL Merger and KGE Merger will
,,

each qualify as a reorganization under Section 368(a) of the Code and that, other than in respect of cash paid in
lieu of fractional shares, no gain or loss will be recognized by the shareholders of KCPL or Westar Energy as a
result of either the KCPL Merger or the KGE Merger; and (h) the Asset Contribution and the Stock Contribution
will have been consummated and all conditions to Western Resources' and Westar Energy's obligations to effect

the KGE Merger have been satisfied or waived. There is no assurance that the foregoing conditions will be met.

|
Amendment and Waiver

The Merger Agreement may be amended by the Boards of Directors of the parties thereto, at any time before
or after approval by the shareholders of KCPL and Western Resources and prior to the KGE Effective Time, but
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|

|
|

! after such approvals, no such amendment will (a) alter or change the amount or kind of shares, rights or any of
the proceedings of the treatment of shares under the terms of the KCPL Merger and the KGE Merger or (b) alter'

or change any of the terms and conditions of the Merger Agreement if any of the alterations or changes, alone or
in the aggregate, would materially adversely affect the rights of holders of KCPL Common Stock or Western
Resources Common Stock, except for alterations or changes that could otherwise be adopted by the Board of

I Directors of the Surviving Corporation without the further approval of such shareholders, as applicable. The

|
Merger Agreement may not be amended except by an instrument in writing signed on behalf of each of the

| parties thereto.

At any time prior to the KGE Effective Time, a party to the Merger Agreement may (a) extend the time for
*

i the performance of any of the obligations or other acts of the other party, (b) waive any inaccuracies in the

| representations and warranties of the other party and (c) waive compliance with any of the agreements or
conditions of the other party to the extent permitted by applicable law. Any agreement on the part of a party to'

any such extension or waiver will be valid if set forth in an instrument in writing signed on behalf of such party. -

| Termination
The Merger Agreement provides that only Western Resources and KCPL will have the right to terminate

the Merger Agreement. (References to a party under this section will mean Western Resources, and KGE and
Westar Energy, on the one hand, and KCPL, on the other hand.) The Merger Agreement may be terminated at
any time prior to the Closing Date, whether before or after approval by the shareholders of the respective parties

j, hereto contemplated by the Merger Agreement: (a) by mutual written consent of the Boards of Directors of
'

KCPL and Western Resources; (b)(i) by either party if there has been any breach of any representations,
warranties, covenants or agreements on the part of the other set forth in the Merger Agreement, which breaches
individually or in the aggregate would result in a Western Resources Material Adverse Effect or a KCPL Material

,

! Adverse Effect, as the case may be, and, which breaches have not been cured within 20 business days following

| receipt by the breaching party of notice of such breach or adequate assurance of such cure will not have been

| given by or on behalf of the breaching party within such 20-business day period,(ii) by either party,if the KCPL
Board of Directors or any committee thereof (A) will withdraw or modify in any adverse manner its approval or
recommendation of the Merger Agreement or the transactions contemplated hereby,(B) will fail to reaffirm such
approval or recommendation upon Westem Resources' request, (C) will approve or recommend any acquisition
of KCPL, or a material portion of its assets or any tender offer for shares of capital stock of KCPL in each case,
other than by Western Resources or an Affiliate thereof or (D) resolves, to take any of the actions specified in
clause (A), (B) or (C), or (iii) by either party, if any state or federal law, order, rule or regulation is adopted or
issued, which has the effect, as supported by the written opinion of outside counsel for such party, of prohibiting
the transactions contemplated hereby, or by any party hereto if any court of competent jurisdiction in the United
States or any state will have issued an order, judgment or decree permanently restraining, enjoining or otherwise
prohibiting the transactions contemplated hereby, and such order, judgment or decree will have become final and
nonappealable;(c) by either party hereto, by written notice to the other party, if the KCPL Effective Time will
not have occurred on or before December 31, l999 (the " Termination Date"); provided, however, that the right

~

to terminate the Merger Agreement will not be available to any party whose failure to fulfill any obligation under
this Merger Agreement has been the cause of, or resulted in, the failure of the KCPL Effective Time to occur on -

,

-

or before this date; (d) by either party hereto, by written notice to the other party, if (i) the Western Resources
S5 areowners' Approval will not have been obtained at a duly held Westem Resources Meeting, including any1

adjournments thereof, or the KCPL Shareholders' Approval will not have been obtained at a duly held KCPL -

Meeting, including any adjournments thereof or (ii) the Western Resources Shareowners' Approval and the
KCPL Shareholders' Appmval will not have been obtained on or before August 31,1998; (e) by KCPL, prior to
the approval of the Merger Agreement by the shareholders of KCPL, upon five days' prior notice to Western
Resources, if, as a result of an Acquisition Proposal by a party other than Western Resources or any of its *

Affiliates, the Board of Directors of KCPL determines in good faith, after considering applicable provisions of
state law, on the basis of oral or written advice of outside counsel that acceptance of the Acquisition Proposal is
necessary for the KCPL Board of Directors to act in a manner consistent with its fiduciary duties under applicable
law; provided. however, that (i) the Board of Directors of KCPL will have concluded in good faith, after
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I

considering applicable provisions of state law and after giving effect to all concessions which may be offered by
Western Resources pursuant to clause (ii) below, on the basis of oral or written advice of outside counsel that
such action is necessary for the Board of Directors to act in a manner consistent with its fiduciary duties under
applicable law and (ii) prior to any such termination, KCPL will, and will cause its respective financial and legal
advisors to, negotiate with Western Resources to make such adjustments in the terms and conditions of the ,

Merger Agreement as would enable KCPL to proceed with the transactions contemplated herein; or (f) by either |
I

party hereto, by the delivery of written notice to the other party not later than 5:00 p.m., New York City time, on
the fifth NYSE trading day prior to the scheduled KGE Effective Time (the parties agreeing that each party will
have at least ten NYSE trading days' notice of the KGE Effective Time), if the Westem Resources Index Price !

is less than or equal to $29.78.

In the event of termination of the Merger Agreement by either KCPL or Westem Resources pursuant to one |

Iof the situations enumerated above, there will be no liability on the part of any party hereto or their respective
officers or directors under the Merger Agreement. Certain provisions of the Merger Agreement will, however,

survive the termination.

Termination Fees
If (i) the Merger Agreement (A) is terminated by Western Resources under the circumstances described in |

'

clause (b)(i) above, (B) is terminated by KCPL under the circumstances described in clause (e) above, (C) is
terminated as a result of KCPL's breach of its duty to perform its obligations in connection with obtaining the
KCPL Shareholder Approval, or (D) is terminated because the shareholders of KCPL do not approve the
transactions contemplated thereby, (ii) at the time of such termination or prior to the meeting of KCPL's
shareholders there will have been made an Acquisition Proposal or any of its Affiliates (whether or not such
Acquisition Proposal will have been rejected or will have been withdrawn prior to the time of such tennination
or of such meeting) and (iii) within two and one-half years of the termination of the Merger Agreement KCPL
or any of its Affiliates becomes a Subsidiary of the party which has made such Acquisition Proposal or a
Subsidiary of an Affiliate of such party or accepts a written offer to consummate or consummates an Acquisition
Proposal with such party or an Affiliate thereof, then KCPL (jointly and severally with its Affiliates), upon the
signing of a definitive agreement relating to such Acquisition Proposal, or, if no such agreement is signed, then
at the closing (and as a condition to the closing) of KCPL becoming such a Subsidiary or of such Acquisition
Proposal, will pay to Western Resources a termination fee equal to $50 million in cash. If on or before the
Termination Date all of the conditions to Closing specified in the Merger Agreement, other than the KCPL Tax
Condition, have been fulfilled, and KCPL declines to waive the KCPL Tax Condition, then KCPL will reimburse
to Western Resources its expenses in connection with the Merger Agreement up to $5 million.

If on or before the Termination Date all of the conditions to the Closing set forth in the Merger Agreement
(other than conditions relating to the 1935 Act, certain statutory approvals, FERC approval and Western
Resources' receipt of a tax opinion from counsel) will have been fulfilled, and Western Resources declines to j

waive such conditions, then immediately following the Termination Date Western Resources will reimburse
'

KCPL for any and all expenses of KCPL with respect to the Merger Agreement and the transactions
contemplated thereby, up to a maximum reimbursement of KCPL by Western Resources of $5 million in the |

.

case of conditions relating to the statutory approvals or the tax opinion, $25 million in the case of the conditions
relating to FERC approval, and $35 million in the case of the condition relating to the 1935 Act; provided,

.

however, that Western Resources will be required to reimburse KCPL's expenses in respect of the failure of only

one of the foregoing closing conditions to be satisfied.

Expenses

Except as set forth above, all costs and expenses incurred in connection with the Merger Agreement and the
transactions contemplated thereby will be paid by the party incurring the expense, except that those expenses
incurred in connection with the printing and filing of the Registration Statement of which this Joint Proxy !

Statement / Prospectus forms a part, as well as the filing fee relating thereto, will be shared equally by KCPL and

Western Resources.
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Standstill Arrangements

if the hierger Agreement is terminated (i) by mutual consent of the parties, (ii) by KCPL because of a
breach by Western Resources of any of its representations or covenants,(iii) by either party because of any law
or injunction that permanently prohibits the transactions contemplated by the Nierger Agreement, (iv) subject to
certain exceptions, if the KCPL Effective Time does not occur prior to December 31,1999, or (v) by either party
because Western Resources * shareowners do not approve the Contributions and the Articles Amendment, then
Western Resources may not, for a period of three years following such termination, among other things, acquire,
agree to acquire or make any proposal to acquire, directly or indirectly, any securities or property of KCPL or
any of its subsidiaries, seek or propose to enter into a merger, tender offer, or sale of assets involving KCPL, or
otherwise act to seek to control or influence the management, Board of Directors or policies of KCPL; provided, *

'

however, that the provisions set forth in the preceding sentence will cease to apply in the event that a third party,
not acting in concert with Western Resources or not affiliated with Westem Resources, makes a proposal to
merge with KCPL or acquire KCPL or all or substantially all of the assets of KCPL, or acquires 10% or more of ,

the KCPL Common Stock or if KCPL permits such action in writing.
i

| Except as set forth below, during the period beginning on, and ending on the tenth anniversary of, the
| Closing Date (unless earlier terminated pursuant to the provisions of the hierger Agreement), Western Resources

will not, and will cause its Subsidiaries and Affiliates or those acting on their behalf not to, directly or indirectly,

| (A) in any manner acquire, agree to acquire, make any proposal to acquire or announce or disclose any intention
to make a proposal to acquire, directly or indirectly, any Voting Securities, except pursuant to the KGE hierger
in accordance with the terms and conditions of the hierger Agreement or (B) propose to enter into, or announce

~

or disclose any intention to propose to enter into, directly or indirectly, any merger or business combination
involving Westar Energy or to purchase, directly or indirectly, all or substantially all of the assets of Westar
Energy. Notwithstanding the provisions of the previous sentence, following the Closing Date Westem Resources
may (i) in any manner acquire Voting Securities representing in the aggregate up to but not exceeding the greater
of 85% of the Voting Securities on a diluted basis or 88.5% of the Voting Securities on a primary basis, or (ii)
make a tender offer or exchange offer for all outstanding shares of Westar Energy Common Stock or Voting
Securities or propose to enter into, or announce or disclose the intention to propose to enter into any merger or
business combination with Westar Energy or to purchase substantially all the assets of Westar Energy, provided
that any such action satisfies the following additional requirements: (x) the offer must be a " tender offer" for
purposes of, and must be made in compliance with, Rules 14d-l and 13e-3 under the Exchange Act (or any
successor provisions thereto), and (y) any such action must be at a price and on terms that are fair to the
stockholders of Westar Energy (as determined by a majority of the Independent Directors after the receipt of a
faimess opinion with respect to any such proposed transaction from a naticelly recognized investment banking
firm selected by a majority of the Independent Directors and reasonably acceptable to Western Resources) and
must be approved by a majority of the Independent Directors.

.
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AhlENDAfENT TO THE WESTERN L ESOURCES ARTICLES

Proposed Amendment
'

The Western Resources Board has adopted a proposal to amend the Western Resources Articles and has 4

directed that this proposed amendment be submitted to the Western Resources shareowners at the Westem |
'

Resources Meeting. As described below, the Articles Amendment would increase, immediately prior to the
Western Resources Share Issuance, the number of authorized shares of Westem Resources Common Stock from
85,000,000 shares to 300,000.000 shares. Depending on the Conversion Ratio, a maximum of 44,698,100 shares

4

| may be used to consummate the Stock Contribution, and the remaining shares will be available, if and when
needed, for issuance for any proper corporate purpose approved by the Western Resources Board, subject to the
shareowner voting requirements.

1

Current Provision. The Westem Resources Articles currently provide for authorized capital stock of
95,600,000 shares, of which 85,000,000 shares are common stock,4,000,000 shares are preference stock without

par value,600,000 shares are preferred stock of the par value One Hundred Dollars ($l00) each and 6,000,000
shares are preferred stock without par value.

Proposed Amendment. The Authorized Stock Amendment provides that the authorized shares of Western
Resources Common Stock be increased from 85,000,000 shares to 300,000,000 shares. If the shareowners of
WesMrn Resources approve the Authorized Stock Amendment, the first part of Article IV of the Western
Resources Articles will be amended to read in its entirety as follows:

; .

The amount of capital stock of this Corporation shall be 310,600,000 shares of which 300,000,000. _

shares is Common Stock of the par value of Five Dollars ($5,00) each,4,000,000 shares is Preference!

Stock without par value,600,000 shares is preferred stock of the par value of One Hundred Dollars
($100) each and 6,000,000 shares is preferred stock without par value, all such preferred stock being

termed " Preferred Stock."

Purpose and Efect of the Proposed Amendment. The purpose of the proposed increase in the number of
authorized shares of Western Resources Common Stock is to ensure that sufficient shares are available,
immediately prior to the Westem Resources Share issuance, to consummate the Stock Contribution and to ensure
that additional shares will be available, if and when needed, for issuance from time to time for any proper
purpose approved by the Western Resources Board, including issuances to raise capital or effect acquisitions,
and for other corporate purposes. Although there are no present arrangements, agreements or understandings for
issuance of such additional shares (other than the shares reserved for issuance in the Stock Contribution), the
Westem Resources Board believes that the availability of the additional authorized shares for issuance upon

approval of the Western Resources Board without the necessity for, or the delay inherent in, a meeting of the ,

Western Resources shareowners will be beneficial to Westem Resources and its shareowners by providing |
,

| Westem Resources with the flexibility required to consider promptly and respond to future business needs and

opportunities as they arise.
,

l

if the proposed amendment is approved by the shareowners of Western Resources, the Board does not
,

~

presently intend to seek further shareowner approval with respect to any particular issuance of shares, unless

.,

required by applicable law, by regulatory authorities, or by the policies, rules and regulations of the NYSE.
,

Vote Required for Approval-

" As provided under the KGCC, the Western Resources Articles, the Western Resources Bylaws and the rules
of the NYSE, as applicable, approval of the Atticles Amendment requires the affinnative vote of a majority of
the outstanding shares of Western Resources Cormnon Stock entitled to vote at the Western Resources Meeting.*

Abstentions and broker non-votes will have the same effect as votes cast against approval of the Articles
Amendment. Approval of the Articles Amendment is required in order to consummate the Transactions.

j
The Western Resources Board, by a unanimous vote, recommends that Western Resources |

Shareowners vote "FOR" the Articles Amendment,
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|

DESCRIPTION OF WESTAR ENERGY CAPITAL STOCK
|

L The following description of Westar Energy capital stock is not complete and is subject to and qualified in
its entirety by reference to the KGCC and to the complete text of the Westar Energy Articles and the Westar
Energy Bylaws which are attached as Annex F and G, respectively, to this Joint Proxy Statement / Prospectus and,

! incorporated by reference herein.

Authorized Capital Stock
,

Under the Westar Energy Articles, Westar Energy's authorized capital stock consists of 500,000,000 shares,
without par value, of Series A Common Stock, 300,000,000 shares, without par value, of Series B Common '

| Stock and 50,000,000 shares, without par value, of preferred stock.

I
Westar Energy Common Stock -

1

|

| The Westar Energy Bylaws provide that each outstanding share entitled to vote under the Westar Energy
Articles is entitled to one vote on each matter submitted to a shareowner vote. The KGCC allows, but does not'

require, cumulative voting for the election of directors. Under the Westar Energy Bylaws, Westar Energy's
! shareowners have cumulative voting rights for the election of directors. Accordingly, each holder of shares

|. eligible to vote for the election of directors may cast a number of votes in the aggregate equal to the number of
| shares held by that holder multiplied by the number of directors to be elected, and such votes may be cast for
'

one candidate or distributed among two or more candidates at the shareowner's discretion. Subject to preferences
!' m that may be applicable to outstanding Westar Energy preferred stock, holders of Westar Energy Common Stock

are entitled to share equally, share for share, when and as dividends are declared upon the Wotar Energy
Common Stock, whether payable in cash, in property or in shares of stock of Westar Energy. In the event of the
distribution of assets on dissolution, the outstanding Westar Energy preferred stock, if any, shall rank prior to
the Westar Energy Common Stock.

Westar Energy Preferred Stock
i

The Westar Energy Board of Directors is authorized to designate any series of Westar Energy preferred
i stock and the relative rights and preferences of each series. As of the date of this Joint Proxy
( Statement / Prospectus, no shares of Westar Energy preferred stock were issued or outstanding.

Anti Takeover Effect of Certain Provisions of the Westar Energy Articles and the Westar Energy Bylaws

Certain provisions of the Westar Energy Articles and the Westar Energy Bylaws described above relating
to Westar Energy's capitalization may have the effect of impeding the acquisition of control of Westar Energy.
These provisions are designed to reduce, or have the effect of reducing, the vulnerability of Westar Energy to
unsolicited takeover attempts which are unfair to Westar Energy shareowners. The Westar Energy . Board of
Directors could create and issue a series of preferred stock with rights, privileges or restrictions, and adopt a
stockholder rights plan, having the effect of discriminating against an existing or prospective holder of such,;. ,

7 securities as a result of such security holder beneficially owning or commencing a tender offer for a substantial
*

amount of Westar Energy Common Stock. One of the effects of authorized but unissued and unreserved shares
*

of capital stock may be to render more difficult or discourage an attempt by a potential acquiror to obtain control
of Westar Energy by means of a merger, tender offer, proxy contest or otherwise, and thereby protect the

*

continuity of Westar Energy's management. The issuance of such shares of capital stock may have the effect of
delaying, deferring or preventing a change in control of Westar Energy without any further action by the
shareowners of Westar Energy. Westar Energy has no present intention to adopt a stockholder rights plan, but
could do so without shareowner approval at any future time.

Transfer Agent and Registrar

Western Resources will be the transfer agent and registrar for the Westar Energy Common Stock.
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.
'

Stock Exchange Listing; Delisting and Deregistration of KCPL Common Stock

It is a condition to the KGE Merger and the KCPL Merger that the shares of Westar Energy Common Stock -
issuable in the Mergers be approved for listing on the NYSE prior to the KCPL Effective Time and the KGE
Effective Time, as applicable, subject to official notice of issuance if the Mergers are consummated,-KCPL

' Common Stock will c:ase to be listed on the NYSE.
:

Other Terms -

Holders of Westar Energy Common Stock shall not have preemptive rights.
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!

I COMPARISON OF SHAREOWNER RIGHTS
}

As a consequence of the Transactions, shareholders of KCPL, a Missouri corporation, will becomej

[ shareowners of Western Resources, a Kansas corporation, and Westar Energy, also a Kansas corporation. The

i rights of KCPL shareholders are currently governed by Missouri law (including the MGBCL), the KCPL Articles

! and the KCPL Bylaws. Upon consummation of the Transactions, the rights of KCPL shareholders who become

; shareowners of Westem Resources and Westar Energy will be govemed by Kansas law, the Westem Resources
Articles, the Westem Resources Bylaws, the Westar Energy Articles and the Westar Energy Bylaws. The
following is a summary of the principal differences between the rights of holders of KCPL Common Stock and
those of Western Resources Common Stock and Westar Energy Common Stock following the Transactions. ,

The following sununary does not purport to be complete and is qualified by reference to the Kansas Law,
the Missouri Law, the Westar Energy Articles, the Westar Energy Bylaws, the Western Resources Articles, the
Western Resources Bylaws, the KCPL Articles and the KCPL Bylaws. Copies of all these documents are .

incorporated by reference herein and will be sent to holders of shares of Western Resources and KCPL upon
request. Copies of all such laws and instruments may be obtained in the manner set forth above under
"AVAILABLE INFORMATION."

Special Meetings of Shareowners

Section 351.225.3 of the MGBCL permits the board of directors or such other person or persons as may be

_

authorized in the articles of incorporation or bylaws of a Missouri corporation to call a special meeting of
shareholders.The KCPL Bylaws provide that,in general, a special meeting of shareholders may be called onlym

~

by the Chairman of the KCPL Board, by the President, or at the written request of a majority of the KCPL Board.

Section 17-6501(e) of the KGCC provides that special meetings of shareowners of a Kansas corporation
- may be called by the board of directors or by such person or persons as may be authorized by the articles of

incorporation or bylaws. The Western Resources Bylaws provide that a special meeting of shareowners may be
called by the Western Resources Board or the Chairman or President of Westem Resources. The Westar Energy
Articles provide that a special meeting of shareowners may be called only by the Chairman of the Board, the
President, a shareowner owning in excess of 50% of the outstanding voting securities of Westar Energy, or the
Westar Energy Board or by such other person as may be authorized by the Bylaws. The Westar Energy Bylaws
do not authorize any others to call a special meeting of shareowners.

Number of Directors

Section 351.315.1 of the MGBCL provides that a Missouri corporanon shall have three or more directors,
except that a corporation may have one or two directors if so stated in the articles of incorporation. The KCPL
Articles provide that the number of directors shall be fixed by the KCPL Bylaws but shall not be less than three.
The KCPL Bylaws fix the number of directors to be elected at the annual meeting of shareholders at nine (9). ,

The number of directors may be increased by way of amendment of such Bylaws at an annual cr special meeting
of KCPL's shareholders called for such purpose by a majority of the shareholders present and entitled to vote at

.. *

'( | such meeting, provided a majority of the outstanding shares entitled to vote are present in person or by proxy.

'
'

Section 17-6301(b) of the KGCC provides that the board of directors of a Kansas corporation shall consist
of one or more members and the number of directors shall be fixed by, or in the manner provided in, the bylaws, e

unless the articles of incorporation establish the number of directors, in which case a change in the number of
directors shall be made only by amendment of the articles of incorporation. The Western Resources Articles
provide that the number of directors shall not be less than seven (7) not more than fifteen (15), the precise
number to be set by the Westem Resources Board, provided that, unless approved by a majority of shareowners
entitled to vote, the number of directors shall not be reduced if such reduction would shorten the term of an
existing director. The Westar Energy Articles provide that the number of directors will be fixed pursuant to the
Bylaws. The Westar Energy Bylaws provide that the number of directors will be determined by a majority of the
Westar Energy Board.
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Advance Notice of Shareowner Nominations of Directors

Under the KCPL Bylaws, nominations of persons for election to the KCPL Board may be made at a meeting
of shareholders by any shareholder who is a shareholder of record on both the date notice of the meeting is given
and on the record date for the meeting, provided that the Secretary of KCPL receives proper written notice of
such nomination not less than sixty (60) days nor more than ninety (90) days prior to the meeting. If less than
seventy (70) days' notice or prior public disclosure of the date of the meeting is given or made by KCPL to its
shareholders, the notice of nomination must be received not later than the close of business on the tenth day
following the day on which such notice of the date of the meeting was mailed or public disclosure was made,
whichever occurs first.

To be in proper written form, a shareholder's notice to the Secretary must set forth: (a) as to each person
whom the shareholder proposes to nominate for election as a director, (i) the name, age, business address and
residence address of such person, (ii) the principal occupation or employment of such person, (iii) the class or
series and number of shares of capital stock of KCPL that are owned beneficially or of record by such person
and (iv) any other information relating to such person that would be required to be disclosed in a proxy statement
or other filings required to be made in connection with solicitations of proxies for election of directors pursuant
to Section 14 of the Exchange Act and the rules and regulations promulgated thereunder; and (b) as to the
shareholder giving the notice, (i) the name and record address of such shareholder, (ii) the class or series and
number of shares of capital stock of KCPL that are owned beneficially or of record by such shareholder,(iii) a
description of all arrrngements or understandings between such shareholder and each proposed nominee and any
other person or persons (including their names) pursuant to which the nomination (s) are to be made by such

~

shareholder, (iv) a representation that such shareholder intends to appear in person or by proxy at the meeting to
nominate the persons named in the notice and (v) any other information relating to such shareholder that would
be required to be disclosed in a proxy statement or other filings required to be made in connection with
solicitations of proxies for election of directors pursuant to Section 14 of the Exchange Act and the rules and
regulations promulgated thereunder. Such notice must be accompanied by a written consent of each proposed
nominee being named as a nominee and to serve as a director if elected.

The Western Resources Articles contain a similar advance notice provision. Nominations of persons for
election to the Western Resources Board may be made at a meeting of shareowners by any shareowner who is a
holder of record at the time the notice of such nomination is given and who shall be entitled to vote at the
meeting, provided that the Secretary of Western Resources receives written notice not less than thirty-five (35)
days nor more than fifty (50) days prior to the meeting. In the event that less than forty-five (45) days' notice or
prior public disclosure of the date of the meeting is given or made by Western Resources to its shareowners, the |

notice of nomination must be received not later than the close of business on the tenth day following the day on
which such notice of the date of the meeting was mailed or public disclosure was made. For notice by the
shareowner to be timely, it must be received in any event not later than the close of business on the seventh day
preceding the day on which the meeting is to be held. Such notice shall contain (i) the names of the nominees
and all other information required to be disclosed in a proxy statement for the election of directors or otherwise

- required by applicable law, (ii) the name and address of the shareowner making the nomination as they appear
on the books of Western Resources,(iii) a representation that such shareowner is a holder of record of the stock
entitled to vote at the meeting on the date of the notice and intends to appear in person or by proxy at the meeting
to nominate the person (s) specified in the notice and (iv) a description of all arrangements or understandings
between such shareowner and each nominee and any other person on whose behalf such nominations are being

made.

The Westar Energy Bylaws contain a similar advance notice provision. Notice of the name of any person to
be nominated by any shareowner for election as a director must be delivered to the Secretary of Westar Energy
at its principal executive office not less than sixty (60) nor more than ninety (90) days prior to the date of the
meeting; provided, however, that if the date of the meeting is first publicly announced or disclosed (in a public
filing or otherwise) less than seventy (70) days prior to the date of the meeting, such advance notice need be
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given not more than ten days after such date is first so announced or disclosed. Public notice is deemed to have
been given more than seventy (70) days in advance of the annual meeting if Westar Energy has previously
disclosed, in its bylaws or otherwise, that the annual meeting in each year is to be held on a determinable date,
unless and until the Board of Directors determines to hold the meeting on a different date. Any shareowner
desiring to nominate any person for election as a director of the Corporation must deliver with sub notice a
statement in writing setting forth the name of the person to be nominated, the number and class of all shares of
each class of stock of Westar Energy bene 6cially owned by such person, the information regarding such person

required by paragraphs (a), (e) and (f) of Item 401 of Regulation S-K adopted by the SEC (or the corresponding
provisions of any regulation subsequently adopted by the SEC applicable to Westar Energy), such person's
signed consent to serve as a director of Westar Energy if elected, such shareowner's name and address and the,

number and class of all shares of each class of stock of Westar Energy beneficially owned by such shareowner.

The person presiding at the meeting, in addition to making any other determinations that may be appropriate to
the conduct of the meeting, will determine whether such notice has been duly given and will direct nominees not *

be considered if such notice has not been given.

Shareowner Proposal Procedures

Pursuant to the KCPL Bylaws, business is properly brought before an annual meeting if any shareholder of
KCPL who is a shareholder of record on both the date notice of the meeting is given and on the record date for
the meeting provides the Secretary of KCPL with proper written notice not less than sixty (60) days nor more
than ninety (90) days prior to the meeting. If less than seventy (70) days' notice or prior public disclosure of the
date of the meeting is given or made by KCPL to its shareholders, the notice by the shareholder must be receivedm
not later than the close of business on the tenth day following the day on which such notice of the date of the
meeting was mailed or public disclosure was made, whichever occurs first. The KCPL Bylaws require that a
shareholder's notice include (i) a description of the proposed business and the reasons for conducting such
business, (ii) the name and record address of such shareholder,(iii) the class or series and number of shares thatj

' are owned beneficially or of record by such shareholder, (iv) a description of any understanding between such
shareholder and any other person regarding the proposal and any material interests of such shareholder in the
proposal and (v) a representation that such shareholder intends to appear in person or by proxy at the annual
meeting to bring such business before the meeting.

The Western Resources Articles permit the bringing of any business at any meeting of the shareowners by
any shareowner who is a holder of record at the time the notice of such business is given and who shall be
entitled to vote at the meeting. The required notice must be received by the Secretary of Western Resources not
less than thirty-five (35) days nor more than fifty (50) days prior to the meeting, in the event that less than forty-
five (45) days' notice or prior public disclosure of the date of the meeting is given or made by Western Resources
to its shareowners, the notice by the shareowner must be received not later than the close of business on the
tenth day following the day on which such notice of the date of the meeting was mailed or public disclosure was
made. For notice by the shareholder to be timely, it must be received in any event not later than the close of
business on the seventh day preceding the day on which the meeting is to be held. The notice shall contain (i) a

- brief description of the business desired to be brought forth and the reasons for considering the business, (ii) the
-

name and address of the shareowner as they appear on the books of Western Resources, (iii) a upresentation
that such shareowner is a holder of record of the stock entitled to vote at the meeting on the date of the notice*

j
and intends to appear in person or by proxy to present the business specified in the notice and (iv) disclosure of .

!
any material interest of the shareowner in such proposal.

The Westar Energy Bylaws provide that notice of any proposal to be presented by any shareowner at any
annual or special meeting shall be delivered to the Secretary of Westar Energy at its principal executive office
not less than sixty (60) nor more than ninety (90) days prior to the date of the meeting; provided, however, that
if the date of the meeting is first publicly announced or disclosed (in a public filing or otherwise) less than'

seventy (70) days prior to the date of the meeting, such advance notice must be given not more than ten days<

after such date is first so announced or disclosed. Public notice is deemed given more than seventy (70) days in
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.

advance of the annual meeting if Westar Energy has previously disclosed, in its bylaws or otherwise, that the
annual meeting in each year is to be held on a determinable date, unless and until the Westar Energy Board

i.

j determines to hold the meeting on a different date. Any shareowner who gives notice of any such proposal shall
deliver therewith the text of the proposal to be presented and a brief written statement of the reasons why such<

|
shareowner favors the proposal and setting forth such shareowner's name and address, the number and class of

'

all shares of each class of stock of the corporation beneficially owned by such shareowner and any material
interest of such shareowner in the proposal (other than as a shareowner). The persoa presiding at the meeting, in'

; addition to making any other determinations that may be appropriate to the conduct of the meeting, will
determine whether such notice has been duly given and will direct that proposals and nominees not be considered;

if such notice has not been given.

Classification of Board of Directors
Section 351.315.1 of the MGBCL provides that any Missouri corporation may elect its directors for a term

of one or more years, not to exceed three years, the time of service and r,iode of classification to be provided for'

by the articles of incorporation or the bylaws of the corporation; but, there shall be an annual election for such
number or proportion of directors as may be found upon dividing the entire number of directors by the number
of years composing a term. The KCPL Board has only one class of directors and the KCPL Bylaws provide that

;

each director will be elected annually to a one-year term.'

Section 17-630l(d) of the KGCC provides that the directors of a Kar sas corporation may be divided into
,,

,

one, two or three classes by the articles of incorporation or by the corporation's initial bylaws, or bylaws adopted. , .

by a vote of the shareowners; the term of office of those of the first class to expire at the next annual meeting; of* -'

the second class one year thereafter; of the third class two years thereafter; and at each annual election held after4

such classification and election, directors shall be chosen for a full term, as the case may be, to succeed those1

whose terms expire. The Westem Resources Bylaws provide for three classes of directors as nearly equal ina

number as possible with no class containing fewer than two directors and with each holding office for a term of
4

three years. The Westar Energy Articles do not provide for a classified board of directors.1

4

Voting / Cumulative Voting

The KCPL Bylaws provide that each outstanding share entitled to vote under the KCPL Articles is entitled
to one vote on each matter submitted to a shareholdet vote. The MGBCL requires and the KGCC allows, but ,

does not require, cumulative voting for the election of directors. Under the KCPL Bylaws, KCPL's shareholders f
have cumulative voting rights for the election of directors. Accordingly, each holder of shares eligible to vote q

for the election of directors may cast a number of votes in the aggregate equal to the number of shares held by
'

that holder multiplied by the number of directors to be elected, and such votes may be cast for one candidate or
distributed among two or more candidates at the shareholder's discretion.

Subject to the voting rights of holders of Western Resources Preferred Stock and Western Resourcesi

Preference Stock as provided in the Western Resources Articles, each holder of Western Resources Voting Stock
has one vote for each share of such stock held by him or her on all matters requiring action by the shareownersw
of Western Resources. The Western Resources Articles do not provide for cumulative voting for the election of,m

.- directors.

The Westar Energy Articles and Bylaws provide for cumulative voting of all shares entitled to vote for the
, ,

; election of directors. Accordingly, in all elections for directors, each holder of Westar Energy Common Stock
shall have the right to cast as many votes in the aggregate as shall equal the number of shares held by him
multiplied by the number of directors to be e!ected and may cest all such votes for a single candidate or may
distribute such votes among two or more candidates.

Removal of Directors; Filling Vacancies on the Board of Directors-

The KCPL Articles and the KCPL Bylaws are silent on the issue of removal of directors. Section 351.315.2'

of the MGBCL provides, however, that one or more directors or the entire board of directors of a Missouri'
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corporation may be removed at a duly called special meeting of shareholders called expressly for the purpose of
removing one or more directors, with or without cause, by a vote of the holders of a majority of the shares then
entitled to vote at an election of directors in addition,in the case of a corporation having cumulative voting for
the election of directors, such as KCPL, if less than the entire board of directors is to be removed, no director
may be removed if the votes cast against such removal would be sufficient to elect the director by cumulative
voting at a duly convened meeting to elect the entire KCPL Board. Additionally, Section 351.317 of the MGBCL
provides that a majority of the entire KCPL Board may remove a director if, at the time of removal, such director
fails to meet any qualifications for election stated in the KCPL Articles or KCPL Bylaws or if he is in breach of
any agreement between such director and KCPL relating to his services to KCPL as a director or employee. Prior
notice of such proposed removal must be given to all directors.

.

The KCPL Bylaws provide that vacancies on the KCPL Board may be filled by a majority of the remaining
directors, though less than a quorum, until the successor or successors are elected at a meeting of the KCPL
shareholders. -

Section 17-6301(k) of the KGCC provides that any director or the entire board of directors of a Kansas
corporation may be removed, with or without cause, by the holders of a majority of shares then entitled to vote
at an election of directors, except that in the case of a corporation having a classified board of directors, such as
Western Resources, shareowners may remove a director only for cause, unless the articles of incorporation
provide otherwise, and the Westem Resources Articles do not so provide. This requirement may not be modified,
and no inconsistent provision may be adopted, without the affirmative vote of the holders of at least 80% of the

,, outstanding shares of stock of Westem Resources entitled to vote at any election. Under the Western Resources
Bylaws, no director may be removed except for cause. Pursuant to Section 17-6301(k)(2) of the KGCC, in the
case of a Kansas corporation with cumulative voting, if less than the entire board of directors is to be removed,
no director may be removed without cause if the votes cast against such director's removal would be sufficient
to elect such director if then cumulatively voted at an election of the entire board of directors or, in the case of a
corporation having classes of directors, such as Western Resources, at an election of the class of directors of
which such director is a part.

Pursuant to the Western Resources Bylaws, vacancies in the Western Resources Board caused by death,
resignation or otherwise may be filled at any meeting of the Western Resources Board and such replacement
directors shall serve for the remainder of the term applicable to the vacancy being filled.

The Westar Energy Bylaws provide that any vacancy on the Westar Energy Board will be filled by the
affirmative vote of a majority of the remaining directors, unless otherwise provided by law and a director elected
to fill a vacancy will serve for the unexpired term of his predecessor in office. Any vacancy to be filled because
of an increase in the number of directors may be filled by election by the Westar Energy Board for a term
continuing only until the next election of directors by the shareowners. Any director or the entire Westar Energy
Board may be removed, with or without cause, by the holders of a majority of the shares entitled to vote at an
election of directors, but if less than the entire Westar Energy Board is to be removed, no director may be
removed without cause if the votes cast against such director's removal would be sufficient to elect such director

- if then cumulatively voted at an election of the entire Westar Energy Board. -

.

- Shareowner Action by Written Consent

| Under both Section 351.273 of the MGBCL and Section 17-6518 of the KGCC (except, with regard to the '

KGCC, as otherwise provided in the articles of incorporation of a Kansas corporation), any action which may be
taken by shareowners at any annual or special meeting may be taken without a meeting by written consent,
provided that such consent is unanimous.

The Western Resources Articles are silent with respect to action by written consent. The Westar Energy
| Articles provide that any action required or permitted to be taken by shareowners may be taken without a meeting
| if a consent in writing, setting forth the action so taken, shall be signed by holders of all(or a majority if allowed

by law) of the outstanding stock of Westar Energy entitled to vote on such action.
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Preemptive Rights !

I
MGBCL Section 35l.305 states that preemptive rights are omited or denied only to the extent provided in i

the artic es. KGCC Section 6002(b)(3) provides that preemptive rights may be granted in the articles. No I

Ishareowner of KCPL, Westem Resources or Westar Energy has any preemptive rights with regard to shares of

common or preferred stock.

Amendment of Articles
Pursuant to the KCPL Articlea, the KCPL Articles may be amended in accordance with Missouri law,

provided that in no event shall any such amendment be adopted without the affirmative vote of a majority of ,

KCPL's outstanding shares entitled to vote. Section 351.090 of the MGBCL provides that the board of directors |
of a Missouri corporation inay adopt a resolution setting forth the proposed amendment and directing that it be |

submitted to a vote at a meeting of shareholders, which may be either an annual or a special meeting, except that

the proposed amendment need not be adopted by the board of directors and may be directly submitted to any
annual or special meeting of shareholders. Missouri law further provides that written notice setting forth the
proposed amendment or a summary of the changes to be effected shall be given to each shareholder of record {
entitled to vote thereon within the time and in the manner for the giving of notice of meetings of shareholders, if |
the meeting is an annual meeting, the proposed amendment or summary shall be included in the notice of the !

annual meeting. At the meeting, a vote of the shareholders entitled to vote shall be taken on the proposed |

amendment. Generally, the proposed amendment shall be adopted upon receiving the affirmative vote of a
majority of the outstanding shares entitled to vote, unless any class of shares is entitled to vote as a class, in ;

which event the proposed amendment shall be adopted upon receiving the affirmative vote of a majority of the
outstanding shares of each class of shares entitled to vote as a class and of the total shares entitled to vote, if the
articles of incorporation or bylaws provide for cumulative voting in the election of directors, such as KCPL's,
the number of directors shall not be decreased to less than three by amendment if the number of shares voting

against such amendment would be sufficient to elect a director in an election of three directors. However,
pursuant to the KCPL Articles, the provisions in the KCPL Articles conceming certain business combinations,
may not be changed without the affirmative vote of the holders of at least eighty percent (80%) of the outstanding
shares of KCPL Common Stock entitled to vote. See "-Business Combinations" below. No amendment to the
provisions of the KCPL Articles concerning indemnification shall adversely affect the rights of a person to obtain
indemnification for actions occurring prior to the latest of (i) the effective date of such amendment, (ii) the
expiration of such person's then current term of office with KCPL, if any, or (iii) the effective date of such
person's resignation prior to the completion of his or her term of office,if any.

Section 351.093 of the MGBCL provides that the holders of the outstanding shares of a class of stock of a
Missouri corporation shall be entitled to vote as a class upon a proposed amendment, notwithstanding anything
to the contrary under the corporate charter,if such amendment would modify or impair specific relative rights or
preferences of such class of stock.

The Western Resources Articles and Westar Energy Articles each provide that Western Resources and
Westar Energy, respectively, reserves the right to amend, alter, change, or repeal any provision contained in the
Westem Resources Articles or the Westar Energy Articles, respectively, in the manner then or thereafter
prescribed by the applicable provisions of the laws of the State of Kansas for amending the articles of
incorporation of a Kansas corporation, and all rights conferred upon shareowners are granted subject to such
reservation.

Section 17-6602 of the KGCC provides that in connection with any and every amendment authorized by
the KGCC after a corporation has received payment for any of its capital stock, the board of directors shall adopt
a resolution setting forth the amendment proposed, declaring its advisability and either calling a special meeting
of the shareowners entitled to vote for the consideration of such amendment or directing that the amendment

proposed be considered at the next annual meeting of the shareowners. Written notice shall be given to each
shareowner entitled to vote at the meeting within the time and in the manner for the giving of notice of meetings
of shareowners. Such notice shall set forth such amendment in full or a brief summary of the changes to be
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effected. Subject to the above mentioned KGCC requirements, the Western Resources Articles and Westar
Energy Articles may be amended if a majority of the outstanding stock ntitled to vote and a majority of the
outstanding stock of each class entitled to vote on the amendment as a class have been voted in favor of such
amendment. In the case of a successful vote, a certificate setting forth the amendment and certifying that such
amendment has been duly adopted shall be executed, acknowledged, filed and recorded. However, Article XI of
the Western Resources Articles, concerning certain business combinations, may not be changed without the
affirmative vote of 80% of the Western Resources Voting Stock and the affirmative vote of a majority of the
Western Resources Voting Stock, other than the stock held by a Western Resources Interested Shareholder (as

defined below).
.

Amendment of Bylaws

Pursuant to the KCPL Bylaws, the KCPL Board may make, alter, amend or repeal the KCPL Bylaws by a
majority vote of the whole KCPL Board at any regular or special meeting of the KCPL Board, provided, in the -

case of a special meeting, that notice of such amendment has been given in the notice of such special meeting.
The shareholders of KCPL may also amend the KCPL Bylaws at any shareholder meeting at which a quorum is
present by a majority vote of the shareholders present and entitled to vote.

Pursuant to the Western Resources Articles, the Western Resources Board may make and from time to time

alter, amend or repeal any Western Resources Bylaw, subject to the power of the shareowners to amend, alter or
repeal such Western Resources Bylaw, provided that notice of any such action shall be given to each stockholder

- having voting rights within sixty days of such action. The provisions of the Westem Resources Bylaws regarding
N- the classification of the Western Resources Board, the filling of vacancies by directors and the removal of

directors may not be amended without the affirmative vote of at least eighty percent (80%) of the outstanding
shares of Western Resources stock entitled to vote.

.

Pursuant to the Westar Energy Articles, the Westar Energy Board is expressly authorized to adopt, amend
or repeal the Bylaws of the corporation. Section 17-6009 of the KGCC, however, provides that the granting of
such authority to the board of directors does not divest the shareowners of the power, nor limit their power to
adopt, amend or repeal the bylaws.

Business Combinations.

Article XII of the KCPL Articles provides that an affirmative vote of the holders of at least eighty percent
(80%) of the outstanding shares of KCPL Common Stock entitled to vote shall be required for the approval or
authorization of any KCPL Business Combination (as defined below) with a KCPL Interested Shareholder (asi

defined below); provided that such eighty percent (80%) voting requirement shall not be applicable if: (a) such
KCPL Business Combination shall have been approved by a majority of the KCPL Continuing Directors (as
defined below); or (b) the cash or the KCPL Fair Market Value (as defined below) of the property, securities or
other consideration to be received per share by the holders of KCPL Common Stock in such KCPL Business

,

Combination is not less than the highest per share price paid by or on behalf of the KCPL Interested Shareholder
for any shares of KCPL Common Stock during the five year period preceding the announcement of such KCPL

~
*

'

Business Combination. For purposes of the above referenced provisions, a "KCPL Interested Shareholder" is
defined as (i) any individual, corporation, partnership or other person or entity, which together with its*

" Affiliates" or " Associates" (as such terms are defined in Rule 12b-2 under the Exchange Act) is the a

" Beneficial Owner" (as such term is defined in Rule 13d-3 under the Exchange Act), in the aggregate of 5% or
more of the outstanding KCPL Common Stock and (ii) any Affiliate or Associate of such KCPL Interested
Shareholder; "KCPL Continuing Director" is defined as any director who is unaffiliated with the KCPL
Interested Shareholder and was a director prior to such KCPL Interested Shareholder becoming a KCPL
Interested Shareholder, and any successor of a KCPL Continuing Director if unaffiliated with the KCPL
Interested Shareholder and recommended to succeed such KCPL Continuing Director by a majority of KCPL4

Continuing Directors; "KCPL Business Combination" means (i) any merger or consolidation of KCPL or any
of its subsidiaries with or into a KCPL Interested Shareholder; (ii) any sale, lease, exchange, transfer or other
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disposition of any KCPL Substantial Part (as defined below) or a substantial part of the assets of a subsidiary of
,

| KCPL to a KCPL Interested Shareholder; (iii) the issuance of any securities of KCPL to a KCPL Interested
! Shareholder other than an issuance on a pro rata basis to all holders of shares of the same class pursuant to a |

stock split or dividend; (iv) any recapitalization or reclassification that would increase the proportionate voting l

power of a KCPL Interested Shareholder; (v) any liquidation, spinoff, split up or other dissolution of KCPL
proposed on behalf of a KCPL Interested Shareholder; or (si) any agreement, contract, arrangement or
understanding providing for any of the above transactions: "KCPL Substantial Part" means 10% or more of the
KCPL Fair hlarket Value (as defined below) as reflected in the most recent balance sheet existing at the time the
shareholders of KCPL would be required to approve or authorize the KCPL Business Combination involving the
assets constituting any such KCPL Substantial Part; and "KCPL Fair hlarket Value" is defined as (i) in the case
of stock, the highest closing sale price during the 30-day period immediately prior to the date in question of a 1

share of such stock; and (ii) in the case of property other than cash or stock, the KCPL Fair hlarket Value of
such property on the date in question as determined by a majority of the KCPL Continuing Directors.

Article XI of the Western Resources Articles provides that an aftirmative vote of at least eighty percent
(80%) of the Westem Resources Voting Stock and the affirmative vote of at least a majority of the Western
Resources Voting Stock held by shareowners other than Western Resources Interested Shareholders (as defined
below) shall be required for the approval or authorization of any Westem Resources Business Combination (as
denned below) with a Western Resources Interested Shareholder; provided that such 80% voting requirement
shall not be applicable if: (a) such Western Resources Business Combination shall have been approved by a

_
majority of the Westem Resources Continuing Directors (as defined below); or (b) the cash or the Western
Resources Fair Starket Value (as defined below and as determined by a majodty of the Western Resources

'

Continuing Directors) of the property, securities or other consideration to be received per share of Western
Resources stock in such Western Resources Business Combination is not less than the highest per share price

paid by the Western Resources Interested Shareholder for any shares of the Western Resources stock. For
purposes of the above-referenced provisions, a " Western Resources Interested Shareholder" is denned as (i) any
individual, corporation, partnership or other person or entity, which together with its " Affiliates" or
" Associates" (as such terms are defined in Rule 12b-2 under the Exchange Act) is the " Beneficial Owner" (as
such term is defined in Rule 13d-3 under the Exchange Act) in the aggregate of 10% or more of the ole tanding
Western Resources Voting Stock and (ii) any Affiliate or Associate of such entity; " Western Resources
Continuing Director" is defined as any director who was a director immediately prior to the Western Resources
Interested Shareholder becoming a Western Rest urces Interested Shareholder; " Western Resources Fair Starket
Value" is defined as (i) in the case of stock, the highest closing sale price during the 30-day period immediately

prior to the date in question of a share of such stock, and (ii) in the case of property other than cash or stock, the
fair market value of such property on the date in question as determined by a majority of the Western Resources
Continuing Directors; and " Western Resources Substantial Part" means 10% or more of the Western Resources

| Fair hlarket Value, as determined by a majority of the Continuing Directors, of the total consolidated assets of

|
Western Resources and its subsidiaries taken as a whole as of the end of the most recent fiscal year.

| " Western Resources Business Combination" means: (i) any merger or consolidation of Western Resources

/ or any of its subsidiades with or into any Western Resources Interested Shareholder; (ii) any sale, lease,
|, exchange, transfer or other disposition of any Western Resources Substantial Part or a substantial part of the
! assets of a subsidiary of Western Resources to a Western Resources Interested Shareholder;(iii) the issuance of

any securities of Western Resources or a subsidiary thereof to a Western Resources Interested Shareholder other
than an issuance on a pro rata basis to all holders of shares pursuant to a stock split or dividend; (iv) any
recapitalization or reclassification that would increase the proportionate voting power of a Western Resources
Interested Shareholder; (v) the adoption of any liquidation or dissolution of Westem Resources proposed by or ;

on behalf of a Western Resources Interested Shareholder; or (vi) any agreement, contract, arrangement or
understanding providing for any of the above transactions.

|^

Neither the Westar Energy Articles nor the Westar Energy Bylaws contains a " Business Combination"

provision.
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Voting Rights in Connection with Mergers and Consolidations

Pursuant to Sections 351.410,351.420 and 351.425 of the MGBCL, a plan of merger or consolidation must

be approved by the KCPL Board, submitted to the shareholders of KCPL for approval at a shareholder meeting,
and must obtain the approval of the holders of at least two-thirds of the outstanding shares entitled to vote at
such meetmg.

The KCPL Articles provide that the approval of a merger or consoliNion shall reyiirm the vom of a
majority of the outstanding shares of KCPL Preferred Stock, voting as a single class, except that such vote is not
required (i) with respect to any merger or consolidation ordered, approved or permitted by the SEC under the
1935 Act or (ii) if provision for redemption of the KCPL Preferred Stock is made prior to the effective time of t

such merger or consolidation.

Pursuant to Section 17-6701 of the KGCC and the Westem Resources Articles, an agreement of merger or
*

consolidation shall be approved by a resolution adopted by the Western Resources Board and approved by a
majority of the outstanding shares of Western Resources Voting Stock, subject to certain exceptions.

The Western Resources Articles provide that so long as Westem Resources Preferred Stock is outstanding,
Western Resources may not merge or consolidate with any other corporation (i) without the consent of the
holders of at least a majority of the shares of Westem Resources Preferred Stock then outstanding voting
separately as a class and (ii) without the vote of the percentage or number of shares of any and all classes
required by law or the Westem Resources Articles; provided, however, that no consent of the holders of Western
Resources Preferred Stock shall be required, except as otherwise required by law, with respect to (i) any merger

.

ordered, approved or permitted by the SEC under the 1935 Act or (ii) if provision for redemption of the Westem
Resources Preferred Stock is made prior to the effective time of the merger or consolidation.

Pursuant to Section 17-6701 of the KGCC and the Westar Energy Articles, an agreement of merger or
consolidation shall be approved by a resolution adopted by the Westar Energy Board and approved by a majority
of the outstanding shares of Westar Energy Common Stock. The Westar Energy Articles authorizes the Westar
Energy Board to issue Preferred Stock with designations and powers, preferences and rights, including
designating whether or not holders of the shares of a particular series will have voting rights, in addition to the
voting rights provided by law, and the terms of such voting rights, in the event the Westar Energy Board
designates Preferred Stcck with such voting rights, the Preferred Stock may be able to vote with the Westar
Energy Common Stock in connection with Mergers and Consolidations. No such designation currently exists in
the Westar Energy Articles.

Dissenters' Rights

Pursuant to Section 351.455 of the MGBCL,if a shareholder of a Missouri corporation which is a party to

| a merger files with the corporation a written objection to such merger before or at the meeting at which the
'

merger is submitted to a shareholder vote, does not vote in favor of the merger and, within twenty days after the
merger is consummated (or, pursuant to Section 351.447, within twenty days after being notified of a short form *

merger), makes written demand for the payment of the fair value of his common equity interest (determined as
of the day prior to the date on which the vote approving the merger was taken), the new or surviving corporation

'

must pay the fair value of such shares within ninety days after the date on which the merger was effected, and if
3within thirty days after the date on which the merger was effected, the dissenting shareholder and surviving

|
corporation agree upon the value of the shares. Any shareholder who fails to make such a demand within twenty
days after the merger is conclusively presumed to have consented thereto and is bound by the terms thereof. If
after thirty days from the date on which such merger is effected the dissenting shareholder and the corporation
do not agree on the value of the shares, then, within sixty days from the end of the thirty day period, the
dissenting shareholder may file a petition in any court of competent jurisdiction within the county in which the
registered office of the surviving or new corporation is situated, seeking a determination of the fair value of the
shares, and shall be entitled to a judgment against such corporation for such fair value as of the day prior to the
date of the merger vote.
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Section 17-6712 of the KGCC provides that if a shareowner of a Kansas corporation which is a party to
any merger (including a short form merger) tiles with the corporation a written objection to such merger before
the meeting at which the merger is submitted to a shareowner vote, does not vote in favor of such merger and,
within twenty days after receiving the required notice from the corporation regarding the effectiveness of such
merger, makes written demand for the payment of the value of such shareowner's stock, the suniving
cuiporation shall pay such value within thirty days after the expiration of the twenty-day period. If during a
period of thirty days from the end of the above-referenced twenty-day period the corporation and the dissenting
shareowner fail to agree on the value ot the stiates, the shacoaw u. diu 6. p ajon r,c d d 9
determination of the value of the stock by an appraiser to be appointed by the district court, by filing a petition
with the court within four months after expiration of the thirty days. The KGCC further provides, however, that
unless otherwise provided in the articles of incorporation of a Kansas corporation, the above section does not
apply to the holders of any class or series of a class of stock which, on the record date for the applicable meeting,
was either registered on a national securities exchange or was held of record by at least 2,000 shareowners, and
dissenters' rights do not apply to a merger that does not require the approval of the shareowners of the suniving
corporation. The foagoing exceptions are not applicable in the case of certain mergers where the shareowners
are required to accept for their stock anything except (i) stock or stock and cash in lieu of fractional shares of the
corporation surviving the merger,(ii) stock or stock and cash in lieu of fractional shares of any other corporation |

which at the record date for the applicable meeting were either registered on a national securities exchange or
held of record by not less than 2,000 shareowners, or (iii) a combination of (i) and (ii) above. Under this statute,
subject to the above exceptions, Westar Energy's and Westem Resources'shareowners do not have dissenters'
rights and no such rights have been designated in Westar Energy's or Westem Resources' Articles.

Missouri Control Share Acquisition Statute

Section 351 A07 of the MGBCL (the " Missouri Control Share Acquisition Statute") regulates the voting
rights of shares of Missouri corporations purchased in Missouri Control Share Acquisitions (as defined below).
For purposes of this subsection, a " Missouri Control Share Acquisition" is the direct or indirect acquisition
(other than an acquisition permitted by the Missouri Control Share Acquisition Statute, as discussed below) by
any " Missouri Acquiring Person" of otvnership of, or the power to direct the exercise of voting power with
respect to, issued and outstanding shares of a " Missouri Issuing Public Corporation" (as defined below) that,
except for the Missouri Control Share Acquisition Statute, would have voting power with respect to shares of
such corporation that, when added to all other shares of such corporation owned by such person or in respect to
wl;ich such person may exercise or direct the exercise of voting power, would entitle such person, immediately
after acquisition of such shares, to exercise or direct the exercise of the voting power of such corporation in the
election of directors within any of the following ranges of voting power: (i) one-fifth or more but less than one-
third of all voting power; (ii) one-third or more but less than a majority of all voting power; or (iii) a majority or I

more of all voting power. " Missouri Issuing Public Corporation" means a corporation incorporated under the I
laws of the State of Missouri with 100 or more shareholders, a principal place of business, principal office or i

|substantial assets in Missouri and (i) more than ten percent (10(7c) of its shareholders resident in Missouri, (ii) at
least ten percent (10%) of its shares owned by Missouri residents or (iii) at least 10,000 shareholders resident in
Missouri. KCPL meets these tests and is thus a Missouri Issuing Public Corporation..,

Pursuant to the Missouri Control Share Acquisition Statute, shares acquired in a Missouri Control Share
Acquisition have no voting rights unless voting rights are granted by resolution of the shareholde, of such
corporation. For such a resolution to be adopted, it must be approved by the affirmative vote of: (i) a m -ity ofs
all outstanding shares entitled to vote at a special meeting of shareholders voting by class if required by the erms
of such shares; and (ii) a majority of all outstanding shares entitled to vote at such meeting voting by clos if
required by the terms of such shares, excluding all Missouri Interested Shares. For purposes of this Subsection,
" Missouri Interested Shares" means the shares of such corporation in respect of which any of the following
persons may exercise or direct the exercise of the voting power of the corporation in the election of directors: (a)
a Missouri Acquiring Person or member of a group with respect to a Missouri Control Share Acquisition; (b)
any officer of such corporation elected or appointed by the directors of such corporation; or (c) any employee of
such corporation who is also a director of such corporation.
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Any Missouri Acquiring Person who proposes to make or has made a Missouri Control Share Acquisition
may at his or her election deliver a " Missouri Acquiring Person Statement" (as described hereinafter) to such
corporation at the corporation's principal office. The Missouri Acquiring Person Statement must set forth, among
other things, certain information regarding the identity of the Missouri Acquiring Person, its holdings of shares
of such corporation and details of such person's Missouri Control Share Acquisition or proposed Missouri
Control Share Acquisition including the range of voting power under which the control share acquisition falls. If
such Missouri Acquiring Person so requests at the time of delivery of a Missouri Acquiring Person Statement
and gives an undertaking to pay the corporation's expenses of a special meeting, the directors of the corporation
shall within ten days thereafter call a special meeting of shareholders of such corporation for the purpose of
considering the voting rights to be accorded the shares acquired or to be acquired in the Missouri Control Share '

Acquisition. Unless the Missouri Acquiring Person agrees to a later date, such special meeting shall be held
within fifty days after receipt by the corporation of such request.

'

Under the Missouri Control Share Acquisition Statute, certain acquisitions of shares of a Missouri Issuing
Public Corporation are deemed not to constitute Missouri Control Share Acquisitions, including among others,
acquisitions of shares (i) pursuant to a will or other testamentary disposition, or by gift where such gift is made
in good faith and not for the purpose of circumventing the Missouri Control Share Acquisition Statute, (ii)
pursuant to a public offering, a private placement, or any other issuance of shares by such corporation, (iii) by,
on behalf of, or pursuant to any benefit or other compensation plan or arrangement of the Missouri Issuing Public
Corporation,(iv) pursuant to the conversion of debt securities into shares of such corporation under the terms of
such debt securities, (v) pursuant to a binding contract, other than any contract created by, pursuant to, or in
connection with a tender offer, whereby the holders of shares representing at least two-thirds of the voting power

,

of such corporation, such holders acting simultaneously, agree to sell such shares to any person,(vi) pursuant to
a merger or consolidation effected in compliance with Sections 351.410 to 351.458 of the MGBCL if the
Missouri Issuing Public Corporation is a party to the agreement of merger or consolidation, (vii) pursuant to a
binding contract with any person which, at any time within one year prior to the acquisition in question, owned

,

shares representing more than fifty percent of the voting power of such corporation,(viii) by or from any person
whose shares have been previously accorded voting rights pursuant to the Missouri Control Share Acquisition
Statute; provided, that such acquisition entitles the person making the acquisition to exercise or direct the
exercise of voting power of such corporation in the election of directors within a range of the voting power not
in excess of the range of voting power associated with the shares to which voting rights have been previously
accorded or (ix) pursuant to the satisfaction of a pledge or other security interest created in good faith and not
for the purpose of circumventing section 351.407 of the MGBCL. In addition, a corporation may exempt itself
from application of the Missouri Control Share Acquisition Statute by inserting a provision in its articles of
incorporation or bylaws prior to the Missouri Control Share Acquisition, expressly electing not to be covered by
the statute. The KCPL Articles and the KCPL Bylaws do not contain any such provision, thus the Missouri
Control Share Acquisition Statute applies to KCPL.

Kansas Control Share Acquisition Provision ,

Kansas law contains a substantially similar provision regarding the acquisition of controlling interests in

corporations organized under Kansas law. Pursuant to Sections 171286 to 171298 of the Kansas Statutes
Annotated (the " Kansas Control Share Acquisition Provision"), " Kansas Control Shares" are shares of a .,

Kansas issuing Public Corporation (as defined below) that would, except for the application of such statute,
entitle their holder to exercise or direct the exercise of voting power in the election of directors within certain
specified ranges (one fifth or more but less than one. third, one-third or more but less than a majority and a
majority or more). A " Kansas Control Share Acquisition" is an acquisition, directly or indirectly, by any person
of ownership of or power to direct the voting of Kansas Control Shares, either pursuant to a single transaction or
various transactions within a l'20-day period, or pursuant to a plan to make a Kansas Control Share Acquisition.
" Kansas issuing Public Corporation" means a corporation organized under the laws of the State of Kansas with
100 or more shareowners, a principal place of business, principal office or substantial assets in Kansas and either

100

,
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more than ten percent (10%) of its shareowners resident in Kansas, more than ten percent (10%) of its shares
otvned by Kansas residents or at least 2,500 shareowners resident in Kansas. Westem Resources meets these
tests and is thus a Kansas issuing Public Corporation.

Kansas Control Shares acquired in a Kansas Control Share Acquisition shall have the same voting rights as
before the acquisition only to the extent approved by a majority of all shares entitled to vote in the election of

,

|

directors (voting by class if required by the terms of such shares) and a majority of all shares entitled to vote in
the election of directors (voting by class if required by the terms of such shares) excluding all " Kansas Interested
Shares" (as defined below) An acquiring person may deliver to the Kansas Issuing Public Corporation a
statement (a " Kansas Acquiring Person Statement") regarding its acquisition of Kansas Control Shares

,

containing the identity and other information about the acquiring person, the number of shares owned by the
acquiring person, and the range of voting power under which the acquisition falls. The acquiring person may
also request a special meeting of shareowners to consider the voting rights that will attach 'o his or her Kansas
Control Shares. " Kansas Interested Shares" are those with respect to which (i) a person or members of a group
that makes or proposes to make a Kansas Centrd Snare Acquisition, (ii) an officer of a Kansas Issuing Public
Corporation or (iii) an employee of a Kansas issuing Public Corporation who is also a director of such Kansas i

Issuing Public Corporation exercises voting power.

A Kansas issuing Public Corporation can opt out of the Kansas Control Share Acquisition Provision with ,

the adoption of a provision in either its articles of incorporation or its bylaws prior to the Kansas Control Share !

- Acquisition stating that such provision does not apply. Any such opt-out is effective only with regard to Kansas
Control Share Acquisitions which occur after the opt-out has become effective. The Westem Resources Articles |

and Western Resources Bylaws do not contain any such " opt-out" provision. However, the Westar Energy
Articles do contain such a provision. Thus, the Kansas Control Share Acquisition Statute applies to Western
Resources, but not to Westar Energy.

Unless otherwise provided in the Kansas Issuing Public Corporation's bylaws or articles of incorporation
before a Kansas Control Share Acquisition has occurred or has been proposed, Kansas Control Shares may be !

redeemed only in their entirety by the Kansas issuing Public Corporation if a Kansas Acquiring Person Statement
has not been delivered to the Kansas Issuing Public Corporation by the tenth day after the Kansas Control Share
Acquisition, or if such statement has been filed but the shareowners have voted not to accord voting rights to the
Kansas Control Shares. A call for redemption must occur within thirty (30) days after the event that gives the
Kansas Issuing Public Corporation the option to redeem the shares and the shares must be redeemed within sixty
(60) days of such cail.

Under the Kansas Control Share Acquisition Provision, certain acquisitions of shares of a Kansas issuing
Public Corporation are deemed not to constitute Kansas Control Share Acquisitions, including among others,
acquisitions of shares (i) pursuant to a will or other testamentary disposition, or by gift where such gift is made
in good faith and not for the purpose of circumventing the Kansas Control Share Acquisition Provision, (ii)
pursuant to a merger or consolidation effected in compliance with Sections 17-6701 et seq. of the KGCC if the
Kansas Issuing Public Corporation is a party to the agreement of merger or consolidation (iii) by the Kansas

'

Issuing Public Corporation or (iv) by or from a person whose shares have been accorded voting rights in
compliance with the Kansas Control Share Acquisition Provision if the acquisition entitles the person making
the acquisition, directly or indirectly, alone or as part of a group, to exercise or direct the exercise of voting
power of the corporation in the election of directors of the corporation within a range not in excess of the range
of voting power associated with the shares as previously held.

Missouri Business Combination Statute

Section 351.459 of the MGBCL (the " Missouri Business Combination Statute") protects Missouri

corporations from certain transactions.
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The Missouri Business Combination Statute prevents a Missouri corporation from engaging in any
" Missouri Business Combination" (as defined below) with any " Missouri Interested Shareholder" (as defined
below) of such corporation for a period of five years following such Missouri Interested Shareholder's Missouri
Stock Acquisition Date (as defmed below) unless such Missouri Business Combination or the purchase of stock
made by such Minoud Interested Shareholder on such Missouri Interested Shareholder's Missouri Stock
Acquisition Date i:, approved by the board of directors of such corporation on or prior to such Missouri Stock
Acquisition Date. In this context, the term " Missouri Business Combination" includes, among other things, a
merger or consolidation, certain sales, leases, exchanges, mortgages, transfers, pledges and similar dispositions
of corporate assets or stock, the issuance or transfer to a Missouri Interested Shareholder of Stock with an
aggregate market value equal to five percent or more of the issuer's total outstanding stock, the adoption of any ~

plan or proposal for liquidation or dissolution proposed by a Missouri Interested Shareholder, and any
reclassifications, recapitalizations and reorganizations that increase the proportionate voting power of the
Missouri Interested Shareholder. A " Missouri Interested Shareholder" is defined generally as the beneficial
owner (as such term is defmed in the Missouri Business Combination Statute) of twenty percent (20%) or more

-

of the outstanding voting stock of such corporation or an affiliate or associate (as such terms are defined in the
Missouri Business Combination Statute) of such corporation who at any time within the preceding five years
was the beneficial owner of twenty percent (20%) or more of the outstanding voting stock of such corporation.
The " Missouri Stock Acquisition Date," with respect to any person and any Missouri corporation, means the
date that such person first becomes a MissouriInterested Shareholder of such corporation.

In addition, the Missouri Business Combination Statute provides that a Missouri corporation may not engage
~ at any time in a Missouri Business Combination with a Missouri Interested Shareholder other than any of the

following Missouri Business Combinations: (i) a Missouri Business Combination approved by the board of
directors of such corporation prior to such Missouri Interested Shareholder's Missouri Stock Acquisition Date,
or where the purchase of stock made by such Missouri Interested Shareholder on such Missouri Interested
Shareholder's Missouri Stock Acquisition Date had been approved by the board of directors of such corporation

prior to such Missouri Interested Shareholder's Missouri Stock Acquisition Date; (ii) a Missouri Business
Combination approved by the affirmative vote of the holders of a majority of the outstanding voting stock not
beneficially owned by such Missouri Interested Shareholder or any affiliate or associate of such Missouri
Interested Shareholder at a meeting called for such purpose no earlier than five years after such Missouri
Interested Shareholder's Missouri Stock Acquisition Date; and (iii) a Missouri Business Combination that meets
detailed market value and procedural requirements as set forth in Section 351.459 of the MGBCL.
Notwithstanding the foregoing, unless the board of directors of such corporation approved such Missouri
Business Combination prior to the date on which such Missouri Interested Shareholder acquired such status, no
such Missouri Business Combination may be engaged in for a period of five years after such date.

The Missouri Business Combination Statute does not apply to: (i) corporations that do not have a class of

voting stock registered with the SEC under Section 12 of the Exchange Act, unless the certificate ofincorporation
provides otherwise; (ii) corporations whose certificate of incorporation has been amended to provide that such
coiporation shall be subject to the provisions of such statute, which did not have a class of voting stock registered
with the SEC pursuant to Section 12 of the Exchange Act on the effective date of such amendment, and which is

-

3 ~
a business combination with a Missouri Interested Shareholder whose stock acquisition date is prior to the

' effective date of such amendment;(iii) corpe aions the original certificate of incorporation of which contains a
provision expressly electing not to be govemed by such statute, or which adopted an amendment to such ,

corporation's bylaws prior to August 1,1986, expressly electing not to be governed by such statute, or which
adopts an amendment to such corporation's bylaws, approved by the affirmative vote of the shareholders, other
than Missouri Interested Shareholders and their affiliates and associates, expressly electing not to be governed ,

by such statute, provided that such amendment to the bylaws shall not be effective until eighteen months after
such vote of such corporation's shareholders and shall not apply to any Missouri Business Combination of such
corporation with a Missouri Interested Shareholder whose Missouri Stock Acquisition Date is on or prior to the
effective date of such amendment; (iv) corporations with a Missouri Interested Shareholder which became a
Missouri Interested Shareholder inadvertently, if such Missouri Interested Shareholder, as soon as practicable.
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divests himself or herself of a sufficient amount of the voting stock of such corporation so that he or she no |
longer is the beneficial owner, directly or indirectly, of twenty percent (209) or more of the outstanding voting
stock of such corporation, and would not at any time within the five-year period preceding the announcement j
date with respect to such Missouri Business Combination have been a Missouri Interested Shareholder but for j
such inadvertent acquisition; and (v) any Missouri Business Combination with a Missouri Interested Shareholder |

who was the beneficial cwner, directly or indirectly, of five percent or more of the outstanding voting stock of |
such corporation on December 1,1985, and remained so to such Missouri Interested Shareholder's Missouri
Stock Acquisition Date. KCPL has not adopted any provision in its Articles or Bylaws that would render this
statute inapplicable to KCPL

Kansas Business Combination Statute

Sections 17-12,100 to 12,104 of the Kansas Statutes Annotated contain a statute (the " Kansas Business
Combination Statute") that is substantially similar to the Missouri Business Combination Statute summarized
above. The only material and relevant differences between the two statutes are described below. -

|
First, the term " interested stockholder," as defined in the Kansas Business Combination Statute (" Kansas

Interested Stockholder"), is broader than the term " Missouri Interested Shareholder" in that it requires
ownership of only fifteen percent (15%) of the outstanding voting stock of a Kansas corporation, as opposed to
twenty percent (20%) or more under the Missouri Business Combination Statute. On the other hand, affiliates or

- associates (as such terms are defined in the Kansas Business Combination Statute) of a Kansas corporation are
considered Kansas Interested Stockholders if their stock ownership with regard to such corporation has exceeded
the abme 15% threshold at any time within the three preceding years, while the Missouri Business Combination
Statute determines such status based on a five-year period. Further, only the Kansas Business Combination ,

Statute expressly excludes certain persons from the definition of " interested stockholders" under certain !
circumstances.

Second, under Kansas law the prohibition of certain business combinations applies for a period of only three
years following the date on which a stockholder became a Kansas Interested Stockholder, as opposed to a
minimum period of five years in the case of the Missouri Business Combination Statute. !

,

Third, the two states' statutes differ in several respects regarding exceptions from the prohibition of certain |
business combinations. If a business combination within the scope of the Kansas Business Combination Statute !

is to be ratified by the stockholders of a Kansas corporation, such ratification requires the affirmative vote of at
least 66%% of the outstanding voting stock of such corporaticn which is not owned by the Kansas Interested
Stockholder, while only a majority of the voting stock has to vote in favor of a Missouri Business Combination.
Further, the Kansas Business Combination Statute generally exempts from its application certain business
combinations which, upon their consummation, result in a Kansas Interested Stockholder owning at least 25% of |

the voting stock of the corporation in question. There is no analogous provision under Missouri law. By contrast,
Kansas law does not contain any equivalent to Missouri's exemption from the Missouri Business Combinations.

Statute of certain business combinations which meet market value and procedural requirements.
.

As in the Missouri statute, the Kansas statute permits a corporation to " opt-out" of the Kansas Business
Combination Statute. The Western Resources Articles do not contain any provision effecting such an " opt-out,"
while the Westar Energy Articles do contain such a provision. Thus, the Kansas Business Combination Statute
applies to Western Resources, but not Westar Energy.

Other Constituency Statute

Section 351.347 of the MGBCL expressly authorizes directors to consider a variety of factors when
analyzing acquisition proposals. The factors that the board of directors is authorized to consider include the
adequacy of the consideration offered, compared not only to the board's estimate of the value of the corporation
in a freely negotiated sale or the liquidation value of the corporation, but also the future value of the corporation
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,

|

over a period of years as an independent entity, discounted to current value; current political, economic and other
factors bearing on security prices; whether the acquisition proposals might violate federal, state or local laws;
social, legal and economic effects on employees, suppliers, customers and others associated with the corporation
and the communities in which the corporation conducts its business; the financial conditions and earnings

| prospects of the bidder; and the competence, experience and integrity of the bidder.

Kansas does not have a similar statute.

Indemnification .

Under Section 351.355 of the MGBCL, a corporation may indemnify any person who was or is a party or
is threatened to be made a party to any threatened, pending or completed action, suit or proceeding, whether
civil, criminal, administrative or investigative, other than an action by or in the right of the corporation, by reason

'
of the fact that he is or was a directot, of ficer, employee or agent of the corporation, or is or was serving at the
request of the corporation as a director, officer, employee or agent of another corporation, pannership, joint

j venture, trust or other enterprise if such person acted in good faith and in a manner such person reasonably
' believed to be in or not opposed to the best interests of the corporation, and, with respect to any criminal action

or proceeding, had no reasonable cause to believe his conduct was unlawful. A corporation may indemnify any
j such person who was or is a party or is threatened to be made a party to any threatened, pending or completed
| action or suit by or in the right of the corporation to procure a judgment in its favor if such person acted in good

faith and in a manner such person reasonably believed to be in or not opposed to the best interests of thej _

corporation (except in certain circumstances where such person has been adjudged to be liable for negligence or
misconduct in the performance of his duty to the corporation). The indemnitication described above may cover
not only expenses but also amounts paid in settlements, and is not exclusive of any other rights to which such

| person seeking indemnification may be otherwise entitled. Any indemnification accorded pursuant to the

| foregoing, unless ordered by a court, shall be made by the corporation only as authorized in the specific case
j upon a determination that indemnification of the director, officer, employee or agent is proper in the
! circumstances because he or she has met the applicable standard of conduct set forth above. In addition to the
l indemnification described above, the MGBCL permits a corporation to grant further indemnity to such person if

authorized or provided for in the articles of incorporation (or any amendment thereof) or in any bylaw that has
been adopted by vote of the shareholders, except to the extent that such person's conduct was finally adjudged to
have been knowingly fraudulent, deliberately dishonest, or to have constituted willful misconduct.

The KCPL Articles provide that KCPL will indemnify to the fullest extent permitted by the MGBCL any
person made or threatened to be made a party to a legal proceeding by reason of the fact that such person is or
was a director, officer or employee of KCPL, or is or was serving at the request of KCPL as a director, officer or

|
employee of another enterprise, against all expense, liability or loss (including attorneys' fees, judgments, fines
and amounts to be paid in settlement) actually and reasonably incurred by such person. The KCPL Board has the!

discretion to indemnify agents of KCPL under similar terms. These indemnification rights are not exclusive of
any other rights to which such persons are ec'itled by law or under any other KCPL authorizations. KCPL may,
without shareholder approval, provide its officers, directors and employees with greater indemnification than the -

MGBCL offers, provided that such further indemnity may not be offered to a person whose conduct was finally
l ~ adjudged to have been knowingly fraudulent or deliberately dishonest, or to have constituted willful misconduct.

'
Pursuant to Section 17-6305 of the KGCC, a corporation shall have power to indemnify any person who

was or is a party, or is threatened to be made a party, to any threatened, pending or completed action, suit or ,

proceeding, whether civil, criminal, administrative or investigative, other than an action by or in the right of the i

corporation, by reason of the fact that such person is or was a director, officer, employee or agent of the
corporation, or is or was serving at the request of the corporation as a director, officer, employee or agent of
another corporation, if such person acted in good faith and in a manner such person reasonably believed to be in l

or not opposed to the best interests of the corporation; and, with respect to any criminal action or proceeding,
had no reasonable cause to believe such person's conduct was unlawful. A corporation may indemnify any such
person who was or is a party, or is threatened to be made a party, to any threatened, pending or completed action
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or suit by or in the right of the corporation to procure a judgment in its favor if such person acted in good faith
and in a manner such person reasonably believed to be in or not opposed to the best interests of the corporation
(except in certain circumstances where such person has been adjudged to be personally liable to the corporation).
The indemnification described above may cover expenses, judgments and amounts paid in setticment, and is not
exclusive of any other rights to which such person seeking indemnification may be otherwise entitled. These
rights afforded under Section 17-6305 of the KGCC are not exclusive of any additional rights provided for by a
corporation.

The Westem Resources Articles and the Westar Energy Bylaws each specifically reserve the corporations'
rights to grant broader indemnification in the future.

The Western Resources Articles and the Westar Energy Bylaws provide that each person who was or is
made a party or is threatened to be made a party to or is involved in any action, suit or proceeding, whether

,

civil, criminal, administrative or investigative, by reason of the fact that he or she, or a person of whom he or |
she is the legal representative, is or was a director or officer of Western Resources or Westar Energy, .

respectively, or is or was serving at the request of Westem Resources or Westar Energy, respectively, as a l

director, including service with respect to employee benefit plans, whether the basis of such proceeding is an
alleged action in an official capacity as a director, officer, employee or agent or in any other capacity while
serving as a director, officer, employee or agent, shall be indemnified and held harmless by Western Resources
or Westar Energy, as applicable, to an extent equal to that currently authorized by the KGCC. The Westem
Resources Atticles specifically provide for indemnification to the fullest extent authorized by the KGCL

Dividends; Declarations and Payments j

'

Under Section 35L220 of the MGBCL, the board of directors of a Missouri corporation may declare and
the corporation may pay dividends on its outstanding shares in cash, property or its own shares, subject to the
following limitations and provisions, among others: (1) no dividend shall be declared or paid at a time when the
net assets of the corporation are less than its stated capital or when the payment thereof would reduce the net
a.; sets of the corporation below its stated capital or if ceitain other financial and accounting measures are not
satistied; and (2) no dividend shall be declared or paid coritrary to any restrictions contained in the articles of

i

incorporation. Under the KCPL Articles, dividends on common stock may be paid in accordance with the |

MGBCL.

Under Section 17-6420 of the KGCC, the directors of a Kansas corporation, subject to any restrictions
contained in its articles of incorporation, may declare and pay dividends upon the shares of its capital stock either
(1) out of its surplus, as defined in and computed in accordance with Sections 17-6404 and 17-6604 of the
KGCC, or (2) in case there shall be no such surplus, out of its net profits for the fiscal year in which the dividend
is declared or the preceding fiscal year. If the capital of the corporation shall have been diminished by ,

depreciation in the value of its property, by losses, or otherwise, to an amount less than the aggregate amount of
the capital represented by the issued and outstanding stock of all classes having a preference upon the distribution
of assets, the directors of such corporation shall not declare and pay out of such net profits any dividends until

- the deficiency in the amount of capital represented by the issued and outstanding stock of all classes having a
preference upon the distribution of assets shall have been repaired. Under the Western Resources Articles,
payment of dividends on common stock is subject to financial limitations if any Western Resources Prefe Ted
Stock is outstanding. These limitations reduce the maximum dividend Westem Resources may declare or pay on
common stock if the ratio of the capital represented by common stock to the total capital of Western Resources
falls below certain levels. The Westar Energy Articles contain no restrictions on dividends.

Shareowner Inspection

Section 351.215 of the MGBCL permits shareholders, at all proper times, to inspect the books and records
of a corporation under such regulations as may be prescribed by such corporation's bylaws. Neither the MGBCL
nor Missouri case law, however, provides specific guidance as to whether a shareholder may appoint an agent
for the purpose of examining books and records or the extent to which a shareholder must have a " proper
purpose."
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The KCPL Bylaws provide that a shareholder has the right to inspect KCPL's books only to the extent that
such right is conferred by law, the KCPL Articles, the KCPL Bylaws or a resolution of the KCPL Board. The
KCPL Bylaws further provide that a shareholder desiring to examine the KCPL books shall present a demand to
that effect in writing to KCPL, setting fonh the books desired, purpose, date, probable duration and names of
who will be present. The list of shareholders entitled to vote at any meeting will be kept on file at KCPL's
registered office for ten days before such meeting and will be subject to inspection by KCPL's shareholders at|

any time during that period, during usual business hours.

Under Section 17-6510 of the KGCC, any shareowner, in person or by attomey or other agent, upon written
demand under oath, has the right during usual business hours to inspect for any proper purpose (as defined <

| hereinafter), which purpose has to be stated, the corporation's stock register, list of shareowners or other books
and records of the corporation. A " proper purpose" is a purpose reasonably related to such person's interest as
a shareowner. A shareowner may apply to a court to compel inspection in the event the shareowner's request to ,

examine the books and records is denied. In general, the corporation has the burden of proving an improper
| purpose where the shareowner requests to examine only the shareowner register or the shareowner list, whereas;

in all other circumstances, the shareowner has the burden of proving proper purpose. Accordingly, under Kansas'

law, a shareowner has more precise guidance as to the scope of permissible inspection, including the right to use

an agent, and the need for and definition of a proper purpose for such an inspection.

I
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EXPERTS ;

|
~

The consolidated financial statements of Westem Resources incorporated by reference in this Joint Proxy |

Statement / Prospectus, the financial statements of KGE incorporated by reference in this Joint Proxy
Statement / Prospectus and the financial statements of WREB listed in the report on page F.2 of this Joint Proxy i
Statement / Prospectus have been audited by Arthur Andersen LLP, independent public accountants, as indicated
in their reports with respect thereto, and are included herein in reliance upon the authority of said firm as experts
in giving said reports.

1

The consolidated financial statements incorporated in this Joint Proxy Statement / Prospectus by reference to
'

the Annual Report on Form 10-K of KCPL for the year ended December 31,1997 have been audited by Coopers-

& Lybrand L.L.P., independent accountants, as stated in their report, which is incorporated herein by reference,
and have been so incorporated in reliance upon the report of such firm given upon their authority as experts in
accounting and auditing. i

|

VALIDITY OF WESTERN RESOURCES CO31310N STOCK AND
WESTAR ENERGY COSLTION STOCK

|

q The validity of the shares of Western Resources Common Stock and Westar Energy Common Stock offered
hereby will be passed upon for Western Resources and Westar Energy by Sullivan & Cromwell,125 Broad,.

3N- Street, New York, New York 10004 in reliance on the opinion of John K. Rosenberg, General Counsel to ,

Western Resources, with respect to Kansas law. As of June 9,1998, Mr. Rosenberg owned directly and/or i

beneficially 4,790 shares of Westem Resources Common Stock and 27,500 stock options under the 1996 Long
Term Incentive Stock Option Plan.

!
i

FUTURE SHAREOWNER PROPOSALS

If the Transactions are not consummated prior thereto, Western Resources and KCPL expect to hold their
next annual meeting on May 4,1999 and May 22, 1999, respectively. Shareowner proposals intended to be
presented at such meetings must be received by Western Resources on or before December 8,1998 and by KCPL
on or before December 11,1998, as applicable, and must otherwise comply with the requirements of Rule 14a-8
of the Exchange Act to be considered for inclusion in the proxy materials for such meetings.

SELECTED INFOR51ATION CONCERNING WESTERN RESOURCES AND KCPL

Business of Western Resources

J. Western Resources' primary business activities are providing electric generation, transmission and
~ ~" distribution services to approximately 614,000 customers in Kansas; providing security alarm monitoring i

services to over one million customers located throughout the United States, providing natural gas transmission
and distribution services to approximately 1.4 million customers in Oklahoma and Kansas through its investment
in ONEOK and investing in international power projects. Rate regulated electric service is provided by KPL and
KGE. Security services are provided by Protection One. KGE owns 47% of WCNOC, the operating company
for Wolf Creek. Other Westem Resources subsidiaries include Westar Capital, a private investment company,
with investments in energy-related and technology-oriented businesses, and Westar Energy, Inc. and The Wing
Group Ltd., non-utility subsidiaries.

Following the Transactions, Western Resources will be a holding company with its rate regulated electric
utility operations (KPL, KGE and KCPL) merged into a single subsidiary, Westar Energy, and all unregulated
operations held in separate subsidiaries.
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Business of KCPL
KCPL is a low-cost electric power producer providing energy.related products and services to customers in

|
its service territory and worldwide. Headquartered in Kansas City. Missouri, KCPL serves the electric power
needs of over 445.000 customers in and around the metropolitan Kansas City area. Included in a diverse customer
base are about 391,000 residences,51,000 commercial finns and 3,000 industrial firms, municipalities and other
electric utilities. Low fuel costs and superior plant performance enable KCPL to serve its customers well while
maintaining a leadership position in the bulk power market. KLT, a wholly owned subsidiary of KCPL, pursues
opportunities in unregulated business ventures. KCPL's commitment to KLT and its holdings reflects KCPL's
plans to enhance shareholder value by capturing growth opportunities in markets outside KCPL's regulated core,

utility business KCPL owns a 47% interest in WCNOC and a 50% interest in LaCygne generating station.
.

,

Additional information conceming KCPL and its subsidiaries is included in the KCPL documents tiled with
the SEC which are incorporated by reference herein. See " INCORPORATION OF CERTAIN DOCUMENTS

'

BY REFERENCE."

BUSINESS OF WESTAR ENERGY FOLLOWING THE TRANSACTIONS

% Following the Transactions, Westar Energy will be the regulated electric utility operating entity of Westem
Resources, combining the operating assets of KGE, KPL and KCPL. Westar Energy will continue to use the1-t
trade names KGE for its electric utility operations in southeastern Kansas. including the Wichita metropolitan'' ' ' ~ ~-

area. KPL in central and northeastern Kansas and KCPL in the Kansas City metropolitan area. Westar Energy
will operate in the States of Kansas and Missouri, with more than one million customers and more than 8,000
megawatts of electric generation resources. Westar Energy will continue its existence under the laws of Kansas.

MATERIAL CONTACTS BETWEEN KCPL AND WESTERN RESOURCES

|
KGE, a wholly owned subsidiary of Western Recources, and KCPL have joint interests in the LaCygne

|
Station (a coal. fired station consisting of two generating units aggregating approximately 1,350 megawatts
capacity) and Wolf Creek (a nuclear powered generating station of approximately 1,166 megawatts capacity).
Western Resources, KGE and KCPL are members of the MOKAN and Southwest Power Pools and in the normal'

|,

course of business make purchases and sales of power to each other and enter into other agreements or
arrangements with respect to their business operations.

KCPL has been and is the operator of LaCygne Station and has billed KGE for its share of capital additions,'

fuel costs and other operating expenses. KGE and KCPL are parties to a variety of contracts relating to the
onerations and maintenance of LaCygne Station. Since 1992, KGE's costs have been as follows:

.

. . . ,o._
. + , . .

1997 ............................ ... ........................ ... 564,583,000 ,

1996 73.005,000
........ . . . . . .. . . . . . . . . . . . . ................. .... ... ..

*

1995 .. ... ...... ...
65,078,000

. . . . . . . . . . . . . .. ........ . . . . . . . . . . . . . . .

; 1994 .. 72,620,000
. ..... . . . . . . . . . . . .. . . . . ...... .. . . . . . .. .. . .. . ..

80,464.0001993 ... .. . . ... . . .. . . . . . . . . .. . . . . .... .... ........ .. ......
,

In 1981, KCPL, KGE and Kansas Electric Power Cooperative, Inc., a group of approximately 25 electric
cooperatives, signed an Ownership Agreement with respect to Wolf Creek providing for undivided ownership
shares of 47%,47% and 6%, respectively. Wolf Creek was completed in 1985. In 1986, the joint owners
organized WCNOC and entered into an Operating Agreement with WCNOC, which operates, maintains, repairs,
decontaminates and decommissions Wolf Creek as provided in the Operating Agreement. The license to operate
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|

Wolf Creek was transferred to WCNOC effective January 1.1987. WCNOC withdraws necessary funds from

~
each of the joint owners each month for their respective shares of all expenses for the operating and maintenance
of, and for capital additions to, Wolf Creek. Total operating expenses relating to WCNOC for KGE's share of
capital additions, fuel costs and other operating and maintenance expenses since 1992 are as follows:

1997 ............................................................ $98,951,000
1996 .................................. ......................... 78.488,000

4

1995 ..................................... ...................... 97,506,000 l
1994 .............. ...... ... ... .............. .. ........ ... 105,054,000

1993 ..................................... ... .................. 85,414,000
...

From time to time WCNOC may generate an " owner work order" pursuant to which one of the three
owners contracts to provide a specific service to WCNOC for which that owner is paid by WCNOC; the amount
of such billing is then reallocated to the joint owners in accordance with their ownership shares. Pursuant to an
October 1,1984 lease agreement, as amended. KCPL leases KGE's 345 KV transmission line from Wolf Creek
to LaCygne Station. The rent paid by KCPL to KGE since 1992 for the use of the transmission line is as follows:

|

| 1997 ................ ............... .. . ... .. .. $1,972.000........ ....

1996 ................. ......... . . ... ......... . . 1,989,000. .........

- 1995 ... .................. .. .. .. . . .......... .. ... ........... 1,991,000

L"S~ 1994 ................ 1,984.000. .. .. .. .. ... . ... ...... ..... . .........

1993 ... . ......... ..... ............. . .... .. .. ....... ... . 1,980,000

|

| In the normal course of their operations, Western Resources and KGE purchase and interchange power with
| a number of electric utilities, including KCPL. The following table sets forth the total cost of purchased and
| interchanged power and energy purchased by Westem Resources and KGE from KCPL and sold to KCPL by
|- Westem Resources and KGE:

Purchased Sold

1997.. $2.187,000 $ 1,841.000..... . . . . . . . . . . . . . . . . .. .... ...... .....

1996.......... .......................... ....... ..... 764,000 1,539,000
1995.............. ............... ... 734,000 1,259.000... ..... ....

1994..................................... ..... . 725.000 1,178.000....

1993... .................. ............... .... 665,000 7,076,000.....

THE WESTERN RESOURCES ELECTRIC BUSINESS

m . General.

e
f WREB is comprised of KPL, a rate regulated electric utility division of Western Resources, KGE, a rate

regulated electric utility and wholly owned subsidiary of Western Resources and certain debt obligations of
Western Resources identifiable to the KPL division. Western Resources takes certain corporate actions and
makes commitments on behalf of KPL and KGE. Where such is the case, reference below is made directly to
Western Resources, rather than to WREB, KGE or KPL.

WREB supplies electric energy at resil to approximately 614.000 customers in 462 communities in . Kansas.
These include Wichita, Topeka, Lawrence, Manhattan. Salina and Hutchinson. WREB also supplies electric
energy at wholesale to the electric distribution systems of 67 communities and 5 rural electric cooperatives.
WREB has contracts for the sale, purchase or exchange of electricity with other utilities. WREB also receives a,

limited amount of electricity through parallel generation.r

! 109
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WREB's electric sales volumes for the last five years were as follows:
.

1997 1996 1995 1994 1993
~

(thousands of MWH)

Reside ntia! . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.310 5.265 5,088 5,003 4,960

Comme rc ia! . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
5,803 5.667 5,453 5,368 5,100

Industrial . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.714 5,622 5,619 5,410 5,301

Wholesale and Interchange . . . . . . . . . . . . . . . . . . . . . . . . 5,334 5,908 4,012 3,899 4,525

107 105 108 1% 103
Other.........................................

Total.....................................
22,268 22,567 20,280 19,786 19,989 .

w. s
WREB's electric sales for the last five years were as follows:

1997(1) 1996 1995 1994 1993 -

(dollars in thousands)

Residential . . . . . . . . . . . . . . . . -. . . . . . . . $ 392,751 $ 403,588 5 396.025 $ 388,271 $ 384,618

Commercial . . . . . . . . . . . . . . . . . . . . . . 339,167 351.806 340.819 334,059 319,686

Industrial . . . . . . . . . . . . . . . . . . . . . . . . . 254,076 262,989 268,947 265,838 261,898

Wholesale and Interchange . . . . . . . . . . 142.506 143,380 1(M,992 106,243 118,401

Othe r . . . . . . . . . . . . . . . . . . . . . . . . . . 101,493 35,670 36,086 27,370 19,934

To tal . . . . . . . . . . . . . . . . . . . . . . $1,229,993 $1,197.433 51,146,869 $1.121,781 $1,104,537D
m

(1) The 1997 increase in other electric sales reflects power marketing sales.h." .V

1.

Capacity

The aggregate net generating capacity of WREB's system is presently 5,319 megawatts (MW). The system
comprises interests in 22 fossil-fueled steam generating units, one nuclear generating unit (47% interest), seven
combustion peaking turbines and two diesel generators located at eleven generating stations. Two units of the 22
fossil. fueled units (aggregating 100 MW of capacity) have been " mothballed" for future use.;

i

|

| WREB's 1997 peak system net load occurred July 24, 1997 and amounted to 4,016 MW WREB's net
generating capacity together with power available from firm interchange and purchase contracts provided a
capacity margin of approximately 18% above system peak responsibility at the time of the peak.

Western Resources and twelve companies in Kansas and westem Missouri have agreed to provide capacity
(including margin), emergency and economy services for each other. This arrangement is called the MOKAN
Power Pool.The pool participants also coordinate the planning of electric generating and transmission facilities.

Westem Resources is one of 54 members of the Southwest Power Pool ("SPP"). SPP's responsibility is to

maintain system reliability on a regional basis. The region encompasses areas within the eight states of Kansas,
.

W A,
Missouri. Oklahoma, New Mexico, Texas. Louisiana. Arkansas and Mississippi.~"

Westem Resources is a member of the Western Systems Power Pool ("WSPP"). Under this arrangement,
over 172 electric utilities marketers throughout the western United States have agreed to market energy and to
provide transmission services. WSPP's intent is to increase the efficiency of the interconnected power systems
operations over and above existing operations. Services available include short term and long-term economy
energy transactions, unit commitment service, firm capacity and energy sales, energy exchanges and transmission
service by intermediate systems.

Western Resources has an agreement with Oklahoma Municipal Power Authority, whereby WREB received

a prepayment in 1994 of approximately $41 million for capacity (42 MW) and transmission charges through the
year 2013.

I10
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|

KGE has an agreement with Midwest Energy, Inc. ("MWE"), whereby KGE will provide MWE with
,. ' peaking capacity of 61 MW through the year 2008. KGE also entered into an agreement with Empire District
| Electric Company (" Empire"), whereby KGE will provide Empire with peaking and base load capacity (20 MW
'

in 1994 increasing to 80 MW in 2000) through the year 2000. Westem Resources has another agreement with
Empire whereby WREB will provide Empire with peaking and base load capacity (10 MW in 1995 increasing to
162 MW in 2000) through the year 2010.

; Future Capacity
i ,

| WREB does not contemplate any significant expenditures in connection with construction of any major
| generating facilities for the next five years.

*

| |
i

Fuel Mix

WREB's coal-fired units comprise 3,311 MW of the total 5,319 MW of generating capacity and WREB'si

| nuclear unit provides an additional 547 MW of capacity. Of the remaining 1,461 MW of generating capacity,
| units that can burn either natural gas or oil account for 1,377 MW, and units which burn only diesel fuel account

for the remaining 84 MW.

'

|% During 1997, low sulfur coal was used to produce 78% of WREB's electricity. Nuclear fuel produced 17% .

! 1. and the remainder was produced from natural gas, oil or diesel fuel. During 1998, based on WREB's estimate of
"#~

the availability of fuel, coal will be used to produce approximately 77% of WREB's electricity and nuclear fuel
i

will be used to produce approximately 18%. )

WREB's fuel mix fluctuates with the operation of nuclear-powered Wolf Creek which has an 18-month
,

refueling and maintenance schedule. The 18-month schedule permits uninterrupted operation every third calendar |

year. Wolf Creek was taken off line on October 4,1997 for its ninth refueling and maintenance outage which |
| lasted approximately 58 days, during which time electric demand was met primarily by WREB's coal-fired

generating units.

j Nuclear

The owners of Wolf Creek have on hand or under contract 100% of their uranium needs for 1998 and 59%
of the uranium required to operate Wolf Creek through September 2003. The balance is expected to be obtained
through spot market and contract purchases. KGE has three active contracts with the following companies for
uranium: Cameco Corporation, Geomex Minerals, Inc. and Power Resources, Inc.

A contractual arrangement is in place with Cameco Corporation for the conversion of uranium to uranium
hexafluoride sufficient for the operation of Wolf Creek through the year 2001,

g- _

|- " KGE has two active contracts for uranium enrichment performed by Urenco and USEC. Contracted
arrangements cover 80% of Wolf Creek's uranium enrichment requirements for operation of Wolf Creek through
March 2005. The balance is expected to be obtained through spot market and term contract purchases.

KGE has entered into all of its uranium, uranium hexafluoride and uranium enrichment arrangements during
the ordinary course of business and is not substantially dependent upon these agreements. KGE believes there

I are other suppliers available at reasonable prices to replace,if necessary, these contracts. In the event that KGE

| was required to replace these contracts, it would not anticipate a substantial disruption of its business.

| Nuclear fuel is amortized to cost of sales based on the quantity of heat produced for the generation of
electricity, Under the Nuclear Waste Policy Act of 1982, the Department of Energy (" DOE") is responsible fori

the permanent disposal of spent nuclear fuel. KGE pays the DOE a quarterly fee of one-tenth of a cent for each

111
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kilowatt-hour of net nuclear generation delivered and sold for future disposal of spent nuclear fuel. These

,
disposal costs are charged to cost of sales and are currently recosered through rates.

In 1996, a U.S. Court of Appeals issued a decision that the Nuclear Waste Act unconditionally obligated
the DOE to begin accepting spent fuel for disposal in 1998. In late 1997, the same court issued another decision
precluding the DOE from concluding that its delay in accepting spent fuel is " unavoidable" under its contracts
with utilities due to lack of a repository or interim storage authority. By the end of 1997, KGE and other utilities

had petitioned the DOE for authority to suspend payments of their quarterly fees until such time as the DOE
begins accepting spent fuel. In January 1998, the DOE denied the petition of the utilities. KGE is considering its
response to the DOE's action. ,

A permanent disposal site may not be available for the industry until 20l0 or later, although an interim'*

facility may be available earlier. Under current DOE policy, once a permanent site is available, the DOE will
accept spent nuclear fuel on a priority basis; the owners of the oldest spent fuel will be given the highest priority. ,

As a result, disposal services for Wolf Creek may not be available prior to 20l6. Wolf Cret has on-site
temporary storage for spent nuclear fuel. Under current regulatory guidelines, this facility can provide storage
space until about 2005. Wolf Creek has started plans to increase its on site spent fuel storage capacity. That
project, expected to be completed by 2000, should provide storage capacity for all spent fuel expected to be
generated by Wolf Creek through the end of its licensed life in 2025.

The Low-Level Radioactive Waste Policy Amendments Act of 1985 mandated that the various states,g
.

individually or through interstate compacts, develop alternative low-level radioactive waste disposal facilities.
'A - The states of Kansas, Nebraska, Arkansas, Louisiana and Oklahoma formed the Central Interstate Low-Level

Radioactive Waste Compact and selected a site in northern Nebraska to locate a disposal facility. The present
estimate of the cost for such a facility is about $154 million. WCNOC and the owners of the other five nuclear
units in the compact have provided most of the pre-construction financing for this project.

There is uncertainty as to whether this project will be completed. Significant opposition to the project has
been raised by Nebraska officials and residents in the area of the proposed facility, and attempts have been made
through litigation and proposed legislation in Nebraska to slow down or stop development of the facility.

.

Coal

The three coal-fired units at Jeffrey Energy Center ("JEC") have an aggregate capacity of 1,839 MW
(WREB's 84% share). Western Resources and KGE have a long-term coal supply contract with Amax Coal
West, Inc. ("Ah!AX"), a subsidiary of Cyprus Amax Coal Company, to supply low sulfur coal to JEC from
AMAX's Eagle Butte bline or an altemative mine source at AhlAX's Belle Ayr hiine, both located in the
Powder River Basin in Campbell County, Wyoming. The contract expires December 31,2020. The contract

f contains a schedule of minimum annual delivery quantities based on MhtBru provisions. The coal to be supplied
is surface mined and has an average Btu content of approximately 8,300 Btu per pound and an average sulfur|

content of .43 lbs/MhlBtu. The average delivered cost of coal for JEC was approximately $1.13 per MMBru or

. $18.92 per ton during 1997. .

- . , .

Coal is transported from Wyoming under a long-term rail transportation contract with Burlington Northem
Santa Fe ("BNSF") and Union Pacific ("UP") railroads to JEC through December 31,2013. Rates are based
on net load carrying capabilities of each rail car. WREB provides 868 aluminum rail cars, under a 20-year lease, s

to transport coal to JEC,

|
The two coal-fired units at LaCygne Station have an aggregate generating capacity of 677 MW (KGE's

50% share). The operator, KCPL, maintains coal contracts as summarized in the following paragraphs.

LaCygne 1 uses low sulfur Powder River Basin coal which is supplied under a variety of spot market
transactions discussed below, liigh Btu Kansas / Missouri coal is blended with the Powder River Basin coal and
is secured from time to time under spot market arrangements. LaCygne 1 uses a blended fuel mix containing
approximately 85% Powder River Basin Coal.

I12 ,
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LaCygne 2 and additional LaCygne 1 Powder River Basin coal is supplied through several contracts,
expiring at various times through 1999. This low sulfur coal had an average Btu content of approximately 8,500
Btu per pound and a maximum sulfur content of .50 lbs/h1N1 Btu. Transportation is covered by KCPL through its
Omnibus Rail Transportation Agreement with BNSF and Kansas City Southern Railroad through December 31,
2000.

During 1997, the average delivered cost of all local and Powder River Basin coal procured for LaCygne I
was approximately $0.70 per h!NtBtu or Sl2.31 per ton and the average delivered cost of Powder River Basin
coal for LaCygne 2 was approximately $0.67 per h!NtBtu or $11.32 per ton.

The coal fired units located at the Tecumseh and Lawrence Energy Centers ha e an aggregate generating
'

capacity of 795 htW. Western Resources contracted with Cyprus Amax Coal Corryany's Foidel Creek hiine
located in Routt County, Colorado for low sulfur coal through December 31,1998. This coal is transported by
UP and BNSF railroads under contracts expiring December 31, 1998. WREB nticipates that the Cyprus
agreement will supply the minimum requirements of the Tecumseh and Laurence Energy Centers and
supplemental coal requirements will continue to be supplied from coal markets in hiontana, Wyoming, Utah,
Colorado and/or New hiexico. WREB is currently seeking coal supply through 2000 to replace the expiring
Cyprus coal agreement. Additional spot market coal for 1998 has been secured from Kennecott Coal Company
with rail transportation supplied by BNSF railroad. During 1997, the average delivered cost of coal for the
Lawrence units was approximately $1.24 per h!NIBtu or $26.89 per ton and the average delivered cost of coal

N for the Tecumseh units was approximately $1.24 per hih18tu or $26.76 per ton. The coal supplied in 1997 had
an average Btu content of approximately 10,842 Btu per pound and an average sulfur content of .42 lbs/hth! Btu,

(See "-Environmental Statters").

Western Resources and KGE have entered into all of their coal contracts during the ordinary course of
Imsiness and WREB is not substantially dependent upon these contracts. WREB believes there are other suppliers
for and plentiful sources of coal available at reasonable prices to replace, if necessary, fuel to be supplied
pursuant to these contracts. In the event that WREB was required to replace its coal agreements, it would not
anticipate a substantial disruption of its business.

Western Resources and KGE have entered into all of their transportation contracts during the ordinary
course of business. At the time of entering into these contracts, WREB was not substantially dependent upon
these contracts due to the availability of competitive rail options. Due to recent rail consolidation, there are now
only two rail carriers capable of serving WREB's original coal mines and its generating stations. In the event !
one of these carriers became unable to provide reliable service, WREB could experience a short term disruption
of its business. However, due to the obligation of the remaining carriers to provide service under the Interstate
Commerce Act, WREB does not anticipate any substantial long-term disruption of its business.

1

Natural Gas I

l

WREB uses natural gas as a prirrary fuel in its Gordon Evans, hturray Gill, Abilene and Hutchinson Energy |

' '
Centers and in the gas turbine units at its Tecumseh generating station. Natural gas is also used as a supplemental i

-
_

fuel in the coal fired units at the Lawrence and Tecumseh generating stations. Natural gas for all facilities is j
supplied by readily available gas from the short term economical spot market and will supply the system with

!
the flexible natural gas supply to meet operational needs. I

Oil

WREB uses oil as an alternate fu:1 when economical or when interruptions to natural gas make it necessary.
Oil is also used as a supplemental fuel at JEC and LaCygne generating stations. All oil burned by WREB during
the past several years has been obtained through spot market purchases. At December 31, 1997, WREB had

; approximately 3 million gallons of No. 2 oil and 17 million gallons of No. 6 oil which it believes to be sufficient

| to meet emergency requirements and protect against lack of availability of natural gas and/or the loss of a large

| generating unit.

I13
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Other Fuel Matters

Western Resources' and KGE's contracts to supply fuel for WREB's coal and natural gas.ftred generating
units with the exception of JEC do not provide full fuel requirements at the various stations. Supplemental fuel
is procured on the spot market to provide operational flexibility and, when the price is favorable, to take
advantage of economic opportunities.

Set forth in the table below is information relating to the weighted average cost of fuel used by WREB.
1997 1996 1995 1994 1993

KPL Plants

Per Million Bru: -

$1.17 $ 1.14 $1.15 $1.13 $1.13
Coal....................................

2.88 2.50 1.63 2.66 2.71
' Gas....................................

3.72 4.01 4.34 4.27 4.41
Oil............. .... ....................

l.32 1.30 1.31 1.32 1.31 ,

Cents per KWH Generation . . . . . . . . . . . . . . . . . . . .
1997 1996 1995 1994 1993

KGE Plants

Per Million Btu:
$0.51 50.50 $0.40 $0.36 $0.35Nuclear . . . . . . . . . . . . . . . . . . . . . . . . . . . ..

0.89 0.88 0.91 0.90 0.96
Coal . . . . . . . . . . ... ............. ..

..

2.56 2.30 1.68 1.98 2.37
Gas...............................

3.32 2.74 4.00 3.90 3.15
Oil.... ........... . . ....... .. ...

1.00 0.93 0.82 0.89 0.93g
.

Cents per KWH Generation . . . . . . . . . . . . . . . . . .

. , . .

Environmental Matters
WREB currently holds all federal and state environmental approvals required for the operation of its

generating units. WREB believes it is presently in substantial compliance with all air quality regulations
(including those pertaining to particulate matter, sulfur dioxide and nitrogen oxides (NOx) promulgated by the
State of Kansas and the Environmental Protection Agency ("9PA")).

The federal sulfur dioxide standards, applicable to WREB's JEC and LaCygne 2 units. prohibit the emission
of more than 1.2 pounds of sulfur dioxide per million Bru of heat input. Federal particulate matter emission
standards applicable to these units prohibit: (1) the emission of more than 0.1 pounds of particulate matter per
million Btu of heat input and (2) an opacity greater than 20% Federal NOx emission standards applicable to
these units prohibit the emission of more than 0.7 pounds of NOx per million Btu of heat input.

The JEC and LaCygne 2 units have met: (1) the sulfur dioxide standards through the use of low sulfur coah
(2) the particulate matter standards through the use of electrostatic precipitators; and (3) the NOx standards
through boiler design and operating procedures. The JEC units are also equipped with flue gas scrubbers
providing additional sulfur dioxide and particulate matter emission reduction capability when needed to meet
permit limits.

The Kansas Department of Health and Environment ("KDHE") regulations, applicable to WREB's other
generating facilities, prohibit the emission of more than 2.5 pounds of sulfur dioxide per million Btu of heat,

input at two of WREB's Lawrence generating units and 3.0 pounds at all other generating units. There is'"

sufficient low sulfur coal under contract to allow compliance with such limits at Lawrence, Tecumseh and
LaCygne 1 for the life of the contracts. All facilities buming coal are equipped with flue gas scrubbers and/or'

f
electrostatic precipitators.

WREB must comply with the provisions of The Clean Air Act Amendments of 1990 that require a two-|

I phase reduction in certain emissions. WREB has installed continuous monitoring and reporting equipment to
|

meet the acid rain requirements. WREB does not expect material capital expenditures to be required to meet
| Phase H sulfur dioxide and nitrogen oxide requirements.

All of WREB's generating facilities are in substantial compliance with the Best Practicable Technology and
Best Available Technology regulations issued by the EPA pursuant to the Clean Water Act of 1977. Most EPA

regulations are administered in Kansas by the KDHE.
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Regulation und Rates

~

WREB is subject as an operating electric utility to the jurisdiction of the Kansas Commission which has~

general regulatory authority over WREB's rates, extensions and abandonments of service and facilities, valuation
of property, the classification of accounts and various other matters. WREB is subject to the jurisdiction of the
FERC and the Kansas Commission with respect to the issuance of securities.

Electric fuel costs are included in base rates. Therefore, if WREB wished to recover an increase in fuel
costs, it would have to file a request for recovery in a rate filing with the Kansas Commission which could be
denied in whole or in part. Any increase in fuel costs from the projected average which WREB did not recover
through rates would reduce its earnings. The degree of any such impact would be affected by a variety of factors,^

however, and thus cannot be predicted.

Additionally, WREB is subject to the jurisdiction of the FERC, including jurisdiction as to rates with respect
to sales of electricity for resale. KGE is also subject to the jurisdiction of the NRC as to nuclear plant operations
and safety.

Employee Relations

% As of December 31,1997, Westem Resources had 2,412 employees not including those primarily associated
- with Protection One, its security alarm monitoring business. Substantially all of these employees will become

:i- employees of Westar Energy following consummation of the Transactions. Western Resources did not
experience any strikes or work stoppages during 1997. Western Resources' current contract with the International
Brotherhood of Electrical Workers extends through June 30, 1999. The contract covers approxi.mately 1,483
employees.

|

1

- [,
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS OF WESTERN RESOURCES ELECTRIC HUSINESS

Cautionary Statement Regarding Forward Looking Statements

Certain statements discussed in this section are " forward looking statements" within the meaning of
various provisions of the Securities Act and the Exchange Act. When used in this discussion, the words
" believes," " anticipates," " expects" " intends," " estimates," " projects," and similar expressions are
intended to identify forward looking statements. The fonvard looking statements in this section are based on
certain assumptions and analyses of WREB in light of historical trends, current conditions and expected future *

developments. These forward-looking statements, however, involve a number of business risks and uncertainties,
any of which could cause actual results to differ materially from the forward looking statements. These factors

,
*

include: increases or decreases in production capacity; changes in market prices; indastry cyclicality; cost of raw
materials; future economic market or business conditions; federal and state legislative developments; the impact

,

of electric utility deregulation on WREB's regulatory and competitive markets; and other factors beyond the
control of WREB affecting anticipated operations, revenues and costs.

Overview

W. REB includes the net assets and operations of KPL, KGE and certain debt obligations of Western
.

Resources identifiable to KPL WREB provides electric generation, transmission and distribution services to' *

| " ., approximately 614,000 customers in Kansas.m

The operations of WREB are currently subject to regulation by the Kansas Commission and the FERC.
WREB currently applies accounting standards that recognize the economic effects of rate regulation in

,

accordance with Statement of Financial Accounting Standards No. 71, " Accounting for the Effects of Certain,

| Types of Regulation" (SFAS 71) and, accordingly, has recorded regulatory assets and liabilities when required'

by a regulatory order or when it is probable, based on regulatory precedent, that future rates will allow for
,

'

recovery of a regulatory asset.

| WREB has historically been operated as an integrated part of Western Resources * overall business and has

|
not been separated from Western Resources' other operations for managerial, accounting, administrative or other
purposes. Consequently, the activities of WREB have been included in the consolidated financial statements of
Western Resources. In the normal course of business, WREB has various transactions with Western Resources,,

!

including various expense allocations which are material in amount. Certain accounts, principally working capital
accounts, are maintained by Western Resources on a common basis. In certain instances, amounts applicable to
Western Resources' accounts which are not being contributed are accounted for in the same general ledger
accounts as WREB. Where it was practical, a determination of amounts applicable to WREB was made. In other
circumstances it was not possible to make this determination and allocation methodologies were used to quantify

|
estimated amounts related to WREB. The allocation methodologies utilized are reasonable in the opinion of

.

' ,,; management.

f Western Resources takes certain actions and makes commitments on behalf of KPL and KGE. Where such

!
is the case, reference below is made directly to Western Resources. rather than to WREB, KGE, or KPL. .

See "THE WESTERN RESOURCES ELECTRIC BUSINESS."

l

Financial Condition

Three Months Ended March 31,1998 compared to Three Months Ended March 31,1997: Net income for
WREB was $29 million in 1998 compared to $22 million in 1997. This increase was primarily attributable to

i

increased other income.
i

I16

|
>
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1997 compared to 1996: Net income for WREB was $77 million in 1997 compared to $170 million in
1996. The decline is primarily attributable to the following:

* KCPL merger costs: In December 1997, WREB expensed $48 million of deferred costs associated with
! the Original Merger Agreement.

* Rate reduction: A lanuary 1997 agreement with the Kansas Commission, among others, was implemented I
in February 1997 and reduced electric rates by $46 million. During 1997, WREB also accrued future rate
rebates of $10 million provided for under the agreement.

* Operating expenses: Extended outages at the Wolf Creek and LaCygne generating stations increased
power purchases by $13 million...

These items and additional factors that affected WREB's results of operations between 1996 and 1997 are
discussed in additional detail below. See "-Results of Operations.

i

|
|

1996 compared to 1995: Net income for WREB was $170 million in 1996 compared to $177 million in
1995. This decline is primarily attributable to the interim rate reduction implemented by KGE in May 1996. This
item and additional factors that affected WREB's results of operations between 1995 and 1996 are discussed in

i additional detail below. See "-Results of Operations." i

% |

Y Results of Operations
l'
| Sales

,

|

Revenues from sales are based on rates and sales volume. Rates charged for the sale and delivery of
electricity are authorized by the Kansas Commission and the FERC and are designed to recover the cost of
service and afford Western Resources shareowners a fair rate of return. Factors affecting future energy sales

| include the following:
1

1

* The weather
* Electric rates
* Customer conservation efforts
* Wholesale demand
* The overall economy of the service area

| * Competitise forces

Three Months Ended March 31,1998 compared to Three Months Ended March 31,1997: Sales increased
13.8% for the three month period because of revenues of $47 million from power marketing activity which began
during the third quarter of 1997. This increase was partially offset by a 25.7% decrease in wholesale sales and
WREB reduced electric retail rates implemented February 1,1997. Reduced electric rates lowered first quarter

i

1998 sales by an estimated $5 million.'"

1997 compared to 1996: 1997 sales increased three percent compared to 1996. This increase is attributable
to sales of $70 million from the expansion of power marketing operations in 1997 which was partially offset by'

the rate reduction imp'emented in 1997. WREB's involvement in power marketing anticipates a deregulated
electric utility industry. WREB is involved in tx>th the marketing of electricity and risk management services to

I wholesale electric customers and the purchase of electricity for retail customers. WREB's power marketing
activity has resulted in energy purchetses and sales made in areas outside of WRED's historical marketing
territory. In 1997, power marketing activities essentially broke even and had no impact on operating income.

I In May 1996, WREB implemented an interim $8.7 million rate reduction for KGE customers. In October
1996, Western Resources, on behalf of KPL and KGE, the Kansas Commission staff, the City of Wichita, and
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the Citizen's Utility Ratepayer Board agreed to further reduce WREB's retail electric rates. In January 1997, the
Kansas Commission approved the agreement. Pursuant to the agreement with the Kansas Commission:

,

r

|
e The May 1996 intenm $8.7 million rate reduction for KGE customers was made permanent on

[ February 1,1997.

e An annual rate reduction of $36 million for KGE customers was implemented on February 1,1997.

e An annual tale reduction of $10 million for KPL customers was implemented on February 1,1997.

* A rebate of $$ million was provided to WREB's customers in January 1998,
*

e An annual rate reduction of $10 million for KGE customers will be implemented on June 1,1998.

e A rebate of $5 million will be provided to WREB's customers in January 1999.
''

e An armual rate reduction of $10 million for KGE customers will be implemented on June 1,1999. ,

All rate reductions are cumulative. Rebates are one-time events and do not influence future rates.

The 1997 rate reduction decreased 1997 sales by approximately $46 million as compared to 1996. The rate
reductions will impact future sales. During 1997, WREB also accrued $10 million for the rebates which will be

paid to WREB customers in January 1998 and January 1999.

k 1996 compared to 1995: 1996 sales increased four percent compared to 1995. This increase is the resultjf
L |c * of greater demand for electricity caused primarily by colder winter and warmer spring weather. The increased

demand was offset by the $8.7 million interim rate reduction in May 1996 (discussed above).

Cost of Sales

Cost of sales includes fuel and purchased power costs, including those related to power marketing. Electric
fuel costs are included in base rates. To recover an increase in fuel costs. WREB is required to file a request for
recovery in a rate filing with the Kansas Commission. An increase in fuel costs from the projected average which
WREB did not recover through rates would reduce future camings. The degree of any such impact would be
affected by a variety of factors, however, and thus cannot be predicted.

Three Afonths Ended blarch 31,1998 compared to Three blanths Ended blarch 31,1997: Cost of sales
was $38 million higher in 1998 than 1997. This increase was the result of an additional $47 million of expenses
due to the expansion of power marketing activity. This increase was partially offset by an $8 million decrease in
fuel used for genera' ion resulting from decreased wholesale sales.

1997 compared to 1996: 1997 cost of sales of $378 million increased $84 million over 1996.This increase

,

is attributable to three primary factors: the expansion of power marketing in 1997, increased fuel and purchased

.

power costs due to outages at two generating stations and coal inventory delivery limitations.
*

d Power marketing operations in 1997 increased cost of sales by $70 million. Purchased power and fuel costs
increased cost of sales by $14 million. An extended scheduled outage at Wolf Creek in the fourth quarter reduced
WREB's generation capacity and increased WREB's power purchases. An extended outage in the spring and

,

I

summer at LaCygne generating station, a coal. fired facility, required WREB to meet customer demand by
-

( in' creasing power purchases and generating additional electricity by buming natural gas, a more expensive fuel.
In addition, rail transportation limitations during 1997 required WREB to conserve coal inventories by increasing
power purchases and generating electricity by burning natural gas.

1996 compared to 1995: Cost of sales was $46 million higher in 1996 than 1995. Wolf Creek's planned
refueling outage in early 1996 increased WREB's power purchases to meet customer demand. Higher net
generation due to warmer weather during the second quarter of 1996 also contributed to the higher fuel and
purchased power expenses.
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Operating Expenses

Three Afonths Ended blarch 31, 1998 compared to Three Afonths Ended Starch 31, 1997: Operating,-

expenses decreased 1.3% for the three month period primarily due to the decrease in amortization expense as a
result of phase-in revenues being fully amortized in December 1997.

1997 compared to 1996: Operating expenses were $90 million higher in 1997 compared to 1996. The
significant factors contributing to this increase include a special charge related to the Original hierger Agreement |
with KCPL, increased amortization expense, increased operating and maintenance costs and increased employee
benefit costs. I

l
During 1996 and 1997, WREB incurred and deferred costs of $53 million in Westem Resources' efforts to|

-
.

| acquire KCPL. WREB had planned to expense these costs in the first period following consummation of the |
| Original hierger Agreement. In December 1997, representatives of Westem Resources * financial advisor '

indicated they believed it was unlikely they would be in a position to issue a fairness opinion required for the
! Original hierger Agreement on the basis of the previously announced terms. As a result. Westem Resources
| reviewed the deferred costs and determined that for accounting purposes, $48 million of the deferred costs

incurred solely as a result of the Original hierger Agreement should be expensed. As of December 31,1997, $5 |
million of costs related to be current hterger Agreement were deferred. I

1

| The increase in depreciation and amortization expense between 1996 and 1997 relates primarily to
A

fc,
accelerated amortization of the phase-in revenue regulatory asset of $9 million recorded in 1997. As a result of
the accelerated amortization. the phase in revenue regulatory asset was fully amortized as of December 31,1997.

1996 compared to 1995: The increase in operating expenses between 1995 and 1996 relates primarily to
the inclusion of a full year of amortization of the KGE acquisition premium in 1996 compared to the partial year
of amortization recorded in 1995. Amortization of the acquisition premium commenced in August 1995 The
acquisition premium will be amortized at a rate of approximately $20 million (pre-tax) per year for 40 years. For

| further discussion of the KGE acquisition premium, see "-Other Infonnation-Nierger Implementation.

| Other income (Expense) \

|
Other income (expense) includes miscellaneous income and expenses not directly related to the operations |

of WREB. The decrease in other income between 1996 and 1997 is attributable to reduced income from WREB's I

corporate-owned life insurance policies. The decrease in other income (expense) between 1995 and 1996 is

| attributable to a gain on the sale of a utility plant recognized in the first quarter of 1995.

Interest E.tpense

The decrease in interest expense between the three months ended h! arch 31,1998 and the three months
ended hlarch 31,1997 relates to the retirement of short term debt during the first quarter of 1998. The change in

|-,
interest expense between 1996 and 1997 relates directly to the significant reduction in short-term debt between
1996 and 1997. The increase in interest expense between 1996 and 1995 relates directly to the significant. ,.

increase in short term debt between the two years.

Income Taxes

Three Afonths Ended Afarch 31,1998 compared to Three Afonths Ended Alarch 31, 1997: The decrease
in the effective income tax rate is primarily related to larger amounts of non taxable income relative to a reduced

|
amount of pre-tax income.

1997 compared to 1996: The decrease in income tax expense of $49 million is primarily related to the
$142 million decrease in income before income taxes. The decrease in the effective income tax rate is attributable
to larger amounts of non-taxable income realized in 1997 relative to a reduced amount of pre-tax income.

l
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1996 compared to 1995: The decrease in income tax expense is attributable to the decrease in income

before income taxes.

Liquidity and Capital Resources

Overview

WREB's liquidity is a function of its ongoing capital expenditure requirements and maintenance costs. It is
designed to maintain and improse facilities which provide electric service and meet future customer service
requirements. The ability to provide cash or debt to fund capital expenditures depends upon many things,
including available resources, fmancial condition and current market conditions. ,

Cash management for WREB has historically been administered by Western Resources through a''

centralized treasury system that services Western Resources' overall operations. Westem Resources has provided
for the liquidity needs of WREB when capital requirements of WREB have been in excess of internally generated .

funds.

Other than operations, the primary source of short term cash is funds provided by Westem Resources and a
$100 million unsecured line of credit of KGE. Subsequent to year-end, KGE's $100 million unsecured line of
credit was converted into a Western Resources line of credit. As of December 31, 1997, WREB had
approximately $45 million of short-term debt outstanding. Additional short term debt was available through
credit facilities of Western Resources. As of December 31,1997, $50 million of KGE first mortgage bonds were

)
registered with the SEC and were available for sale.

. , -

WREB's stand alone capital structure was 50% equity in net assets and 50% long term debt at December 31,
1997 and 49% of equity in net assets and 51% long-term debt at December 31,1996.

Cash Flows From Operating Activities

Cash provided by operations increased substantially over 1996. This increase is largely attributable to costs
related to the acquisition of KCPL that were incurred and deferred in 1996. The costs associated with the Original
5ferger Agreement were expensed and appear as a non-cash special charge to operations in 1997. Operating cash
flow for the three months ended March 31, 1998 decreased from the three months ended March 31, 1997

primarily due to a larger decrease in accounts payable.

Cash Flows Usedin Investing and Financing Activities

Cash used in investing activities is directly related to WREB's ongoing construction program. Differences
between 1996 and 1997 are attributable to the timing of these capital expenditures. During 1997, KGE paid off

$177 million of short-term debt.

i Security Ratings

Standard & Poor's Ratings Group ("S&P"). Fitch Investors Service ("Fitch") and Moody's Investors
-

Service (" Moody's") are independent credit-rating agencies. These agencies' ratings indicate an assessment of
.,

Westem Resources' and KGE's ability to pay interest and principal on debt securities. Western Resources'
mortgage bonds and KGE's mortgage bonds are secured by certain assets of WREB. ,

At December 31,1997, ratings with these agencies were as follows:

.

Western Resources
Stortgage Bond KGE Stortgage'

Rating Agency Rating Bond Ratig

S&P.. A- 888+.... .. . . .... . .. . .

Fi tc h . . . . . . . . . . . A- A-.. . .. . .

Moody's A3 A3.... . ..... .. . ... . . .. .
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|
t

! Following the announcement of the Merger Agreement with KCPL on March 18. 1998. S&P placed its
i ratings of Westem Resources on CreditWatch with positive implications. Moody's changed the direction of its |

ongoing review of Western Resources' debt rating from possible dow ngrade to possible upgrade. Fitch reaffirmed '
*

,

|7 ratings with potential positive impact.
|

IFuture Cash Requirements ;

Intemally generated funds and new and existing credit agreements are expected to be sufficient to meet
WREB's operating and capital expenditure requirements and debt service payments through the year 2000. |

| Uncertainties affecting WREB's ability to meet these requirements with internally generated funds include the ;

!
. effect of competition and inflation on operating expenses, sales volume, regulatory actions, compliance with

* ' ' '
future environmental regulations, the availability of generating units and weather.

WREB believes it will meet the needs of its customers without adding any major generation facilities in the
next five years. The construction program will continue to focus on providing service to new customers and
maintaining and improving present facilities. During 1997, construction expenditures for WREB's electrici

'

system were approximately $141 million and expenditures for nuclear fuel were approximately $19 million.

Capital expenditures for 1998 through 2000 are anticipated to be as follows:
i

D Nuclear
u.,, Electric Fuel
MN1 (dollars la thousands)
l'

1993. ..... . .... ....... ... . .... . $119,300 $22,700.....

| 1999. ... .......................... ...... . 117,400 4.000 ,

I| 2000....... .... ... ....... . ..... . ... .. 115,000 22.800

These expenditures are estimates prepared for planning purposes and may be revised.

!

Other Information

Merger Implementation

| In accordance with the _ order by the Kansas Commission approving the combination between Westem
Resources and KGE amortization of the KGE acquisition premium commenced in August 1995. The,

'

amortization will amount to approximately $20 million (pre. tax) per year for 40 years. Amortization of the
i acquisition premium is currently being recovered through rates via a cost savings mechanism approved by the

Kansas Comm.ssion.

In January 1997, the Kansas Commission fixed the annual savings level at $40 million which provides
complete recovery of the amortization expense and a retum on the acquisition premium. WREB's management

n,, believes the savings level provides for complete recovery of the acquisition premium.

' Competition and Enhanced Business Opportunities

The United States electric utility industry is evolving from a regulated monopolistic market to a competitive
marketplace. The 1992 Energy Policy Act began deregulating the electric utility industry. The Energy Policy

| Act permitted the FERC to order electric util: ties to allow third parties the use of their transmission systems to
sell electric power to wholesale customers. A wholesale sale is defined as a utility selling electricity to a
" middleman," usually a city or its utility company, for resale to the ultimate retail customer. As part of the
1992 combination with KGE, Westem Resources agreed to open access of WREB's transmission system for
wholesale transactions. The FERC also requires WREB to provide transmission services to others. During 1997,
wholesale electric revenues represented approximately 12% of WREB's total electric sales.
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Various states have taken steps to allow retail customers the opportunity to purchase electric power from I

providers other than their local utility company. The Kansas legislature has created a Retail Wheeling Task Force
(the " Task Force") to study the efrects of a deregulated and competitive market for electric services. Legislators,
regulators, consumer advocates and representatives from the electric industry comprise the Task Force. The Task
Force submitted a bill to the Kansas legislature without recommendation. This bill seeks competitive retail 1

electric service by July 1,2001. The bill was introduced to the Kansas legislature in the opening days of the
1998 legislative session, but is not expected to come to a vote this year. The Task Force also is evaluating how
to recover certain investments in generation and related facilities which were approved and incurred under the
existing regulatory model. Some of these investments may not be recoverable in a competitive marketplace and
are commonly called " Stranded Costs." See "-Stranded Costs" below for further discussion. WREB has ~

opposed the Task Force's bill. Until a bill is passed by the Kansas legislature, the impact on WREB cannot be
predicted, but the impact could be material.

,

Increased competition for retail electricity sales may reduce future camings as compared to historical .

earnings. After all electric rate reductions associated with the agreement approved by the Kansas Commission in
January 1997 are implemented. WREB's rates will range from 73% to 91% of the national average for retail
customers. WREB expects to retain a substantial part of its current sales volume in a deregulated environment as

a result of its competitive rates.

While WREB expects a competitive environment to create opportunities, it may place pressure on WREB's

4 future profit margins and credit ratings. Wholesale and industrial customers may pursue cogeneration, self-
generation, retail wheeling, municipalization or relocation to other service territories in an attempt to cut theirn

- energy costs. Credit rating agencies are applying more stringent guidelines when rating utility companies due to"'"

increasing competition.

Stranded Costs

The definition of stranded costs for an electric utility business is the investment in and carrying costs on

property, plant and equipment and other regulatory assets which exceed the amount that can be recovered in a
competitive market. WREB currently applies accounting standards that recognize the economic effects of rate
regulation and records regulatory assets and liabilities related to WREB's generation, transmission and
distribution operations. If WREB determines it no longer meets the criteria of SFAS 71. WREB may have a
material extraordinary non-cash charge to operations. Reasons for discontinuing SFAS 71 accounting treatment
include increasing competition that restricts a company's ability to charge prices needed to recover costs already
incurred and a significant change by regulators from a cost-based rate regulation to another form of rate
regulation. WREB periodically reviews SFAS 71 criteria and believes the net regulatory assets, including those
related to generation, are probable for future recovery. If WREB discontinues SFAS 71 accounting treatment
based on competitive or other events,it may significantly impact the value of WREB's net regulatory assets and
WREB's utility plant investments, particularly the Wolf Creek facility. See "-Competition and Enhanced
Business Opportunities" above for initiatives taken to restructure the electric industry in Kansas.

. ;. Regulatory changes, including competition, could adversely impact WREB's ability to recover its
~

investment in these assets. As of March 31,1998, WREB has recorded regulatory assets of approximately $380
milhon which are currently subject to future recovery in rates. Of this amount, approximately $213 million is a
receivable for future income tax benefits previusly passed on to customers. The remainder of the regulatory
assets are items that may give rise to stranded costs including coal contract settlement costs, deferred plant costs,
debt issuance costs, and deferred employee benefit costs.

In a competitive environment, WREB may not be able to fully recover its 47% investment in Wolf Creek.
WREB may also have stranded costs from an inability to recover its environmental remediation costs and long-
term fuel contract costs in a competitive environment. If WREB determines that it has stranded costs and cannot
recover its investment in these assets, WREB's future net utility income may be lower than its historical net
utility income unless WREB compensates for the loss of such income with other measures.
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|Decommissioning
|

Decommissioning is a nuclear industry term for the permanent shut down of a nuclear power plant when 1
-

the plant's license expires. The NRC will terminate a plant's license and release the property for unrestricted use {
when a company has reduced the residual radioactivity of a nuclear plant to a level mandated by the NRC. The J
NRC requires companies with nuclear power plants to prepare formal financial plans. These plans ensure that
funds required for decommissioning will be accumulated during the estimated remaining life of the related
nuclear power plant. ;

The SEC has questioned the way electric utilities recognize, measure and classify decommissioning costs |
for nuclear electric generating stations in their financial statements. In response to the SEC's questions, the

,

Financial Accounting Standards Board is reviewing the accounting for closure and removal costs, in:luding
|decommissioning of nuclear power plants. If current accounting practices for nuclear power plant*
i

decommissioning are changed, the following could occur: )
-Annual decommissioning expenses could be higher than in 1997

-Estimated costs for decommissioning could be recorded as a liability (rather than as accumulated
depreciation) j

-Increased costs could be recorded as an additional investment in the Wolf Creek plant

WREB does not believe that such changes, if required, would adversely affect its operating results due to its
current ability to recover decommissioning costs through rates.

Year 2000 issue

~.2 Westem Resources is currently addressing the effect of the Year 2000 issue on its reporting and operating !
systems, which includes the reporting and operating systems of WREB. The Year 2000 issue exists because |
many computer systems and applications abbreviate dates by eliminating the first two digits of the year, assuming
that these two digits are always "19." Consequently, on January 1, 2000, some computer programs may
incorrectly recognize the date as January 1,1900 and may incorrectly process critical financial and operational !

information, or stop processing altogether because of the incorrect date abbreviation. Calculations using the year 1

2000 will affect computer applications before January 1,2000.

Westem Resources has recognized the potential adverse effects the Year 2000 issue could have on WREB. |
'

In 1996 and 1997, Western Resources established a formal Year 2000 remediation program to investigate,
identify and correct these problems in the computer systems of Western Resources, including WREB. The goal
of the program is to identify and assess every critical system potentially affected by the Year 2000 date change I

and to repair or replace those systems found to be incompatible with Year 2000 dates. 1

Western Resources plans to have the Year 2000 readiness efforts substantially completed by the end of 1998
and expects no significant operational impact on WREB's ability to serve customers, pay suppliers, or operate
other areas of the business.

Western Resources currently estimates that total costs to update all of WREB's systems for Year 2000
compliance will be approximately $7 million. In 1997, Western Resources expensed approximately $3 million

! of these costs and, based on current estimates, expects to incur about $4 million in 1998 to complete these efforts.
L ,, There can be no assurance that WREB's vendors and suppliers will not be affected by the Year 2000 issue, and

thereby affect WREB.

Afordable flousing Tax Credit Program (AllTC)

Westem Resources received authorization from the Kansas Commission to invest up to $114 million in
AllTC investments. An example of an AHTC projer.t is housing for residents who are elderly or meet certain
income requirements. At March 31,1998, WREB had invested approximately $40 million to purchase qualified
limited partnership interests. WREB is committed to investing approximately $40 million more in AHTC

| investments by January 1,2000. These investments are accounted for using the equity method of accounting.
j Based upon a regulatory order, income generated from the AFITC investments, primarily tax credits, will be used

to offset costs associated with postretirement and postemployment benefits offered to employees. Tax credits are'

[ recognized in the year generated.
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UNAUDITED PRO FOR51A COMBINED CONDENSED FINANCIAL INFOR51ATION

The following unaudited pro forma combined condensed financial information presents the consolidated
condensed balance sheets and statements of income for the following: (1) Westem Resources and KCPL: and (ii)
WREB and KCPL The unaudited pro forma combined condenud financial information assumes the transactions
are accounted for as a purchase. The imaudited pro forma combined condensed balance sheets as of Afarch 31,

31, 1998. The unaudited pro forma
1998 give effect to the Transactions as if they had occurred on March
combined condensed statements of income for the three months ended March 31,1998 and for the year ended
December 31,1997 give effect to the Transactions as if they had occurred on January 1,1997.

The unaudited pro forma combired condensed tinancial informa ion was prepared utilizing (i) the historical
.

audited consolidated financial statements, including the notes thereto, of Westem Resources (incorporated by
reference) and KCPL (incorporated by reference), (ii) the historical audited financial statements, including the. . -

notes thereto, of WREB (included elsewhere in this Joint Proxy Statement / Prospectus), (iii) the historical'

unaudited interim consolidated financial statements, including the notes thereto, of Western Resources
(incorporated by reference) and KCPL (incorporated by reference), and (iv) the historical unaudited interim
financial statements, including the notes thereto, of WREB (included elsewhere in this Joint Proxy
Statement / Prospectus). This information should be read in conjunction with the historical audited consolidated
financial statements of Westem Resources and KCPL, the historical audited financial statements of WREB, the
historical unaudited interim consolidated financial statements of Westem Resources and KCPL, and the historical
unaudited interim financial statements of WREB. The unaudited pro forma combined condensed 6nancial

g information is being presented for illustrative purposes only and is not necessarily indicative of the financialj
position or results of operations that might have occurred had the Transactions actually taken place on the dates,

E -L
indicated above, nor is it necessarily indicative of future results of operations or financial position.

It should be noted that the 1997 historical income statements for Western Resources and KCPL included
special non-recurring charges totaling approximately $108 million. Western Resources incurred approximately
$48 million related to its efforts to acquire KCPL prior to achieving a merger agreement in February 1997 and
KCPL incurred approximately $53 million related to contractual termination fees paid by KCPL to UtiliCorp
and approximately $7 million related to the Original Merger Agreement. The impact of these special charges are
included in the 1997 unaudited pro forma combined condensed statement of income for Westar Energy and
Western Resources.

There are no changes that are expected to be material in either Western Resources' or KCPL's accounting
policies as a result of the Transactions. Both companies accrue unbilled revenue for energy delivered at the end
of each reporting period, use composite depreciation methods at group rates specified pursuant to regulation and
have certain other accounting policies which differ due to the nature of how regulators have allowed certain costs

to be recovered from customers.

The unaudited pro forma adjustments are based on preliminary assumptions and estimates made by
management. 'the actual purchase price allocation and consideration exchanged for KCPL may differ from that
reflected in the unaudited pro forma combined condensed financial statements based on fair values at the Closing

'1 Date.
.

, .

The Transactions
Under terms of the Merger Agreement, Western Resources and KCPL shareowners will combine the

-

regulated electric utility assets of both companies in a newly formed company, Westar Energy, Upon closing the<

Transactions, KCPL shareholders will receive shares of Western Resources Common Stock, with a value of

$23.50 per share, subject to a collar, and one share of Westar Energy for each share of KCPL they currentlyI

own. For purposes of the pro formas, total consideration is estimated at $31.00 per KCPL Common Share. This
represents the average market closing price of KCPL Common Stock a few days before and after the

i
announcement of the Merger Agreement. The actual consideration will be determined at the Closing Date based
on the fair value of the consideration exchanged to acquire the KCPL Common Shares. Westem Resources|

shareowners will continue to hold the Western Resources Common Stock they currently own.
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Westar Energy will assume $1.9 billion of Western Resources debt and $800 million of KCPL debt.
Immediately after the KCPL Effective Time but prior to the KGE Effective Time, Westar Energy will cause
KLT to assume indebtedness for borrowed money of Westar Energy in excess of $800 million aggregate
principal amount (including preferred stock) and Westar Energy will transfer KLT, KCPL's unregulated
subsidiary, to Westem Resources. Immediately following the KCPL Merger, current KCPL shareholders will
own, assuming there are no Dissenting Shares,19.9% of the diluted outstanding shares of Westar Energy
Common Stock and approximately 35% of the outstanding Western Resources Common Stock. Westem
Resources will own, assuming there are no Dissenting Shares,80.1% of the diluted outstanding shares of Westar
Energy Common Stock and current Western Resources shareowners will retain ownership of approximately 65%
of the outstanding Western Resources Common Stock, assuming that the average price of Western Resources
Common Stock for the 20 day averaging period is equal to the closing price of Western Resources on June 8,-

.

1998 (the most recent date for which it was practicable to obtain market price data prior to printing this Joint
Proxy Staternent/ Prospectus). Western Resources will maintain its 45% ownership of ONEOK,its 82% interest
in its security alarm monitoring subsidiary Protection One, and its ownership of The Wing Group, an
intemational power project developer.

Westem Resources pro fonna shares outstanding and related eamings per common share information have
been calculated assuming a Conversion Ratio of 0.60743 based on Westem Resources' June 8,1998 closing
stock price of $38.6875. The actual Conversion Ratio will be based on a twenty day average of the high and low
sales prices of Western Resources Conunon Stock calculated for a period ending on the tenth business day

, . immediately prior to the KGE Effective Time. Westar Energy pro forma shares outstanding and related earnings
per common share information have been calculated assuming an exchange ratio of one share of Westar Energy
Common Stock for each shaie of KCPL Common Stock outstanding.

The Transactions are assumed to generate certain cost savings. The assumed cost savings have not been
tellected in the unaedited pro forma combined condensed balance sheets and statements of income. Transaction
costs incurred by Western Resources associated with the Transactions, including fees for advisors, attorneys and
other consultants and incremental direct costs of completing the Transactions, are estimated to approximate $25
million. These costs will be included in the determination of total consideration for KCPL.

'
k
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#
WESTERN RESOURCES

UNAUDITED PRO FORalA COhlBINED CONDENSED BALANCE SHEET-

As of March 31,1998
On thousands)

Western Pro Forma
Resources KCPLO)

(Historical) (Historical) Adjustments Combined

ASSETS .

Current Assets:
W.- Cash and cash equivalents . . . . . . . . . . . . . . . ' $ 13.876 $ 19,566 $ $ 33,442-

232,159
Accounts receivable (nc0 . . . . . . . . . . . . . . . 179,764 52,395 -

275,638
Other current assets . . . . . . . . . . . . . . . . . . . . 204,957 70,681 -

'

541,239
Total current assets . . . . . . . . . . . . . . . . 398,597 142,642 -

Property, Plant and Equipment: 9,502.353
Property, plant and equipment . . . . . . . . . . . 5,712,352 3,790.001 -

Accumulated depreciation . . . . . . . . . . . . . . . (1,942,068) (1.434,468) - (3,376,536)

Property, plant and equipment (net). . . 3,770,284 2.355.533 - 6.125.817

Other Assets:
D . Investment in ONEOK . . . . . . . . . . . . . . . . . 610,318 - - 610,318

11. Regulatory assets . . . . . . . . . . . . . . . . . . . . . . 379,784 151,751 - 531,535
- - 737,316

Subscriber accounts . . . . . . . . . . . . . . . . . . . . 737,316" - *~

Goodwill (net) . . . . . . . . . . . . . . . . . . . . . . . . 1,066,331 - 1,074,230 (a) 2,140,561

O the r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 244,259 356,326 (5.900)(a) 594,685

Total other assets . . . . . . . . . . . . . . . . . 3,038,008 508.077 1.068,330 4.614,415

Total Asseis . . . . . . . . . . . . . . . . . . . . . . $ 7,206,889 $ 3,006,252 $1.068,330 $11,281,47i

LIABILITIES AND SIIAREOWNERS' EQUITY
Current Liabilities: $ 465,745Short-term debt . . . . . . . . . . . . . . . . . . . . . . . . $ 462,250 $ 3,495 $ -

31,968
Long term debt due within one year . . . . . . 8,800 23,168 -

136,336
Accounts payable . . . . . . . . . . . . . . . . . . . . . . 96,031 40,305 -

538,788
Other current liabilities . . . . . . . . . . . . . . . . . 458.293 80,495 -

1,172.837
Total current liabilities . . . . . . . . . . . . 1,025,374 147,463 -

Long Term Liabilities:
Long-term debt (net) . . . . . . . . . . . . . . . . . . . 2,162,470 941,412 115,219 (f) 3,219,101

Company-obligated mandatorily 370,000
redeemable preferred securities . . . . . . . . 220.000 !$0,000 -

Deferred income taxes and investment tax 1.771,492
credi ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,068,693 702,799 -

544,065 (j) 711,577 -

,-g~ - Minority interests . . . . . . . . . . . . . . . . . . . . . . 167,512 -

577.504' ''" O th e r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 470,821 106,683 -

Total long-term liabilities . . . . . . . . . . . 4,089,496 1,900,894 659,284 6,649,674
*

Shareowners' Equity:
Preferred and preference stock . . . . . . . . . . . 74,858 89,062 (113,920)(O 50,000

Common stock equity . . . . . . . . . . . . . . . . . . 2,017.161 868,833 522,966 (h) 3,408,960

Total shareowners' equity . . . . . . . . . . . 2,092,019 957.895 409.046 3.458,960

Total Llabilities and Shareowners'
Eq ui ty . . . . . . . . . . . . . . . . . . . . . . . . $ 7,206,889 $ 3.006,252 $1,068,330 $11,281,471

The accompanying Notes to Unaudited Pro Forma Combined Condensed
Financial Information are an integral part of this statement.
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1

WESTERN RESOURCES

UNAUDITED PRO FORhlA COSIBINED CONDENSED STATE 5 TENT OF INCOSIE

For the Three Months Ended Starch 31,1998
On thousands, except per share data)

Western
Pro FormaResources KCPLO)

OilstoricaD Ollstorican Adjustments Combined

Sales:
Ene rg y . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $305,548 $195.635 $ $501,183-

S ecuri ty . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 76.795 - - 76,795.

Total sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 382.343 195,635 - 577,978

Cost of Sales:
Ene rg y . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 106,260 43.928 - 150,188

S ec uri ty . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23.993 - - 23,993
|

Total cost of sales . . . . . . . . . . . . . . . . . . . . . . . 130.253 43.928 174,181-

G ross Profit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 252.090 151.707 - 403,797

Operating Expenses:
Operating and maintenance . . . . . . . . . . . . . . . . . 76.329 60,418 136,747-

,_

; v c s '. Depreciation and amortization . . . . . . 61,637 28,631 6,714 (b) 96,982. .......

|~ Selling, general and administrative . . . . . . . . . . . . 47.538 24.491 - 72.029

l Total operating expenses . . . . . . . . . . . . . . . . . 185,504 113,540 6.714 305.758

income From Operations . . . . . . . . . . . . . . . . . . . . . . 66,586 38,167 (6,714) 98,039

Other Income (Expense):
14,552 I| Investment earnings . . . . . . . . . . . . . . . . . . . . . . . . . . 14,552 - -

hiinority interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . (213) - (5,750)(j) (5,963)

Other...................................... 9,036 (6.091) 2.945

Total other income (expense) . . . . . . . . . . . . . . 23.375 (6.091) (5.750) I1.534

| Income Before Interest and Taxes . . . . . . . . . . . . . . . . 89,961 32,076 (12,464) 109,573

In terest Ex pense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 50,400 19.220 3.325 (f) 72,945

Income Before Income Taxes . . . . . . . . . . . . . . . . . . . . . 39.561 12.856 (15.789) 36,628

Income Ta x es . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,093 (1.510) (1.323)(g) 6,260

Net i nco me . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30.468 14,366 (14.466) 30,368

Preferred and Preference Dividends . . . . . . . . . . . . . . 1.230 990 (1,272)(f) 948

[| Earnings Available for Common Stock . . . . . . . . . . . . $ 29,238 $ 13,376 $(13,194) $ 29.420
i'
l Average Common Shares Outstanding . . . . . . . . . . . . 65.410 61,873 (24.289)(i) 102,994

Basic Earnings Per Common Share . . . . . . . . . . . . . . . $ 0.45 $ 0.22 $ 0.29

i

1

!
l

|

The accompanying Notes to Unaudited Pro Forma Combined Condensed
Financial Information are an integral part of this statement.
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l

WESTERN RESOURCES

UNAUDITED PRO FORSIA COSIBINED CONDENSED STATE 3 TENT OF INCOSIE
For the Year Ended December 31,1997

<

I (In thousands, escept per share data)

Westein Pro Foma
Resources KCPLtt)

| Olistorical) Illlstorical) Adjustments Combined
i

j Sales:
E ne rg y . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1.999,418 $895.943 $ - $2.895,361

,

152.347Secu ri ty . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 152.347 - -

, , .

3.N7.708
| Total sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.151.765 895.943 -

|

| Cost of Sales:
.

1,122,080
.

En e rg y . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 928,324 193.756 -'

- - 38.800
| Securi ty . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 38.800

Total cost of sales . . . . . . . . . . . . . . . . . . . . . . . 967.124 193.756 - 1.160.880

G ross Prollt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.184,MI 702,IS7 - 1,886.828

|

l Operating Expenses:
636,740

h Operating and maintenance . . . . . . . . . . . . . . . . . . . . . 383,912 252.828 -

p" . . Depreciation and amortization . . . . . . . . . . . . . . . . . . 256.725 112.266 26.856 (b) 395.8477
416,185

|
Selling, general and administrative . . . . . . . . . 312.927 103,258~ -

...

- - 88.152
| S pecial charges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 88.152

Total operating expenses . . . . . . . . . . . . . . . . . . . 1.041.716 468.352 26.856 1.536.924

Income From Operations . . . . . . . . . . . . . . . . . . . . . . . . . 142.925 233.835 (26.856) 349.9N

Other Income (Expense):
864.253Gain on sale of Tyco securities . . . . . . . . . . . . . . . . . . 864.253 - -

25.646Investment earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . 25,646 - -

(21,809)(j) (17,072)Minocity interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,737 -

(46.270)Other....................................... 28.403 (74.673) -

f Total other income (expense) . . . . . . . . . . . . . . J3.039 (74,673) (21,809) 826.557

i

Income Before Interest and Taxes . . . . . . . . . . . . . . . . . . 1,065.964 159.162 (48.665) 1.176,461

I n t e res t E x pe nse . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 193.225 74.523 9.055 (0 276.803

| Income Before Income Taxes . . . . . . . . . . . . . . . . . . . . . 872.739 84.639 (57,720) 899.658

I

Inco me Taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 378.645 8,079 (3.601)(g) 383.123
,

_ , ,

, . ,.

Ne t I nco m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 494,094 76,560 (54,119) 516.535
.

Preferred and Preference Dividends . . . . . . . . . . . . . . . . 4.919 3.789 (4.918)(0 3.790
.

Earnings Available for Common Stock . . . . . . . . . . . . $ 489.175 $ 72.771 $(49,201) $ Sl2.745

Average Common Shares Outstanding. . . . . . . . . . . . 65,128 61.895 (24,311)(i) 102,712

Basic Earnings Per Common Share . . . . . . . . . . . . . . . $ 7.51 $ l.18 $ 4.99

The accompanying Notes to Unaudited Pro Forma Combined Condensed
Financial Information are an integral part of this statement.
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I
1

WESTAR ENERGY

UNAUDITED PRO FORMA COh!BINED CONDENSED BALANCE SHEET
|As of March 31,1998
|(la thousands) 1

(Historican (HistodcaD Adjustments Combined _
|WREB KCPL(D ho Foma

Curreat Assets.
Cash and cash equivalents . . . . . . . . .......$ 112 $ 19,566 $ (16,754)(c) $ 2,924'-

Accounts receivable (net) . . . . . . . . . . . . . . . . . 142.373 52,395 (9,939)(c) 184,829
Other cuszo assets ... 98,789 70,681 -(3,400)(c) 166,070........ .......

Tow current assets . . . . . . . . . . . . . . . . . . 241.274 142,642 (30.093) 353,823
Property, Plant and Equipment:

Property, plant and equipment . . . . . . . . . 5,768,599 3,790,001 (34,276)(c) 9,524,324 |

,

...

Accumulated depreciation . . . . . . . . . . . . . . . (2,028,717) (1.434.468) 1,574 (c) (3,461.611)
Property, plant and equipment (net) . . . 3,739,882 2,355,533 (32,702) 6.062,713

Other Assets:
Regulatory assets. . . . . . . . . . 379,784 151,751 - 531,535........ ....

g Good will . . . . . . . . . . . . . . . . . . . . - - 885,721 (a) 885,721... .
'

Other. . . . . . . 174,508 356,326 (5,900)(a) 236,969 I
r . ........... .... ...

Ji
(287.965)(c) 1

Total other assets . . . . . . . . . . . . . . . . 554,292 508.077 591,856 1,654,225
*

Total Assets . . . . . . . . . . . . . . . . . . . . . $ 4,535.148 $ 3,006.252 $ 529,061 $ 8,070,761
_

LIABILITIES AND SHAREOWNERS' EQUITY I
| Current Liabilities:

!
Other debt . . . . . . ....................$ - $ 26,663 $ (14,663)(c) $ 12,000 |

| Accounts payable . . . . . . . . . . . 88.617 40,305 (2,644)(c) 126,278 |.........

Other current liabilities . . . . . . . . . . . . . . . . . . . 153.379 80,495 (153)(c) 233,721

j Total current liabilities . . . . . . . . . . . . . . . 241,996 147,463 (17,460) 371,999 |

; Long. Term Liabilities:
'

Long. term debt (net) . . . . . . . . . . . . . . . . . . . . 1,340,892 941,412 (178,644)(c) 2,318,000
214,340 (d)

Company-obligated mandatority redeemable
preferred securities . . . . . . . . . . . . . . . . . . . . - 150,000 220,000 (d) 370,000

Deferred income taxes and investment tax,

I credi ts . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,083,388 702,799 (8,Il7)(c) 1,778,070
O th er . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 407,062 106,683 (15.048)(c) 498,697

Total long-term liabilities . . . . 2,831,342 1,900.894 232,531 4,964,767.......

./ - Shareowners' Equity:
" Preferred and preference stock . . . . . . - 89,062 (89,062)(d) -.....

Common stock equity . . . . . . . . . . . . . . . . . . . 1,462,110 868,833 403.052 (h) 2,733.995

Total shareowners' equity . . . . . . . . . . . . . 1,462,110 _ 957,895 313,990 2,733,995

Total Liabilities and Shareowners'
Equity . . . . . . . . . $ 4.535.448 $ 3,006,252 $ 529,061 $ 8,070.761... ...

| The accompanying Notes to Unaudited Pro Forma Combined Condensed
Financial Information are an integral part of this statement.

l
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WESTAR ENERGY

UNAUDITED PRO FORMA COSIBINED CONDENSED STATE 51ENT OF INCOSIE..

For the Three Months Ended March 31,1998
(in thousands, except per share data)

Pro Forma
WREB KCPL(I)

(Historical) (Historical) Adjustments Combined

$500.870$305,235 $195,635 $ -

Sales.............................................

Cost o f Sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 106.214 43,928 - 150.142 .

!- G ross Profi t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 199,021 151,707 - 350,728

Operating Expenses: *133,287
Operating and maintenance . . . . . . . . . . . . . . . . . . . . . . 72,869 60,418 -

Depreciation and amortization . . . . . . . . . . . . . . . . . 40,031 28.631 5,536 (b) 74,198
..

51.305Selling, general and administrative. 26,814 24.491 -
.... ...........

139,714 113.540 5.536 258,790
Total operating expenses. . .............. . ..

59,307 38.167 (5,536) 91,938Income From Operations . . ..... ...... .. ...... .

4 -

Other Income (Expense) . . . . . . . . . . . . . . . . . . . . . . 4.864 (6.091) 1,014 (c) (213)..

.7
>:

.

Income Before Interest and Taxes . . . . . . . . . . . . . . . . 64,171 32,076 (4,522) 91,725

Interest Expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24,305 19,220 (3,565)(c) 48,292

8.332 (e)

Income Before Income Taxes . . . . . . . . . . . . . . . . . . . . 39.866 12,856 (9,289) 43,433
..

Inco m e Taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,638 (l,510) 8,727 (c) 14.541

(3,314)(g)

Net Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 29,228 14,366 (14,702) 28.892

990 (990)(e) -

Preferred and Preference Dividends . . . . . . . . . . . . . . . . . . . -

Earnings Available for Common Stock . . . . . . . . . . . . . . . . $ 29,228 $ 13.376 $(13,712) $ 28,892

Average Common Shares Outstanding . . . . . . . . . . . . . . . . 310,920 (i) 310,920

Basic Earnings Per Common Share . . . . . . . . . . . . . . . . . . $ 0.09

"
. ~ . .
. . , .

| l

.

The accompanying Notes to Unaudited Pro Forma Combined Condensed
Financial Information are an integral part of this statement.
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WESTAR ENERGY

.- UNAUDITED PRO FORMA COMBINED CONDENSED STATEMENT OF INCOME |

For the Year Ended December 31,1997
(in thousands, except per share data)

Pro FormaWREB KCPLO)
(Historical) (Historical) Adjustments Combined |

S ales . . . . . . . . . . . . . . . . . . . . . . . . . . $1,229,984 $895,943 $ - $2,125,927 |........

|

Cost of Sales . . . . . . . . . . . . . . . . . 377,547 193,756 - 571,303 |.......
..

|G ross Profit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 852,437 702,187 - 1,554.624

Operating Expenses:
Operating and maintenance. . 296,609 252,828 - 549,437 |.. .......

Depreciation and amortization . . 183,339 112,266 22,143 (b) 317,748 |........

Selling, general and administrative I13,397 103,258 - 216,655
|. . ..

Special charges . . . . . . . . . . . . . . . . . . . . . . 48,008 - - 48,008 j
Total operating expenses . . . . . . . . . . . 641.353 468,352 22,143 1,131.848

9 Income From Operations . . . . . . . . . . 211,084 233,835 (22,143) 422,776.

m
N Other Income (Expense) . . . . . . . . . . . . . . . . . . . (4,068) (74,673) 16,177 (c) (62,564)

Income Before Interest and Taxes . . . . . . . . 207,016 159,162 (5,966) 360,212

Interest Expense . . . . . . . . . 98,234 74,523 (13,541)(c) 185,392........ .......

26,176 (e)

Income Before Income Taxes . . . . . . . . . . . . . . . . 108,782 84,639 (18,601) 174,820
i

Income Taxes . . . . . . . . . . . . . . . . . . . 31,806 8,079 35,755 (c) 65,228 |
....

(10,412)(g)

Ne t Inco me . . . . . . . . . . . . . . . . . . . . . . . . 76,976 76.560 (43,944) 109,592 )
Preferred and Preference Dividends . . . . . . . . - 3,789 (3,789)(c) - |

|
Earnings Available for Common Stock . . . . . . $ 76,976 $ 72,771 $(40,155) $ 109,592

|

Average Common Shares Outstanding . . 310,920 (i) 310,920..

Basic Earnings Per Common Share . . . . . . . . . . $ 0.35

~. ;.
|

The accompanying Notes to Unaudited Pro Forma Combined Condensed
Financial Information are an integral part of this statement.
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|

NOTES TO UNAUDITED PRO FORSIA COSIBINED CONDENSED FINANCIAL INFOR31ATIONi

|

|. The pro forma adjustments have been made to the unaudited pro forma combined condensed financial
statements to reflect the following:

(a) To record estimated goodwill resulting from the acquisition of KCPL. Estimated goodwill is based
on the total estimated consideration in excess of the estimated fair value of the identifiable net assets!

! acquired. All outstanding shares of KCPL will be acquired in the Transactions. The estimated consideration
and purchase price allocation used for pro forma purposes are based on $31.00 per KCPL Common Share.
This represents the average market closing prices of KCPL Common Stock a few days before and after the

-|
announcement of the Merger Agreement. The actual value of the consideration and the purchase price
allocation will be determined at the Closing Date based on the fair value of the consideration exchanged to-.

acquire KCPL Common Stock. For regulated electric utility assets, net book value is presently expected to
approximate fair value. The fair value of KLT has been estimated at $320 million. KLT has net assets of ,

approximately $131 million. Goodwill associated with KLT, which will be owned 100% by Western
Resources, is reflected on the Western Resources unaudited pro forma combined condensed balance sheet

j and is not included on the Westar Energy unaudited pro fonna combined condensed balance sheet.

The calculation of estimated goodwill resulting from the acquisition of KCPL is as follows:

In thousands,
except price

~ per share

ib- KCPL Common Shares issued. . . . . 61.909. . . . . . ...... .. . .. .

Less: Treasury shares (shares held by a KCPL subsidiary) . . . . (36)..

| Total KCPL Common Stock outstanding . . . . . . . . . . . . 61,873. ... . .

Average KCPL Common Stock price . . . . . . . . . . . . . . $ 31.00. .. ....

Estimated cost of KCPL Common Stock to be acquired . . . $1,918,063.. ....

Plus: Estimated transaction costs (1) . . . . . . . . . 25.000... .... ...

Total estimated consideration . . . . . . . . . . . . . . $1,943.063. ............. .

Less: Estimated fair value of KCPL's identifiable net assets (net book
v al ue) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (868.833). ...

|

|
Total estimated goodwill recorded by Westem Resources for

j KCPL purchase . . . . . . . . . . . . . . . . . . . . . . , $1,074,230.. ..... ........

Estimated goodwill allocated to KLT . . . . . . . . . . . . . . . . . . . . . . . .
KLT estimated fair value (2) . . . . . . . . . $ 320,000. . . .. .. .. ..... .

Less: KLT net book value (3) . . . . . . . . . . . . . . . . . . . . . . . . . . . (131.491)

Less: Estimated KLT goodwill recorded by Westem Resources . . . . . . . $ 188,509 (188.509)

Estimated goodwill recorded by Westar Energy . $ 885.721......... .... ..

. i. (1) Transa: tion costs of approximately $5.9 mihion have been incurred by Western Resources through March 31.1998 and are
'

includal in other assets on the historical Western Rewurces balance sheet. This adjustment reflects the reclassification of the
$$.9 million of transaction costs to goodwill. Estimated transaction costs to be incurred subsequent to March 31. 1998
approxirnate $19.1 million. ,

(2) Represents the estimated fair value of KLT. which is transferred to Western Resources at the time of the KGE Merger.The fair
value of KLT does not include the KCPL debt assumed by KLT as discussed in (d) below.

(3) Does not include the KCPL debt assumed by KLT as discussed in (d) below.
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(b) To record estimated goodwill amortization over a 40 year period. Goodwill has been recorded in
. the respective unaudited pro forma combined condensed statements of income as follows:

Western Westar I
Resources Energy j

(in thousands) |
Goodwill (See Note (a)) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,074,230 $885,721 i

'Years . . . . . . . . . . . . . . . . . 40 40..... ... . .. ... ........... . . .....

Annual estimated goodwill amortization . . . . . . . . . . . . . . . . . . . . . . $ 26,856 $ 22,143.....

Quarterly estimated goodwill amortization . . . . . . . . . $ 6,714 $ 5,536 |. . ...........

"*
(c) To eliminate KLT balances from KCPL which will be transferred to Western Resources in

accordance with the terms of the Merger Agreement and will not be part of Westar Energy. The following
amounts reflect the balances of KLT which are removed from the Westar Energy unaudited pro forma i

combined condensed balance sheet and statement of income.

Balance Sheet
As of March 31,1998

(in thousands)

Assets:
Cash and cash equivalents . $ 16,754.. .. .. . . .... .. . ... .. ... ...

% Accounts receivable (net) . . . . . . . . 9,939... .. .. . .... . ... . .. . ...... . ,

in Other current assets . . . . . . . . . . . . . . . . . 3,400 I. . ........ .. . . .. .......... ..

Property, plant and equipment . . 34,276 |
""

.. .. . .. .... . . . . .. ... . ... . .

Accumulated depreciation . (1.574)..... .. .. . . ... .... . . ..... ... .

Other assets . . 287.965. .. . . .. . ... .. ...... ... ....... ..... .. . . . . ..

Total Asse ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $350,760... .. . ..... ... ....

Liabilities and Stockholders' Equity:
,

$ 14,663 |Other debt . . . . . . . . . . . . . . . . . . . . ....... . . . . .. .. . . .. .. . ..... ......

Accounts payable . . . . . 2,644. ........ .. .. .. .... . ... ... ..... . . ......

Other current liabilities . 153... ...... ... .. .. .. .. .. .. . .. .

Long. term debt (net) . . . . . . . . .. . . . . . . . . 178.644.. ... .. .. .......... .. ... ....

Deferred income taxes and investment tax credits. . . 8.117 i........ .. .. ...... .. ... ....

......... . ....... . .. . .. . .. ............ .. . 15,048 IOther long. term liabilities
Common stock equity (included in Note (j) adjustment) 131.491 j. .. . .. . ... ..... ..

Total Liabilities and Stockholders' Equity . $350,760....... ..... ................... .

Statement of Income
For the Three Months Ended

March 31,1998
(in thousands)

Other income (expense) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(1.014)... ...............

Interest expense . . . . . . . . . . . . . . . . . . . . (3.565).. ... . ... . . . ...... . .....:..,.
Income tax benefit . . . . . . . . . . . . . . . . 8.727.. . ..... ..... . .... . . .......... . .

Net income. . $ 4.148.... .. . . ... ...... . . . . ... . .. ... ... ..

Statement of income
For the Year Ended
December 31,1997

(in thousands)

Other income (expense) . $(16,177)... .. .. . . .. . .... ...

Interest expense . . . . . . . (13,541).. . .. . .. . .. .. . .

Income tax benefit . . 35,755
.. . . .... .. . . . .. .. . ... . . ..

Net Income. . . . . $ 6.037... .... . ... .. .. . . . . .. .. . .. . .
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(d) To record adjustments to Westar Energy debt in accordance with the terms of the Merger

Agreement. Westr.r Energy will assume an aggregate of $800 million of existing KCPL debt and an
aggregate of $1.9 billion of existing KGE and Western Resources debt. Prior to the KCPL Effective Time.

, , .
s

KCPL has agreed to redeem its outstanding preferred stock pursuant to the Merger Agreement. The
redemption price is expected to approximate the carrying amount of the preferred stock. Immediately after
the KCPL Effective Time but prior to the KGE Effective Time. Westar Energy will cause KLT to assume
indebtedness for borrowed money (including that amount resulting from the redemption of KCPL preferred
stock) of Westar Energy in excess of $800 million aggregate principal amount. Accordingly, the net
adjustment to debt on the Westar Energy unaudited pro forma combined condensed balance sheet as of

-

March 31,1998 reflects the following:
Company.
obligated.,

* * -

Other debt mandatorily
(short term and redeemable

current portion of Long term preferred +

long term) debt. (neo securities Total

(in thousands)

WRE B . . . . . . . . . . . . . . . . . . $ - $ 1,340,892 $ - $1,340,892

KCPL 26,663 941,412 150.000 1,118.075 |
. . . .

......... . ........ .. . .

Total . . . . . . . . $ 26,663 $ 2.282,304 $150,000 $2.458,967
... ... . .. . . . . . . .

Note (c) adjustment:
N (i): To transfer KLT debt to Western
i. y2 Resources (See Note (c)) . . . . . . . . $(14.663) $ (178.644) $ - $ (193.307)

-

Note (d) adjustment:
(ii): To redeem KCPL preferred stock

$ 89,062with long-term debt . . . . . . . . . . . . $ - $ 89,062 $ -

(iii): To reduce KCPL debt to $800
million . . . . . . . . . . . . . . . . . . . . . . - (213,830) - (213,830)

(iv): To provide a total of $1.9 billion of
,

Western Resources debt to Westar
Energy . . . . . . . . . . . . . . - 339.108 220.000 559,108

. . . . . . .

Total Note (d) adjustment . . . . . . . . . S $ 214,340 $220,000 $ 434,340 i

Pro forma combined balance . . . . . $ 12,000 $ 2,318,000 $370,000 $2,700,000
. . .

te) To record the interest expense adjustment associated with the debt of Westar Energy as discussed

in Note (d) above.
Three Months Year Ended |

Ended March 31, December 31,
1998 1997

(in thousands)

Note (c) adjustment:
|

.
(i): To reduce interest expense related to transfer of KLT debt to .

.. ,

Western Resources (See Note (c)) . . . . . . . . . . . . . . . . . . . . . . . $(3,565) $(13.541)' -

Note (e) adjustment:
(ii): To reclassify dividends on KCPL preferred stock to interest .

$ 990 $ 3,789e x pe nse . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ......

(iii): To reflect additional interest expense on redemption of KCPL
preferred stock . . . . . . . . . . 601 2,227. .. . ........ .......

(iv): To reduce interest expense on KCPL debt in excess of $800
million (3,742) (18.398)............... . . . . . . . ......... .. ...

; (v): To increase interest expense associated with the transfer of

| Western Resources debt to Westar Energy. 10,483 38.558.... . ..

Total Note (c) adjustment . . . . . . . . $ 8,332 $26,176. . . . . ....... ... ... .
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|

.

(f) To record additional long-term debt resulting from the redemption of KCPL and Western Resources
.

preferred stock in accordance with the Merger Agreement as follows:
~

|
As of March

31,1998

(in thousands)

Balance sheet adjustments:
Westem Resources Preferred Stock . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . $ 24,858

KCPL pre ferred stock . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 89,062

Total preferred stock redeemed . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . I13,920
,

Call premium on Western Resources Preferred Stock. . . . . . . . . . . . . . . . . . 1,299 .j
, . .

..1
Long-term debt required to redeem preferred stock . . . . . . . . . . . . . . . . . . . $115,219

. To reclassify preferred dividends and record additional interest expense on the debt required to redeem
Western Resources and KCPL preferred stock:

Three Months Year Ended |
Ended March 31, December 31 '

1998 1997 |

(in thousands)

Statement of income adjustments:g '

Reclassification of preferred stock dividends:
#;2 Western Resources preferred dividends . . . . . . . . . . . . . . . . . . . . . . $ (282) $ (1,129) I
'' KCPL preferred dividends . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . .. (990) (3.789) i

Total dividend reclassification adjustment . $ (1,272) $ (4.918).. ...........

Additional interest expense at an annual rate of 7%:
Western Resources Preferred Stock redemption . . . . . . . . . . . . . . $ 153 $ 611

KCPL preferred stock redemption . . . . . . . . . . . . . . . . . . . . . . . . . 601 2.227

Total additional interest expense . . . . . . . . . . . . . . . . . $ 754 $ 2,838.....

Interest expense adjustment summary:
Call premium on Westem Resources Preferred Stock . . . . . . . . . . . $ 1.299 $ 1.299

Reclassification of preferred dividends . . . . . . . . . . . . . . . . . . . . . . 1,272 4,918

Additional interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 754 2,838

Total interest expense adjustment . . . . $ 3,325 $ 9.055 |............ .....

|(g) To adjust income tax expense for the pro forma adjustments to taxable income as follows:

Three Months Year Ended
. Ended March 31, December 31,
.;., , 1998 1997". ; ., , ,

' (in thousands)

Westar Energy tax adjustment:
Pro forma adjustments to taxable income . . . . . . . . . . . . . . . . . . . . $ (8.332) $ (26,176)

Taxrate................................................ 39.775 % 39.775 %
___

Westar Energy income tax adjustment. $ (3.314) $ (10,412)
:

............ .........

Western Resources tax adjustment:
Pro forma adjustments to taxable income $ (3,325) $ (9,055)...... .. .... ...

Tax rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 39.775 % 39.775 %.

Western Resources income tax adjustment . . . . . . . . $ (1.323) $ (3,601)........

,
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(h) To reflect the net increase in common shareowners' equity resulting from the aggregate impact of

the pro forma adjustments as follows:
As of

--

March 31.1998

(in thousands)

Westar Energy net increase . . $ 403.052.. . ... .. . .. . .. ...........

Western Resources net increase . . . . . . . . . . . . . . . . . . . . . . . . . . 52'2,966..... .. ..

(i) Terms of the Merger Agreement allow KCPL shareholders to exchange each share of KCPL
Common Stock held for $23.50 of Western Resources Common Stock, subject to certain limitations as set
forth more fully herein and one share of Westar Energy Common Stock. Pro forma Western Resources .

average comnmn shares outstanding and related basic earnings per common share have been calculated.
.

assuming a Conversion Ratio of 0.60743 based on Westem Resources' June 8,1998 closing stock price of
$38.6875. The issuance of Western Resources Common Stock and Westar Energy Common Stock necessary

,

to eft'ect the Trarisactions is determined as follows:

(i) To reflect the issuance of Western Resources Common Stock in connection with the
Transactions:

Three Months Year Ended
Ended March 3t. December 31,

1998 1997

(in thousands except

% per share amounts)
- Consideration per share in Western Resources Common Stock. . . . $ 23.500 $ 23.500

~

Divided by: Price per share of Western Resources Common Stock as
of June 8,1998 38.6875 38.6875. ... . . ..... .. . .. .

Exchange Ratio . 0.60743 0.60743.. ... . . . . ..

Multiplied by: KCPL Common Stock outstanding . . . 61.873 61.873.. ....

Estimated shares of Western Resources Common Stock to be issued
to acquire KCPL . . . 37,584 37.584. .. . .... .. . . . ....

|
KCPL average Common Stock outstanding . . . . . . . . . . . . . 61,873 61.895..

Less: Estimated shares of Western Resources Common Stock to be'

issued to acquire KCPL . (37.584) (37,584)... . .. . .... .... .. ..

Adjustment to Western Resources Common Stock . . . . . . . . . . . . . 24.289 24,311

(ii) To reflect the issuance of Westar Energy Common Stock to Western Resources and KCPL
shareowners. In accordance with the Merger Agreement, KCPL shareholders will receive one share of
Westar Energy for each share of KCPL Common Stock currently held. Westar Energy Common Stock
outstanding is calculated as follows:

In thousands

KCPL Common Stock outstanding, March 31, 1998 and December 31, ,

1997.. .. ........... 61,873| c .... .... .. .... . . ........ ...

L Divided by: Current KCPL shareholders' future interest in Westar
Energy 19.9 %. .... . . ...... ... ... ..... ..... ... .... ...

,

Adjustment to issue Westar Energy Common Stock 310.920.... .. .

1
1
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(j) In accordance with the Merger Agreement. KCPL shareholders will own, assuming there are no

.
Dissenting Shares.19.9% of the diluted outstanding shares of Westar Energy Common Stock. Western
Resources will own, assuming there are no Dissenting Shares, the remaining 80.1% of the diluted
outstanding shares of Westar Energy Common Stock. Western Resources will consolidate Westar Energy
for financial reporting purposes and record a minority interest on Western Resources * balance sheet and
statement of income. Minority interests have been calculated on the balance sheet as foUows:

March 31,1998

(in thousands)

Westar Energy pro forma common stock equity $2.733,995...... .... ..... ......

Minority interest percentage . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19.9 %
.

Minority interest reported on Western Resources pro forma balance sheet .. $ 544,065

Minority interest has been calculated on the statement of income as follows:

Three Months Year Ended
Ended March 31, December 31,

1998 1997

(in thousands)

Westar Energy pro forma camings available for common
st oc k . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $28.892 $109,592.... .

D Minority interest percentage . . . . . . . . . . 19.9 % 19.9 %.. .... ... ..
,

- li Minority interest reported on Westem Resources pro forma
statement of income $ 5,750 $ 21,809.. . . ... .... . .....

(k) Intercompany transactions between Western Resources and KCPL are immaterial.

(1) Amounts have been reclassifted to conform to Western Resources' commercial enterprise financial

statement presentation format.

1

1

1
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the Board of Directors of Westem Resources,Inc.:

We have audited the accompanying statements of financial position of the Western Resources Electric Business
(a business unit of Western Resources, Inc.) as of December 31,1997 and 1996, and the related statements of
operations, equity in net assets and cash flows for each of the three years in the period ended December 31,
1997. These financial statements are the responsibility of Western Resources, Inc.'s management. Our
responsibility is to express an opinion on these financial statements based on our audits.

'

We conducted our audits in accordance with generally accepted auditing standards. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of,.

material misstatement. An audit includes examining, on a test basis, evidence suppor:ing the amounts and
disclosures in the financial statements. An audit also includes assessing the accouriting principles used and .

significant estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.

I

In out opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Westem Resources Electric Business, as of December 31,1997 and 1996, and the results of its
operations and its cash flows for each of the three years in the period ended December 31,1997, in conformity
with generally accepted accounting principles.

I m .i
# ^* ARTHUR ANDERSEN LLP

Kansas City, Missouri
April 1,1998
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WESTERN RESOURCES ELECTRIC BUSINESS

- (a business unit of Western Resources,Inc.)

STATEMENTS OF FINANCIAL POSITION
December 31,

1997 1996

(in thousands)

ASSETS

Current Assets:
Cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . $ 114 $ 84.. .............

Accounts receivable (r.et) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 150,239 138.900'*

Inventories and supplies . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 83,457 94,778

O the r curre n t assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19.097 20.074

Total current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 252.907 253,836

Property, Plant and Equipment:
5,740,617 5,630,883Proper +y. plant and equipment . . . . . . . . . . . . . . . ...... ........... ....

(1,982,114) (1,864,988)Accumulated depreciation . . . . . . . . . . . . . ..........................

3.758.503 3.765,895Property, plant and equipment (net) . . . . ...................... ..

N Other Assets:

'3 Re gulatory asse ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 380,421 385,712
. .

Other......................................................... 145.337 163.433

Total othe r assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 525.758 549,145

Total Assets . . . . . . . . . . , . . . . . . . . . . $4.537.168 $4,568,876........ .......... .

LIABILITIES AND EQUITY IN NET ASSETS
Current Liabilities:

$ 45,000 $ 222,300
Short-term debt . . .............. ...... ..........................

Accounts pay able . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 139,305 60.556

Acc rued tax es . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 47,844 45,745

26,484 27,481Accrued interest . . . . . . . . . . . . . . . . ................................

Other current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 65.184 23,135

Total current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 323,817 379,217

Long Term Liabilities:
1,340,898 1.341,393Long-term debt (net) . . . . . . . . . . . ...................................

Deferred income taxes and investment tax credits . . . . . . . . . . . . . . . . . . . . . . . 1,090,231 1,118.060

Other.......................................................... 418.767 398,368

Total long-term liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.849,896 2.857,821
,

Eq uity in Ne t A sse ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,363.455 1.331,838,

*"

Total Llabilities and Equity in Net Assets . . . . . . . . . . . . . . . . . . . . . . . $4.537.168 $4.568,876

| See Accompanying Notes to Financial Statements.
i
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WESTERN RESOURCES ELECTRIC BUSLNESS
(a business unit of Western Resources,Inc.)

"
' - STATEMENTS OF OPERATIONS

For Years Ended December 31.

1997 1996 1995

(in thousands)

Sales........................................................ $1,229,984 $1,197,441 $1,146.869

Cost of Sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 377,547 293.552 247,832
.

G ross Pro fi t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 852.437 903,889 899.037.
.

Operating Expenses:
Operating and maintenanc.e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 296,609 272.828 275,894 *

Depreciation and amortization. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 183.339 170,094 150,997

Selling, general ar a: ninistrative . . . . . . . . . . . . . . . . . . . . . . . . . . . I13,397 108,252 115,569

48,008 - -Special charges ............................... ..

Total operau , st is...... ........................ 641.353 551.174 542,460-

Income From Operatim . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 211,084 352,715 356,577

N Other Income (Expense) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,068) 3,663 5.184

, .
- Income Before Interest and Taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . 207,016 356.378 361,761~ ' " ~

In te res t Ex pense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 98.234 105,846. 100.047

Income Before Income Taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 108,782 250,532 261,714

Income Tax es . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 31,8 % 80,872 _ 85,110

Net income . . . . . . . . . . . . . . $ 76,976 $ 169,660 $ 176,604........... ............... ......

*
, 4

,
.

e - , ,

i

| -

See Accompanying Notes to Financial Statements.
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WESTERN RESOURCES ELECTRIC BUSINESS
l (a business unit of Western Resources,Inc.)

STATEMENTS OF EQUITY IN NET ASSETS

For Years Ended December 31,

1997 1996 1995

On thousands)

- Equity in Net Assets, beginning of year . . . . . . . . . . . . . . . . . . . . . $1,331,838 $ 1,473,395 $1,395,840

Net inc ome . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 76,976 169,660 176,604

Net change in equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (45.359) (311,217) (99.049); ;, ,
,

Equity in Net Assets, end of year . . . . . . . . . . . . . . . . . . . . . . . . . . $1.363.455 $1,331,838 $1,473.395

1

; ,,
y |v- -

r

'

|

.

|

I

|
'

t .'
i

- .
'pa. gs

i

See Accompanying Notes to Financial Statements.
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WESTERN RESOURCES ELECTRIC BUSINESS |

(a business unit of Western Resources,Inc.) |
, ,

~

STATEMENTS OF CASil FLOWS 1
r

l
'

For Years Ended December 31.

1997 1996 1995

(in thousands)

Cash Flows From Operating Activities:
Ne t inco me . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 76,976 $169,660 $176,604

Depreciation and amortization . . . . . . . . . . . . . . . . . . . . . . . . . 183,339 170.094 150,997
*

Special c harges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 48.008 - -

! Changes in working capital items:
'

*

Accounts receivable (net) . . . . . . . . . . . . . . . . . . . . . . . . . (!1.339) (562) 58.861

Inventories and other current assets . . . . . . . . . . . . . . . . . . 12,298 10.159 (20,660) -

| Accounts payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 78,749 (21,935) 12.921

Accrued liabilities and other current liabilities . . . . . . . . 8,908 336 (17,404)'

Net cash flows from operating activities . . . . . . . . . . . . 396.939 327,752 361,319

Cash Flows From Investing Activities:
Additions to property, plant and equipment (net) . . . . . . . . . . (159.760) (138,475) (179,090)

4 Net cash flows used in investing activities . . . . . . . . . . . (159,760) (138,475) (179.090)

$. ;2. Cash Flows From Financing Activities:
Debt (repayments) borrowings (net) . . . . . . . . . . . . . . . . . . (177.300) 156,300 16,000

Change in equity in net assets and other . . . . . . . . . . . . . . . . (59.849) (345,586) (198.224)

Net cash flows used in tinancing activities . . . . . . . . (237.149) (189,286) (182,224)

Change in Cash and Cash Equivalents . . . . . . 30 (9) 5.. ..........

Cash and Cash Equivalents, Beginning of Year . . . . . . . . . . . 84 93 88

| Cash and Cash Equivalents, End of Year . . . . . . . . . . . . . . . . . . $ 114 $ 84 $ 93

L

|
.

L-
-

,

-.

.

|

|
|

,
See Accompanying Notes to Financial Statements,
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WESTERN RESOURCES ELECTRIC BUSINESS
(a business unit of Western Resources, Inc.)

NOTES TO FINANCIAL STATE 31ENTS

1. DESCRII'rION OF BUSINESS )
The Western Resources Electric Business (WREB) is comprised of KPL, a rate regulated division of |

Western Resources, Inc. (Westem Resources) and Kansas Gas and Electric Company (KGE), a rate regulated ;

electric utility and wholly owned subsidiary of Westem Resources. KGE owns 47% of Wolf Creek Nuclear i
'

Operating Corporation (WCNOC), the operating company for Wolf Creek Generating Station (Wolf Creek).
KGE records its proportionate share of all transactions of WCNOC as it does for other jointly owned facilities.
WREB is engaged in providing electric generation, transmission and distribution services to customers in Kansas.

*

WREB is the predecessor entity to Westar Energy. Westar Energy expects to acquire Kansas City Power & Light

(KCPL) as described in Note 2.
WREB has historically been operated as an integrated part of Westem Resources' overall business and has ,

not been separated from Western Resources' other operations for managerial, accounting, administrative or other j

purposes. Consequently, the activities of WREB have been included in the consolidated financial statements of
Western Resources. In the normal course of business, WREB has various transactions with Western Resources,
including various expense allocations which are material in amount. Certain accounts, principally working capital
accounts, are maintained by Western Resources on a common basis. In certain instances, amounts applicable tog

_
Western Resources' accounts which are not being contributed are accounted for in the same general ledger
accounts as WREB. Where it was practical, a determination of amounts applicable to WREB was made. In other-

circumstances it was not possible to make this determination and allocation methodologies were used to quantify |

estimated amounts related to WREB. The allocation methodologies utilized are reasonable in the opinion of

management.

Western Resources takes certain corporate actions and makes commitments on behalf of KPL and KGE.
Where such is the case, reference below is made directly to Western Resources, rather than to WREB, KGE or

KPL.

These financial statements have been prepared from records maintained by Westem Resources, and may I

Inot necessarily be indicative of the conditions which would have existed if WREB had been operated as an
independent entity.

2. DESCRIPTION OF TRANSACTION
On February 7,1997, Western Resources signed the Original Merger Agreement with KCPL. In December |

1997, representatives of Western Resources * financial advisor indicated they believed it was unlikely they would
be in a position to issue a fairness opinion required for the merger on the basis of the previously announced i

tenns. As a result, Western Resources reviewed WREB's deferred costs associated with the Original Merger |
Agreement and determined that for accounting purposes, $48 million of these deferred costs should be expensed.

'

These costs were expensed in the fourth quarter of 1997 and are reflected as special charges in the accompanying

1997 Statement of Operations.

The current Merger Agreement entered into by Western Resources, KGE, Westar Energy and KCPL^"

combines the electric utility operations of Westem Resources and KCPL. WREB will be the accounting acquiror
and capitalized terms used in this note are consistent with terms as defined elsewhere in this Joint Proxy
Statement / Prospectus.

Pursuant to the Merger Agreement, immediately prior to the KCPL Effective Time and as a condition
precedent to the KGE Merger, Western Resources will transfer, or cause to be transferred, to KGE,(i) all of the
right, title and interest of Western Resources in, to and under the assets, property and interests owned by Western
Resources that are used in, or related to or generated by, KPL, other than securities, the corporate headquarters
of Western Resources and those assets necessary for the operation of Western Resources as a holding company

after the Closing Date, and (ii) a number of shares of Western Resources Common Stock equal to the Issuance
Number. Concurrently with the Contributions, KGE will assume (i) all debts arising out of, or relating to or

F-7
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WESTERN RESOURCES ELECTRIC BUSINESS
(a business unit of Western Resources, Inc.).

~ NOTES TO FINANCIAL STATEMENTS

generated by, the KPL Assets or the operations of KPL, and (ii) an aggregate principal amount of debt of Western
Resources so that aggregate total indebtedness of KGE equals $1.9 billion immediately prior to the KGE
Effective Time.

Concurrently, as of the KCPL Effective Time and as a condition precedent to the KGE Merger, KCPL will
be merged with and into Westar Energy, the separate corporate existence of KCPL will cease, Westar Energy ^

will be the surviving corporation and Westar Energy will continue its corporate existence under the laws of
Kansas. As of the KCPL Effective Time, each outstanding share of KCPL Common Stock (other than shares of'

KCPL Common Stock beneficially owned by Westar Energy or KCPL either directly or through a wholly owned
subsidiary and Dissenting Shares) will represent one share of Westar Energy Series A Common Stock. -

As of the KGE Effective Time, KGE will be merged with and into Westar Energy, the separate corporate
existence of KGE will cease, Westar Energy will be the surviving corporation and Westar Energy will continue
its corporate existence under the laws of Kansas. Each outstanding share of KGE Common Stock will be
converted into and become such number of shares of Westar Energy Series B Common Stock representing,
assuming there are no Dissenting Shares,80.1% of the diluted outstanding shares of Westar Energy Common
Stock.

% Immediately after the KGE Effective Time, Westar Energy will, in connection with the KGE Merger,

( ?,, distribute to holders of Westar Energy Series A Common Stock the Western Resources Common Stock
contributed to KGE pursuant to the Stock Contribution. After the KGE Effective Time, Westar Energy will, in
connection with the KGE Merger, distribute to Western Resources all of the outstanding shares of capital stock

; of KLT, an unregulated wholly owned subsidiary of KCPL. Immediately after the Western Resources Stock
Distribution, each share of Westar Energy Series B Common Stock will be converted into one share of Westar
Energy Series A Common Stock. Upon closing the Transactions, Western Resources will own, assuming there

,

are no Dissenting Shares, an 80.1% diluted interest in Westar Energy, KCPL shareholders will own, assuming
there are no Dissenting Shares, the remaining 19.9% on a diluted basis and Western Resources will own 100%
of KLT.

!

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
General

i The accounting policies used by WREB are in accordance with generally accepted accounting principles.
All material intercompany accounts and transactions have been eliminated. The operations are rate regulated and
accounted for under the provisions prescribed by Statement of Financial Accounting Standards No. 71
" Accounting for the Effects of Certain Types of Regulation" (SFAS 71) and are subject to regulation by the

| State Corporation Commission of the State of Kansas (Kansas Commission) and the Federal Energy Regulatory

| Commission (FERC). SFAS 71 sets forth the application of generally accepted accounting principles for those

f companies whose rates are established or are subj:ct to approval by an independent third-party regulator. The

, , , provisions of SFAS 71 require, among other things, that financial statements of a regulated enterprise reflect the .

actions of regulators, where appropriate. These actions may result in the recognition of revenues and expenses in| r

time periods that are different than unregulated enterprises. When this occurs, costs are deferred as assets in the

: balance sheet (regulatory assets) and recorded as expenses when those amounts are reflected in rates. Also, ,

| regulators can impose liabilities upon a regulated company for amounts previously collected from customers and
for recovery of costs that are expected to be incurred in the future (regulatory liabilities). The principal

' ' accounting policies used in the preparation of the financial statements of WREB are described below:

Use of Esthnates

The preparation of financial statements in conformity with generally accepted accounting principles requires,

( management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
; disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of

revenues and expenses during the reporting period. Actual results could differ from those estimates.,

!
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WESTERN RESOURCES ELECTRIC BUSINESS |

- (a business unit of Western Resources,Inc.)
i

NOTES TO FINANCIAL STATEMENTS-(Continued)

Cash and Cash Equivalents
1

WREB considers highly liquid collateralized debt instruments purchased with a maturity of three months or
less to be cash equivalents.

Property, Plant and Equipment

Property, plant and equipment is stated at cost which includes contracted services, direct labor and materials, f.c. r
indirect charges for engineering, supervision, general and administrative costs and an allowance for funds used
during construction (AFUDC). He AFUDC rate was 5.81% for 1997. 5.71% for 1996 and 6.31% for 1995. The !

cost of additions to utility plant and replacement units of property is 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 |

value is charged to accumulated depreciation.
|

In accordance with regulatory decisions made by the Kansas Commission, the acquisition premium of I

approximately $801 million, resulting from Western Resources' acquisition of KGE in 1992,is being amortized

4 over 40 years. The acquisition premium is classified as property, plant and equipment. Accumulated amortization
through December 31,1997 totaled $48 million.

.

Depreciation
!Property, plant and equipment is depreciated on a straight-line basis using group rates approved by

regulatory authorities that approximated 2.87%,2.81% and 2.80% during 1997,1996 and 1995, respectively.
WREB periodically evaluates its depreciation rates considering past and expected future experience in the j
operation of its facilities. ;

I

Fuel Costs |

The cost of nuclear fuel in process of refinement, conversion, 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 at December 31,1997 and 1996 was $20.9 and $25.3 !

million, respectively. Fossil fuel inventories, consisting primarily of coal and oil, are recorded at average cost. |

Regulatory Assets and Liabilities

Regulatory assets represent probable future sales associated with certain costs that will be recovered from
customers through the ratemaking process. If WREB was required to terminate application of SFAS 71, the net
regulatory assets would need to be charged against income. In addition, any amounts determined to represent
stranded or uneconomic costs would need to be reevaluated. This may include a portion of WREB's investment

1in the Wolf Creek nuclear generating facility. His reevaluation may also result in an income statement charge.
- ;. Regulatory assets reflected in the financial statements are as follows: |

IDecember 31,

1997 19 %

(in thousands)

Recove rable taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $212,996 $191,996

Debt issuance costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 75,336 78,176 ;.....

De ferred employee benefit costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 37,875 28,970
!

Deferred plant costs . . . . . . . . . . . . . . . 30.979 31,272...... ... .. . ......

Coal contract settlement costs . . . . . . . . . . . . 16,032 21,037. .... .. . ...

Other regulatory assets . . . . . . . . . . . . . . . . . . . 7,203 7,944 |.. ... ..

Phase-in revenues . . . . . . . . . . . . . . . . .
- 26.317 f... .... . ..

'

Total regulatory assets . . . . . . . . . . . $380,421 $385.712........ . ... . . ..

F-9
,

.



- - . - -

WESTERN RESOURCES ELECTRIC BUSINESS
(a business unit of Western Resources,Inc.)

~

|~~ NOTES TO FINANCIAL STATEMENTS-(Continued)

Recoverable income tares: Recoverable income taxes represent amounts due from customers for
accelerated tax benefits which have been flowed through to customers and are expected to be recovered
when the accelerated tax benefits reverse.

Debt issuance costs: Debt reacquisition expenses are amortized over the remaining term of the
reacquired debt or, if refinanced, the term of the new debt. Debt issuance costs are amortized over the term .

! . of the associated debt.
e . . .

Deferred employee benefit costs: Deferred employee benefit costs will be recovered from income
generated from WREB's Affordable Housing Tax Credit investment program. -

Deferred plant costs: Disallowances related to the Wolf Creek nuclear generating facility.

Coal contract settlement costs: Deferred costs associated with the termination of certain coal
purchase contracts. These costs are being amortized over periods ending in 2002 and 2013.

WREB expects to recover all of its regulatory assets in rates. The regulatory assets noted above, with the

4 exception of certain coal contract settlement costs and debt isrtance costs, other than the refinancing of the
LaCygne 2 lease (see Note 8), are not included in rate base and, therefore, do not eam a retum. Phase-in revenues

3 li - were fully amortized in 1997.

Income Taxes

The results of operations of WREB are included in Western Resources' consolidated federal and state
income tax returns. WREB's annual provision for income taxes included in the Statements of Operations was
determined as if WREB had filed a separate income tax return.

Deferred income tax assets and liabilities are recognized for temporary differences in amounts recorded for
financial reporting purposes and their respective tax bases. Investment tax credits previously deferred are being
amcctized to income over the life of the property which gave rise to the credits.

Sales

Energy sales are recognized as services are rendered and include estimated amounts for energy delivered
but unbilled at the end of each year. Unbilled sales of $37 million and $38 million are recorded as a component
of accounts receivable (net) on the Statements of Financial Position as of December 31,1997 and 1996,
respectively. WREB's allowance for doubtful accounts receivable totaled $3.0 million and $2.5 million at
December 31,1997 and 1996, respectively.

'

,,, , Affordable Housing Tax Credit Program (AHTC) .m
*" Western Resources has received authorization from the Kansas Commission to invest up to $114 million in

AHTC investments. At December 31,1997, WREB had invested approximately $17 million to purchase AHTC
investments in limited partnerships. WREB is committed to investing approximately $55 million more in AHTC .

investments by January 1,2000. These investments are accounted for using the equity method. Based upon an
order received from the Kansas Commission, income generated from the AHTC investment, primarily tax credits,
will be used to offset costs associated with postretirement and postemployment benefits. Tax credits are
recognized in the year generated.

Risk Management

To minimize the risk from market fluctuations in the price of electricity, WREB utilizes fmancial and
commodity instruments (derivatives) to reduce price risk. Gains or losses on derivatives associated with firm
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WESTERN RESOURCES ELECTRIC BUSINESS
|, (a business unit of Western Resources,Inc.)

NOTES TO FINANCIAL STATEMENTS-(Continued)
!

commitments are generally recognized as adjustments to cost of sales or sales when the associated transactions
affect earnings. Gains or losses on derivatives associated with forecasted transactions are generally recognized
when such forecasted transactions affect earnings.

New Pronouncements

Effective January 1,1997, WREB adopted the provisions of Statement of Position 96-1, " Environmental.u.
,

Remediation Liabilities." " Ibis statement provides authoritative guidance for recognition, measurement, display
and disclosure of environmental remediation liabilities in fmancial statements. Adoption of this statement did not'

have a material adverse effect upon WREB's overall financial position or results of operations.

i 4. COMMITMENTS AND CONTINGENCIES ;

!
l

'

! Manufactured Gas Sites |
WREB has been associated with three former manufactured gas sites which may contain coal tar and other |

% potentially harmful materials. Western Resources and the Kansas Department of Health and Environment I
,

_.c. (KDHE) entered into a consent agreement governing all future work at the three sites. The terms of the consent I

|''" agreement allow WREB to investigate these sites and set remediation priorities based upon the results of the |
investigations and risk analyses. At December 31,1997, the costs incurred from preliminary site investigation'

. and risk assessment have been minimal.

Clean Air Act

WREB must comply with the provisions of The Clean Air Act Amendments of 1990 that require a two-
phase reduction in certain emissions. WREB has installed continuous monitoring and reporting equipment to
meet the acid rain requirements. WREB does not expect material capital expenditures to be required to meet
Phase II sulfur dioxide and nitrogen oxide requirements.

Decommissioning

KGE accrues decommissioning costs over the expected life of Wolf Creek. The accrual is based on
,

estimated unrecovered decommissioning costs which consider inflation over the remaining estimated life of the!
generating station and are net of expected earnings on amounts recovered from customers and deposited in an!

external trust fund.

In February 1997, the Kansas Commission approved the 1996 Decommissioning Cost Study. Based on the
study, KGE's share of Wolf Creek's decommissioning costs, under the immediate dismantlement method, is

M., ;. estimated to be approximately $624 million during the period 2025 through 2033, or approximately $192 million
,

- in 1996 dollars. These costs were calculated using an assumed inflation rate of 3.6% over the remaining service

life from 1996 of 29 years.

Decommissioning costs are currently being charged to operating expenses in accordance with prior Kansas
Commission orders. Electric rates charged to customers provide for recovery of these decommissioning costs
over the life of Wolf Creek. Amounts expensed approximated $3.7 million in 1997 and will increase annually to
$5.6 million in 2024. These expenses are deposited in an extemal trust fund. The average after-tax expected

return on trust assets is 5.7%

f
KGE's investment in the decommissioning fund, including reinvested earnings approximated $43.5 million

and $33.0 million at December 31,1997 and 1996, respectively. Trust fund earnings accumulate in the fund

i balance and increase the recorded decommissioning liability.

!
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WESTERN RESOURCES ELECTRIC BUSINESS
(a business unit of Western Resources,Inc.)

.

NOTES TO FINANCIAL STATEMENTS-(Continued)

The SEC has questioned the way electric utilities recognize, measure and classify decommissioning costs
for nuclear electric generating stations in their financial statements. In response to the SEC's questions, the
Financial Accounting Standards Boarri is reviewing the accounting for closure and removal costs, including
decommissioning of nuclear power plants. If current accounting practices for nuclear power plant
decommissioning are changed, the followiag could occur:

~

-KGE's annual decommissioning expense could be higher than in 1997

-The estimated cost for decommissioning could be recorded as a liability (rather than as accumulated' '

depreciation) .

-The increased costs could be recorded as additional investment in the Wolf Creek plant

WREB does not believe that such changes, if required, would adversely affect its operating results due to
its current ability to recover decommissioning costs through rates.

Nuclear Insurance

KGE carries premature decommissioning insurance which has several restrictions. One of these is that it
4 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 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.

The Price-Anderson Act limits the combined public liability of the owners of nuclest 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. The remaining 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 $19.3 million ($37.3 million, KGE'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, KGE's share) in retrospective assessments per incident, per year.

'The Owners carry decontamination liability, premature decommissioning liability and property damage
insurance for Wolf Creek totaling approximately $2.8 billion ($1.3 billion, KGE's share). This insurance is
provided by Nuclear Electric Insurance Limited (NEIL). In the event of an accident, insurance proceeds must
first be used for reactor stabilization and site decontamination. KGE's share of any remaining proceeds can be
used for property damage or premature decommissioning costs. Premature decommissioning coverage applies
only if an accident at Wolf Creek exceeds $500 million in property damage and decommissioning expenses and *

only after trust funds have been exhausted.,;

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, KGE may be subject to retrospective assessments under the current policies of approximately $9
million per year.

Although KGE maintain.' various insurance policies to provide coverage for potential losses and liabilities
resulting from r. accident u an extended outage, KGE's insurance coverage may not be adequate to cover the
costs that cculd resun frm. a catastrophic accident or extended outage at Wolf Creek. Any substantial losses not
covered by iesurance, to the extent not recoverable through rates, would have a material adverse effect on KGE's
financial condition and results of operations.
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WESTERN RESOURCES ELECTRIC BUSINESS

|
(a business unit of Western Resources,Inc.)

t,

| NOTES TO FINANCIAL STATEMENTS-(Contbued)
!

Fuel Commitments

To supply a portion of the fuel requirements for its generating stations, WREB has entered into various
commitments to obtain nuclear fuel and coal. Some of these contracts contain provisions for price escalation and

minimum purchase commitments. At December 31, 1997,. KGE's share of Wolf Creek's nuclear fuel I:

commitments approximated $9.9 million for uranium concentrates expiring at various times through 2001, $35.1
million for enrichment expiring at various times through 2003 and $67.4 million for fabrication expiring at'+.t

various times through 2025.

At December 31,1997, WREB's coal contract commitments in 1997 dollars under the remaining terms of
the contracts were approximately $2.4 billion. The largest coal contract expires in 2020, with the remaining coal
contracts expiring at various times through 2013.

I Energy Act

As part of the 1992 Energy Policy Act, a special assessment is being collected from utilities for a uranium
enrichment decontamination and decommissioning fund. WREB's portion of the assessment for Wolf Creek is

6 ;v " approximately $7 million, payable over 15 years. Management expects such costs to be recovered through the
, , _ ,

L
ratemaking process. j

1'

5. RATE MATTERS AND REGULATION !

Kansas Commission Rate Proceedings

In January 1997, the Kansas Commission approved an agreement that reduced electric rates for both KPL
and KGE. Significant terms of the agreement are as follows: 1

1

!
* The May 19% interim $8.7 million rate reduction for KGE customers was made permanent on February

1,1997.

* kn annual rate reduction of $36 million for KGE customers was implemented on February 1,1997.

* An annual rate reduction of $10 million for KPL customers was implemented on February 1,1997.'

* A rebate of $5 million was provided to WREB's customers in January 1998.

* An annual rate reduction of $10 million for KGE customers will be implemented on June 1,1998.

* A rebate of $5 million will be provided to WREB's customers in January 1999.L ., -
.

* An annual rate reduction of $10 million for KGE customers will be implemented on June 1,1999.
3
' ~ ~ "

.

All rate decreases are cumulative. Rebates are one-time events and do not influence future rates.

F-13
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WESTERN RESOURCES ELECTRIC BUSINESS
f( business unit of Western Resources,Inc.)

NOTES TO FINANCIAL STATEMENTS-(Continued) i'

--

6. SHORT TERM BORROWINGS

During 1997, KGE had arrangements with certain banks to provide unsecured short-term lines of credit on j

a committed basis totaling $100 million. Information regarding WREB's short-term borrowings, comprised of
borrowings under WREB's separate credit agreements and bank loans, is as follows:

December 31 ,

1997 1996

* ' ' On thousands)

Borrowings outstanding at year end:
$200,000 *

Lines o f credit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ -

B ank lo ans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 45,000 22.300

Total............................................. $45,000 $222.300

Weighted average interest rate on debt outstanding at year end
(including fees) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.44 % 5.93 %

Weighted average short-term debt outstanding during the year . . . . . . $22.945 $147.556

g .
Weighted daily average interest rates during the year (including

-

fees)................................................... 6.46% 5.83 %
erg
;;v

Subsequent to December 31. 1997, KGE no longer maintains any separate lines of credit. Short-term
liquidity needs are provided by Western Resources.

7. LONG-TERM DEBT

The amount of Western Resources' first mortgage bonds authorized by its Mortgage and Deed of Trust (the
Western Resources Mortgage), dated July 1,1939. as supplemented, is unlimited. The amount of KGE's first |
mortgage bonds authorized by the KGE Mortgage and Deed of Trust (the KGE Mortgage) dated April 1,1940 !

| as supplemented, is limited to a maximum of $2 billion. Amounts of additional bonds which may be issued are j

| . subject to property, earnings, and certain restrictive provisions of each Mortgage. Electric plant is subject to the j

lien of the Western Resources Mortgage and KGE Mortgage except for transportation equipment. |
i

Debt discount and expenses are being amortized over the remaining lives of each issue, i

,

j. ;; w
.

-2

j.- ,.
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WESTERN RESOURCES ELECTRIC BUSLNESS
, .

(a business unit of Western Resources,Inc.)

NOTES TO FINANCIAL STATEMENTS-(Continued) |
|4

Long-term debt outstanding is as follows: .

December 31.

1997 t996 |
(in thousands)

Western Resources *

y., First mortgage bond series:
7 n % due 1999 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 125.000 $ 125.000
8 % % d ue 2000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 75,000 75,000

7 % d ue 2 002 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100.000 100,000

8 h % due 202 2 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 125,000 125.000

7.6 5 % due 2023 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100,000 100,000

525,000 525,000

Pollution control bond series:
Variable due 203 2( 1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 45,000 45,000

% Variable due 203 2(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30,500 30,500

n '%. 6.00% due 203 3 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 58,420 58,420
.

F 133.920 133.920

KGE
' First mortgage bond series: )

7.60% d u e 200 3 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . 135,000 -135,000

6 h % d ue 2005 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 65,000 65,000

6.20% d uc 2006 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100,000 100.000

300,000 300.000

Pollution control bond series:
5.10% d ue 202 3 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,757 13,822

| ' Variable due 202 7( 3 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21.940 21,940

7.00% d ue 2031 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 327,500 327.500

| Variable due 2032(4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,500 14,500

Variable due 2032(5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,000 10.000 (
387,697 387,762

Less:
Unamortized debt discount . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.719 5.289e . .-

7_.,.
. Lon g-te rm de b t (net) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1.340.898 $1.341.393

Rates at December 31,1997:
(!) 4.00%, (2) 4.05%, (3) 3.95%, (4) 3.85%, (5) 3.89%

* The Western Resources first mortgage bond series and pollution control bond series are specifically
identifiable to the KPL division. Proceeds from this debt have been primarily used to finance KPL

|-
property additions. For this reason, this debt has been reflected in the accompanying Statements of
Financial Position.'

!-
|
|
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| WESTERN RESOURCES ELECTRIC BUSLNESS

|
* (a business unit of Western Resources,Inc.)

~

NOTES TO FINANCIAL STATEMENTS-(Continued)
L

8. LEASES f
At December 31,1997, WREB had leases covering various property and equipment. WREB currently has

no significant capital leases. Rental payments for operating leases and estimated rental commitments are as
follows:

Operating .

Year Ended December 31 Leases

(in thousands)*"

1995 ................................................ $ 60,085

1996 ................................................ 61,170 *

1997 ................................................ 59.996
;

| Future Commitments:
1998 ................................................ 56,220

1999 ................................................ 52.239
47,660

| 2000 ...............................................

i 2001 ................................................ 45,198

k.- 2002 ................................................ 45,179

gi Thereafter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 640.873

[ Total............................................... $887,369

In 1987, KGE sold and leased back its 50% undivided interest in the LaCygne 2 generating unit. The
LaCygne 2 lease has an initial term of 29 years, with various options to renew the lease or repurchase the 50%
undivided interest. KGE remains responsible for its share of operation and maintenance costs and other related
operating costs of LaCygne 2. The lease is an operating lease for financial reporting purposes. Future minimum
annual lease payments, included in the table above, required under the LaCygne 2 lease agreement are
approximately $34.6 million for each year through 2002 and $576.6 million over the remainder of the lease.

The gain realized at the date of the sale of LaCygne 2 has been deferred for financial reporting purposes,
and is being amortized (59.7 million per year) over the initial lease term in proportion to the related lease
expense. KGE's net lease expense was approximately $27.3 million for 1997 and $22.5 million for 1996 and
1095.

9. INCOME TAXES

Income tax expense is comprised of the following components:
.

. , .u
Year Ended December 31.% e

1997 1996 1995
.

(in thousands)
'

Currently Payable:
Federal................................................ ... ..... $52,541 $59,818 $57,111
State............................................................ 12.039 18,449 18,450

Deferred:
Federal............. ...................... (22.602) 9,597 16.391 J.. .... .. .........

State...................................... (4,089) (899) (680).. ...............

Amortization of Investment Tax Credits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (6,083) (6.093) (6,162)

Total Income Tax Expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $31.806 $80.872 $85,110
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|: , WESTERN RESOURCES ELECTRIC BUSINESS
l. (a business unit of Western Resources, Inc.)
|

|- NOTES TO FINANCIAL STATEMENTS-(Continued)
i

|

| Deferred tax assets and deferred tax liabilities are as follows:

l December 31.

1997 1996

(in thousands)

| Deferred Tax Assets:
.. ; . Deferred gain on sale leaseback . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 97.634 $ 99,466'

Other.................................................. 83,033 32.914

Total De ferred Tax Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 180,667 $ 132.380

Deferred Tax Liabilities:
; Accelerated depreciation & other . . . . . . . . . . . . . . . . . . . . . . . . . . $ 615,182 $ $96,311

| Acquisition pre mium . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 298,582 306,662

! Deferred future income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 212,996 191,996

Other.................................................. 34.435 39.737

k. Total Deferred Tax Liabilities . . . . . . . . . . . . . . . . . . . . . . . . . $1.161.195 $1.134.706

N De ferred Investment Tax Credits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 109,703 $ 115.734
L

| Accumulated Defernd Income Taxes, Net . . . . . . . . . . . . . . . . . . . . . . $1.090,231 $1.118.060

in accordance with "arious rate orders, WREB has not yet collected through rates certain accelerated tax
deductions which have been passed on to customers. As WREB believes it is probable that the net future

; increases in income taxes payable will be recovered from customers,it has recorded a deferred asset for these
,

i amounts. These assets are also a temporary difference for which deferred income tax liabilities have been
provided.

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 income. The difference between the effective tax rates and the federal statutory !

I'

income tax rates are as follows:

Year Ended December 31.

1997 1996 1995
- - -

.

Effective income Tax Rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 29 % 32 % 32%'
.

Effect of:

! S tate income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (5) (4) (4)

"/ Amortization of investment tax credits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 2 2

8 4 3
i~'" Corporate.ow ned life insurance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Accelerated depreciation ficw through and amortization, net . . . . . (3) ! !. . .. . . . .....

1Other................................................................
- -

Statutory Federal Income Tax Rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 35 % 35 % 35 %
= = =

|

10. EMPLOYEE DENEFIT PLANS

The following pension, postretirement and postemployment data is based on actuarial estimates of WREB
employees and retirees. These estimates were calculated based on approximately 2,300 employees and 3,070
retired WREB employees who are expected to be transferred from Western Resources to Westar Energy pursuanti

to the Merger Agreement. The amounts presented below are based upon estimates and assumptions which
;
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WESTERN RESOURCES ELECTRIC BUSINESS
(a business unit of Western Resources,Inc.)

NOTES TO FINANCIAL STATEMENTS-(Continued)

Western Resources management believes to be reasonable. A final determination of these amounts will be
computed after all employees and retirees to be transferred have been identified. This calculation will be made
on or aoout the Closing Date which is expected to occur by .mid.1999.

Pension .

.,o
The employees of WREB participate in Western Resources' pension plans, which are 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 retirement. Western Resources' policy is to fund pension costs accrued, subject to limitations set by the
'

Employee Retirement lacome Security Act of 1974 and the Code.

!
I

Salary Continuation

) Certain management employees, including executive officers of WREB, participate in Western Resources'
,

non-qualified Executive Salary Continuation Program..m
:; -

The following tables provide information on the components of pension and salary continuation costs,
funded status and actuarial assumptions for WREB:

Year Ended December 31

| 1997 1996 1995

| (in thousands)

Pension Expense:,

| S e rv ic e c os t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 7.416 $ 7.555 $ 6,862
Interest cost on projected benefit obligation . . . . . . . . . . . . . . . . . . . . . . . 24.860 23.563 21,699

| (Gain) on plan assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (78.000) (45.593) (71,007)
| De ferred investment gain . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 50.878 21,006 49,011

Net amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,N8 1,534 423

j Other........................................................ 3.343 10 4.375

| Net e x pense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 9.545 $ 8.075 $ 11,363
i

i Reconciliation of Funded Status:
Actuarial present value of benefit obligations:

Vested.................................................. $ 254,276 $250,698 $238,517
, *

r 4 ;. No n - v e s te d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14.600 16.742 15.684
i

i Total................................................ $ 268,876 $267,440 $254.201

.

Plan assets (principally debt and equity securities) at fair value . . . . . . . . . . . $ 4N,083 $342,394 $306,064
Projected benefit obligation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 336,498 333,870 317.073

Fu nded status . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 67,585 8.524 (11,009)
Unrecognized transition asset . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 259 288 316

! Unrecognized prior service costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 37,487 40.931 38.342......

Unrecognized net (gain) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (132.466) (70.445) (50.452)
Accrued liability . . . . . . . . . . . . . . $ (27.135) $(20.702) $(22.803)..... ..... ............ . .......
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WESTERN RESOURCES ELECTRIC BUSINESS
(a business unit of Western Resources,Inc.)

,

NOTES TO FINANCIAL STATEMENTS-(Continued) |
1

Year Ended December 31. 1

1997 1996 1995

(in thousands) ,

'

Actuarial Assumptions:
Discoimt rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.50% 7.50 % 7.50 % 1

Annual salary increase rate . . . . . . . . . . . . . . . . . . . . . . . . 3.50 4.75 % 4.75 % 4.75 %

. ~ . . Long-term rate of return . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.00 9.25 % 8.50 9.00% 8.50 9.00%

Postretirement Benefits

WREB accrues the cost of postretirement benefits, primarily medical benefit costs, during the years an
employee provides service.

|| Based on actuarial projections and adoption of the transition method of implementation which allows a
20-year amortization of the accumulated benefit obligation, estimated postretirement benefits expense"

i ; proximated $10.9 million. $10.5 million and $9.6 million for 1997,1996 and 1995, respectively. The following

, ,, f table summarizes the status of WREB's postretirement benefit plans for financial statement purposes and the

.& C related amounts iecluded in the accompanying Statements of Financial Position:<

Year Ended December 31 I

1997 1996 1995

(in thousands)

Reconciliation of Funded Status:
Actuarial present value of postrctirement benefit obligations:

R e t iree s . . . . . . . . . . . . . . . . . . . . . . . 5 53,709 $ 50.698 $ 51.710......... ...............

. Active employees fully eligible . . . . . . . . . . . . . . 6,792 6,660 4.860..............

Active employees not fully eligible . . . . . . . . . . . . . . . . . . . . . . . . . . . 22.834 24.058 21.697

Total................................................. 83.335 81,416 78,267

Fair value of plan assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 75 50 29

Fu n d ed s t a tu s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (83.260) (81,366) (78,238) |

Unrecognized prior service costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4.6%) (5.167) (5.638) j

Unrecognized transition obligation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 61,486 65.564 70,947 '

Unrecognized net (gain) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (745) (1.098) (5.100)

Acented postretirement benefit costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(27.215) $(22.067) $(18.029)

W* Year Ended December 31.

19)7 1996 1995"

Actuarial Assumptions:
Discount rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.50% 7.50 % 7.50 %

Annual salary increase rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.75 % 4.75 % 4.75 %

Long. term rate of retum . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.00 % 9.00 % 9.00 %

For measurement purposes, an annual health care cost growth rate of 9% was assumed for 1997, decreasing

one percent per year to five percent in 2001 and thereafter. The health care cost trend rate has a significant effect
on the accumulated projected benefit obligatior.. Increasing the trend rate by one percent each year would
increase the present value of the accumulated trojected benefit obligation by $2.7 million and the aggregate of
the service and interest cost components by 'd.2 million.
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WESTERN RESOURCES ELECTRIC BUSLNESS
(a bcsiness unit of Western Resources,Inc.)

~ NOTES TO FINANCIAL STATEMENTS-(Continued)-

In accordance with an order from the Kansas Commission, WREB has deferred postretirement and

postemployment expenses in excess of actual costs paid. In 1997, Western Resources received authorization from
the Kansas Commission to invest in AHTC investments. Income from the AHTC investments will be used to
offset the deferred and incremental costs associated with postretirement and postemployment benefits offered to
WREB's employees. The income generated from the AHTC investments replaces the income stream from
corporate-owned life insurance contracts purchased in 1992 and 1993 which was used for the same purpose.

.

.G *

Postemployment Benefits
'

WREB accrues postemployment benefits when the liability has been incurred. Estimated postemployment
benefits have been calculated similar to pension and postretirement benefits. Estimated expense for WREB
employees approximated $3.3 million, $2.8 million and $3.1 million for 1997,1996 and 1995, respectively. At
December 31,1997 and 1996, the estimated liability for these benefits approximated $9.1 million and $8.2
million, respectively. The accounting and future regulatory requirements for postemployment benefits is the same
as for postretirement benefits.

4
Savings< 1.

.V -
Western Resources maintains savings plaas in which substantially all employees of WREB participate.

v

WREB matches employees' contributions up to specified maximum limits. The funds of the plans are deposited
with a trustee and invested at each employee's option in one or more investment funds, including a company
stock fund. WREB's contributions were $3.4 million, $3.1 million and $3.5 million for 1997,1996 and 1995,

respectively.

11. LEGAL PROCEEDINGS

WREB is involved in various legal, environmental and regulatory proceedings. Management believes that

adequate provision has been recorded and accordingly believes that the ultimate dispositions of these matters
will not have a material adverse effect upon WREB's overall financial position or results of operations.

12. 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 practicable to estimate that value as set for+h in Statement of Financial Accounting

Standards No.107 " Disclosures about Fair Value of Financial Instruments."
,

f ' ,] Cash and cash equivalents, short term borrowings and variable-rate debt are carried at cost which
-

approximates fair value. The decommissioning trust is recorded at fair value and is based on the quoted market'

prices at December 31,1997 and 1996. The fair value of fixed-rate debt is estimated based on quoted market
prices for the same or similar issues or on the current rates offered for instruments of the same remaining .

maturities.

The recorded amount of accounts receivable and oth:r current financial instruments approximate fair value.

The fair value estimates presented herein are based on information available at December 31,1997 and 1996.
These fair value estimates have not been comprehensively revalued for the purpose of these financial statements
since that date and current estimates of fair value may differ significantly from the amounts presented herein. -

Because WREB's operations are regulated WREB believes that any gains or losses related to the retirement of
debt would not have a material effect on WREB's fmancial position or results of operations.

F-20
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WESTERN RESOURCES ELECTRIC BUSINESS
(a business unit of Western Resources,Inc.)

NOTES TO FINANCIAL STATES 1ENTS-(Continued),

The carrying values and estimated fair values of WREB's financial instruments at December 31 are as
follows:

December 31.

1997 1996 1997 1996

~
Carrying Value Fair Value

;. (ln thousands)

Decommissioning trust . . . . . . . . . . . . . . . . . . . . . $ 43,514 $ 33,041 $ 43,514 $ 33,041......

Fix ed-rate de bt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,224,677 1,224,742 1,297,127 1,260,721
,

WREB is involved in both the marketing of electricity and risk management services to wholesale electric
customers and the purchase of electricity for WREB's retail customers. In addition to the purchase and sale of
electricity, WREB engages in price risk management activities, including the use of forward contracts, futures,
swap agreements and put and call options. 'the availability and use of these types of contracts allow WREB to
manage and hedge its contractual commitments, reduce its exposure relative to the volatility of cash market
prices and take advantage of selected arbitrage opportunities via open positions. Such open positions during 1997 j

M - were not material to WREB's financial position or results of operations.
'

. v .O In general, WREB does not seek to take significant commodity risk for the purpose of generating margins
in the ordinary course of its trading activities. WREB has established a risk management policy designed to limit
WREB's exposure to price risk, and it continually monitors and reviews this policy to ensure that it is responsive
to changing business conditions. This policy requires that, in general, positions taken with derivatives be offset
by positions in physical transactions or other derivatives. Due to the illiquid nature of the emerging electric
markets, net open positions in terms of price, volume and specified delivery point can occur.

December 31

1997 1996

! Notional Estimated Notional Estimated
Volumes Fair Volumes Fair
(31WH's) Value Gain /(loss) (SIWit'al Value GainAloss)

(in thousands)

Forward contracts . . . . 359,200 $9,086 $202 - - -
.................

Options . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 924,000 1,790 (329) - - -

13. PROPERTY, PIANT AND EQUIPSIENT

The following is a summary of property, plant and equipment:
'' December 31.< ,

{ 1997 1996*

(in thousands)

Electric plant in service . . . . . . . . . . . $5,552,673 $5,437.,783..... .... ...... .... ... ....

Less-Accumulated depreciation . . . . . . . . . . . . . . . . . . 1,895,084 1,778.824,... ........ . .

3,657,589 3,658,959

Construction work in progress . . . . . . . . . . 60,006 68,263... ... . ....... ...

Nuclear fuel (net) . . . . . . . . . . 40,696 38,461
... ... . . .. . ... . .. .. . .. ..

Net Utility Plant . . . 3.758,291 3,765.683....... .. .... .. .. ..... ..... . .. .

Non utility plant in service (net) . . . . . 212 212.. .. . . .. .

Net Property, Plant and Equipment . $3.758.503 $3.765,895
... ... ..... . .. . .. . .
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WESTERN RESOURCES ELECTRIC BUSINESS
(a business unit of Western Resources,Inc.) ;

NOTES TO FINANCIAL STATEMENTS-(Continued)

The carrying value of long. lived assets. including intangibles, are reviewed for impairment whenever events
or changes in circumstances indicate they may not be recoverable.

,

)
14. JOINT OWNERSHIP OF UTILITY PLANTS 1

WREB's Ownership at December 3t,1997
- (

I..'
In Service Accumulated ,

Dates latestment Depreciation Net (MW) Percent |

(dollars in thousands) i
' '

Jun 1973 $ 162.400 $109.481 343 50
LaCygne 1 (a) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Jul 1978 291,624 131,397 617 84 ,

J effrey f (b) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . '

Jeffre y 2(b) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . May 1980
290,468 121,854 617 84

Je ffrey 3(b) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . May 1983 403.046 153,084 605 84 i

Wolf Creek (c) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Sep 1985 1.380,660 399.551 547 47

h. (a) Jointly owned with KCPL
(b) Jointly owned with UtiliCorp.m3
(c) Jointly owned with KCPL and Kansas Electric Power Cooperative. Inc." - ~

Amounts and capacity represent WREB's share. WREB's share of operating expenses of the plants in
service above, as well as such expenses for a 50% undivided interest in LaCygne 2 (representing 334 MW

,

|
capacity) sold and leased back to WREB in 1987, are included in operating expenses in the accompanying

!
Statements of Operations. WREB's share of other transactions associated with the plants is included in the

,

! appropriate classification in WREB's financial statements.

|
|

| 15. RELATED PARTY TRANSACTIONS

WREB engages in various transactions with Western Resources and its affiliates that are characteristic of a
consolidated group under common control. Western Resources has historically provided WREB with various
financial and administrative functions and services for which WREB is charged associated direct costs and
expenses. In addition, certain indirect administrative costs are allocated to the various business divisions of
Western Resources, including WREB principally based on formulas which consider such proportionate variables
as number of customers, number of employees and property balances. The methods utilized, in the opinion of

j Western Resources' management. are reasonable.
t

|-
' Direct and indirect corporate administrative costs including employee benefits, infortnation systems support. -

N .. ;. accounting and office services, and other general and administrative costs charged to WREB by Western
Resources approximated $96 million. $91 million and $95 million in 1997,1996 and 1995, respectively. Such
corporate administrative costs are included in operating and maintenance expense in the accompanying
Statements of Operations. Western Resources provides financing and cash management for WREB through a

'

centralized treasury system. WRI also provides for the liquidity needs of WREB.
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|, WESTERN RESOURCES ELECTRIC Isi)SINESS l

l (a business unit of Western Resources,Inc.)
1

STATEMENTS OF FINANCIAL POSITICN

(unaudited)

March 31 December 31, |

1998 1997 I

(in thousands)

| ASSETS

| Current Assets:"'

Cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 112 $ 114

Accounts receivable (net) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 142,373 150,239
q

Inventories and supplies . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 88,573 83,457 -

Other current asse ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.216 19.097

Total curre nt as se ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 241,274 252.907 i

|Property, Plant and Equipment:
|

Property, plant and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,768,599 5,740.617 |

4 Accumulated depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,028.717) (1,982,114)
1

.;.,9. Property, plant and equipment (net). . . 3.739,882 3.758.503
-

............ ...............

Other Assets: |
1

Regulatory assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 379,784 380,421
'

..... ..

Other.......................................................... 174.508 145.337

Total other assets . . . . . . . . . . . . . . . . . . . . . . 554,292 525.758.... . .. ...........

To tal Asse ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4.535,448 $ 4,537.168

LIABILITIES AND EQUITY IN NET ASSETS
Current Liabilities:

S hort-term debt . . . . . . . . . . . . .. . . . . . . . . . . . . $ $ 45,000-.................... .....

Accounts pay able . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 88,617 139,305

Accrued taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 56,746 47,844

Acc rued interes t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24,073 26,484

Other current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 72,560 65.184............

Total current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 241,996 323,817

: 1 Long Term Liabilities:
Long-term debt (net) . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . 1,340,892 1,340,898' ' ' " ' '

....... ....

Deferred income taxes and investment tax credits . . . . . . . . . . . . . . . . . . . . . . . 1,083,388 1,090.231

Other..................................................... 407,062 418,767.....

Total long-term liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,831,342 2,849,896

Eq ui ty i n Ne t Asse ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,462,110 1,363,455 ;

Total Liabilities and Equity in Net Assets . . . . . . . . . . . . . . $ 4,535.448 $ 4.537,168.. ..
i

See Accompanying Notes to Financial Statements.
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WESTERN RESOURCES ELECTRIC BUSINESS
. (a business unit of Western Resources,Inc.).

STATEMENTS OF OPERATIONS
(unaudited)

For the Three Months
Ended March 3 t.

1998 1997

(in thousands)

Saies................................................................... $305,235 $268.308 -

#^
Cost of Sa les . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 106.214 67.740

G ross Profi t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 199,021 200,568 ,

Operating Expenses:
Operations and maintenance . . . . . . . . 72,869 70,816...................................

Depreciation and amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 40,031 43,708

Selling. General and administrative . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26.814 26.969

Total operating expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 139,714 141.493

yi Income From Operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 59.307 59,075.......

4;ft Other Income (Expense) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,864 (1,438)

Income Before Interest and Taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 64,171 57,637

In te res t Ex pense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24,305 24.985...... ...

Income Before Income Taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 39,866 32,652

In c o m e Tax es . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . , . . . . . . . . . . . . . 10.638 10,780

N e t In co m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 29,228 $ 21.872

<
,
-+ .

. - . , .

.

See Accompanying Notes to Financial Statements.
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i WESTERN RESOURCES ELECTRIC BUSINESS
I .

! (a business unit of Western Resources,Inc.)

STATEMENTS OF EQUITY IN NET ASSETS
(unaudited)

For the Three Months
Ended March 31 |

1998 1997 |

(in thousands)

Equity in Net Assets, beginning of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,363,455 $1.331.838
; :,. . Ne t Inc o me . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 29.228 21,872

Net change i n equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 69.427 155,162

Equity in Net Assets, end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,462.110 $1.508,872

N.-
.. ,

& :; ..
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.

1

|
|
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i

|

See Accompanying Notes to Financial Statements.
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WESTERN RESOURCES ELECTRIC BUSINESS
(a business unit of Western Resources,Inc.)

. -

STATEMENTS OF CAS11 FLOWS
(unaudited)

For the Three Months
Ended March 31.

1998 1997

(in thousands)

Cash Flows From Operating Activities: -

u. Ne t inco me . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 29,228 $ 21,873
40,031 43.708Depreciation and amortization . . . . . . . . . . . . . . . . .. .....................

Changes in working capitalitems: ,

Accounts receivable (net) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,866 25.352

Inventories and other current assets . . . . . . . . . . . . . 3.765 8.716......... .....

Accounts pay able . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (50.688) (4.687)

Accrued liabilities and other current liabilities . . . . 13.866 24.687......... ...... .

Net cash flows from operating activities . . . . . . . . . . . . . . 44,068 119.649.. ..........

Cash Flows From Investing Activities:
5 Additions to property, plant and equipment (net) . . . . . . . . . . . . . . . . . . . . . . . (21.410) (27.957)

m
' li - Net cash flows used in investing activities . . . . . . . . . . . . . . . . . . . . . . . . . (21.410) (27.957)

Cash Flows From Financing Activities:
Debt (repayments) borrowings (net) . . . . . . . . . . . . . . . . . . . . . . . . . (45,000) (212,300). ....

Change in equity in net assets and other . . . . . . . . . . 22.340 120,605 /........ .... ........

Net cash flows used in financing activities . (22.660) (91.695)......... .. ...........

Change in Cash and Cash Equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2) (3)

Cash and Cash Equivalents, Beginning of Year . . . . 114 84. .. ... ...... ......

Cash and Cash Equivalents, End of Year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 112 $ 81

a9 ~

. . ,
.

See Accompanying Notes to Financial Statements.
1
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WESTERN RESOURCES ELECTRIC BUSINESS
(a business unit of Western Resources,Inc.)

NOTES TO INTERlhi FINANCIAL STATEhtENTS
(Unaudited)

1. Financial Statements

The interim financial statements are unaudited but, in the opinion of management of the Westem Resources
Electric Business (WREB), reflect all adjustments (consisting of only normal recurring adjustments) necessary
for a fair presentation of the financial position and operations for such periods in conformity with generally
accepted accounting principles. The operations for any interim period are not necessarily indicative of operations: -

for the full year. These financial statements should be read in conjunction with the audited financial statements
and notes thereto of WREB contained elsewhere in this Registration Statement.

2. Commitments and Contingencies

Manufactured Gas Plant Sites

WREB has been associated with three former manufactured gas sites which may contain coal tar and other
potentially harmful materials. Westem Resources and the Kansas Department of Health and Environment
(KDHE) entered into a consent agreement goveming all future work at the three sites. The terms of the consent

e;Z agreement will allow WREB to investigate these sites and set remediation priorities based upon the results of the
investigations and risk analysis. At March 31,1998, the costs incurred for preliminary site investigation and risk
assessment have been minimal.

Afordable Housing Tax Credit Program (AHTC)

At March 31,1998, WREB had invested approximately $40.6 million to purchase AHTC investments in
limited partnerships. The company is committed to investing approximately $40.5 million more in AHTC I
investments by January 1,2000.

,

;
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ANNEX A

.-

AMENDED AND RESTATED AGREEMENT AND PLAN OF MERGER I

I

BY AND AMONG
%

E WESTERN RESOURCES, INC.,

!

KANSAS GAS AND ELECTRIC COMPANY,

i
NKC, INC., |

|

AND

KANSAS CITY POWER & LIGHT COMPANY I

I
.

* I- Dated as of March 18,1998
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AhlENDED AND RESTATED AGREENIENT AND PLAN OF NIERGER (this " Agreement"), dated as
of hlarch 18, 1998, by and among Westem Resources, Inc., a Kansas corporation (" Western Resources"),

i

Kansas Gas and Electric Company, a Kansas corporation and wholly owned subsidiary of Westem Resources
("KCE"), and NKC, Inc., a newly formed Kansas corporation and wholly owned subsidiary of Western
Resources ("New KC"), on the one hand, and Kansas City Power & Light Company, a blissourt corporation
("KCPL"), on the other hand.

WHEREAS, Western Resources and KCPL entered into an agreement and plan of merger (the " Original
Agreement"), dated as of February 7,1997 (the " Original Execution Date"), and wish to amend and restate the

. -
Original Agreement as specified herein;

'

WHEREAS, Westem Resources' rate regulated electric division ("KPL") is engaged in the production,
purchase, transmission, distribution and sale of electricity (the "KPL Business");

I

WHEREAS, immediately prior to the KCPL Effective Time (as defined in Section 3.3), Westem Resources

will contribute to KGE all of the KPL Assets (as defmed in Section 1.1) and KGE will assume all of the Assumed
Liabilities (as defmed ir, Section 1.2, such contribution and assumption, the " Asset Contribution")), upon the
terms and subject to the conditions set forth in this Agreement;

g WHEREAS, immediately prior to the KGE Effective Time, Western Resources will contribute to KGE
'

shares of Western Resources Common Stock (as defined in Section 1.6 (the " Stock Contribution")), upon the
"N terms and subject to the conditions set forth in this Agreement;

WHEREAS, the boards of directors of each of Western Resources and KGE have approved the Asset
Contribution and the Stock Contribution, upon the terms and subject to the conditions set forth in this Agreement;

WHEREAS, the respective boards of directors of each of KCPL and NewKC have approved the merger of |

KCPL with and into New KC with New KC being the surviving corporation (the "KCPL Merger"), upon the |
terms and subject to the conditions set forth in this Agreement;

WHEREAS, the respective boards of directors of each of New KC, Western Resources and KGE have
approved the merger of KGE with and into New KC with New KC being the surviving corporation (the "KGE
Merger"), upon the terms and subject to the conditions set forth in this Agreement;

WHEREAS, it is intended that, for federal income tax purposes the KGE hierger and the KCPL hierger
shall qualify as a reorganization under the provisions of Section 368(a) of the Internal Revenue Code of 1986, as
amended, and the rules and regulations promulgated thereunder (the " Code");

WHEREAS, for purposes of Section 354(a) of the Code, the Westem Resources Common Stock distributed

;, pursuant to the Western Resources Stock Distribution (as detined in Section 4.1 hereof) shall be treated as stock
- ,; of Western Resources, a party to the reorganization, distributed in pursuance of the plan of reorganization;

WHEREAS, Western Resources, KGE, KCPL and New KC desire to make certain representations,
warranties, covenants and agreements in connection with this Agreement; and

WHEREAS, KCPL and UtiliCorp United, Inc., a Delaware corporation ("UtiliCorp"), were parties to that
certain Amended and Restated Agreement and Plan of hierger among KCPL, KC hierger Sub, Inc., a Delaware
corporation, UtiliCorp and KC United Corp., a Delaware corporation, dated as of January 19,1996, as amended
and restated as of h!ay 20,1996 (the "UtiliCorp Agreement"), which KCPL has temunated in accordance with
the tenns thereof.

NOW, THEREFORE, in consideration of the premises and the representations, warranties, covenants and
agreements contained herein, the parties hereto, intending to be legally bound hereby, agree as follows:

A1



._ __

ARTICLE I

THE CONTRIBtTrioNS

Section I.I The Asset Contribution.

(a) Contribution. Immediately prior to the KCPL Effective Time and as a condition precedent to the
KGE Merger. Western Resources shall contribute, or cause to be contributed, to KGE, and KGE shall acquire,
all of the right, title and interest of Westem Resources in, to and under the assets, property and interests owned
by Western Resources that are used in, or related to or generated by, the KPL Business, of every type, character*

and description, tangible and intangible, real, personal and mixed, accrued, contingent or otherwise, wherever
located and whether or not reflected on the books and records of Western Resources as of the Closing Date (as'

defined in Section 5.1) (the "KPL Assets"), other than securities, the corporate headquarters of Western
Resources and those assets necessary for the operation of Western Resources as a holding company after the

,

Closing Date, the categories of which are described in Section 1.l(b) of the Western Resourex Disclosure
Schedule (as defined in Section 7.2 hereof) (the "Non KPL Assets").

(b) KPL Balance Sheet; Non KPL Assets. Section 1.l(b) of the Western Resources Disclosure Schedule
sets forth (i) an unaudited pro forma balance sheet that represents in all material respects, as of December 31,
1997, the assets and liabilities of KPL, as though the Asset Contribution had been made on such date (the "KPL
Balance Sheet"), and (ii) a list, as of the date hereof, of the Non KPL Assets which are not reflected in such

a balance sheet. The KPL Assets shall include such assets, properties and interests as are necessary to enable New
KC to operate the KPL Business in accordance with past practice. The Non KPL Assets shall not include any'

asset, property or interest as is necessary to operate the KPL Business in accordance with past practice.

(c) KPL Business and KGE at Closing. At the Closing, the KPL Business and KGE will contain
substantially the same assets and liabilities as they did as of December 31,1997, subject to modifications that
reflect ordinary course operation of the KPL Business and KGE in accordance with past practice prior to the
date hereof. Western Resources shall not make or pennit to be made any changes in the accounting methods
used with respect to the KPL Business or KGE, except as required by applicable law, rule, regulation or GAAP.

Section 1.2 Liabiliiics Assumed. Concurrently with the Asset Contribution contemplated in Section 1.1,
KGE shall assume and agree to pay, perform and discharge when due all debts, claims, losses, liabilities, leases
and obligations whatsoever, including, without limitation, debts, indebtedness for borrowed money, guaranties,
liabilities, obligations, and claims with respect to any contracts included in the KPL Business, that arise out of,
or relate to or are generated by, the KPL Assets or the operations of the KPL Business, whether arising before or
after the Asset Contribution and whether known or unknown, fixed or contingent (the " Assumed Liabilities").
The Assumed Liabilities shall also include an aggregate principal amount of indebtedness for borrowed money

| of Westem Resources so that aggregate total indebtedness for borrowed money (including preferred stock) of
,

KGE equals $1.9 billion immediately prior to the KGE Effective Time; provided, however, that the Assumed'

Liabilities shall not include indebtedness for borrowed money of Westem Resources if KGE immediately prior
to the KGE Effective Time already has indebtedness for borrowed money (including preferred stock) of $1.9

-

billion, it being understood that in no case shall the indebtedness for borrowed money (including preferred stock)
of KGE exceed $1.9 billion immediately prior to the KGE Effective Time.

, .

Section 1.3 Retained Liabilities. Except for the Assumed Liacihties, Western Resources shall retain and
have full responsibility for and obligation with respect to all debts, claims, losses, indebtedness for borrowed
money, guarantics, liabilities, leases and obligations whatsoever of Western Resources and its Affiliates (as
defined in Section 6.17 hereof) and Subsidiaries (as defined in Section 6.1 hereof)(other than New KC after the
KGE Effective Time (as defined herein)).

Section L A Instnanents of Transfer. The conveyance, transfer, assignment and delivery of the KPL Assets
to KGE and the assumption of the Assumed Liabilities by KGE shall be effected by one or more assignments,
assumption agreements, regulatory orders and any other transfer documents, as may be necessary, or as KCPL
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may reasonably request. As to the real property interests held in fee included in tne KPL Assets, the conveyances
|, shall be by special warranty deed, subject to Permitted Liens (as detined in Section 7.20).

i Section 1.5 Assignment or Assumption of Contract Rights. Anything in this Agreement to the contrary i
| notwithstanding, this Agreement shall not constitute an agreement to assign or assume any claim, contract, lease, i

commitnent or any claim or right or any benetit arising thereunder or resulting therefrom if an attempted |

| assignment or assumption thereof, without the consent of a third party thereto, would constitute a breach thereof. l
If such consent is not obtained, or if an attempted assignment thereof would be ineffective or would affect the

rights of Western Resources thereunder so that KGE or New KC would not in fact receive all such rights,
Western Resources will cooperate with New KC in arrangements reasonably designed to provide for New KC,
at the expense of New KC, the benefits under any such claims, contracts, licenses, leases or commitments,

'

including, without limitation, enforcement for the benefit of New KC of any and all rights of Western Resources
against a third pasty thereto arising out of the breach or cancellation by such third party or otherwise; and any
transfer or assignment to New KC by Westem Resources of any property or property rights or any contract or
agreement which shall require the consent or approval of any third party shall be made subject to such consent
or approval being obtained; provided however, that any third party consents to the assignment of such contracts
shall provide that Westem Resources shall be released in full from its obligations under such contracts.

Section i.6 The Stock Contribution.

2g Immediately prior to the KGE Effective Time and as a condition precedent to the KGE Merger, Western
- Resources shall contribute, or cause to be contributed, to KGE, shares of partly paid Western Resources Common

' - Stock, par value $5.00 per share (the " Western Resources Common Stock"). The amount of Western Resources

Common Stock to be contributed to KGE pursuant to this Section shall be equal to the product of(x) the number
of shares of Common Stock, without par value, of KCPL ("KCPL Common Stock")(other than shares of KCPL
Common Stock beneficially owned by Westem Resources or KCPL, Dissenting Shares (as defined in Section
2.4(a)) and shares (or any portion thereof) of KCPL Common Stock in respect of which cash is to be paid in lieu
of fractional shares pursuant to Section 4.1) issued and outstanding immediately prior to the Stock Contribution
times (y) the Conversion Ratio. The term " Conversion Ratio" means the quotient (rounded to the nearest
1/100,000) determined by dividing $23.50 by the Westem Resources Index Price (as defined below); provided,
however, that if the Western Resources Index Price (i) is greater than $58.46, the Conversion Ratio shall be fixed
at 0.449,provided that if 0.449 multiplied by the Western Resources index Price exceeds $30.00, the Conversion
Ratio shall mean the quotient (rounded to the nearest 1/100,000) obtained by disiding $30.00 t>y the Westem
Resources Index Price, (ii) is greater than $55.03 but less than or equal to $58.46, the Conversion Ratio shall
mean the quotient (rounded to the nearest 1/100,000) obtained by dividing $26.25 by the Westem Resources

i

Index Price, (iii) is greater than $52.41 but less than or equal to $55.03, the Conversion Ratio shall be fixed at '

O.477, (iv) is greater than $50.00 but less than or equal to $52.41, the Conversion Ratio shall mean the quotient
(rounded to the nearest 1/100,000) determined by dividing $25.00 by the Western Resources Index Price, (v) is
greater than $47.00 but less than or equal to $50.00, the Conversion Ratio shall be fixed at 0.500. (vi) is greater
than $35.01 but less than or equal to $38.27, the Conversion Ratio shall be fixed at 0.614,(vii) is greater than
$29.78 but less than or equal to $35.01, the Conversion Ratio shall mean the quotient (rounded to the nearest

| 1/100,000 obtained by dividing $21.50 by the Western Resources Index Price or (viii) is less than or equal tor

$29.78, the Conversion Ratio shall be fixed at 0.722. The term "Westem Resources Index Price" means the
aggregate of the average of the high and low sales prices of Westem Resources Common Stock (as reported on
the New York Stock Exchange (the "NYSE") Composite Transactions reporting system as published in The Wall
Street Journal or, if not published therein, in another authoritative source) on each of the twenty consecutive
NYSE trading days ending the tenth NYSE trading day immediately preceding the KGE Effective Time, divided
by 20. Notwithstanding the foregoing, no certificates or scrip representing fractional shares of Western Resources
Common Stock shall be contributed to KGE in the Stock Contribution.

Section 1.7 Certain Taxes. Each of New KC (after the KGE Merger) and Western Resources shall pay
one half of the total of (i) all transfer, stamp, sales or use Taxes (as defined in Section 6.9) and any filing,
recording, regulatory or similar fees or assessments payable or determined to be payable in connection with the
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execution, delivery or performance of this Agreement or the transactions contemplated hereby and (ii) all costs
and expenses incurred by Western Resources or KGE arising out of or relating to obtaining any third party

~ consents and approvals in connection with the Asset Contribution and the KGE hierger.^

ARTICLE II

htERGER OF KCPL WrrH AND INTo NEW KC

Section 2.1 The KCPL 3ferger. Upon the terms and subject to the conditions of this Agreement, at the
KCPL Effective Time (as defined in Section 2.3), KCPL shall be merged with and into New KC in accordance ,

with the laws of the States of hiissouri and Kansas. New KC shall be the surviving corporation in the KCPL
hierger and shall continue its corporate existence under the laws of the State of Kansas. The effects and the

,

consequences of the KCPL hierger shall be as set forth in Section 2.2. ,

Section 2.2 Egects of the KCPL Aferger. At the KCPL Effective Time,(i) the Articles of Incorporation of
New KC, as in effect immediately prior to the KCPL Effective Time, shall be the articles of incorporation of
New KC (the "New KC Articles") until thereafter amended as provided by law and the New KC Articles, and
(ii) the by laws of New KC, as in effect immediately prior to the KCPL Effective Time, shall be the by-laws of
New KC (the *fNew KC By laws") until thereafter amended as provided by law, the New KC Articles, and
such by laws. Subject to the foregoing, the additional effects of the KCPL hierger shall be as provided in the
applicable provisions of the General and Business Corporation Law of hiissouri (the "AfGBCL") and the

, , , ' General Corporation Code of the State of Kansas (the "KGCC").
1-

Section 2.3 Efective Time of the KCPL 3ferger. On the Closing Date, a certificate of merger shall be
executed and filed by New KC and KCPL with the Secretary of State of the State of Kansas pursuant to the
KGCC and articles of merger shall be executed and filed with the Secretary of State of the State of hiissouri
pursuant to the htGBCL, The KCPL hierger shall become effective upon the certification by the Secretary of
State of the State of Kansas that the certificate of merger relating to the KCPL hierger has been duly filed (the'

"KCPL Efective Time").

[
Section 2.4 Efect of the KCPL oferger on KCPL and New KC Capital Stock.

!

(a) Capital Stock of KCPL, As of the KCPL Effective Time, by virtue of the KCPL hierger and upon'

surrender by any holder of shares of KCPL Common Stock of such shares, subject to Section 2.4(b) and Section
2.4(d), each issued and outstanding share of KCPL Common Stock (other than shares of KCPL Common Stock

i
beneficially owned by KCPL either directly or through a wholly owned Subsidiary and shares of KCPL Common

1- Stock (" Dissenting Shares") that are owned by shareholders (" Dissenting Shareholders") exercising appraisal
rights pursuant to Section 351.455 of the htGBCL), shall represent one fully paid and nonassessable share of
Series A Common Stock, without par value, of New KC ("New KC Series A Common Stock"). As of the KCPL
Effective Time, by virtue of the KCPL hierger and without any action on the part of Westem Resources, eachI

share of New KC Series A Common Stock previously owned by Western Resources shall be cancelled, ,
,

_,,

(b) Cancellation of Certain KCPL Common Stock and New KC Common Stock. As of the KCPL
Effective Time, by virtue of the KCPL hierger and without any action on the part of any holder of any capital
stock of KCPL or New KC, any shares of KCPL Common Stock or New KC Common Stock that are owned by

*

KCPL as treasury stock er otherwise or by New KC or by any wholly owned Subsidiary of New KC or KCPL
f

.

shall be canceled and retired and shall cease to exist and no stock of New KC or other consideration shall be!

issued or delivered in exchange therefor.

(c) Redemption of KCPL Preferred Stock, Prior to the KCPL Effective Time, the Board of Directors
of KCPL shall call for redemption all outstanding shares of KCPL Preferred Stock (as defined in Section 6.3) at
a redemption price equal to the amount set forth in the Restated Articles of Consolidatien of KCPL, together
with all dividends accrued and unpaid to the date of such redemption and take all other required actions so that
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{ all shares of KCPL Preferred Stock shall be redeemed and no such shares shall be deemed to be outstanding at
| the KCPL Effective Time or entitled to vote on the approval of this Agreement and the transactions contemplated

hereby.

(d) Dissenters' Rights. No Dissenting Shareholder shall be entitled to shares of New KC Series A
Common Stock or cash in lieu of fractional shares thereof or any distributions pursuant to this Article 11 ori

I Section 4.1 unless and until the holder thereof shall have failed to perfect or shall have effectively withdrawn or
lost such holder's right to dissent from the KCPL hierger under the htGBCL, and any Dissenting Shareholder

| shall be entitled to receive only the payment provided by Section 351.455 of the htGBCL with respect to shares
| of KCPL Common Stock owned by such Dissenting Shareholder. If any Person who otherwise would be deemed

, , a Dissenting Shareholder shall have failed to perfect properly or shall have effectively withdrawn or lost the right
to dissent with respect to any shares of KCPL Common Stock, such shares of KCPL Common Stock shall
thereupon be treated as though such shares of KCPL Common Stock had been converted into shares of New KC
Series A Common Stock pursuant to Section 2.4(a) hereof, and, to the extent such failure, withdrawal or loss
occurs subsequent to the Closing Date, Western Resources and New KC shall issue shares of Westem Resources

Common Stock and New KC Series A Common Stock in accordance with Sections 1.6 and 2.4(a), respectively,
of this Agreement. KCPL shall give Western Resources and New KC (i) prompt notice of any written demands
for appraisal, attempted withdrawals of such demands, and any other instruments served pursuant to applicable
law received by KCPL relating to shareholders' rights of appraisal and (ii) the opportunity to direct all
negotiations and proceedings with respect to demand for appraisal under the htGBCL. KCPL shall not, except

~
with the prior written consent of Western Resources and New KC, voluntarily make any payment with respect to
any demands for appraisals of Dissenting Shares, offer to settle or settle any such demands or approve anyo ,

withdrawal of any such demands.

Section 2.5 Debt of New KC. Immediately after the KCPL Effective Time but prior to the KGE Effective
Time (as defined in Section 3.3), New KC shall cause KLT, Inc., a wholly owned subsidiary of New KC as a
result of the KCPL hierger ("KLT'), to assume any indebtedness for borrowed money of New KC in excess of
$800 million aggregate principal amount (including preferred stock).

Section 2.6 Name of New KC. Prior to the KCPL Effective Time, Western Resources and KCPL shall
agree as to a new name for New KC and shall take all actions necessary to change its name.

ARTICLE 111

htERGER OF KGE WrrH AND INro NEw KC

Section 3.1 The KGE Aterger. Upon the terms and subject to the conditions of this Agreement, at the KGE
Effective Time, KGE shall be merged with and into New KC in accordance with the laws of the State of Kansas.
New KC shall be the surviving corporation in the KGE hierger and shall continue its corporate existence under
the laws of the State of Kansas. New KC after the KGE Effective Time is sometimes referred to herein as the

. , .
- " Surviving Corporation. " The effects and the consequences of the KGE hierger shall be as set forth in Section

3.2.

Section 3.2 Elfects of the KGE &ferger.

(a) New KC Articles and By. Laws. At the KGE Effective Time,(i) the articles of incorporation of New
KC, as in effect immediately prior to the KGE Effective Time, shall be the articles of incorporation of the
Surviving Corporation, until thereafter amended as provided by law and the New KC Articles, and (ii) the by.
laws of New KC as in effect immediately prior to the KGE Effective Time, shall be the by-laws of the Surviving

,
Corporation, until thereafter amended as provided by law, the New KC Articles, and such by-laws. Subject to

| the foregoing, the additional effects of the KGE hierger shall be as provided in the applicable provisions of the
t KGCC.
|
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Westem Resources shall not exercise dissenters' rights under the KGCC with
(b) Dissenters' Rights.

respect to the KGE Merger.

Section 3.3 Efective Time of the KCE Merger. On the Closing Date, a certificate of merger shall be
executed and filed by New KC and KGE with the Secretary of State of the State of Kansas pursuant to the

' ~

KGCC. The KGE blerger shall become effective upon the certification by the Secretary of State of the State of
Kansas that the certificate of merger relating to the KGE Merger has beca duly filed (the "KGE Efective Time").
provided, that, the KGE Effective Time shall occur after the KCPL Effective Time.

Section 3.4 Efect of the KGE Merger on KGE Capital Stock. As of the KGE Effective Time, by virtue of
the KGE Merger and without any action on the part of Westem Resources all of the issued and outstanding shares

.

of Common Stock, without par value, of KGE ("KGE Common Stock"), shall be converted into and become
such number of shares of Series B Common Stock, without par value, of New KC ("New KC Series B Common. . -

Stock"), representing, assuming there are no Dissenting Shares,80.1% of the fully diluted outstanding shares of*

New KC. Immediately after consummation of the KCPL Merger and the KGE Merger, assuming there are no
Dissenting Shares, the outstanding shares of New KC Series A Common Stock to be issued pursuant to Section
2.4(a) shallconstitute 19.9% of the fully diluted outstanding shares of New KC.

As of the KGE
Section 3.S Efect of the KGE Merger on Certain Western Resources Common Stock.

Effective Time, by virtue of the KGE Merger the Westem Resources Common Stock contributed to KGE
pursuant to Section 1.6 hereof shall become fully paid and nonassessable.

q.

[' ~

- m
ARTICLE IV

AcorrtoNAL, TRANSACTIONS

Section 4.1 Distribution of Western Resources Common Stock. Immediately after the KGE Etfective
,

Time, New KC shall, in connection with the KGE Merger, distribute to holders of New KC Series A Common
i

Stock the Western Resources Common Stock contributed to KGE pursuant to the Stock Contribution to each
holder of New KC Series A Common Stock (including any shares of Western Resources Common Stock issuedj
pursuant to Section 2.4(d), the " Western Resources Stock Distribution"). Each share of New KC Series A1

Common Stock shall be entitled to receive a distribution of that number of shares of Western Resources Common
Stock equal to the product of (a) the number of shares of Western Resources Common Stock contributed to KGE
pursuant to the Stock Contribution times (b) a quotient, the numerator of which is 1 and the denominator of
which is the total number of shares of New KC Series A Common Stock issued and outstanding immediately

after the KCPL Effective Time. The number of shares of New KC Series A Common Stock and the number of
4

!

shares of Western Resources Common Stock, respectively, to be issued in the KCPL Merger to holders of KCPL
i

Common Stock and distributed in the Western Resources Stock Distribution to holders (other than Western
Resources) of New KC Series A Common Stock are together sometimes referred to herein as the " Aggregate
Consideration." Notwithstanding the foregoing, no certificates or scrip representing fractional shares of Western
Resources Common Stock shall be distributed pursuant to this Section 4.1. A holder of New KC Series A *

M /,. Common Stock who would otherwise have been entitled to a fractional share of Westem Resources Common
i

'

Stock shall be entitled to receive a cash payment in lieu of such fractional share in an amount equal to the product
F

of such fraction multiplied by the Western Resources Index Price, without any interest thereon.
.

Section 4.2 Distribution of KLT Capital Stock to Western Resources. Immediately after the KGB Effective
Time, New KC shall distribute to Western Resources all of the outstanding shares of capital stock of . LT (theK

i

"KLTStock Distribution").'

Section 4.3 Conversion of New KC Series B Common Stock Owned by Western Resources. Immediately
after the Western Resources Stock Distribution, without any action on the part of Western Resources, each share
of New KC Series B Common Stock owned by Western Resources shall automatically represent one fully paid

and nonassessable share of New KC Series A Common Stock (the " Series B Conversion").

A.6
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ARTICLE V

THE Ct.OstNG

| Section 5.1 Closing. The closing of the transactions contemplated hereby (the " Closing") shall take place
at the offices of Sullivan & Cromwell,125 Broad Street, New York, NewYork 100(M at 10:00 A.51., local time,I

on the tenth NYSE trading day immediately following the date on which the last of the conditions set forth in
| Article X hereof is fulfilled or has been waived or at such other time, date and place as Westem Resources and
j KCPL shall mutually agree (the " Closing Date").

! ARTICLE VI
,

,

REPRESENTATIONS AND WARRANTIES OF KCPL;

KCPL makes the following representations and warranties to Western Resources, KGE and New KC: i

i Section 6.1 Organi:ation and Qualification. KCPL and each of the KCPL Subsidiaries (as defined below) '

is a corporation or other entity duly organized, validly existing and in good standing under the laws of its
jurisdiction of incorporation or organization, has all requisite power and authority, and has been duly authorized
by all necessary approvals and orders a own, lease and operate its assets and properties to the extent owned,
leased and operated and to carry on its business as it is now being conducted and is duly qualified and in good

4 standing to do business in each jurisdiction in which the nature of its business or the ownership or leasing of its
- assets and properties makes such qualification necessary other than in such jurisdictions where the failure so to

qualify would not have a KCPL Afaterial Adverse Effect (as defined in Section 6.6). As used in this Agreement, |

the term " Subsidiary" of a person shall mean any corporation or other entity (including partnerships and other
business associations) of which at least a majority of the voting power represented by the outstanding capital
stock or other voting securities or interests having voting power under ordinary circumstances to elect a majority
of the directors or similar members of the governing body of such corporation or entity shall at the time be held,
directly or indirectly, by such person. The term "KCPL Subsidiary" shall mean a Subsidiary of KCPL in which
KCPL's equity investment exceeds $25 million.

Section 6.2 Subsidiaries. ' Section 6.2 of the schedule delivered by KCPL to Western Resources on the

date hereof (the "KCPL Disclosure Schedule") sets forth a list as of the date hereof of all the KCPL
Subsidiaries. Neither KCPL nor any of the KCPL Subsidiaries is a " holding company," a " subsidiary
company" or an " affiliate" of any public utility company within the meaning of Section 2(a)(7),2(a)(8) or
2(a)(I1) of the Public Utility Holding Company Act of 1935, as amended (the "1935 Act"), respectively, and
none of the KCPL Subsidiaries is a "public utility company" within the meaning of Section 2(a)(5) of the 1935 |

Act. Except as set forth in Section 6.2 of the KCPL Disclosure Schedule all of the issued and outstanding shares )
of capital stock of each KCPL Subsidiary are validly issued, fully paid, nonassessable and free of preemptive

|
rights, and are owned, directly or indirectly, by KCPL free and clear of any tiens, claims, encumbrances, security |

interests, charges and options of any nature whatsoever and there are no outstanding subscriptions, options, calls, |
'

contracts, voting trusts, proxies or other commitments, understandings, restrictions, arrangements, rights or |

warrants, including any right of conversion or exchange under any outstanding security, instrument or other |
. ,

agreement, obligating any such KCPL Subsidiary to issue, deliver or sell, or cause to be issued, delivered or
sold, additional shares of its capital stock or obligating it to grant, extend or enter into any such agreement or
commitment.

|
Section 6.3 Capitali:ation. As of the date hereof, the authorized capital stock of KCPL consists of

150,000,000 shares of KCPL Common Stock, without par value,401,157 shares of Cumulative Preferred Stock,
par value $100.00 per share ("KCPL Cumulative Preferred"), 1,572,000 shares of Cumulative No Par Preferred
Stock, without par value ("KCPL No Par Preferred"), and 11,000,000 shares of Preference Stock, without par
value ("KCPL Preference Stock")(KCPL Cumulative Preferred, KCPL No Par Preferred and KCPL Preference

| Stock hereinafter collectively referred to as the "KCPL Preferred Stock"). At the close of business on hlarch 17,
j 1998, (i) 61,908,726 shares of KCPL Common Stock were issued, not more than 10.000,000 shares of KCPL

|

,
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Common Stock were reserved for issuance pursuant to KCPL's Long Term Incentive Plan and Employee Savings
Plus Plan (401(k) Plan) and Dividend Reinvestment Plan (such Plans, collectisely, the "KCPL Stock Plans"),
(ii) 35,811 shares of KCPL Common Stock were held by KCPL in its treasury or by its wholly owned

shares of KCPL Cumulative Preferred were issued and of such issued shares,8,934Subsidiaries, (iii) 399,557
were held by KCPL in its treasury or by its wholly owned Subsidiaries, (iv) 500,000 shares of KCPL No Pat
Preferred were outstanding and none were held by KCPL or its Subsidiaries in its treasury (v) no shares of
KCPL Preference Stock were outstanding, (vi) Sl50,000,000 of Company-Obligated Mandatority Redeemable
Preferred Securities of a subsidiary trust holding solely KCPL Subordinated Debentures, and (vii) no bonds,!

debentures, notes or other indebtedness having the right to vote (or convertible into securities having the right to
vote) on any matters on which shareholders may vote (" Voting Debt"), were issued or outstanding. All

,

outstanding shares of KCPL Common Stock and KCPL Preferred Stock are validly issued, fully paid and
nonassessable and are not subject to preemptive rights As of the date hereof, except as set forth in Section 6.3

-

of the KCPL Disclosure Schedule or pursuant to this Agreement and the KCPL Stock Plans, there are no options,|

warrants, calls, rights, commitments or agreements of any character to which KCPL or any Subsidiary of KCPL
*

i

| is a party or by which any of them are bound obligating KCPL or any Subsidiary of KCPL to issue, deliver or
sell, or cause to be issued, delivered or sold, additional shares of capital stock or any Voting Debt securities of
KCPL or any Subsidiary of KCPL or obligating KCPL or any Subsidiary of KCPL to grant, extend or enter into
any such option, warrant, call, right, commitment or agreement. Except as set forth in Section 6.3 of the KCPL
Disclosure Schedule, or other than in connection with the KCPL Stock Plans, after the KGE Effective Time,i

there will be no option, warrant, call, right, commitment or agreement obligating KCPL or any Subsidiary ofy KCPL to issue, deliver or sell, or cause to be issued, delivered or sold, any shares of capital stock or any Voting
f. Debt of KCPL or any Subsidiary of KCPL or obligating KCPL or any Subsidiary of KCPL to grant, extend or

1-

enter into any such option, warrant, call, right, commitment or agreement.
,

Section 6.4 Authoriry; Non-Contravention: Statutory Approvals: Compliance.

KCPL has all requisite power and authority to enter into this Agreement and, subject the(a) Authority.
receipt of the applicable KCPL Shareholders' Approval (as defined in Section 6.13) and the applicable KCPL
Required Statutory Approvals (as defined in Section 6.4(c)), to consummate the transactions contemplated
hereby. The execution and delivery of this Agreement and the consununation by KCPL of the transactions
contemplated hereby have been duly authorized by all necessary corporate action on the part of KCPL, subject

t

to obtaining the applicable KCPL Shareholders' Approval. This Agreement has been duly and validly executed
and delivered by KCPL and, assuming the due authorization, execution and delivery hereof by Western
Resources and KGE, constitutes the valid and binding obligation of KCPL enforceable against it in accordance
with the terms of this Agreement,

(b) Non Contravention. Except as set forth in Section 6.4(b) of the KCPL Disclosure Schedule, the
execution and delivery of this Agreement by KCPL does not, and the consummation of the transactions
contemplated hereby will not, in any respect, violate, contlict with or result in a material breach of any provision
of, or constitute a material default (with or without notice or lapse of time or both) under, or result in the
termination or modification of, or accelerate the performance required by, or result in a right of termination,

-

cancellation or acceleration of any obligation or the loss of a material benefit under, or result in the creation of|,e

any material tien, security interest, charge or encumbrance upon any of the properties or assets of KCPL or any|

|of the KCPL Subsidiaries (any such violation, contlict, breach, default, right of termination, modification,
.

cancellation or acceleration, loss or creation, is referred to herein as a " Violation" with respect to KCPL and j

such term when used in Article VII having a correlative meaning with respect to Westem Resources and KGE) [
i

pursuant to any provisions of (i) the Restated Articles of Consolidation, by laws or similar governing documents
of KCPL or any of the KCPL Subsidiaries,(ii) subject to obtaining the KCPL Required Statutory Approvals and
the receipt of the KCPL Shareholders' Approval, any statute, law, ordinance, rule, regulation, judgment, decree,
order, injunction, writ, permit or license of any Governmental Authority (as defined in Section 6.4(c)) applicable
to KCPL or any of the KCPL Subsidiaries or any of their respective properties or assets or (iii) subject to
obtaining the third-party consents set forth in Section 6.4(b) of the KCPL Disclosure Schedule (the "KCPL
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Required Consents"), any material note, bond, mortgage, indenture, deed of trust, license, franchise, permit,
concession, contract, lease or other instrument, obligation or agreement of any kind to which KCPL or any of
the KCPL Subsidiaries is a party or by which it or any of its properties or assets may be bound or affected,
except in the case of clause (ii) or (iii) for any such Violation which would not have a KCPL hlaterial Adverse
Effect.

(c) Statutory Approvals. No declaration, filing or registration with, or notice to or authorization, consent
or approval of, any court, federal, state, local or foreign governmental or regulatory body (including a stock
exchange or other self regulatory body) or authority (each, a " Governmental Authority") is necessary for the
execution and delivery of this Agreement by KCPL or the consummation by KCPL of the transactions
contemplated hereby except as described in Section 6.4(c) of the KCPL Disclosure Schedule or the failure of-

which to obtain would not result in a KCPL hlaterial Adverse Effect (the "KCPL Required Statutory
Approvals," it being understood that references in this Agreement to " obtaining" such KCPL Required

|
Statutory Approvals shall mean making such declarations, tilings or registrations; giving such notices; obtaining
such authorizations, consents or approvals; and having such waiting periods expire as are necessary to avoid a
violation of law).

(d) Compliance, Except as set forth in Section 6.7, Section 6.10, or Section 6.11 of the KCPL Disclosure
Schedule, or as disclosed in the KCPL SEC Reports (as defined in Section 6.5) filed prior to the date hereof,

h, neither KCPL nor any of the KCPL Subsidiaries is in violation of, is, to the knowledge of KCPL, under

| - investigation with respect to any violation of, or has been given notice or been charged with any violation of,
"' any law, statute, order, rule, segulation, ordinance or judgment (including, without limitation, any applicable

environmental law, ordinance or regulation) of any Governmental Authority, except for possible violations which
individually or in the aggregate would not have a KCPL hlaterial Adverse Effect. Except as set forth in Sections
6.7,6.10 and 6.11 of the KCPL Disclosure Schedule or as disclosed in the KCPL SEC Reports filed prior to the
date hereof, KCPL and the KCPL Subsidiaries have all permits, licenses, franchises and other governmental
authorizations, consents and approvals necessary to conduct their businesses as presently conducted which are
material to the operation of the businesses of KCPL and the KCPL Subsidiaries. Neither KCPL nor any of the
KCPL Subsidiaries is in breach or violation of or in default in the performance or observance of any term or
provision of, and no event has occurred which, with lapse of time or action by a third party, could result in a

i default by KCPL or any KCPL Subsidiary under (i) its articles of incorporation or by-laws or (ii) any contract,

i commitment, agreement, indenture, mortgage, loan agreement, note, lease, bond, license, approval or other
I instrument to which it is a party or by which KCPL or any KCPL Subsidiary is bound or to which any of its

property is subject, except for possible violations, breaches or defaults which individually or in the aggregate
would not have a KCPL Ntaterial Adverse Effect.

| Section 6.5 Reports and Financial Statements. The filings required to be made by KCPL and the KCPL
Subsidiaries since January 1,1994 under the Securities Act of 19D as amended (the " Securities Act"); the

|
Securities Exchange Act of 1934, as amended (the "& change Act"); the 1935 Act; the Federal Power Act (the
" Power Act"); the Atomic Energy Act of 1954, as amended (the " Atomic Energy Act") and applicable state
public utility laws and regulations have been filed with the Securities and Exchange Commission (the "SEC"),"

the Federal Energy Regulatory Commission (the "FERC"), the Nuclear Regulatory Commission ("NRC") or
the appropriate state public utilities commission, as the case may be, including all forms, statements, reports,
agreements (oral or written) and all documents, exhibits, amendments and supplements appertaining thereto, and
complied, as of their respective dates, in all material respects with all applicable requirements of the appropriate
statutes and the rules and regulations thereunder, except for such filings the failure of which to have been made
or to so comply would not result in a KCPL hlaterial Adverse Effect. "KCPL SEC Reports" shall mean each
report, schedule, registration statement and definitive proxy statement filed with the SEC by KCPL pursuant to
the requirements of the Securities Act or Exchange Act since January 1,1994 (as such documents have since the
time of their tiling been amended). As of their respective dates, the KCPL SEC Reports did not contain any
untrue statement of a material fact or omit to state a material fact required to be stated therein or necessary to
make the statements therein, in light of the circumstances under which they were made, not misleading. The
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audited consolidated financial statements and unaudited interim tinancial statements of KCPL included in the
i

KCPL SEC Reports (collectively, the "KCPL Financial Statements") have been prepared in accordance with
generally accepted accounting principles applied on a consistent basis ("GAAP")(except as may be indicated
therein or in the notes thereto and except with respect to unaudited statements as permitted by Form 10-Q of the
SEC) and fairly present the financial position of KCPL as of the dates thereof and the results of its operations
and cash flows for the periods then ended, subject, in the case of the unaudited interim financial statements, to;

normal, recurring audit adjustments. True, accurate and complete copies of the Restated Articles of Consolidation
and by !aws of KCPL, as in effect on the date hereof, are included (or incorporated by refeience) in the KCPL
SEC Reports.

*

Section 6.6 Absence of Certain Changes or Dents. Except as disclosed in Section 6.6 of the KCPL-
.

Disclosure Schedule and in the KCPL SEC Reports filed prior to the date hereof, since December 31, 1996,
KCPL and each of the KCPL Subsidiaries have conducted their business only in the ordinary course of business
consistent with past practice (except that the operations of KLT and KCPL's marketing business have been *

conducted in the ordinary course of business consistent witi the KCPL Business Plan (as defmed in Section 8.1))
and there has not been any KCPL hiaterial Adverse Effect. For purposes of this Agreement, a "KCPL Material
Adverse Effect" shall mean the existence of any fact or condition which has or is reasonably likely to have a
material adverse effect on the business, assets, tinancial condition, results of operations or prospects of KCPL
and the KCPL Subsidiaries taken as a whole.

A' Section 6.7 Litigation. Except as disclosed in the KCPL SEC Reports fded prior to the date hereof or as
set forth in Sections 6.7,6.9,6.10 or 6.11 of the KCPL Disclosure Schedule,(a) there are no claims, suits, actions. .,

or proceedings by any court, governmental department, commission, agency, instrumentality or authority or any
arbitrator, pending cr, to the knowledge of KCPL, threatened, nor are there, to the knowledge of KCPL, any

| investigations or reviews by any court, governmental department, commission, agency, instrumentality or
j authority or any arbitrator pending or threatened against, relating to or affecting KCPL or any of the KCPL

Subsidiaries which would have a KCPL h!aterial Adverse Effect, (b) there have not been any significant
developments since December 31, 1996 with respect to such disclosed claims, suits, actions, proceedings,
investigations or reviews that would have a KCPL hlaterial Adverse Effect and (c) there are no judgments,

' decrees, injunctions, rules or orders of any court, governmental departmem. commission, agency, instrumentality
or authority or any arbitrator applicable to KCPL or any of the KCPL Sulmdiaries, except for such that would
not have a KCPL hlaterial Adverse Effect.

Section 6.8 Registration Statement and Prary Statement. None of the information supplied or to be
supplied by or on behalf of KCPL for inclusion or incorporation by reference in (a) the registration statement on
Form S 4 or any post effective amendment to a registration statement on Form S 4 to be filed with the SEC by
Western Resources and New KC in connection with the issuance of shares of Westem Resources Common Stock
and New KC Common Stock (as defined in Section 7.3) pursuant to the transactions contemplated hereby (the
" Registration Statement") will, at the time the Registration Statement is filed with the SEC and at the time it
becomes effective under the Securitics Act, contain any untrue statement of a material fact or omit to state any

; material fact required to be stated therein or necessary to make the statements therein not misleading and (b) the .,'
joint proxy statement, in definitive form, relating to the meetings of KCPL and Western Resources shareholders
to be held in connection with the KCPL hiciger and KGE hierger and the transactions related thereto (the
"Prary Statement") will, at the dates mailed to shareholders and at the times of the meetings of shareholders to

*
be held in connection with the KCPL hierger and KGE Nterger, contain any untrue statement of a material fact
or omit to state any material fact required to be stated therein or necessary in order to make the statements
therein, in light of the circumstances under which they are made, not misleading. The Registration Statement-

and the Proxy Statement will comply as to form in all material respects with the provisions of the Securities Act
and the Exchange Act and the rules and regulations thereunder.

Section 6.9 Tar Matters. " Tares," as used in this Agreement, means any federal, state, county, local or
foreign taxes, charges, fees, levies or other assessments, including all net income, gross income, sales aad use,
ad valorem, transfer, gains, profits, excise, franchise, real and personal property, gross receipt, capital stock,
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production, business and occupation, disability, employment, payroll license, estimated, stamp, custom duties,
severance or withholding taxes or charges imposed by any governmental entity, and includes any interest and

I penalties (civil or criminal) on or additie is to any such taxes. " Tar Return." as used in this Agreement, means
a report, retum or other information required to be supplied to a governmental entity with respect to Taxes

. including, where permitted or required, combined or consolidated returns for any group of entities that includes
KCPL or any KCPL Subsidiary or Westem Resources, KGE or any Western Resources Subsidiary, as the case
may be.

Except as set forth in Section 6.9 of the KCPL Disclosure Schedule and except as would not result in a
KCPL Material Adverse Effect:

' '
(a) Filing of Timely Tax Returns. KCPL and each of the KCPL Subsidiaries have filed (or there

has been filed on its beha10 all Tax Returns required to be filed by each of them under applicable law. All
such Tax Returns were and are in all material respects true, complete and correct and filed on a timely basis.

1

(b) Payment of Taxes. KCPL and each of the KCPL Subsidiaries have, within the time and in the |

manner prescribed by law, paid all Taxes that are currently due and payable, except for those contested in I

good faith and for which adequate reserves have been taken.

(c) Tax Reserves. KCPL and each of the KCPL Subsidiaries have established on their books and
records reserves adequate to pay all Taxes and reserves for deferred income taxes in accontance with

% GAAP.

M. (d) Tax Liens. There are no Tax liens upon the assets of KCPL or any of tne KCPL Subsidiaries
except liens for Taxes not yet due.

(c) Withholding Taxes. KCPL and each of the KCPL Subsidiaries have complied in all material
respects with the provisions of the Code relating to the withholding of Taxes, as well as similar provisions
under any other laws, and have, within the time and in the manner prescribed by law, withheld and paid
over to the pmper governmental authorities all amounts required.

(O Audit, Administrative and Court Proceedings. No audits or other administrative proceedings
or court proceedings are presently pending with regard to any Taxes or Tax Retums of KCPL or any of the
KCPL Subsidiaries.

.

(g) Tax Rulings. Neither KCPL nor any of the KCPL Subsidiaries has received a Tax Ruling (as
defined below) or entered into a Closing Agreement (as defined below) with any taxing authority. " Tax
Ruling." as used in this Agreement, shall mean a written ruling of a taxing authority relating to Taxes.
" Closing Agreement." ro used in this Agreement, shall mean a written and legally binding agreement with
a taxing authority relating to Taxes.

(h) Tax Sharing Agreements. Except as between affiliates of KCPL as set forth in Sections 6.1 and
6.2 of the KCPL Disclosure Schedule, neither KCPL nor any KCPL Subsidiary is a party to any agreement

,_ ,
relating to allocating or sharing of Taxes.

n -
(i) Code Section 280G. Except for the KCPL Benefit Plans, neither KCPL, nor any of the KCPLec

Subsidiaries is a party to any agreement, contract or arrangement that could result in the payment of any
" excess parachute payments" within the meaning of Section 280G of the Code or any amount that would
be non-deductible pursuant to Section 162(m) of the Code.

(j) Liability For Others. Neither KCPL nor any of the KCPL Subsidiaries has any liability for
Taxes of any person other than KCPL and tb KCPL Subsidiaries (i) under Treasury Regulations Section
1.1502-6 (or any similar provision of state, local or foreign law), (ii) by contract, or (iii) otherwise.

(k) Section 341(0 Neither KCPL nor any of the KCPL Subsidiaries has, with regard to any assets
or paperty held or acquired by any of them, filed a consent to the application of Section 341(0(2) of the
Code, or agreed to have Section 341(0(2) of the Code apply to any disposition of a subsection (0 asset (as
such tetm is defined in Section 341(O(4) of the Code) owned by KCPL or any of the KCPL Subsidiaries.

A-Il
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Section 6.10 Employer Alatterst ER/St Except as set forth in Section 6.10 of the KCPL Disclosure
Schedule:

(a) Benefit Plans. As of the dite hereof, Section 6.10(a) of the KCPL Disclosure Schedule contains
a true and complete list of each written or oral material employee benefit plan, policy or agreement covering
employees, former employees or directors of KCPL and each of the KCPL Subsidiaries or their
beneficiaries, or providing benefits to such persons in respect of services provided to any such entity,
including, but not limited to, any employee benefit plans within the meaning of Section 3(3) of the
Employee Retirement income Security Act of 1974, as amended ("ERISA") and any severance or change
in control agreement (collectively, the "KCPL Benefit Plans"). Since January 1,1996, there have been no ,

new plans adopted nor changes, additions or modification to any existing plan.

(b) Contributions. All material contributions and other payments required to be made by KCPL or
'

any of the KCPL Subsidiar es to any KCPL Benefit Plan (or to any person pursuant to the terms thereof)i ,

have been made or the amount of such payment or contribution obligation has been reflected in the KCPL

Financial Statements.

(c) Qualification; Compliance. Each of the KCPL Benefit Plans intended to be " qualified" within
the meaning of Sectioa 401(a) of the Code has been determined by the Internal Revenue Service (the
"lRS") to be so quahfied, and, to the knowledge of KCPL, no circumstances exist that are reasonably
expected by KCPL ta result in the revocation of any such determination. KCPL is in compliance in all
material respects with, and each of the KCPL Benefit Plans is and has been operated in all material respects4

'

,
in compliance with, all applicable laws, rules and regulations governing such plan, including, without

- | imitation, ERISA and the Code. Each KCPL Benefit Plan intended to provide for the deferral of income,
the reduction of salary or other compensation, or to afford other income tax benefits, complies with the
requirements of the applicable provisions of the Code or other laws, rules and regulations required to
provide such income tax benefits. No prohibited transactions (as defined in Section 406 or 407 of ERISA or
Section 4975 of the Code) have occurred for which .a statutory exemption is not available with respect to
any KCPL Benefit Plan, and which could give rise to liability on the part of KCPL, any KCPL Benefit Plan,
or any fiduciary, party in interest or disqualified person with respect thereto that would be material to KCPL
or would be material to KCPL if it were KCPL's liability.

(d) Liabilities. With respect to the KCPL Benefit Plans, individually and in the aggregate, no event
has occurred, and, to the knowledge of KCPL, there does not now exist any condition or set of
circumstances, that could subject KCPL or any of the KCPL Subsidiaries to any material liability arising
under the Code, ERIS A or any other applicable law (including, without limitation, any liability to any such
plan or the Pension Benefit Guaranty Corporation (the "PBGC")), or under any indemnity agreement to
which KCPL or any of the KCPL Subsidiaries is a party, excluding liability for benefit claims and funding
obligations payable in the ordinary course.

(e) Welfare Plans. None of the KCPL Benefit Plans that are " welfare plans," within the meaning
of Section 3(1) of ERISA, provide for any benefits with respect to current or former employees for periods
extending beyond their retirement or other termination of service, other than continuation coverage required

-

--| to be provided under Section 4980B of the Code or Part 6 of Title I of ERISA.

(f) Payments Resulting from the KCPL Merger or KGE Merger. The consummation or
*

announcement of any transaction contemplated by this Agreement will not (either alone or upon the
occurrence of any additional or further acts or events, including, without limitation, the termination of
employment of any officers, directors, employees or agents of KCPL or any of the KCPL Subsidiaries)
result in any (i) payment (whether of severance pay or otherwise) becoming due from KCPL or any of the
KCPL Subsidiaries to any officer, employee, former employee or director thereof or to the trustee under
any " rabbi tmst" or similar arrangement, or (ii) benefit under any KCPL Benefit Plan becoming
accelerated, vested or payable.

(g) Labor Agreements. As of the date hereof, neither KCPL nor any of the KCPL Subsidiaries is a
party to any collective bargaining agreement or other labor agreement with any union or labor organization.
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To the knowledge of KCPL, as of the date hereof, there is no current union representation question
involving employees of KCPL or any of the KCPL Subsidiaries, nor does KCPL know of any activity or
proceeding of any labor organization (or representative thereoO or employee group to organize any such
employees. Except as disclo<ed in the KCPL SEC Reports filed prior to the date hereof or except to the
extent such would not have a KCPL Material Adverse Effect, (i) there is no unfair labor practice,
employment discrimination or other material complaint against KCPL, or any of the KCPL Subsidiaries
pending, or to the knowirdge of KCPL, threatened, (ii) there is no stnke, lockout or material dispute,
slowdown or work stoppage pending or, to the knowledge of KCPL, threatened against or involving KCPL,
and (iii) there is no proceeding, claim, suit, action or governmental investigation pending or, to the
knowledge of KCPL, threatened in respect of which any director, officer, employee or agent of KCPL or
any of the KCPL Subidiaries is or may be entitled to claim indemnification from KCPL, or such KCPL-

;

Subsidiary pursuant to their respective articles of incorporation or by-laws or as provided in any ;

indemnification agr,:cments between such persons and KCPL or any KCPL Subsidiary.

Section 6.ll Environmental Protection.

(a) Except as set forth in Section 6.11 of the KCPL Disclosure Schedule or in the KCPL SEC Reports filed
prior to the da'.e hereof: )

4 (i) Compliance. KCPL and each of the KCPL Subsidiaries are in compliance with all applicable
1 Environmental Laws (as defined in Section 6.1 l(b)(ii)) and neither KCPL nor any of the KCPL Subsidiaries

' - ~ hr.s received any communication (written or oral), from any person or Governmental Authority that alleges
that KCPL or any of the KCPL 5ebsidiaries is not in such compliance with applicable Environmental Laws
except in each foregoing ca>e where the failure to so comply would not have a KCPL Material Adverse
Effect. To the knowledge of KCPL, compliance with all applicable Environmental Laws, will not require ;

KCPL or any KCPL Subsidiary to incur costs that will be reasonably likely to result in a KCPL Material
Adverse Effect.

(ii) Environmental Permits. KCPL and each of the KCPL Subsidiaries has obtained or has applied
,

for all environmental, health and safety permits and governmental authorizations (collectively, the ]
" Environmental Permits") necessary for the construction of their facilities or the conduct of their '

operations except where the failure to so obtain would not have a KCPL Material Adverse Effect, and all
such Environmental Permits are in good standing or, where applicable, a renewal application has been
timely filed and is pending agency approval, and KCPL and each of the KCPL Subsidiaries is in material ,

compliance with all terms and conditions of the Environmental Permits.
'

(iii) Environmental Claims. There is no Environmental Claim (as defined in Section 6.ll(b)(i))
which would have a KCPL Material Adverse Effect pending (A) against KCPL or any of the KCPL j

Subsidiaries, (B) to the knowledge of KCPL, against any person or entity whose liability for any i

Environmental Claim KCPL or any of the KCPL Subsidiaries has or may have retained or assumed either |
contractually or by operation of law, or (C) against any real or personal property or operations which KCPL |,

or any of the KCPL Subsidiaries owns, leases or manages, in whole or in part.e

(iv) Releases. KCPL has no knowledge of any Releases (as defined in Section 6.11(b)(iv)) of any
Hazardous Material (as defined in Section 6.11(b)(iii)) that would be reasonably likely to form the basis of
any Environmental Claim against KCPL or any of the KCPL Subsidiaries or against any person or entity
whose liability for any Environmental Claim KCPL or any of the KCPL Subsidiaries has or may have
retained or assumed either contractually or by operation of law except for any Environmental Claim which
would not have a KCPL Material Adverse Effect.

(v) Predecessors. KCPL has no knowledge, with respect to any predecessor of KCPL or any of the
KCPL Subsidiaries of any Environmental Claim which would have a KCPL Material Adverse Effect
pending or threatened, or of any Release of Hazardous Materials that would be reasonably likely to form
the basis of any Environmental Claim which would have a KCPL Material Adverse Effect.
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(b) Definitions. As used in this Agreement:

(i) " Environmental Claim" means any and all administrative, regulatory or judicial actions, suits,*
~

demands, demand letters, directives, claims, liens, investigations, proceedings or notices of noncompliance
or violation (written or oral) by any person or entity (including any Governmental Authority) alleging
potential liability (including, without limitation, potential responsibility for or liability for enforcement,
investigatory costs, cleanup costs, governmental response costs, removal costs, remedial costs, natural
resources damages, property damages, personal injuries or penalties) arising out of, based on or resulting

|from (A) the presence, Release or threatened Release into the environment of any Hazardous Materials at
any location, whether or not owned, operated, leased or managed by KCPL or any of the KCPL Subsidiaries
(for purposes of this Section 6.11) or by Western Resources, KGE or any of the Western Resources

*

Subsidiaries (for purposes of Section 7.11); or (B) circumstances forming the basis of any violation or,

alleged violation of any Environmental Law or (C) any and all claims by any third party seeking damages,
contribution, indemnification, cost recovery, compensation or injunctive relief resulting from the presence ,

or Release of any Hazardous Materials.

(ii) " Environmental Laws" means all federal, state and local laws, mies and regulations relating to
pollution, the environment (including, without limitation, ambient air, surface water, groundwater, land
surface or subsurface strata) or protection of human health as it relates to the environment including, without
limitation, laws and regulations relating to Releases or threatened Releases of Hazardous Materials, or
otherwise relating to the manufacture, processing, distribution, use, treatment, storage, disposal, transport or

4
p..g handling of Hazardous Materials.

[
(iii) "Ha:ardous Afaterials" means (A) any petroleum or petroleum products, radioactive materials,~~

asbestos in any form that is or could become friable, urea formaldehyde foam insulation and transformersi

or other equipment that contain dielectric fluid containing polychlorinated biphenyls ("PCBs"); (B) any
chemicals, materials or substances which are now defined as or included in the definition of " hazardous
substances," " hazardous wastes," " hazardous materials," " extremely hazardous wastes," " restricted
hazardous wastes," " toxic substa-ces " " toxic pollutants," or words of similar import under any
Environmental Law and (C) any other chemical, material, substance or waste, exposure to which is now

prohibited, limited or regulated under any Environmental Law in a jurisdiction in which KCPL or any of
the KCPL Subsidiaries operates (for purposes of this Section 6.11) or in which Western Resources, KGE or-

any of the Western Resources Subsidiaries operates (for purposes of Section 7,11).
|

(iv) " Release" means any release, spill, emission, leaking, injection, deposit, disposal, discharge,
dispersal, leaching or migration into the atmosphere, soil, surface water, groundwater or property.

Section 6.12 Regulation as a Utility. KCPL is regulated as a public utility in the States of Kansas and
.

Missouri and in no other state. Except as set forth in Section 6.12 of the KCPL Disclosure Schedule, neither
KCPL nor any " subsidiary company" or " affiliate" (as each such term is defmed in the 1935 Act) of KCPL is
subject to regulation as a public utility or public service company (or similar designation) by any other state in |

the United States or any foreign country.
4 .

Provided that the KCPL Preferred Stock has been redeemed pursuant to
'

Section 6.13 Vote Required.~"

Section 2.4(c), the affirmative vote of two-thirds of the shares of KCPL Common Stock outstanding on the record
,

date for the meeting at which such vote is taken is the only vote of the holders of any class or series of the
*

capital stock of KCPL or any of its Subsidiaries that is required to approve this Agreement, the KCPL Merger,
and (except for the KGE Merger, the Asset Contribution and the Stock Contribution) the other transactions'

contemplated hereby ("KCPL Shareholders' Approval").

Section 6.14 Article Twelfth of KCPL's Restated Articles of Consolidation. The provisions of Article
Twelfth of KCPL's Restated Articles of Consolidation will not, prior to the termination of this Agreement,
assuming the accuracy of the representation contained in Section 7.17 (without giving effect to the knowledge
qualification thereof), apply to this Agreement, the Asset Contribution, the Stock Contribution, the KCPL
Merger, the KGE Merger or to the other transactions contemplated hereby.

!
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Section 6.15 Opinion of Financial Advisor. KCPL has received the opinion of Merrill Lynch, Pierce,
Fenner & Smith Incorporated ("Merrill Lynch"), dated as of the date hereof, to the effect that, as of the date
thereof, the consideration to be received by the holders of KCPL Common Stock (other than Western Resources
and its Affiliates (as defined in Section 6.17)) in the KCPL Merger and the Western Resources Stock
Distribution, taken as a whole, is fair to such holders from a financial point of view to the holders of KCPL
Common Stock.

Section 6.16 Insurance. KCPL and each of the KCPL Subsidiaries is, and has been continuously since
January 1,1994, insured with financially responsible insurers in such amounts and against such risks and losses
as are customary in all material respects for companies conducting the business as conducted by KCPL and the
KCPL Subsidiaries during such time period. Except as set forth in Section 6.16 of the KCPL Disclosurei ,,.

Schedule, neither KCPL nor any of the KCPL Subsidiaries has received any notice of cancellation or termination
with respect to any material insurance policy of KCPL or any of the KCPL Subsidiaries. The insurance policies
of KCPL and each of the KCPL Subsidiaries are valid and enforceable policies in all material respects.

Section 6.17 KCPL not a Related Person. As of the date hereof, none of KCPL or, to KCPL's reasonable
knowledge, any of its Affiliates (as defined below), is an " Interested Shareholder" as such term is defined in
Article XI of the Restated Articles of Incorporation of Western Resources (the " Western Resources Articles").
As used in this Agreement. the term " Affiliate," except where otherwise defined herein, shall mean, as to any
person, any other person which directly or indirectly controls, or is under common control with, or is controlled

D by, such person. As used in this definition, " Control" (including, with its correlative meanings, " Controlled
-

By" and "Under Common Control With") shall mean possession, directly or indirectly, of power to direct or
cause the direction of management or policies (whether through ownership of securities or partnership or other
ownership interests, by contract or otherwise).

Section 6.18 Takeover Statutes. No " fair price," " moratorium," " control share acquisition" or other
similar anti-takeover statute or regulation (including Sections 351.407 and 351.459 of the MGBCL or Article
Twelfth of KCPL's Restated Articles of Consolidation) is, or at the KCPL Effective Time or the KGE Effective
Time will be, applicable to KCPL, Western Resources, KGE, New KC, the KCPL Common Stock, the Asset
Contribution, the Stock Contribution, the KCPL Merger, the KGE Merger or the other transactions contemplated
by this Agreement.

Section 6.19 Termination of Utilicorp Agreement. KCPL (i) has taken all corporate action necessary to
terminate the UtiliCorp Agreement pursuant to the provisions of Section 9.l(d) thereof and except for provisions
which survived the termination thereof, including the payment of any fees due to UtiliCorp thereunder, (ii) has
no further obligation under the UtiliCorp Agreement or any other agreements executed in connection with any
proposed transaction involving KCPL and UtiliCorp, other than continuing obligations under the Confidentiality
Agreement, dated as of November 28,1995 (the "UtiliCorp Confidentiality Agreement"), between KCPL and ;
UtiliCorp. The aggregate amount of all fees and expenses paid or payable by KCPL to UtiliCorp as a result of |

such termination, whether pursuant to Section 9.2 of the UtiliCorp Agreement or otherwise, shall not exceed
$58 million. At all times KCPL has fully complied in all respects with each of its obligations under the UtiliCorp
Agreement, including without limitation Sections 7.11 and 9.1 thereof. Until the KGE Effective Time, Western

~"
Resources shall not be bound by or subject to, in any respect, directly or indirectly, any agreement between
KCPL and UtiliCorp, including without limitation the UtiliCorp Agreement and the UtiliCorp Confidentiality
Agreement.

ARTICLE VII

REPRESENTATIONS AND WARRANTIES OF
WESTERN RESOURCES, KGE AND NEw KC

i Each of Western Resources, KGE and New KC makes the following representations and warranties to KCPL:
l
l Section 7.1 Organizatim nd Quaufication. Each of Western Resources, KGE and New KC and each of

| the Westem Resources Sub adiaries (as defined below) is a corporation or other entity duly organized, validly
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existing and in good standing under the laws of its jurisdiction of incorporation or organization, and except for
New KC which has not engaged in any business or activity other than as contemplated by this Agreement to

-

effect the transactions contemplated hereby, each has all requisite power and authority, and has been duly.

authonzed by all necessary approvals and orders to own, lease and operate its assets and properties to the extent
owned, leased and operated and to carry on its business as it is now being conducted and is duly qualified and in
good standing to do business in each jurisdiction in which the nature of its business or the ownership or leasing
ofits assets and properties makes such qualification necessary other than in such jurisdictions where the failure
so to qualify would not have a Westem Resources Material Adverse Effect (as defmed in Section 7.6). As used
in this Agreement, the term " Western Resources Subsidiary" shall mean a Subsidiary of Western Resources in~

which Western Resources' equity investment exceeds $25 million.
, . -

Section 7.2 Subsidiaries. Section 7.2 of the schedule delivered by Westem Resources to KCPL on the

date hereof (the " Western Resources Disclosure Schedule") sets forth a list as of the date hereof of all the
.

Western Resources Subsidiaries. KGE is a Western Resources Subsidiary. Except as set forth in Section 7.2 of
the Western Resources Disclosure Schedule, all of the issued and outstanding shares of capital stock of each
Western Resources Subsidiary and New KC are validly issued, fully paid, nonassessable and free of preemptive

rights, and are owned, directly or indirectly, by Western Resources free and clear of any tiens, claims,
encumbrance <. security interests, charges and options of any nature whatsoever, and there are no outstanding
subscriptions, options, calls, contracts, voting trusts, proxies or other commitments, understandings, restrictions,
arrangements rights or warrants, including any right of conversion or exchange under any outstanding security,p instrument or other agreement, obligating any such Western Resources Subsidiary to issue, deliver or sell, or

9m~ cause to be issued, delivered or sold, additional shares of its capital stock or obligating it to grant, extend or~

enter into any such agreement or commitment.

Section 7.3 Capitali:ation. As of the date hereof, the authorized capital stock of Western Resources

F
consists of (i) 85,000,000 shares of Western Resources Common Stock, par value $5.00 per share, (ii) 600,000
shares of Preferred Stock par value $100.00 per share (the " Western Resources $100 Preferred") and 6,000,000

- shares of Preferred Stock without par value (the " Western Resources No Far Preferred"), and (iii) 4,000,000
shares of Preference Stock, without par value (the " Western Resources Preference Stock" and, together with the
Western Resources $100 Preferred and the Western Resources No-Par Preferred,. the " Western Resouren
Preferred Stock"). M 9.e close of business on March 17, 1998, (i) 64,773,828 shares of Western Resources
Common Stock were issued and outstanding,(ii) no shares of Western Resources Common Stock were held by

?

Western Resources in its treasury or by its wholly owned Subsidiaries, (iii) 138,576 shares of 4M% Series
Preferred Stock, par value $100 per share (the "4%% Western Resources $100 Preferred"),60,000 shares of
4%% Series Preferred Stock, par value $100 per share (the "4%% Western Resources $100 Preferred"),50,000

1

shares of 5% Series Preferred Stock, par value $100 per share (the "5% Western Resources $100 Preferred"),'

!
and no shares of Westem Resources No-Par Preferred Stock were issued and outstanding, and of such issued
shares, none were held by Westem Resources in its treasury or by its who!!y owned Subsidiaries, (iv) 500,000

. shares of 7.58% Series Preference Stock were issued and outstanding, and of such issued shares, none were held
-

:

by Western Resources in its treasury or by its wholly owned Subsidiaries, (v) $220,000,000 of Company-. .
Obligated Manditority Redeemable Preferred Securities of a subsidiary trust holding solely Western Resources'":.
Subordinated Debentures and (vi) no Voting Debt was issued or outstanding. As of the date hereof, the'

authorized capital stock of KGE consists of 1,000 shares of KGE Common Stock. As of the date hereof,1,000
.

j
shares of KGE Common Stock were issued or outstanding, all of which were owned by Western Resources. As

:

|
of the date hereof, the authorized capital stock of New KC consists of 500,000,000 shares of New KC Series .A
Common Stock, 300,000,000 shares of New KC Series B Common Stock, in each case without pst value
(collectively, the "New KC Common Stock"), and 50,000,000 shares of Preferred Stock, without par value. As
of the date hereof and immediately prior to the KCPL Effective Time,100 shares of New KC Series A Common,

i

Stock were issued and outstanding, all of which were owned by Western Resources. All outstanding shares of
|

Western Resources Common Stock, New KC Common Stock, Western Resources Preferred Stock and KGE
Common Stock are validly issued, fully paid and nonassessable and are not subject to preemptive rights and at
the Closing, upon consummation of the KGE Merger and the KCPL Merger, all outstanding shares of'

i
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New KC Common Stock and the Western Pesources Common Stock to be included in the Western Resources
Stock Distribution will be validly issued, fully paid and nonassessable and not subject to any preemptive rights.
As of the date hereof, except as disclosed in the Western Resources SEC Reports filed prior to the date hereof or
as set forth in Section 7,3 of the Western Resources Disclosure Schedule or pursuant to this Agreement and the
Wester *. Resources Benefit Plans, there are no options, warrants, calls, rights, commitments or agreements of
any .naracter to which Western Resources, KGE, New KC or any Subsidiary of Western Resources or KGE is a
pary or by which any of them are bound obligating Westem Resources, KGE, New KC or any Subsidiary of
We stern Resources or KGE to issue, deliver or sell, or cause to be issued, delivered or sold, additional shares of

capital stock or any Voting Debt securities of Western Resources, KGE, New KC or any Subsidiary of Western
Resources or KGE or obligating Western Resources, KGE, New KC or any Subsidiary of Western Resources or
KGE to grant, extend or enter into any such option, warrant, call, right, commitment or agreement.*

Section 1.4 Authority: Non-Contravention: Statutory Approvals; Compliance.

(a) Authority. Each of Western Resources, New KC and KGE has all requisite power and authority to
enter into this Agreement and, subject to the receipt of the applicable Western Resources Shareholders' Approval
(as defined in Section 7.13) and the applicable Western Resources Required Statutory Approvals (as defined in
Section 7.4(c)), to consummate the transactions contemplated hereby. The execution and delivery of this
Agreement and the consummation by Western Resources, New KC and KGE of the transactions contemplated

I hereby have been duly authorized by all necessary corporate action on the part of Western Resources, KGE and
,j_ New KC, subject to obtaining the applicable Western Resources Shareholders' Approval. This Agreement has

been duly and validly executed and delivered by Western Resources New KC and KGE and, assuming the due
authorization, execution and delivery hereof by KCPL, constitutes the valid and binding obligation of Western
Resources, New KC and KGE enforceable against each of them in accordance with the terms of this Agreement.

(b) Non. Contravention. Except as set forth in Section 7.4(b) of the Western Resources Disclosure
Schedule, the execution and delivery of this Agreement by Western Resources, KGE and New KC do not, and
the consummation of the transactions contemplated hereby will not, result in a Violation with respect to Westem
Resources, New KC, KGE or any of the Western Resources Subsiciaries pursuant to any provisions of (i) the
certificate of incorporation, by-laws or similar governing documents of Western Resources, New KC, KGE or

! any of the Western Resources Subsidiaries,(ii) subject to obtaining the Western Resources Required Statutory
Approvals and the receipt of the Western Resources Shareholders' Approval, any statute, law, ordinance, rule,t

'
regulation, judgment, decree, order, injunction, writ, permit or license of any Governmental Authority applicable
to Western Resources. New KC, KGE or any of the Western Resources Subsidiaries or any of their respective
properties or assets or (iii) subject to obtaining the third-party consents set forth in Section 7.4(b) of the Western
Resources Disclosure Schedule (the " Western Resources Required Consents"), any material note, bond,
mortgage, indenture, deed of trust, license, franchise, permit, concession, contract, lease or other instrument,
obligation or agreement of any kind to which Western Resources, KGE, New KC or any of the Western

j

| Resources Subsidiaries is a party or by which it or any of its properties or assets may be bound or affected,
,

except in the case of clause (ii) or (iii) for any such Violation which would not have a Western Resources| .c
Material Adverse Effect.

,

(c) Statutory Approvals, No declaration, filing or registration with, or notice to or authorization, consent
| or approval of, any Governmental Authority is necessary for the execution and delivery of this Agreement by

| Western Resources, New KC, KGE or the consummation by Western Resources, KGE and New KC of the

| transactions contemplated hereby except as described in Section 7.4(c) of the Western Resources Disclosure
Schedule or the failure of which to obtain would not result in a Western Resources Material Adverse Effect (the
" Western Resources Required Statutory Approvals,' it being understood that references in this Agreement to
" obtaining" such Western Resources Required Statutory Approvals shall mean making such declarations, filings
or registrations; giving such notices; obtaining such authorizations, consents or approvals; and having such
waiting periods expire as are necessary to avoid a violation of law).
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(d) Compilance, Except as set forth in Sections 7.4(d), 7.5. 7.9 and 7.11 of the Western Resources
Disclosure Schedule or as disclosed in the Western Resources SEC Reports (as detined in Section 7.5) tiled prior

|
to the date hereof, none of Westem Resources, KGE or any of the Western Resources Subsidiaries is in violation .

!
of, is, to the knowledge of Western Resources, under investigation with respect to any violation of, or has been
given notice or been charged with any violation of, any law, statute, order, rule, regulation, ordinance or

fjudgment (including, without limitation, any applicable environmental law, ordinance or regulation) o any
,

Governmental Authority, except for possible violations which individually or in the aggregate would not have a
Western Resources Material Adverse Effect. Except as disclosed in the Western Resources SEC Reports filed

prior to the date hereof, or in Sections 7.7,7.10 or 7.11 of the Western Resources Disclosure Schedule, Westem
Resources, KGE and the Western Resources Subsidiaries have all permits Iicenses, franchises and other .

governmental authorizations, consents and approvals necessary to conduct their businesses as presently
conducted which are material to the operation of the businesses of Westem Resources and the Western Resources
Subsidiaries. None of Western Resources, KGE or any of the Western Resources Subsidiaries is in breach or

'

violation of or in default in the performance or observance of any term or provision of, and no event has occurred
which, with lapse of time or action by a third party, could result in a default by Western Resources, KGE or any
Western Resources Subsidiary under (i) its certificate of incorporation or by-laws or (ii) any contract,
commitment, agreement, indenture, mortgage, loan agreement, note, lease, bond, license, approval or other
instrument to which it is a party or by which Western Resources or any Western Resources Subsidiary is bound
or to which any of its property is subject, except for possible violations, breaches or defaults which individually

h or in the aggregate would not have a Western Resources Material Adverse Effect.

| -

|- Section 7.5 Reports and Financial Statements. Except as set forth in Section 7.5 of the Western Resources
Disclosure Schedule, the filings requirad to be made by Western Resources, KGE and the Western Resources
Subsidiaries since January 1,1994 under the Securities Act, the Exchange Act, the 1935 Act, the Power Act, the
Atomic Energy Act, and applicable state public utility laws and regulations have been filed with the SEC, the
FERC, the NRC or the appropriate state public utilities commission, as the case may be, including all forms,
statements, reports, agreements (oral or written) and all documents, exhibits, amendments and supplements
appertaining thereto, and complied, as of their respective dates, in all material respects with all applicable
requirements of the appropriate statutes and the rules and regulations thereunder, except for such filings the
failure of which to have been made or to so comply would not result in a Western Resources Material Adverse
Effect. " Western Resources SEC Reports" shall mean each report, schedule, registration statement and definitive

proxy statement filed with the SEC by Western Resources and KGE pursuant to the requirements of the
Securities Act or Exchange Act since January 1,1994, as such documents have since the time of their filing
been amended. As of their respective dates, the Western Resources SEC Reports did not contain any untrue
statement of a material fact or omit to state a material fact required to be stated therein or necessary to make the
statements therein, in light of the circumstances under which they were made, not misleading. The audited
consolidated financial statements and unaudited interim financial statements of Western Resources included in
the Western Resources SEC Reports (collectively, the " Western Resources Financial Statements") have been
prepared in accordance with GAAP (except as may be indicated therein or in the notes thereto and except with
respect to unaudited statements as permitted by Form 10-Q of the SEC) and fairly present the financial position

'

of Western Resources and KGE as of the dates thereof and the results of operations and cash flows for the periods4 ,-

then ended, subject, in the case of the unaudited interim financial statements, to normal, recurring audit
adjustments. True, accurate and complete copies of the Western Resources Articles, Western Resources' By-
Laws, the articles of incorporation of KGE and the by-laws of KGE, as in effect on the date hereof, are included
(or incorporated by reference) in the Western Resources SEC Reports.

Section 7.6 Absence of Certain Changes or Events. Except as disclosed in Section 7.6 of the Western
Resources Disclosure Schedule and in the Western Resources SEC Reports filed prior to the date hereof, since
December 31,1996, Western Resources, KGE and each of the Western Resources Subsidiaries have conducted
their business only in the ordinary course of business (except for acquisitions and dispositions) and there has not
been any Western Resources Material Adserse Effect. For purposes of this Agreement, a " Western Resources
Meterial Adverse Effect" shall mean the existence of any fact or condition which has or is reasonably likely to
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have a material adverse effect on the business, assets, financial condition. results of operations or prospects of
. Western Resources, KGE and the Western Resources Subsidiaries taken as a whole.

Section 7.7 Litigation. Except as disclosed in the Western Resources SEC Reports filed prior to the date
hereof or as disclosed in Section 7.7,7.9,7.10 or 7,11 of the Western Resources Disclosure Schedule,(a) there
are no claims, suits, actions or proceedings by any court, governmental department, commission, agency,
instrumentality or authority or any arbitrator, pending or, to the knowledge of Western Resources, threatened,

|

nor are there, to the knowledge of Western Resources, any investigations or reviews by any court, governmental j'
department, commission, agency, instrumentality or authority or any arbitrator pending or threatened against,
relating to or affecting Western Resources, KGE, New KC or any of the Westem Resources Subsidiaries which

*

would have a Western Resources N!aterial Adverse Effect,(b) there have not been any significant developments
since December 31,1996 with respect to such disclosed claims, suits, actions, proceedings, investigations or

,

reviews that would have a Western Resources hiaterial Adverse Effect and (c) there are no judgments, decrees, |

injunctions, rules or orders of any court, governmental department, commission, agency, instrumentality or
authority or any arbitrator applicable to Western Resources, KGE, New KC or any of the Western Resources
Subsidiaries, except for such that would not have a Western Resources Staterial Adverse Effect.

Section 7.8 Registration Statement and Proxy Statement. None of the information supplied or to be
supplied by or on behalf of Western Resources, New KC or KGE for inclusion or incorporation by reference in

4 (a) the Registration Statement will, at the time the Registration Statement is filed by Western Resources and New
- KC with the SEC and at the time it becomes effective under the Securities Act, contain any untrue statement of

~

a material fact or omit to state any material fact required to be stated therein or necessary to make the statements
therein not misleading and (b) the Proxy Statement will, at the dates mailed to shareholders and at the times of
the meetings of shareholders to be held in connection with the KCPL N!erger and the KGE hierger, contain any
untrue statement of a material fact or omit to state any material fact required to be stated therein or necessary in
order to make the statements therein, in light of the circumstances under which they are made, not misleading.
The Registration Statement and the Proxy Statement will comply as to form in all material respects with the
provisions of the Securities Act and the Exchange Act and the rules and regulations thereunder.

Section 7.9 Tax Matters. Except as set forth in Section 7.9 of the Western Resources Disclosure Schedule
and except as would not result in a Western Resources hiaterial Adverse Effect:

(a) Filing of Timely Tax Returns. Western Resources, KGE and each of the Western Resources
Subsidiaries have filed (or there has been filed on its behalf) all Tax Returns required to be filed by each of
them under applicable law. All such Tax Retums were and are in all material respects true, complete and
correct and filed on a timely basis.

(b) Payment of Taxes, Western Resources, KGE and each of the Western Resources Subsidiaries
have, within the time and in the manner prescribed by law, paid all Taxes that are currently due and payable,
except for those contested in good faith and for which adequate reserves have been taken.

(c) Tax Reserves, Western Resources, KGE and each of the Western Resources Subsidiaries have
established on their bocks and records reserves adequate to pay all Taxes and reserves for deferred income''

taxes in accordance with GAAP.

(d) Tax Liens, There are no Tax liens upon the assets of Western Resources, KGE or any of the
Western Resources Subsidiaries except liens for Taxes not yet due.

(c) Withholding Taxes. Western Resources, KGE and each of the Westem Resources Subsidiaries
have complied in all material respects with the provisions of the Code relating to the withholding of Taxes,
as well as similar provisions under any other laws, and have, within the time and in the manner prescribed
by law, withheld and paid over to the proper governmental authorities all amounts required.

(f) Audit, Administrative and Court Proceclings, No audits or other administrative proceedings
or court proceedings are presently pending with regard to any Taxes or Tax Returns of Western Resources,
KGE or any of the Western Resources Subsidiaries.
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None of Western Resources, KGE or any of the Western Resources Subsidiaries(g) Tax Rulings.
has received a Tax Ruling or entered into n Closing Agreement with any taxing authority.

(h) Tax Sharing Agreements. Except as between affiliates of Western Resources as set forth in
Sections 7.1 and 7.2 of the Westem Resources Disclosure Schedule, none of Western Resources, KGE or
any Westem Resources Subsidiary is a party to any agreement relating to allocating or sharing of Taxes.

(i) Code Section 280G. Except for the Western Resources Benefit Plans, none of Western
Resources, KGE or any of the Westem Resources Subsidiaries is a party to any agreement, contract or
arrangement that could result in the payment of any " excess parachute payments" within the meaning of
Section 280G of the Code or any amount that would be non-deductible pursuant to Section 162(m) of the,

Code.;,

(j) Liability for Others. None of Westem Resources, KGE or any of the Western Resources
,.

Subsidiaries has any liabilits for Taxes of any person other than Western Resources, KGE and the Western'
Resources Subsidiaries (i) under Treasury Regulations Section 1.1502-6 (or any similar provision of state,
local or foreign law), (ii) by contract, or (iii) otherwise.

(k) Section 341(0 None of Westem Resources, KGE or any of the Western Resources Subsidiaries
has, with regard to any assets or property held or acquired by any of them, filed a consent to the application
of Section 341(0(2) of the Code, or agreed to have Section 341(0(2) of the Code apply to any disposition
of a subsection (O asset (as such term is defined in Section 341(0(4) of the Code) owned by Western

N Resources, KGE or any of the Western Resources Subsidiaries.
n

Section 7.10 Employee Afatters: ERISA Except as set forth in Section 7.10 of the Western Resources~"~

Disclosure Schedule:

(a) Benefit Plans. Section 7,10(a) of the Western Resources Disclosure Schedule contains a true and
complete list as of the date hereof of each written or oral material employee benefit plan, policy or
agreement covering employees, former employees or directors of Western Resources, KGE and each of the
Western Resources Subsidiaries or their beneficiaries, or providing benefits to such persons in respect of
services provided to any such entity, including, but not limited to, any employee benefit plans within the

j
meaning of Section 3(3) of ERISA and any severance or change in control agreement (co!!ectively, thej

" Western Resources Benefit Plans").
[ All material contributions and other payments required to be made by Western(b) Contributions.

Resources, KGE or any of the Western Resources Subsidiaries to any Western Resources Benefit Plan (or
to any person pursuant to the terms thereoO have been made or the amount of such payment or contribution
obligation has been retlected in the Western Resources Financial Statements (other than those related to
Protection One, Inc.).

(c) Qualification: Compliance. Each of the Western Resources Benefit Plans intended to be
" qualified" within the meaning of Section 401(a) of the Code has been determined by the IRS to be so
qualified, or to the knowledge of Western Resources, no circumstances exist that are reasonably expected

r
. by Western Resources to result in the revocation of any such determination or prevent any such plans from .

being qualified. Western Resources is in compliance in all material respects with, and each of the Western~ "* "

Resources Benefit Plans is and has been operated in all material respects in compliance with, all applicable
laws, rules and regulations governing such plan, including, without limitation, ERISA and the Code. Each ,

Western Resources Benefit Plan intended to provide for the deferral of income, the reduction of salary or
other compensation, or to afford other income tax benefits, complies with the requirements of the applicable
provisions of the Code or other laws, rules and regulations required to provide such income tax benefits. No
prohibited transactions (as defined in Section 406 or 407 of ERISA or Section 4975 of the Code) have
occurred for which a statutory exemption is not available with respect to any Westem Resources Benefit
Plan, and which could give rise to liability on the part of Westem Resources, KGE, any Western Resources
Benefit Plan, or any fiduciary, party in interest or disqualified person with respect thereto that would be
material to Western Resources, KGE or would be material to Western Resources or KGE if it were Western
Resources' or KGE's liability.
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|

!

(d) Liabilities. With respect to the Westem Resources Benefit Plans, individually and in the
,

|~ .
aggregate, no event has occurred, and, to the knowledge of Western Resources, there does not now exist

l any condition or set of circumstances, that could subject Western Resources, KGE or any of the Western ,

Resources Subsidiaries to any material liability arising under the Code, ERISA or any other applicable law I

(including, without limitation, any liability to any such plan or the PBGC), or under any indemnity
agreement to which Westem Resources, KGE or any of the Western Resources Subsidiaries is a party,
excluding liability for benefit claims and ftmding obligations payable in the ordinary course.

(e) Payments Resulting from the KCPL Merger or KGE Merger. Except as disclosed in the
Western Resources SEC Reports filed prior to the date hereof, the consummation or announcement of any
transaction contemplated by this Agreement will not (either alone or upon the occurrence of any additional

,
*

or further acts or events, including, without limitation, the termination of employment of officers, directors,
employees or agents of Western Resources, KGE or any of the Western Resources Subsidiaries) result in
any (i) payment (whether of severance pay or otherwise) becoming due from Western Resources, KGE or

Iany of the Western Resources Subsidiaries to any ofticer, employee, former employee or director thereof or
to the trustee under any " rabbi trust" or similar arrangement, or (ii) benefit under any Western Resources
Benefit Plan becoming accelerated, vested or payable.

(f) Labor Agreements. As of the date hereof,(i) none of Western Resources, KGE or any of the
Westem Resources Subsidiaries is a party to any collective bargaining agreement or other labor agreement
with any union or labor organization and (ii) to the knowledge of Western Resources, there is no current
union representation question involving employees of Western Resources, KGE or any of the Western

_ , _ .

N .v i Resources Subsidiaries, nor does Western Resources know of any activity or proceeding of any labor
! organization (or representative thereof) or employee group to organize any such employees. Except as
! disclosed in the Western Resources SEC Reports filed prior to the date hereof or except to the extent such
! would not have- a Western Resources Material Adverse Effect, (i) there is no unfair labor practice,

| employment discrimination or other material complaint against Western Resources, KGE or any of the
| Western Resources Subsidiaries pending, or to the knowledge of Western Resources, threatened, (ii) there

is no strike, lockout or material dispute, slowdown or work stoppage pending or, to the knowledge of

| Western Resources, threatened against or involving Western Resources or KGE, and (iii) there is no

! proceeding, claim, suit, action or governmental investigation pending or, to the knowledge of Western
Resources, threatened in respect of which any director, officer, employee or agent of Western Resources,
KGE or any of the Western Resources Subsidiaries is or may be entitled to claim indemnification from |
Westem Resources or such Western Resources Subsidiary pursuant to their respective articles of

.

( incorporation or by-laws or as provided in any indemnification agreements between such persons and

! Western Resources, KGE or any Western Resources Subsidiary.

I Section 7,i! Environmental Protection.

(a) Except as set forth in the Western Resources St C Reports filed prior to the date hereof or in Section
i 7.11 of the Western Resources Disclosure Schedule:
e o

(i) Compliance. Western Resources, KGE and each of the Western Resources Subsidiaries is in
, , ,.

compliance with all applicable Environmental Laws and none of Western Resources, KGE or any of the
Western Resources Subsidiaries has received any communication (written or oral) from any person or
Governmental Authority that alleges that Western Resources, KGE or any of the Western Resources

|
Subsidiaries is not in such compliance with applicable Environmental Laws, except in each foregoing case

| where the failure to so comply would not have a Western Resources Material Adverse Effect. To the
j knowledge of Western Resources, compliance with all applicable Environmental Laws will not require
'

Western Resources, KGE or any Western Resources Subsidiary to incur costs that will be reasonably likely

to result in a Western Resources Material Adverse Effect.

(ii) Environmental Permits, Western Resources, KGE and each of the Western Resources
Subsidiaries has obtained or has applied for all the Environmental Permits necessary for the construction of

| their facilities or the conduct of their operations, except where the failure to so obtain would not have a

!

f
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Westem Resources Material Adverse Effect, and all such Ensironmental Permits are in good standing or,

where applicable, a renewal application has been timely filed and is pending agency approval, and Western
Resources, KGE and each of the Western Resources Subsidiaries are in material compliance with all terms

and conditions of the Environmental Permits.

(iii) Environmental Claims. There is no Environmental Claim which would have a Western
Resources Material Adverse Effect pending (A) against Western Resources, KGE or any of the Westem
Resources Subsidiaries (B) to the knowledge of Western Resources, against any person or entity whose
liability for any Environmental Claim Western Resources, KC or any of the Western Resources
Subsidiaries has or may have retained or assumed either contractually or by operation of law, or (C) against
any real or personal property or operations which Western Resources. KGE or any of the Western Resources
Subsidiaries owns, leases or manages, in whole or in part.

(iv) Releases. Western Resources has no knowledge of any Releases of any Hazardous Material that
would be reasonably likely to form the basis of any Ensironmental Claim against Western Resources, KGE

*

or any of fhe Western Resources Subsidiaries or against any person or entity whose liability for any
Environmental Claim Western Resources, KGE or any of the Western Resources Subsidiaries has or may
have retained or assumed either contractually or by operation of law except for any Environmental Claim

which would not have a Western Resources Material Adverse Effect.

(v) Predecessors, Westem Resources has no knowledge, with respect to any predecessor of Western
Resources, KGE or any of the Western Resources Subsidiaries, of any Environmental Claim which would

g.

_

have a Westem Resources Material Adverse Effect pending or threatened, or of any Release of Flazardous
Materials that would be reasonably likely to form the basis of any Environmental Claim which would have

a Western Resources Material Adverse Effect.

Section 7.12 Regulation as o Utility. As of the date hereof, (1) Western Resources and KGE are each
regulated as a public utility in the State of Kansas and in no other state, and (2) Western Resources is an exempt
IIolding Company under the 1935 Act Section 7.12 of the Western Resources Disclosure Schedule sets forth
certain entities in which Western Resources has an ownership interest that may be subject to regulation as a

public utility or public service company (or similar designation) in certain foreign countries.

Section 7.13 Vote Required. (i) Provided that the Western Resources $100 Preferred has been redeemed
pursuant to Section 9.19, the approval of this Agreement, the Asset Contribution, the Stock Contribution, and
amendments to the Western Resources Articles, including, without limitation, increasing the number of shares of
Western Resources Common Stock authorized, by a majority of the shares of Western Resources Common Stock
outstanding on the record date for such vote is the only vote of the holders of any class or series of the capital
stock of Western Resources or any of its Subsidiaries (other than KGE and New KC) required to approve this
Agreement, the Asset Contribution, the Stock Contribution and the issuance of shares of Western Resources
Common Stock to be contributed to KGE pursuant to the Stcck Contribution and (ii) Western Resources, in its
capacity as sole stockholder of New KC and KGE, has approved this Agreement, the Asset Contribution, the
Stock Contribution and the KCPL Merger and KGE Merger, respectively, and the other transactions ,

contemplated hereby (collectively, the " Western Resources Shareholders' Approval").
,.

Section 7.14 Article XI(Business Combination with Interested Shareholder) of Western Resources * Articles *

of Incorporation. The provisions of Article XI (business combination with interested shareholder) of the
Western Resources Articles will not, prior to the termination of this Agreement, assuming the accuracy of the
representation contained in Section 6.17 (without giving effect to the knowledge qualification thereof), apply to
this Agreement, the Asset Contribution, the Stock Contribution, the KCPL Merger, the KGE Merger or to the
transactions contemplated hereby.

Section 7.15 Opinion of Financial Advisor. Western Resources has received the opinion of Salomon j

Smith Barney ("Salomon"), dated as of the date hereof, to the effect that, as of such date, the Aggregate |
Consideration is fair from a financial point of view to Western Resources.
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Section 7.15 Insurance. Except as set forth in Section 7.16 of the Westem Resources Disclosure

|
Schedule, Western Resources. KGE and each of the Western Resources Subsidiaries is, and has been-

continuously since January 1,1994 (and, with respect to any Western Resources Subsidiary,if later than January
1,1994, its date of acquisition by Western Resources), and New KC at the Closing will be, insured with
financially responsible insurers in such amounts and against such risks and losses as are customary in all material
respects for ampanies conducting the business as conducted by Western Resources, KGE and the Western
Resources Subsidiaries during such time penod and, as contemplated by this Agreement, the business to be
conducted by New KC after the Closing. None of Western Resources, KGE or any of the Westem Resources ,

ISubsidiaries has received any notice of cancellation or termination with respect to any material insurance policy
of Western Resources, KGE or any of the Western Resources Subsidiaries or New KC. The insurance policies
of Western Resources KGE and each of the Westem Resources Subsidiaries are, and the insurance policies of"

New KC at the Closing will be, valid and enforceable policies in all material respects.

Section 7.17 Western Resources not an Interested Shareholder. As of the date hereof, none of Western
Resources, KGE or, to its reasonable knowledge, any of its Affiliates is an " Interested Shareholder" as such
term is defined in Article Twelfth of KCPL's Restated Articles of Consolidation.

Section 7.18 Taleorer Statutes. No " fair price," " moratorium," " control share acquisition" or other
similar anti-takeover statute or regulation (including Sections 17 1286 et seq. and 17-12,100, et seq. of the
KGCC or Article XVil of the Westem Resources Articles) is, or at the KCPL Effective Time or the KGE4,
Effective Time will be, applicable to KCPL, New KC, Westem Resources, KGE, the New KC Common Stock,. . , ..

"

'" / - the KCPL Common Stock, the Asset Contribution, the Stock Contribution, the KCPL Merger, the KGE Merger
or the other transactions contemplated by this Agreement.

Section 7.19 No Prior Operations of New KC. New KC is a corporation formed solely for the purpose of j
l- effecting the transactions contemplated by this Agreement and prior to the date hereof New KC has not and prior

to the Closing will not have engaged in any business or other activity other than as contemplated by this
Agreement.

Section 7.20 Title to Properties. (a) Title. Western Resources has good and sufficient title to all of the
KPL Assets, including all of the properties and assets reflected in the KPL Balance Sheet and all properties and
assets purchased or otherwise acqui ed since December 31,1997. Such assets are sufficient to enable Westem

|

( . Resources to conduct the KPL Business as currently conducted without material interference, and, as of the date
hereof, are free and clear of Liens other than Permitted Liens (in each case as defined below). Western Resources
holds under valid lease agreements certain real and personal properties which constitute part of the KPL Assets
or are reflected in the KPL Balance Sheet, and enjoys peaceful and undisturbed possession of such properties
under such leases, other than any properties as to which such leases will have terminated in the ordinary course
of business since the date of such filing. As of the date hereof, with respect to the KPL Business, neither Western

| Resources nor any of its predecessors has received any written notice of any adverse claim to the title to any
properties owned by them or with respect to any lease under which any properties are held by them, other than

p; any claims that, individually or in the aggregate, would not have a material adverse effect on the KPL Business.
For the purposes of this Section 7.20, the term " Lien" shall mean any mortgage, pledge, security interest,
encumbrance, tien, claim, condition, equity interest, option, right of ftrst refusal, charge or restriction of any kind
(including any agreement to give any of the foregoing), any conditional sale or other title retention agreement,
any lease in the nature thereof or the filing of or agreement to give any financing statement under the Unifonn
Commercial Code of any jurisdiction. For purposes of this Section 7.20, the term " Permitted Liens" shall mean
(i) Liens for taxes and assessments, general and special, not yet due and payable, and (ii) Liens, encumbrances
and other defects existing on the properties on the date hereof or which arise in the ordinary course of the KPL
Business or which, individually or in the aggregate, do not and will not materially interfere with or impair the
continued ownership, possession, use or operation of the KPL Assets.

(b) Easements. With respect to the KPL Business, Westem Resources is not in violation of the terms of
any Easement (as defined below) except any such violations that individually or in the aggregate, would not have
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a material adverse effect on the KPL Business. Except as would not base a material adverse effect on the KPL
Business, all Easements in favor of the KPL Business are valid and enforceable and grant the rights purported to

be granted thereby and all rights necessary thereunder for the operation of the KPL Business. For purposes of
j this Section 7.20. " Easements" shall mean all casements, rights-of way. pemiits, licenses, franchises, leases.

surface leases, prescriptive rights and ways of necessity, whether or not of record.

Section 7.21 Condition of Assets. To the knowledge of Western Resources, except as would not have a ,

material adverse effect on the KPL Business, the buildings, plants, structures, and equipment of Westem |
|

Resources relating to the KPL Business are structurally sound, are in good operating condition and repair, and
|

are adequate for the uses to which they are being put, and none of such buildings, plants, structures, or equipment, ,'
| is in need of maintenance or repairs except for ordinary, routine maintenance and repairs that are not material in
| ,

i nature or cost.

)Section 7.22 Accounts Receivable. All Accounts Receivable (as defmed below) with respect to the KPL
-

Business, represent or will represent, as of the Closing, obligations arising from sales actually made or services

| actually performed in the ordinary course of business of Western Resources with respect to the KPL Business, |

I

|
subject to customary provisions for uncollectible accounts. To the knowledge of Western Resources, there is no

fcontest, claim or right of set-off, under any contract or with any obligor of an Account Receivable relating to theI
I

|
KPL Business relating to the amount or validity of such Account Receivable which would have a material

! adverse effect on the KPL Business. For purposes of this Section 7.22. " Accounts Receivable" shall mean the .

k accounts and other receivables, including unbilled revenues, of Western Resources to the extent arising primarily
|

out of the KPL Business.i m

ARTICLE VIII

CONDUCT OF BUSINESS PENDING THE KGE MERGER

Section 8.1 Covenants of KCPL KCPL agrees, as to itself and as to each of its Subsidiaries, that after the
date hereof and prior to the KGE Effective Time or earlier termination of this Agreement,(i) except as expressly
contemplated or permitted in this Agreement, (ii) except as Westem Resources may otherwise agree in writing
(which decision regarding agreement shall be made as soon as reasonably practicable), (iii) except as otherwise|

| provided in the business plan of KCPL in the form previously disclosed to Western Resources and attached
! hereto as Section 8.1 of the KCPL Disclosure Schedule (the "KCPL Business Plan"); provided, however, that

for purposes of the preceding clause (iii) KCPL shall obtain Western Resources' written agreement (which
decision regarding agreement shall be made as soon as reasonably practicable) prior to making or committing to
make any acquisitions or capital expenditures or incurring or committing to incur any indebtedness, including
guarantees but not including the cost of routine regulated utility capital expenditures (such acquisitions, capital

i expenditures and indebtedness, collectively, " Investments") subsequent to the time when the aggregate value of
the Investments made or committed to be made by KCPL as permitted by this Section 8.1 exceeds in the

|
aggregate $150,000,000 during the period January 1,1997 through December 31, 1997 and which aggregate

;
limits for each subsequent six tranth period commencing January 1,1998 through the Closing shall be'

|- $75,000,000 ($25,000.000 of which during each such six-month period may be espended or committed on items
-

not included in the KCPL Business Plan), it being agreed that to the extent any such $150,000,000 or' '"

$75,000,000 aggregate amount is not made, committed or incurred during such one year or any such six-month
period, as the case may be, such amount or amounts shall be added to, and cumulated with, the amount or

-

amounts available during subsequent time periods until the Closing (such aggregate limits to exclude the cost of
routine regulated utility capital expenditures); and provided further that, KCPL shall be permitted to use the
proceeds obtained from any disposition of assets for Investments in accordance with the KCPL Business Plan;
provided, further, however, that KCPL shall confer on a regular and frequent basis with re presentatives of

|
Western Resources in the course of KCPL's implementation of the KCPL Business Pla and any expenditures
referred to in this Section 8.1:.

(a) Ordinary Course of Business. KCPL shall, and shall cause its respective Subsidiaries to, carry
on their respective businesses in the usual, regular and ordinary course in substantially the same manner as
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heretofore conducted and use all commercially reasonable efforts to preserve intact their present business
. organizations and goodwill, preserve the goodwill and relationships with customers, suppliers and others

having business dealings with them and, subject to prudent management of work force needs and ongoing
programs currently in force, keep available the sersices of their present officers and employees, provided,
however, that nothing shall prohibit KCPL or any of its Subsidiaries from transferring operations to KCPL
or any of its wholly owned Subsidiaries. KCPL shall not, nor shall KCPL permit any of its Subsidiaries to,
enter into a new line of business involving any material investment of assets or resources or any material
exposure to liability or loss to KCPL and the KCPL Subsidiaries taken as a whole.

(b) Dividends. KCPL shall not, nor shall it permit any of its Subsidiaries to, (i) declare or pay any
dividends on or make other distributions in respect of any of their capital stock other than to KCPL or KCPL,

Subsidiaries and other than (A) dividends required to be paid on any KCPL Preferred Stock in accordance
with the terms thereof and (B) regular quarterly dividends on KCPL Common Stock with usual record and
payment dates not, during any period of any tiscal year, in excess (except to the extent consistent with good
business judgment and KCPL's past dividend practice) of the quarterly dividend most recently decle. red on
such stock as of the date hereof (ii) split, combine or reclassify any of their capital stock or issue or
authorize or propose the issuance of any other securities in respect of, in lieu of, or in substitution for, shares
of their capital stock or (iii) except as set forth ia Section 8.l(b) of the KCPL Disclosure Schedule, redeem,
repurchase or otherwise acquire any shares of their capital stock, other than (A) redemptions, purchases or

4 acquisitions required by the terms of any series of KCPL Preferred Stock or (B) for the purpose of funding
employee stock ownership plans in accordance with past practice. Notwithstanding the foregoing, KCPL

N- may redeem the KCPL Preferred Stock pursuant to the provisions of Section 2.4(c).

(c) Issuance of Securities. Except as set forth in Section 8.l(c) of the KCPL Disclosure Schedule,
since the Original Execution Date KCPL shall not, nor shall it permit any of its Subsidiaries to, issue, agree
to issue, deliver, sell, award, pledge, dispose of or otherwise encumber or authorize or propose the issuance,
delivery, sale, award, pledge, disposal or other encumbrance of, any shares of their capital stock of any class
or any securities convertible into or exchangeable for, or any rights, warrants or options to acquire, any
such shares or convertible or exchangeable securities, other than (i) intercompany issuances of capital stock j
and (ii) issuances in the ordinary course of business consistent with past practice of up to 2,000,000 shares i

'

of KCPL Common Stock during any fiscal year to be issued pursuant to employee benefit plans, stock
option and other incentive compensation plans, director plans and stock purchase plans and dividend
reinvestment plans existing prior to the date hereof and heretofore disclosed to Western Resources or
pursuant to plans adopted after the date hereof which shall be reasonably acceptable to Western Resources.
The parties shall promptly furnish to each other such information as may be reasonably requested including
financial information and take such action as may be reasonably necessary and otherwise fully cooperate
with each other in the preparation of any registration statement under the Securities Act and other
documents necessary in connection with the issuance of securities as contemplated by this Section 8.l(c),
subject to obtaining customary indemnities.

,; (d) Charter Documents. KCPL shall not amend or propose to amend its charter, by laws or
regulations, or similar organic documents, except as contemplated herein.

(e) No Acquisitions, KCPL shall not, nor shall it permit any of its Subsidiaries to, acquire, or
publicly propose to acquire, or agree to acquire, by merger or consolidation with, or by purchase or
otherwise, an equity interest in or a substantial portion of the assets of, any business or any corporation,
partnership, association or other business organization or disision thereof, nor shall KCPL acquire or agree
to acquire a material amount of assets other than in the ordinary course of business consistent with past
practice.

(f) Capital Expenditures, KCPL shall nut, nor shall it permit any of its Subsidiaries to, make capital
expenditures during any fiscal year in excess of the amount budgeted for capital expenditures for such fiscal
year in the KCPL Business Plan.
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(g) No Dispositions, Except as set forth in Section 8.ltg) of the KCPL Disclosure Schedule, KCPL |
shall not, nor shall it permit any of its Subsidiaries to, sell or dispose of any of their assets other than
dispositions in the ordinary course of business consistent with past practice.

(h) Indebtedness. KCPL shall not, nor shall it permit any of its Subsidiaries to, incur or guarantee
any indebtedness (including any debt borrowed or guaranteed or otherwise assumed including, without
limitation, the issuance of debt securities or warrants or rights to acquire debt) or enter into any " keep well" J

or other agreement to maintain any financial statement condition of another person or entity or enter into |

any arrangement having the ecolomic effect of any of the foregoing other than (i) indebtedness or
guarantees or " keep well" or other agreements in the ordinary course of business consistent with past
practice (such as the issuance of commercial paper, the use of existing credit facilities or hedging activities).

-

(ii) other indebtedness or " keep well" or other agreements not aggregating more than $250 million,'

(iii) arrangements between KCPL and its Subsidiaries or among its Subsidiaries, (iv) except as set forth in
Section 8.l(h) of the KCPL Disclosure Schedule (v) in connection with the refunding of existing ,

indebtedness,(vi)in connection with the redemption of the KCPL Preferred Stock as set forth in Section
2.4(c), or (vii) as may be necessary in connection with acquisitions or capital expenditures provided for in
the KCPL Business Plan. Notwithstanding anything contained herein to the contrary, the aggregate total

| indebtedness for borrowed money (including preferred stock) of KCPL and its Subsidiaries shall not exceed

$1.4 billion at the KCPL Effective Time.

(i) Compensation, llenefits. Except as may be required by applicable law or as set forth in Section
8.l(i) of the KCPL Disclosure Schedule, KCPL shall not, nor shall it pennit any of its Subsidiaries to,
(i) enter into, adopt or amend or increase the amount or accelerate the payment or vesting of any beneftt or*

yy
!' amount payable under, any employee benefit plan or other contract, agreement, commitment, arrangement,
I plan, trust, fund or policy maintained by, contributed to or entered into by KCPL or any of its Subsidiaries

or increase, or enter into any contract, agreement, commitment or arrangement to increase in any manner,
the compensation or fringe benefits, or otherwise to extend, expand or enhance the engagement, employment
or any related rights, of any director, officer or other employee of KCPL or any of its Subsidiaries, except
for normal increases in the ordinary course of business consistent with past practice that, in the aggregate,
do not result in a material increase in benefits or compensation expense to KCPL or any of its Subsidiaries;
(ii) enter into or amend any employment, severance or special pay arrangement with respect to the
termination of employment or other similar contract, agreement or arrangement with any director or officer
or other employee other than in the ordinary course of business consistent with past practice; or (iii) deposit
into any trust (including any " rabbi trust") amounts in respect of any employee benefit obligations or
obligations to directors; provided that transfers into any trust, other than a rabbi or other trust with respect
to any non-qualified deferred compensation, may be made in accordance with past practice.

(j) 1935 Act. KCPL shall not, nor shall KCPL permit any of its Subsidiaries to, except as required
or contemplated by this Agreement, engage in any activities which would cause a change in KCPL's status,
or that of its Subsidiaries, under the 1935 Act.

(k) Accounting. KCPL shall not, nor shall it permit any of its Subsidiaries to, make any changes in
its accounting methods, except as required by law, rule, regulation or GAAP.

-

(1) Affiliate Transactions. Except as set forth in Section 8.l(1) of the KCPL Disclosure Schedule,
KCPL shall not, nor shall it permit any of its Subsidiaries to, enter into any material agreement or

'

arrangement with any of their Affiliates (other than wholly owned Subsidiaries) on terms materially less
favorable m such party than could be reasonably expected to have been obtained with an unaffiliated third-
party on an arm's length basis.l

(m) Cooperation, Notification. RCPL shall (i) confer on a regular and frequent basis with one or
more representatives of Western Resources to discuss, subject to applicable law, material operational
matters and the general status of its ongoing operations (ii) promptly notify Western Resources of any
significant changes in its business, properties, assets, condition (financial or other), results of operations or
prospects, and (iii) promptly provide Western Resources with copies of all filings made by KCPL or any of
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its Subsidiaries with any state or federal court, administrative agency, commission or other Gosernmental l
Authority in connection with this Agreement and the transactions contemplated hereby.

(n) Rate Matters. Subject to applicable law, KCPL shall, and shall cause its Subsidiaries to, discuss
with Western Resources any changes in its or its Subsidiaries' rates or the services it pmvides or charges |
(other than pass-through fuel and gas rates or charges), standards of service or accounting from those in |
effect on the date hereof and consult with Western Resources prior to making any filing (or any amendment I

thereto), or effecting any agreement, commitment, arrangement or consent with governmental regulators,
'
I

whether written or oral, formal or informal, with respect thereto, and KCPL will not make any fling to
change hs rates or the services it provides on file with the FERC that would have a material adverse effect
on the benefits associated with the business combination provided for herein.

(o) Third. Party Consents. KCPL shall, and shall cause its Subsidiaries to, use all commercially
reasonable efforts to obtain all KCPL Required Consents. KCPL shall promptly notify Western Resources
of any failure or prospective failure to obtain any such consents and, if requested by Western Resources,
shall provide copies of all KCPL Required Consents obtained by KCPL to Western Resources.

(p) No lireach, Etc. KCPL shall not, nor shall it permit any of its Subsidiaries to, willfully take any
action that would or is reasonably likely to result in a material breach of any provision of this Agreement or
in any of its representations and warranties set forth in this Agreement being untrue on and as of the Closing

g Date.

(q) Tax. Exempt Status, KCPL shall not, nor shall it permit any of its Subsidiaries to, take any
~

action that would likely jeopardize the qualification of KCPL's or Westem Resources * outstanding revenue
bonds which qualify on the date hereof under Section 142(a) of the Code as " exempt facility bonds" or as
tax exempt industrial development bonds under Section 103(b)(4) of the Internal Revenue Code of 1954, as
amended, prior to the Tax Reform Act of 1986.

(r) Contracts. KCPL shall not, nor shall KCPL permit any Subsidiary of KCPL to, except in the
ordinary course of business consistent with past practice, modify, amend, terminate, renew or fail to use
reasonable business efforts to renew any material contract or agreement to which KCPL or any Subsidiary
of KCPL is a party or waive, release or assign any material rights or claims.

(s) Insurance. KCPL shall, and shall cause its Subsidiaries to, maintain with financially responsible
insurance companies insurance in such amounts and against such risks and losses as are customary for
companies engaged in the electric utility industry and employing methods of generating electric power and
fuel sources similar to those methods employed and fucts used by KCPL or its Subsidiaries.

(t) Permits. KCPL shall, and shall cause its Subsidiaries to, use reasonable efforts to maintain in
effect all existing govemmental pennits which are material to the operations of KCPL or its Subsidiaries.

(u) Tax Matters, KCPL shall not (i) make or rescind any material express or deemed election
relating to taxes unless such election will have the effect of minimizing the tax liabilities of KCPL or any
of its Subsidiaries, including elections for any and all joint ventures, partnerships, limited liability

.I companies, working interests or other investments where KCPL has the capacity to make such binding
elections, (ii) without the written consent of Western Resources, which consent will not be unreasonably
withheld, settle or compromise any material claim, action, suit, litigation, proceeding, arbitration,
investigation, audit or controversy relating to taxes unless such settlement or compromise results in (A) a
change in taxable income or tax liability that will reverse in future periods and is therefore, by its nature, a
timing difference or (11) a change in taxable income or tax liability that will not reverse in future periods
and is therefore, by its nature, a permanent difference unless the tax liability resulting from the increase is
less than $5 million, or (iii) change in any material respect any of its methods of reporting income or ;

deductions for federal income tax purposes from those employed in the preparation of its federal income
tax return for the taxable year ending December 31,1996, except as may be required by applicable law or
except for such changes that would reduce consolidated federal taxable income or alternative minimum
taxable income.
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(v) Discharge of Liabilities. KCPL shall not, nor shall KCPL permit any of its Subsidiaries to, pay,
discharge or satisfy any material claims, liabilities or obligations (absolute, accrued, asserted or unasserted,
contingent or otherwise), other than the payment, discharge or satisfaction, in the ordinary course of
business consistent with past practice (which includes the payment of final and unappealable judgments) or
in accordance with their terms, of liabilities reflected or reser ed against in, or contemplated by, the most
recent consolidated financial statements (or the notes thereto) of KCPL included in KCPL's reports filed
with the SEC, or incurred in the ordinary course of business consistent with past practice.

Section 8.2 Covenants of Western Resources. New KC and KGE. Western Resources agrees, as to itself,
New KC and to each of its Subsidiaries, that after the date hereof and prior to the KGE Effective Time or earlier ,

termination of this Agreement:

(a) Cooperation, Notification. Western Resources shall (i) confer on a regular and frequent basis
4

with one or more representatives of KCPL to discuss, subject to applicable law, material operational matters "

and the general status of its ongoing operations, (ii) promptly notify KCPL of any significant changes in its
business, properties, assets, condition (financial or other), results of operations or prospects, and
(iii) promptly provide KCPL with copies of all filings made by Western Resources or any of its Subsidiaries
with any state or federal court, administrative agency, commission or other Governmental Authority in
connection with this Agreement and the transactions contemplated hereby.

(b) Third Party Consents. Western Resources shall, and shall cause its Subsidiaries and New KC
%, to, use all commercially reasonable efforts to obtain all Westem Resources Required Consents. Westem

Resources shall promptly notify KCPL of any failure or prospective failure to obtain any such consents and,-,

if requested by KCPL, shall provide copies of all Western Resources Required Consents obtained by* '' ~

Western Resources to KCPL.

(c) No lireach, Etc. Each of Western Resources KGE and New KC shall not, nor shall they permit
any of their respective Subsidiaries to, willfully take any action that would or is reasonably likely to result
in a material breach of any provision of this Agreement or in any of its representations and warranties set
forth in this Agreement being untrue on and as of the Closing Date.

(d) New KC Not to Engage In Operations. Prior to the KCPL and KGE Effective Times, Western
Resources shall not permit New KC to engage in any business or incur any liabilities or be a party to any
contract or agreement, other than as contemplated by this Agreement or as specifically agreed to in writing
by KCPL,

(e) Cash for Payment in Lieu of Fractional Shares. New KC as of the KGE Effective Time will
have sufficient cash available to pay for all fractional share interests of New KC Common Stock which
would otherwise be issued pursuant to the KCPL Merger.

(f) Insurance, Western Resources shall use reasonable efforts to obtain for New KC with financially
responsible insurance companies insurance effective as of the Closing Date in such amounts and against
such risks and losses as are customary for companies engaged in the electric utility industry and employing
methods of generating electric power and fuel sources similar to those methods to be employed and fuels to

-

; be used by New KC,
,

ARTICLE IX .

ADDITIONAL AGREENtENTS

Section 9.1 Access to Information. Upon reasonable notice, each party shall, and shall cause its
Subsidiaries to, afford to the officers, directors, employees, accountants, counsel, investment bankers, financial

;

| advisors and other representatives of the other parties (collectively, " Representatives") reasonable access, during
normal business hours throughout the period prior to the KGE Effective Time, to all of its properties, books,
contracts, commitments and records (including, but not limited to, Tax Returns) and, during such period, each
party shall, and shall cause its Subsidiaries to, furnish promptly to the other (i) access to each report, schedule

i
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and other document filed or received by it or any of its Subsidiaries pursuant to the requirements of federal or
state securities laws or filed with or sent to the SEC, the FERC, the NRC, the Department of Justice, the Federal.

Trade Commission, or any other federal or state regulatory agency or commission and (ii) access to all ,

information concerning themselves, their Subsidiaries, directors, officers and shareholders and such other matters |
as may be reasonably requested by the other party in connection with any filings, applications or approvals
required or contemplated by this Agreement or for any other reason related to the transactions contemplated by
this Agreement. All documents and information supplied by one party to the other pursuant to this Section 9.1
shall be deemed to be " Evaluation Material" as defmed la the Confidentiality Agreement, dated December 20,
1996, between KCPL and Westem Resources, as it may be amended from time to time (the " Confidentiality !

Agreement"), and shall be kept confidential in accordance with the terms of such Agreement. l

e.
Section 9.2 Joint Proxy Statement and Registmtion Statement. ,

|

(a) Preparation nnd Filing. The parties will prepare and file with the SEC as soon as reasonably )
practicable after the date hereof the Registration Statement and the Proxy Statement (together, the " Joint
Proxy / Registration Statement"). The parties hereto shall cach use reasonable efforts to (i) cause the Registration
Statement to be declared effective under the Securities Act as promptly as practicable after such filing and (ii)
respond as promptly as practicable to any comments made by the SEC. Each party hereto shall also take such
action as may be reasonably required to cause the shares of (i) Western Resources Common Stock issuable in
connection with the Stock Contribution and the Western Resources Stock Distribution to be registered or tog j

obtain an exemption from registration under applicable state " blue sky" or securities laws and (ii) New KC i
,..

i;vi Common Stock issuable in connection with the KGE Merger and the KCPL Merger to be registered or to obtain
an exemption from registration under applicable state " blue sky" or securities laws; provided. however, that no
party shall be required to register or qualify as a foreign corporation or to take other action which would subject
it to service of process in any jurisdiction where the Sursiving Corporation will not be, following the KGE 1

Merger, so subject. Each of the parties hereto shall fumish all information concerning itself which is required or
customary for inclusion in the Joint Proxy / Registration Statement. The parties shall use reasonable efforts to
cause the shores of (i) Western Resources Common Stock issuable in the Stock Contribution and the Western
Resources Stock Distribution and (ii) New KC Common Stock issuable in the KCPL Merger and the KGE
Merger, to be approved for listing on the NYSE upon official notice of issuance. The information provided by .

any party hereto for use in the Joint Proxy / Registration Statement shall be true and correct in all material respects
without omission of any material fact which is required to make such information not false or misleading. No
representation, covenant or agreement is made by any party hereto with respect to information supplied by any
other party for inclusion in the Joint Proxy Statement / Registration Statement.

(b) Letter of KCPL's Accountants. KCPL shall use its best efforts to cause to be delivered to Westem
Resources letters of Coopers & Lybrand, dated a date within two business days before the date of the Joint
Proxy / Registration Statement, and addressed to Western Resources, in form and substance reasonably
satisfactory to Western Resources and customary in scope and substance for " cold comfort" letters delivered by
independent public accountants in connection with registration statements on Form S-4. i,,

,.~

(c) Letter of Western Resources' Accountants. Western Resources shall use its best efforts to cause to
' ' "^

he delivered to KCPL a letter of Arthur Andersen LLP, dated a date within two business days before the date of

the Joint Proxy / Registration Statement, and addressed to KCPL,in form and substance reasonably satisfactory to
KCPL and customary in scope and substance for " cold comfort" letters delivered by independent public
accountants in connection with registration statements on Form S-4.

(d) Fairness Opinions. It shall be a condition to the mailing of the Joint Proxy / Registration Statement to
the shareholders of KCPL and Western Resources that (i) KCPL shall have received an opinion from Merrill
Lynch, dated the date of the Joint Proxy / Registration Statement, to the effect that, as of the date thereof, the
consideration to be received by the holders of KCPL Common Stock (other than Westem Resources and its
Affiliates) in the KCPL Merger and the Western Resources Stock Distribution, taken as a whole, is fair to such
holders from a financial point of view and (ii) Western Resources shall have received an opinion from Salomon.
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dated the date of the Joint Proxy / Registration Statement, to the effect that, as of the date thereof the Aggregate
Consideration is fair from a hnancial point of view to Western Resources.

Section 9.3 Regulatory Matters.

Each party hereto shall file or cause to be filed with the Federal Trade Commission and(a) IISR Filings.
the Department of Justice any notifications required to be filed by its respective " ultimate parent" company
under the llart Scott-Rodino Antitrust Improvements Act of 1976, as amended (the "HSR Act"), and the rules
and regulations promulgated thereunder with respect to the transactions contemplated hereby. Such parties will
use all commercially reasonable efforts to make such tilings in a timely manner and to respond on a timely basis'

to any requests for additional information made by either of such agencies.

(b) Other Regulatory Approvals. Each party hereto shall cooperate and use its best efforts to promptly
,

prepare and file all necessary documentation, to effect all necessary applications, notices, petitions, filings and
,

other documents, and to use all commercially reasonable efforts to obtain all necessary permits, consents,
approvals and authorizations of all Govemmental Authorities necessary or advisable to obtain the KCPL
Required Statutory Approvals and the Western Resources Required Statutory Approvals.

l

Section 9.4 Shareholder Apprmal.

(a) Approval of KCPL Shareholders. Subject to the provisions of Section 9.4(c) and Section 9.4(d),
k KCPL shall, as soon as reasonably practicable after the date hereof (i) take all steps necessary to duly call, give

notice of, convene and hold a meeting of its shareholders (the "KCPL Meeting") for the purpose of securing the|

KCPL Shareholders' Approval, (ii) distribute to its shareholders the Proxy Statement in accordance with
applicable federal and state law and with its Restated Articles of Consolidation and by-laws (iii) subject to the
tiduciary duties of its Board of Directors, recommend to its shareholders the approval of the KCPL Merger, this
Agreement and the transactions contemplated hereby, and (iv) cooperate and consult with Western Resources
with respect to each of the foregoing matters.

(b) Approval of Western Resources Shareholders. Subject to the provisions of Section 9.4(c) and
Section 9.4(d), Western Resources shall, as soon as reasonably practicable after the date hereof (i) take all steps
necessary to duly call, give notice of, convene and hold a meeting of its shareholders (the " Western Resources
Meeting") for the purpose of securing the Western Resources Shareholders' Approval, (ii) distribute to its
shareholders the Proxy Statement in accordance with applicable federal and state law and with the Western

a ticles and the by-laws of Westem Resources (the " Western Resources By Ims"),(iii) subject toResources
the fiduciary duties ofits Board of Directors, recommend to its shareholders the approval of this Agreement and

r

the transactions contemplated hereby, including without hmitation the Asset Contribution, the Stock Contribution
and the issuance of shares of Westem Resources Common Stock to be contributed to KGE pursuant to the Stock
Contribution, and (iv) cooperate and consult with KCPL with respect to each of the foregoing matters.

The Western Resources Meeting for the purpose of securing the Western Resources(c) Meeting Date,
Shareholder:,' Approval and the KCPL Meeting for the purpose of securing the KCPL Shareholders' Approval

.

shall be held as soon as practicable, or at such other time as KCPL and Western Resources shall mutually'

determine in writmg.
'

(d) Fairness Opinions Not Withdrawn, It shall be a condition to the obligation of KCPL to hold the
KCPL Meeting that the opinion of Merrill Lynch, referred to in Section 9.2(d), shall not have been withdrawn,
and it shall be a condition to the obligation of Western Resources to hold the Western Resources Meeting that
the opinion of Sa'omon, referred to in Section 9.2(d), shall not have been withdrawn.

Section 9.5 Directors' and Officers' Indemnification.

To the extent, if any, not provided by an existing right of indemnification or other
(a) Indemnification.

agreement or policy, from and after the KGE Effective Time, the Surviving Corporation shall, to the fullest extent
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permitted by applicable law, indemnify, defend and hold harmless each person who is now, or has been at any
time prior to the date hereof, or who becomes prior to the KGE Effectise Time, an officer, director or employee,

of any of the parties hereto or their respective Subsidiaries (each an " Indemnified Party" and collectively, the |

|
" Indemnified Parties") against (i) all losses, expenses (including reasonable attomey's fees and expenses),

I claims, damages or liabilities or, subject to the proviso of the next succeeding sentence, amounts paid in
settlement, arising out of actions or omissions occurring at or prior to the KGE Effective Time (and whether

,

asserted or claimed prior to, at or after the KGE Effective Time) that are, in whole or in part, based on or arising i

out of the fact that such person is or was a director, officer or employee of such party (the " Indemnified
Liabilities"), and (ii) all Indemnified Liabilities to the extent they are based on or arise out of or pertain to the
transactions contemplated by this Agreement. In the esent of any such loss, expense, claim, damage or liability
(whether or not arising before the KGE Effective Time), (i) the Surviving Corporation shall pay the reasonable*

,

fees and expenses of counsel selected by the Indemnified Parties, which counsel shall be reasonably satisfactory
to the Surviving Corporation, promptly after statements therefor are received and otherwise advance to such !

Indemnitied Party upon request reimbursement of documented expenses reasonably incurred, in either case to !
Ithe extent not prohibited by the KGCC,(ii) the Surviving Corporation will cooperate in the defense of any such

, matter and (iii) any determination required to be made with respect to whether an Indemnitied Party's conduct |
' complies with the standards set forth under the KGCC and the certificate of incorporation or by-laws of the

Surviving Corporation shall be made by independent counsel mutually acceptable to the Surviving Corporation
and the Indemnitied Party; provided, however, that the Surviving Corporation shall not be liable for any

% settlement effected without its written consent (which consent shall not be unreasonably withheld). The
Indemnitied Parties as a group may retain only one law tirm with respect to each related matter except to the

Iextent there is, in the opinion of counsel to an Indemnified Party, under applicable standards of professional'-

conduct, a conflict on any significant issue between positions of such Indemnitied Party and any other
Indemnitied Party or Indemnitied Parties.

(b) Insurance. For a period of six years after the KGE Effective Time, the Surviving Corporation shall i

cause to be maintained in effect policies of directors and officers' liability insurance maintained by KCPL and |
|Western Resources for the benefit of those persons who are currently covered by such policies on terms no less

favorable than the terms of such current insurance coverage; provided, however, that the Surviving Corporation
shall not be required to expend in any year an amount in excess of 150% of the annual aggregate premiums
currently paid by KCPL, and Western Resources for such insurance; and provided, fi4rther, that if the annual
premiums of such insurance coverage exceed such amount, the Surviving Corporation shall be obligated to obtain
a policy with the best coverage available, in the reasonable judgment of the Board of Directors of the Surviving
Corporation, for a cost not exceeding such amount.

(c) Successors, In the event the Surviving Corporation or any of its successors or assigns (i) consolidates
with or merges into any other person or entity and shall not be the continuing or surviving corporation or entity
of such consolidation or merger or (ii) transfers all or substantially all of its properties and assets to any person
or entity, then and in either such case, proper provisions shall be made so that the successors and assigns of the
Surviving Corporation shall assume the obligations set forth in this Section 9.5.

.~
(d) Survival of Indemnification, To the fullest extent permitted by law, from and after the KGE Effective

Time, all rights to indemnification as of the date hereof in favor of the employees, agents, directors and officers
of KCPL, New KC, Western Resources and KGE and their respective Subsidiaries with respect to their activities

as such prior to the KGE Effective Time, as provided in their respective articles of incorporation and by laws in
effect on the date thereof, or otherwise in effect on the date hereof, shall survive the KGE Merger and shall
continue in full force and effect for a period of not less than six years from the KGE Effective Time.

(e) lienefit. The provisions of this Section 9.5 are intended to be for the benefit of, and shall be
enforceable by, each Indemnified Party, his or her heirs and his or her representatives.

Section 9.6 Public Announcements. Subject to each party's disclosure obligations imposed by law, KCPL,
New KC, Western Resources and KGE will cooperate with each other in the development and distribution of all
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news releases and other public information disclosures with respect to this Agreement or any of the transactions

contemplated hereby and shall not issue any public announcement or statement with respect hereto or thereto
,

~ without the consent of the other party (which consent shall not be unreasonably withheld).

Section 9.7 Rule NS Affiliates. KCPL shall identify in a letter to Westem Resources all persons who are,
and to KCPL's knowledge who will be at the Closing Date, " affiliates" of KCPL as such term is used in Rule
145 under the Securities Act. KCPL shall use all reasonable efforts to cause its affiliates (including any person
who may be deemed to have become such an affiliate after the date of the letter referred to in the prior sentence)
to deliver to Western Resources on or prior to the Closing Date a written agreement substantially in the form
attached as Exhibit 9.7 (each an "At]iliate Agreement"). ,

Section 9.8 Employee Agreements and Workforce Matters.
,

(a) Certain Employee Agreements. Subject to Section 9.9 and Section 9.10, the Surviving Corporation
-

and its Subsidiaries shall honor, without modification, all contracts, agreements, collective bargaining
agreements, severance agreements between KCPL and certain of its officers and commitments of the parties prior
to the date hereof that have previously been provided to Western Resources and that are disclosed in Section
6.10 of the KCPL Disclosure Schedule and that apply to any current or former employee or current or former
director of the parties hereto; provided, however, that this undertaking is not intended to prevent the Surviving

-

Corporation from enforcing such contracts, agreements, collective bargaining agreements and commitments ing
accordance with their terms, including, without limitation, any reserved right to amend, modify, suspend, revoke*

or terminate any such contract, agreement, collective bargaining agreement or commitment.
,

,

(b) Workforce Matters. Subject to applicable bargaining agreements, Westem Resources shall treat the
employees of the Surviving Corporation as a single workforce, and shall use its best effort to conduct its
employee management practices on a fair and equitable basis, without regard to any employee's place of
employment prior to the KGE Effective Time.

Section 9.9 Employee Benefit Plans.

(a) Company Plans, (i) From the KGE Effective Time until the first anniversary of the KCE Effective
Time, New KC shall provide to employees of the Surviving Corporation who were employees of KCPL prior to
the KGE Effective Time ("KCPL Employees") benefits which are no less favorable in the aggregate than the
benefits provided to employees of KCPL as of the date hereof,(ii) between the first and second anniversaries of
the KGE Effective Time, New KC may either provide KCPL Employees benefits which are no less favorable in
the aggregate than the benefits provided to employees of KCPL as of the date hereof or provide to KCPL
Employees benefits on the same terms as those applicable to other similarly situated former KGE employees,
and (iii) after the second anniversary of the KGE Effective Time, New KC shall provide to KCPL Employees
benefits on the same terms as those applicable to other similarly situated former KGE employees. In the event
New KC is unable to provide benefits to KCPL Employees on the same terms applicable to other similarly
situated former KGE employees after the second anniversary of the KGE Effective Time, it shall continue to

-

,

provide benefits which are no less favorable in the aggregate than the benefits provided to KCPL Employees as
of the date hereof until such other benefits can be provided. For purposes of this Section 9.9(a), the terml

" benefits" shall not include the following plans of KCPL: the Long Term Incentive Plan for Executives, the -

Auto Allowance, the Financialfrax Allowance, the Incentive Compensation Plan, the Executive Long Term and
Short Term incentive Plan, the RESULTS Incentive Compensation Plan, the KLT, Inc. Annual Incentive Pay
Plan and Long Term incentive Plan, the Ad floc Bonus Program, the Retention /lliring Bonus Program, the Sales
and Marketing Incentive Plans, and the Bulk Power Sales Incentive Plan.

(b) Effect of the KCPL Merger and the KGE Merger. The consummation of the KCPL Merger or the

|
KGE Merger shall not be treated as a termination of employment for purposes of any Western Resources Benefit
Plan or KCPL Benefit Plan.
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(c) Credit for Past Service. Without limitation of the foregoing provisions of this Section 9.9, each
participant in any benefit plan of the Surviving Corporation shall receive credit for service with KCPL, Western
Resources or KGE, as the case may be, for purposes of (i) eligibility to participate, vesting and eligibility to
receive benefits under any benefit plan of the Surviving Corporation or any of its Subsidiaries or affiliates and
(ii) benefit accrual under any severance or vacation pay plan; provided, however, that such crediting of service |

shall not operate to duplicate any benefit to any such participant or the funding for any such beneht. |
|

Section 9.10 Stock Options. Prior to the KCPL Effective Time, KCPL shall take such actions as may be
necessary such that immediately prior to the KCPL Effective Time, each option to purchase shares of KCPL |

Com. mon Stock and any accrued dividend rights granted on such KCPL Common Stock (collectively, the "KCPL |
Stock Options") which is outstanding, whether or not then exercisable, shall be canceled and entitle the holder I

of any then exercisable KCPL Stock Options, upon surrender of all outstanding KCPL Stock Options, to receive |
in consideration of such cancellation an amount in cash from KCPL equal to the result of multiplying the r, umber |

of shares of KCPL Common Stock previously subject to such KCPL Stock Option by the difference between |

(i) the sum of (x) the fair market value of the number of shares of Western Resources Common Stock (as |
Idetermined by the average closing price of the Western Resources Common Stock for the rive (5) consecutive

trading day period occurring immediately following the distribution contemplated by Section 4.1) that such
optionee would have received nursuant to Section 4.1 if such optionee had exercised a KCPL Stock Option to ,

purchase one (1) share of KCPL Common Stock immediately prior to the KCPL Effective Time and (y) the fair |

N market value of the number of shares of New KC Series A Common Stock (as determined by the average closing 1

- price of the New KC Series A Common Stock for the five (5) consecutive trading day period occurring
immediately following the distribution contemplated by Section 4.1) that such optionce would have received
pursuant to Section 2.4(a) if such optionee had exercised a KCPL Stock Option to purchase one (1) share of
KCPL Common Stock immediately prior to the KCPL Effective Time and (ii) the per share exercise price of |
such KCPL Stock Options.

'

Section 9.11 No Solicitations, From and after the date hereof, KCPL will not, and will not authorize or
permit any of its Representatises to, directly or indirectly, solicit, initiate or encourage (including by way of
furnishing information) or take any other action to facilitate knowingly any inquiries or the making of any
proposal which constitutes or may reasonably be expected to lead to an Acquisition Proposal (as defined herein)
from any person, or engage in any discussien or negotiations relating thereto or accept any Acquisition Proposal;
provided however, that notwithstanding any other provision hereof, KCPL may (i) at any time prior to the time
KCPL's shareholders shall have voted to approve this Agreement, engage in discussions or negotiations with a
third party who (without any solicitation, initiation, encouragement, discussion or negotiation, directly or
indirectly, by or with KCPL or its Representatives after the date hereof) seeks to initiate such discussions or
negotiations and may furnish such third party information concerning KCPL and its business, properties and
assets if, and only to the extent that, (A) (x) the third party has first made an Acquisition Proposal that is
financially superior to the transactions contemplated herein and has demonstrated that financing for the
Acquisition Proposal is reasonably likely to be obtained (as determined in good faith by KCPL's Board of
Directors after consultation with its financial advisors) and (y) KCPL's Board of Directors shall conclude in good
faith, after considering applicable provisions of state law, on the basis of oral or written advice of outside counsel'

that such action is necessary for the KCPL Board of Directors to act in a manner consistent vith its fiduciary
duties under applicable law and (B) prior to furnishing such information to or entering into discussions or
negotiations with such person or entity, KCPL (x) provides prompt notice to Western Resources to the effect
that it is planning to furnish information to or enter into discussions or negotiations with such person or entity
and (y) receives from such person or entity an executed confidentiality agreement in reasonably customary form
on terms not in the aggregate materially more favorable to such person or entity than the terms contained in the
Confidentiality Agreement, (ii) comply with Rule 14e-2 promulgated under the Exchange Act with regard to a
tender or exchange offer, and/or (iii) accept an Acquisition Proposal from a third party, provided KCPL tirst
terminates this Agreement pursuant to Section 11.l(e). KCPL shall immediately cease and terminate any existing
solicitation, initiation, encouragement, activity, discussion or negotiation with any parties conducted heretofore
by KCPL or its Representatives with respect to the foregoing. KCPL. shall notify Western Resources orally and
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in writing of any such inquiries, offers or proposals (including, without limitation, the terms and conditions of
any such proposal and the identity of the person making it), within 24 hours of the receipt thereof, shall keep
Western Resources informed of the status and details of any such inquiry, offer or proposal, and shall give

-

Westem Resources five days' advance notice of any agreement to be entered into with or any information to be
supplied to any person making such inquiry, offer or proposal. As used herein, " Acquisition Proposal" shall
mean a proposal or offer (other than by Western Resources, KGE or New KC) for a tender or exchange offer,
merger, consolidation or other business combination involving KCPL or any KCPL Subsidiary or any proposal
to acquire in any manner a substantial equity interest in or a substantial portion of the assets of KCPL or any
KCPL Subsidiary. .

Section 9.12 Board of Directors o/New KC. At the KGE Effective Time, Western Resources shall cause
the initial Board of Directors of New KC to be comprised of six persons designated by Western Resources, and

"

four persons selected from the Board of Directors of KCPL, in office as of the date hereof, designated by KCPL.
Thereafter, directors of New KC shall be nominated and elected in accordance with the procedures set forth in

-

the New KC Articles and New KC By-Laws.

Section 9.13 Post Merger Operations.

At the KGE Effective Time,(i) the executive headquarters of New KC
(a) Principal Corporate Offices. "

shall be in Kansas City, blissouri,(ii) the customer service headquarters of New KC shall be in Wichita, Kansas,
4 and (iii) the field operation headquarters of New KC shall be in Topeka, Kansas.

,

After the KGE Effective Time, the Surviving Corporation currently intends to provide
< ;;

I(b) Charities.
charitable contributions and community support within the service areas of KCPL and Western Resources and
each of their respective Subsidiaries at annual levels substantially comparable to the annual levels of charitable
contributions and community support provided by KCPL and Westem Resources and their respective~

Subsidiaries within their service areas during 1994 and 1995.

At the KGE Effective Time, Western Resources shall
(c) Board of Directors of Western Resources.

cause to be nominated to the Board of Directors of Westem Resources (to such class of directors as Westem
Resources shall determine in its sole discretion) the following persons: William H. Clark, Robert J. Dineen and
Robert H. West. No persons shall be substituted for the foregoing persons if any such person is not qualified or
declines to serve as a director of Western Resources pursuant to the Westem Resources Articles or the Western
Resources By Laws

(d) Termination of Litigation. The parties hereto shall immediately dismiss, with each party bearing its
own costs and litigation expenses, all proceedings pending between themselves and their affiliates, including
without limitation KCPL v. Western Resources, Inc. et al, Civ. Action No. 96-552 CV W.5 (W.D. h!o.), and
each shall thereafter sign and deliver such further instruments as may be necessary in connection with such
dismissals.

'

(e) Dividends. 11pon the KGE Effective Time, the dividend policy of New KC shall be set by the Board~'

of Directors of New KC so as to achieve a payout ratio that is consistent with comparable electric utility
companies.

.

Section 9.14 Erpenses. Subject to Section 11.3, all costs and expenses incurred in connection with this
Agreement and the transactions contemplated hereby shall be paid by the party incurring such expenses, except

j

that those expenses incurred in connection with printing the Joint Proxy / Registration Statement, as well as the
filing fee relating thereto, shall be shared equally by KCPL and Western Resources.

Section 9.15 Transition Management. The parties shall create a special transition management task force i

(the " Task Force") which shall be jointly headed by representatives appointed by and reasonably acceptable tof

the Chief Executive Officers of Western Resources and KCPL. The Task Force shall examine various alternativesl
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regarding the manner in which to best organize and manage the business of the Sursiving Corporation after the
- KGE Effective Time, subject to applicable law.

1

Section 9.16 Purchase Accormting and Tar-Free Status. Each pany hereto agrees, as to itself and to each
of its Subsidiaries, that after the date hereof and prior to the KGE Effectise Time or earlier termination of this
Agreement, except as expressly contemplated or permitted in this Agreement:

(a) Purchase Accounting. Westem Resources and New KC shall account for the KGE Merger and
the KCPL Merger under the purchase method of accounting in accordance with the provisions of
Accounting Principles Board Opinion No.16, " Business Combinations." j

(b) Tax Free Status. None of the parties hereto shall, nor shall any party hereto permit any of its !
,

Subsidiaries or any employees, officers or directors of such party or of any of its Subsidiaries to, take any I

actions which would, or would be reasonably likely to, adversely affect the ability of the KCPL Merger or j

the KGE Merger to qualify for tax-free treatment under the Code, both to the panies and their respective l

shareholders (except for any cash received in lieu of fractional shares), and each party hereto shall use all |

reasonable efforts to achieve such result. |

Section 9.17 Further Assurances. Each party will, and will cause its Subsidiaries to, execute such further
documents and instruments and take such further actions, including the application for any necessary regulatory
approvals or exemptions, as may reasonably be requested by any other party in order to consummate the

i transactions contemplated hereby in accordance with the terms hereof.

N Section 9.18 Interim Dividends. The last record date of each of KCPL and Western Resources on or prior |

to the KGE Effective Time which relates to a regular quarterly disidend on KCPL Common Stock or Western
Resources Common Stock, as the case may be, shall be the same date and shall be prior to the KGE Effective
Time.

Section 9.19 Redemption of Certain Western Resources $100 Preferred. Priot to the KGE Effective Time,
the Board of Directors of Western Resources shall call for redemption all outstanding shares of 4h% Western |

Resources $100 Preferred Stock,4%% Western Resources $100 Preferred Stock and 5% Western Resources I
'

$100 Preferred Stock at a redemption price equal to the amount set forth in the Western Resources Articles,
together with all dividends accrued and unpaid to the date of such redemption and take all other required actions
so that all shares of 4M% Western Resources $100 Preferred Stock,4%fe Western Resources $100 Preferred

Stock and 5% Western Resources $100 Preferred Stock shall be redeemed and no such shares shall be deemed
to be outstanding at the KGE Effective Time or entitled to vote on the approval of this Agreement and the
transactions contemplated hereby.

ARTICLE X

CONDir!ONS

Section lo.l Conditions to Each Parry's Obligation to Effect the KGE blerger and the KCPL.r
bIerger. The respective obligations of each party to effect the KGE Merger or the KCPL Merger, as the case
may be, shall be subject to the satisfaction on or prior to the Closing Date of the following conditions, except, to
the extent permitted by applicable law, that such conditions may be waived in writing pursuant to Section i1.5
by the joint action of the parties hereto:

(a) Shareholder Approvals. The Western Resources Shareholders' Approval and the KCPL
Shareholders' Approval shall have been obtained.

(b) No injunction. No temporary restraining order or preliminary or permanent injunction or other
order by any federal or state court preventing consummation of the KGE Merger or the KCPL Merger shall
have been issued and be continuing in effect, and the KGE Merger, the KCPL Merger and the other
transactions contemplated hereby shall not have been prohibited under any applicable federal or state law'

or regulation.
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(c) Registration Statement. The Registration Statement shall hase become effective in accordance
with the provisions of the Securities Act, and no stop order suspending such effectiveness shall have been

I

issued and remain in effect.

(d) Llsting of Shares. The shares of Western Resources Common Stock issuable in the Stock |
i

Contribution and the Westem Resources Stock Distribution and the shares of New KC Common Stock
,

issuable in the KCPL hierger and the KGE hierger shall have been approved for listing on the NYSE upon
I official notice of issuance.

(e) Required Statutory Approvals. The KCPL Required Statutory Approvals and the Western
Resources Required Statutory Approvals shall have been obtained at or prior to the KCPL Effective Time ,

and such approvals shall have become Final Orders (as defined below). A " Final Order" means action by

|
the relevant regulatory authority which has not been reversed, stayed, enjoined, set aside, annulled or j, , , ,

suspended, with respect to which any waiting period prescribed by law before the transactions contemplated j

|
hereby may be consummated has expired, and as to which all conditions to the consummation of such

- .

transactions prescribed by law, regulation or order have been satisfied. |
|

(f) Permits. To the extent that the continued lawful operations of the business of KCPL or any of its

|
Subsidiaries after the KCPL hierger or to the extent that the continued lawful operations of the business of i

Western Resources, KGE, New KC, or any of their respective Subsidiaries after the KGE hierger require;

I that any license, permit or other governmental approval be transferred to the Surviving Corporation or

h issued to the Surviving Corporation, such licenses, permits or other authorizations shall have been

! transferred or reissued to the Surviving Corporation at or before the Closing Date, except where the failure !

m
[N- to transfer or reissue such licenses, permits or other authorizations would not have a material adverse effect

on the business, assets, financial condition, results of operations or prospects of the Surviving Corporation'

and its Subsidiaries taken as a whole immediately after the KGE Effectise Time.

(g) Tax Confirmation. Western Resources shall have received confirmation in form and substance
reasonably satisfactory to Western Resources from the Kansas tax authorities that no sales or use tax is
payable in connection with the Asset Contribution.

Section 10.2 Conditions to Obligation of Western Resources, KGE and New KC to Efect the KGE
Merger. The obligation of Western Resources, KGE and New KC to effect the KGE hierger shall be further
subject to the satisfaction, on or prior to the Closing Date, of the following conditions, except as may be waived
by Western Resources, KGE and New KC in writing pursuant to Section 11.5:

(a) Performance of Obligations of KCPL. KCPL (and/or its appropriate Subsidiaries) will have

| performed in all material respects their agreements and covenants contained in or contemplated by this
Agreement which are required to be performed by them at or prior to the KGE Effective Time including,!

without limitation, agreements and covenants contained in Section 2A(c) hereof.

(b) Representations and Warranties. The representations and warranties of KCPL set forth in this
Agreement shall be true and correct (i) on and as of the date hereof and (ii) on and as of the Closing Date
with the same effect as though such representations and warranties had been made on and as of the Closing

p,L Date (except for representations and warranties that expressly speak only as of a specific date or time which
*

4
need only be true and correct as of such date or time) except in each of cases (i) and (ii) for such failures of
representations or warranties to be true and correct (without giving effect to any materiality qualification or

-

standard contained in any such representations and warranties) which, individually or in the aggregate,
would not result in a KCPL hlaterial Adverse Effect.

(c) Closing Certificates. Western Resources shall have received a certificate signed by the chief
fmancial officer of KCPL. dated the Closing Date, to the effect that, to the best of such officer's knowledge,
the conditions set forth in Section 10.2(a) and Section l0.2(b) have been satisfied.

(d) KCPL hlaterial Adverse Effect. No KCPL hlaterial Adverse Effect shall have occurred.
(e) KCPL Required Consents. The KCPL Required Consents the failure of which to obtain would

have a KCPL hlaterial Adverse Effect, shall have been obtained.
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(f) Affiliate Agreements, Western Resources shall hase received Affiliate Agreement >, duly
.' executed by each " Affiliate" of KCPL, substantially in the form of Exhibit 9.7, as provided in Section 9.7. 1

(g) 1935 Act, Western Resources shall be reasonably satisfied that, following the KGE Effective |
Time, it shall be exempt from all provisions of the 1935 Act other than Section 9(a)(2) thereof.

(h) Statutory Approvals. Westem Resources shall be reasonably satisfied that the Final Orders,
other than any Final Order issued by FERC, with respect to the KCPL Required Statutory Approvals and
the Western Resources Required Statutory Approvals shall not impose terms or conditions which, :

individually or in the aggregate, would have, or insofar as reasonably can be foreseen, are likely to have a
material adverse effect on the business, assets, financial condition or results of operations of the Surviving
Corporation or a material adverse effect on the benefits anticipated by Western Resources as a result of the;'

consummation of the transactions contemplated by this Agreement.

(i) FERC Approval. Western Resources shall be reasonably satisfied that any Final Order issued by
FERC with respect to the KCPL Required Statutory Approvals and the Western Resources Required I
Statutory Approvals shall not impose terms or conditions which, individually or in the aggregate, would
have, or insofar as reasonably can be foreseen, are likely to have a material adverse effect on the business,
assets, financial condition or results of operations of the Surviving Corporation or a material adverse effect
on the benefits anticipated by Western Resources as a result of the consummation of the transactions
contemplated by this Agreement.4

'm (j) Tax Opinion. Western Resources shall have received an opinion from Sullivan & Cromwell,
"~

counsel to Western Resources, in form and substance reasonably satisfactory to Western Resources, dated
as of the Closing, substantially to the effect that (i) the KCPL hierger will qualify as a reorganization within
the meaning of Section 368(a) of the Code and (ii) the KGE hierger will qualify as a reorganization within j
the meaning of Section 368(a) of the Code and (iii) no gain or loss will be recognized by the shareholders
of KGE or Western Resources as a result of the KGE Merger. In rendering such opinion, Sullivan &
Cromwell may require and rely upon representations contained in certificates of officers of KCPL, Western
Resources and others.

(k) Maximum Number of Dissenting Shares. The aggregate number of Dissenting Shares shall not
be greater than 5.5% of the outstanding shares of KCPL Common Stock as of the KCPL Effective Time.

(1) KCPL Merger. The KCPL Merger shall have been consummated in accordance with the terms
of this Agreement. |

\'

Section 10.3 Conditions to Obligation of KCPL to Effect the KCPL Merger. The obligation of KCPL to
effect the KCPL Merger shall be further subject to the satisfaction, on or prior to the Closing Date, of the
following conditions, except as may be waived by KCPL in writing pursuant to Section i1.5:

(a) Performance of Obligations of Western Resources, KGE and New KC. Western Resources,
- KGE and New KC (and/or their appropriate Subsidiaries) will have performed in all material respects their

*"
agreements and covenants contained in or contemplated by this Agreement which are required to be
performed by them at or prior to the KGE Effective Time.

(b) Representations and Warrantles. The representations and warranties of Westem Resources,
KGE and New KC set forth in this Agreement shall be true and correct (i) on and as of the date hereof and
(ii) on and as of the Closing Date with the same effect as though such representations and warranties had
been made on and as of the Closing Date (except for representations and warranties that expressly speak
only as of a specific date or time which need only be true and correct as of such date or time) except in
each of cases (i) and (ii) for such failures of representations or warranties to be true and correct (without
giving effect to any materiality qualification or standard contained in any such representations and
warranties) which, individually or in the aggregate, would not result in a Western Resources Material
Adverse Effect.
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(c) Closing Certificates. KCPL shall hase received a certificate signed by the chief financial officer
of Western Resources, dated the Closing Date, to the effect that, to the best of such officer's knowledge, the

~ ~

conditions set forth in Section 10.3(a) and Section 10.3(b) have been satisfied.

(d) Western Resources Staterial Adverse Effect. No Westem Resources hiaterial Adverse Effect
shall have occurred.

(e) Western Resources Required Consents, The Westem Resources Required Consents the failure

of which to obtain would have a Western Resources hiaterial Adverse Effect shall have been obtained.
(f) Statutory Approvals. KCPL shall be reasonably satisfied that the Final Orders, other than any

Final Order issued by FERC, with respect to the KCPL Required Statutory Approvals and the Westem ,

Resources Required Statutory Approvals shall not impose terms or conditions which, individually or in the I,a 3

aggregate, would have, or insofar as reasonably can be foreseen, are likely to have a material adverse effect
on the business, assets, financial condition er results of operations of the Surviving Corporation.

'

(g) FERC Approval. KCPL shall be reasonably satisfied that any Final Order issued by FERC with
respect to the KCPL Required Statutory Approvals and the Western Resources Required Statutory
Approvals shall not impose terms or conditions which, individually or in the aggregate, would have, or |

insofar as reasonably can be foreseen, are likely to have a material adverse effect on the business, assets, |

financial condition or results of operations of the Surviving Corporation,

(h) Tax Opinion. KCPL shall have received an opinion from Skadden, Arps Slate, hieagher & Flom,
h LLP, counsel to KCPL, in form and substance reasonably satisfactory to KCPL, dated as of the Closing,

] substantially to the effect that (i) the KCPL hierger will qualify as a reorganization within the meaning of
Section 368(a) of the Code, (ii) the KGB Merger will qualify as a reorganization within the meaning of
Section 368(a) of the Code, and (iii) other than in respect of cash paid in lieu of fractional shares, no gain 1

or loss will be recognized by the shareholders of New KC or KCPL as a result of either the KCPL Merger |
'

or the KGE Merger. In rendering such opinion, Skadden, Arps State, Meagher & Flom, LLP may require
and rely upon representations contained in certificates of officers of KCPL, Western Resources and others.

(i) Asset and Stock Contribution; KGE hierger. The Asset Contribution and the Stock
Contribution shall have been consummated in accordance with the terms of this Agreement and all
conditions to Western Resources' and New KC's obligations to effect the KGE Merger shall have been

!- satisfied or waived.

B

,

ARTICLE XI

TERMINATION, AMENDMENT AND WAIVER

i Section 11.1 Termination. For purposes of this Article XI, only Western Resources and KCPL shall have
the right to terminate this Agreement. References to a party under this Article XI shall mean Westem Resources,,

KGE and New KC, on the one hand, or KCPL, on the other hand. This Agreement may be terminated at any
;

J
.

time prior to the Closing Date, whether before or after approval by the shareholders of the respective parties *

hereto contemplated by this Agreement:* * *

(a) by mutual written consent of the Boards of Directors of KCPL and Westem Resources;
,

i

(b)(i) by either party if there has been any breach of any representations, warranties, covenants or .;

agreements on the part of the other set forth in this Agreement, which breaches individually or in the
aggregate would result in a Western Resources Material Adverse Effect or a KCPL Material Adverse Effect,
as the case may be, and, which breaches have not been cured within 20 business days following receipt by
the breaching party of notice of such breach or adequate assurance of such cure shall not have been given
by or on behalf of the breaching pany within such 20 business-day period, (ii) by either party, if the KCPL
Board of Directors or any committee thereof (A) shall withdraw or modify in any adverse manner its
approval or recommendation of this Agreement or the transactions contemplated hereby, (B) shall fail to
reaftirm such approval or recommendation upon Western Resources' request, (C) shall approve or
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recommend any acquisition of KCPL or a material portion of its assets or any tender offer for shares of
capital stock of KCPL, in each case, other than by Westem Resources or an Affiliate thereof or (D) shall ,

i resolve to take any of the actions specified in clause (A), (B) or (C), or (iii) by either party, if any state or |
federal law, order, rule or regulation is adopted or issued, which has the effect, as supported by the written i

opinion of outside counsel for such party, of prohibiting the transactions contemplated hereby, or by any |
party hereto if any court of competent jurisdiction in the United States or any state shall have issued an

'

order, judgment or decree permanently restraining, enjoiaing or otherwise prohibiting the transactions
contemplated hereby, and such order, judgment or decree shall have become fmal and nonappealable;

(c) by either party hereto, by written notice to the other party, if the KCPL Effective Time shall not j

have occurred on or before December 31,1999 (the " Termination Date"); provided, however, that the right |
'

to terminate the Agreement under this Section 11.l(c) shall not be available to any party whose failure to
fulfill any obligation under this Agreement has been the cause of, or resulted in, the failure of the KCPL
Effective Time to occur on or before this date;

(d) by either party hereto, by written notice to the other party, if (i) the Westem Resources
Shareholders' Approval shall not have be.:n obtained at a duly held Westem Resources Meeting, including
any adjoumments thereof, or the KCPL Shareholders' Approval shall not have been obtained at a duly held
KCPL Meeting, including any adjournments thereof or (ii) the Westem Resources Shareholders' Approval
and the KCPL Shareholders' Approval shall not have been obtained on or before August 31,1998;

% (e) by KCPL, prior to the approval of this Agreement by the shareholders of KCPL, upon five days'
prior notice to Western Resources, if, as a result of an Acquisition Proposal by a party other than Western~~

Resources or any of its Affiliates, the Board of Directors of KCPL determines in good faith, after'

considering applicable provisions of state law, on the basis of oral or written advice of outside counsel that
acceptance of the Acquisition Proposal is necessary for the KCPL Board of Directors to act in a manner
consistent with its fiduciary duties under applicable law; provided, however, that (i) the Board of Directors
of KCPL shall have concluded in good faith, after considering applicable provisions of state law and after
giving effect to all concessions which may be offered by Western Resources pursuant to clause (ii) below,
on the basis of oral or written advice of outside counsel that such action is necessary for the Board of
Directors to act in a manner consistent with its fiduciary duties under applicable law and (ii) prior to any
such termination, KCPL shall, and shall cause its respective financial and legal advisors to, negotiate with
Western Resources to make such adjustments in the terms and conditions of this Agreement es would enable

KCPL to proceed with the transactions contemplated herein; or

(f) by either party hereto, by the delivery of written notice to the other party not later than 5:00 p.m.,
New York City time, on the fifth NYSE trading day prior to the scheduled KGE Effective Time (the parties
agreeing that each party shall have at least ten NYSE trading days' notice of the KGE Effective Time), if
the Westem Resources Index Price is less than or equal to $29.78.

Section 11.2 Effect of Te,wination. In the event of termination of this Agreement by either KCPL or
Western Resources pursuant to Section 11.1 there shall be no liability on the part of any party hereto or their
respective officers or directors hereunder, except that Section 9.14 and Section 11.3, the agreement contained m
the last sentence of Section 9.1, Section 12.2 and Section 12.8 shall survive the termination.

, ,,

Section 11.3 Termination Fee: Espenses.

(a) KCPL Termination Fee. If (i) this Agreement (A) is terminated by Western Resources pursuant to
Section 11.l(b)(i), (B) is terminated by KCPL pursuant to Section 11.l(e), (C) is terminated as a result of
KCPL's breaca of Section 9.4, or (D) is terminated because the shareholders of KCPL do not approve the
transactions contemplated hereby, (ii) at tne time of such termination or prior to the meeting of KCPL's
shareholders there shall have been made an Acquisition Proposal involving KCPL or any of its Affiliates
(whether or not such Acquisition Proposal shall have been rejected or shall have been withdrawn prior to the
time of such termination or of such meeting) and (iii) within two and one-half years of the termination of this
Agreement KCPL or any of its Affiliates becomes a Subsidiary of the party which has made such Acquisition

!
' A-39



.._ _ - _

i
!

Proposal or a Subsidiary of an Affiliate of such party or accepts a written offer to consummate or consummates

; an Acquisition Proposal with such party or an Affiliate thereof, then KCPL (jointly and severally with its
Affiliates), upon the signing of a definitive agreement relating to such Acquisition Proposal, or, if no such-

| agreement is signed, then at the closing (and as a condition to the closing) of KCPL becoming such a Subsidiary

! or of such A quisition Proposal, KCPL shall pay to Western Resources a termination fee equal to $50 million in
cash. If on or before the Termination Date all of the conditions to Closing set forth in Sections 10.I,10.2 and

I 10.3 hereof other than the condition set forth in Section 10.3(h) hereof shall have been fulfilled, and KCPL shall

| decline to waive such condition, then immediately following the Termination Date KCPL shall reimburse
| Western Resources for any and all expenses of Western Resources with respect to this Agreement and the

| transactions contemplated hereby, up to a maximum reimbursement of Western Resources by KCPL of $5
million.

| (b) Western Resources Fees. If on or before the Termination Date all of the conditions to the Closing I
iset forth in Sections 10.I,10.2 and 10.3 hereof other than any condition set forth in Sections 10.2(g),10.2(h), *

! 10.2(i) or 10.2(j) hereof shall have been fulfilled, and Western Resources shall decline to waive such condition,

| then immediately following the Termination Date Western Resources shall reimburse KCPL for any and all
expenses of KCPL with respect to this Agreement and the transactions contemplated hereby, up to a maximum
reimbursement of .KCPL by Western Resources of $5 million in the case of the conditions set forth in Section |

'

10.2 (h) or 10.2 (j), $25 million in the case of the conditions set forth in Section 10.2 (i), and $35 million in the
case of Section 10.2 (g); provided, however, that Westem Resources shall be required to reimburse KCPL's |

k expenses in respect of the failure of only one of the foregoing closing conditions to be satisfied.
'

|- 1
' - (c) Expenses. The parties agree that the agreements contained in this Section 11.3 are an integral part of

the transactions contemplated by this Agreement and constitute liquidated damages and not a penalty.
Notwithstanding anything to the contrary contained in this Section i1.3, if one party fails to promptly pay to the
other any fee due under Sections ll.3(a) or (b), in addition to any amounts paid or payable pursuant to such,

! sections, the defaulting party shall pay the costs and expenses (including legal fees and expenses) in connection

| with any action, including the filing of any lawsuit or other legal action, taken to collect payment, together with
| interest on the amount of any unpaid fee at the publicly announced prime rate of Citibank, N.A. from the date
l such fee was regt. ired to be paid.
1

Section i1.4 Amendment. This Agreement may be amended by the Boards of Directors of the parties
hereto, at any time before or after approval hereof by the shareholders of KCPL and Western Resources and
prior to the KGE Effective Time, but after such approvals, no such amendment shall (a) alter or change the
amount or kind of shares, rights or any of the proceedings of the treatment of shares under Article I, Article II, i

Article III and Article IV or (b) alter or change any of the terms and conditions of this Agreement if any of the
alterations or changes, alone or in the aggregate, would materially adversely affect the rights of holders of KCPL
Common Stock or Westem Resources Common Stock, except for alterations or changes that could otherwise be
adopted by the Board of Directors of the Surviving Corporation, without the further approval of such
shareholders, as applicable. This Agreement may not be amended except by an instrument in writing signed on

,

behalf of each of the parties hereto. . 1,.

Section 11.5 Waiver. At any time prior to the KGE Effective Time, a party hereto may (a) extend the
time for the performance of any of the obligations or other acts of the other party hereto, (b) waive any

,

inaccuracies in the representations and warranties of the other party contained herein or in any document
delivered pursuant hereto and (c) waive compliance with any of the agreements or conditions of the other party

I contained herein, to the extent pennitted by applicable law. Any agreement on the part of a party hereto to any
such extension or waiver shall be valid if set forth in an instrument in writing signed on behalf of such party.

Section i1.6 Standstill Agreements.

(a) Upon Termination. If this Agreement is tecminated pursuant to Section 11.l(a), i1.l(b),11.l(c) or
11.l(d) hereof, other than for a termination (i) by Western Resources pursuant to Section i1.l(b)(i), (ii) by either 1

1
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party pursuant to Sectionll.libnii),(iii) by either party pursuant to Section ll,1(d) as a result of the failure to
,

obtain the KCPL Shareholder's Approval, and (iv) by either party pursuant to Section ll,1(c) if one or more of
| the conditions set forth in Section l0.2(a),10.2(b),10.2(c), 10.2(d), 10.2(e) and 10.2(f) shall not have been
I fulfilled or waived by Western Resources, for a period of three years from and after the date of such termination

Western Resources shall not, and shall not permit any of its Subsidiaries to, unless permitted in writing by KCPL
(a) in any manner acquire, agree to acquire or make any proposal to acquire, directly or indirectly, any securities

,

or property of KCPL or any of its Subsidiaries, (b) seek or propose to enter into directly or indirectly, any merger, '

business combination, tender offer, exchange offer, sale or purchase of assets or securities, dissolution,
liquidation, recapitalization, restructuring or similar transaction of or involving KCPL or any of its Subsidiaries <

or to purchase, directly or indirectly, a material portion of the assets of KCPL or any of its Subsidiaries, (c) l

make, or in any way participate, directly or indirectly, in any " solicitation" of " proxies" (as such terms are-

used in the proxy rules of the SEC) or consents to vote, or seek to advise or intluence any person with respect to
:

the voting of, any voting securities of KCPL or any of its Subsidiaries. (d) form, join or in any way participate |
in a " group" (within the meaning of Sectionl3(d)(3) of the Exchange Act) with respect to any voting security
of KCPL or any of its Subsidiaries, (e) otherwise act, alone or in concert with others, to seek to control or
influence the management, Board of Directors or policies of KCPL (f) have any discussions or enter into any
arrangements, understandings or agreements (whether written or oral) with, or advise, finance, assist or
encourage, any other persons in connection with any of the foregoing, or make any investment in any other
person that engages, or offers or proposes to engage, in any of the foregoing (it being understood that, without

% limiting the generality of the foregoing, Western Resources shall not be permitted to act as a joint bidder or co-
i - bidder with any other person with respect to KCPL or any of its Subsidiaries), or (g) make any publicly disclosed
'

^

proposal regarding any of the foregoing. The provisions of this Section i1.6 shall cease to apply in the event
that a third party, not acting in concert or affiliatect with Western Resources, (i) makes a proposal to acquire or
merge with KCPL or to acquire all or substantially all of the assets of KCPL or a KCPL Subsidiary or (ii)

|
acquires 10% or more of the KCPL Common Stock.

(b) New KC. (i) For the purposes of this Section i1.6(b), each of the following terms shall have the
following meaning:

" Western Resources Group" shall mean Western Resources, its Subsidiaries and Affiliates, and any
,

person acting on behalf of Western Resources or any of such Subsidiaries or Affiliates.

" Voting Securities" shall mean the shares of New KC Common Stock and any other issued and
'

outstanding securities of New KC generally entitled to vote for the election of directors of New KC and
other matters for which the holders of New KC Common Stock are entitled to vote.

" Independent Director" shall mean any New KC director that is not an employee or director of
Western Resources or an employee of New KC, Western Resources agrees that for so long as Western
Resources shall own, directly or indirectly, more than 50 percent of the issued and outstanding Voting
Securities of New KC, and in any case for not more than ten years from the Closing Date, Western
Resources shall vote cll shares of Voting Securities beneficially owned by Western Resources to elect, and
New KC shall use its best efforts to cause to be elected, at least three Independent Directors to the board of
directors of New KC.

(ii) Except as set forth in clauses (iii) and (iv) below, during the period beginning on, and ending on the tenth
anniversary of, the Closing Date (unless earlier terminated pursuant to the provisions of this Agreement), Westem
Resources shall not, and shall cause the other members of the Western Resources Group not to, directly or
indirectly, (A) in any manner acquire, agree to acquire, make any proposal to acquire or announce or disclose any
intention to make a proposal to acquire, directly or indirectly, any Voting Securities, except pursuant to the KGE
Merger in a:cordance with the terms and coaditions of this Agreement or (B) propose to enter into, or announce or
disclose any intention to propose to enter into, directly or indirectly, any merger or business combination involving

,

| New KC or to purchase, directly or indirectly, all or substantially all of the assets of New KC.
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(iii) Notwithstanding the provisions of clause (ii) above, following the Closing Date Western Resources
may in any manner acquire Voting Securities representing in the aggregate up to but not exceeding the greater
of 85% of the Voting Securities on a fully diluted basis or 88.5% of the Voting Securities on a primary basis.

(iv) Notwithstanding the provisions of clause (ii) above, following the Closing Date, Westem Resources
may make a tender offer or exchange offer for all outstanding shares of New KC Common Stock or Voting
Securities or take any of the actions described in clause (ii)(B) above; provided that any such action satisfies the
following additional requirements (x) if a tender offer, the offer must be a " tender offer" for purposes of, and
must be made in compliance with, Rules 14d-l and 13e 3 under the Exchange Act (or any successor provisions
thereto), and (y) any such action must be at a price and on terms that are fair to tha stockholders of New KC (as,

determined by a majority of the Independent Directors after the receipt of a fairness opinion with respect to any
such proposed transaction from a nationally recognized investment banking firm selected by a majority of the

,

Independent Directors and reason:.bly acceptable to Western Resources), and must be approved by a majority of-

the Independent Directors.

ARTICLE XII

GENERAL PROVI$lONS

Section i2.1 Non Survival: Effect of Representations and Warranties. No representations or warranties in

% this Agreement shall survive the KGE Effective Time, except as otherwise provided in this Agreement.

Section 12.2 Brokers. KCPL represents and warrants that, except for Merrill Lynch whose fees have been
disclosed to Western Resources prior to the date hereof, no broker, finder or investment banker is entitled to any

brokerage, finder's or other fee or commission in connection with the KGE Merger, the KCPL Merger or the
transactions contemplated by this Agreement based upon arrangements made by or on behalf of KCPL. Western
Resources, New KC and KGE represent and warrant that, except for Salomon, whose fees have been disclosed

to KCPL prior to the date hereof, and except for certain soliciting dealer arrangements the material terms and
conditions of which hase been publicly disclosed by Western Resources, New KC or KGE prior to the date
hereof, no broker, finder or investment banker is entitled to any brokerage, finder's or other fee or commission
in connection with the KGE Merger or the transactions contemplated by this Agreement based upon
arrangements made by or on behalf of Western Resources, New KC or KGE.

Section 12.3 Notices. All notices and other communications hereunder shall be in writing and shall be
deemed given (a) when delivered personally, (b) when sent by reputable overnight courier service, or (c) when
telecopied (which is confirmed by copy sent within one business day by a reputable overnight courier service) to
the parties at the following addresses (or at such other address for a party as shall be specified by like notice):

(i) If to KCPL, to:

Kansas City Power & Light Company
- 1201 Walnut .

~ '

Kansas City, Missouri 64106
Attn: Chief Executive Officer
Telecopy: (816) 556-24l8 ,

Telephone: (816) 556-2200

with a copy to:

Skadden, Arps, State, Meagher & Flom, LLP
919 Third Avenue
New York, New York 10022
Attn: Nancy A. Lieberman, Esq. |
Telecopy: (212) 735-2000 1

Telephone: (212) 735-3000 |
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(ii) If to Western Resources, New KC or KGE, to:
.

Western Resources, Inc.

[ 818 Kansas Ave.
Topeka, Kansas 66612 -

)| Attn: Chief Executive Officer '

| !
! with a copy to- (

l
'

John K. Rosenberg
Executive Vice President and General Counsel;

|
*

818 Kansas Ave.
Topeka, Kansas 66612

and |

Sullivan & Cromwell
125 Broad Street
New York, New York 10004
Atta: Francis L Aquila, Esq.
Telecopy: (212) 558-3588i

D - Telephone: (212) 558-4000
m.
;; -

Section 12.4 Miscellaneous. This Agreement (including the dNuments and instruments referred to herein)
(a) constitutes the entire agreement and supersedes all other nrio agreements and understandings, both written
and oral, among the parties, or any of them, with respect to the subject matter hereof other than the
Confidentiality Agreement, (b) shall not be assigned by either party and (c) shall be governed by and construed
in accordance with the laws of the State of Kansas applicable to contracts executed in and to be fully performed
in such State, without giving effect to its conflicts of law rules or principles and except to the extent the
provisions of this Agreement (including the documents or instruments referred to herein) are expressly governed
by or derive their authority from the KGCC,

Section 12.5 Interpretation. When a reference is made in this Agreement to Sections or Exhibits, such
reference shall be to a Section or Exhibit of this Agreement, respectively, unless otherwise indicated. The table
of contents and headings contained in this Agreement are for reference purposes only and shall not affect in any
way the meaning or interpretation of this Agreement. Whenever the words " include," " includes" or
" including" are used in this Agreement, they shall be deemed to be followed by the words "without limitation."
When a reference is made in this Agreement to the " knowledge" of Western Resources, such reference shall
also refer to the knowledge of New KC and KGE.

Section 12.6 Counterparts; Effect. This Agreement may be executed in one or more counterparts, each of,
.

which shall be deemed to be an original, but all of which shall constitute one and the same agreement.Q. 7

Section 12.7 Parties' Interest. This Agreement shall be binding upon and inure solely to the benefit of
each party hereto and, except for rights of Indemnified Parties as set forth in Section 9.5, nothing in this
Agreement, express or bnplied, is intended to confer upon eny other person any rights or remedies of any nature
whatsoever under or by reason of this Agreement.

Section 12.8 Waiver of Jury Trial and Certain Damages. Each party to this Agreement waives, to the
| fullest extent permitted by applicable law, (a) any right it may have to a trial by jury in respect of any action.

| suit or proceeding arising out of or relating to this Agreement and (b) without limitation to Section 11.3, any
right it may have to receive damages from any other party based on any theory of liability for any special,i

indirect, consequential (including lost profits) or punitive damages.
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The parties agree that irreparable damage would occur in the event that any of
Section 12.9 Enforcement.

the provisions of this Agreement were not performed in accordance with their specific terms or were otherwise
breached. It is accordingly agreed that the parties shall be entitled to an injunction or injunctions to prevent
breaches of this Agreement and to enforce specifically the terms and provisions of this Agreement in any court
of the United States located in the State of Kansas or in Kansas state court, this being in addition to any other
remedy to which they are entitled at law or in equity, In addition, each of the parties hereto (a) consents to submit
itself to the personaljurisdiction of any federal court located in the State of Kansas or any Kansas state court in
the event any dispute arises out of this Agreement or any of the transactions contemplated by this Agreement,
(b) agrees that it will not attempt to deny such personal jurisdiction by motion or other request for leave from
any such court and (c) agrees that it will not bring any action relating to this Agreement or any of the transactions

.

contemplated by this Agreement in any court other than a federal or state court sitting in the State of Kansas.

Section 12.10 Severability. The provisions of this Agreement shall be deemed severable and the invalidity
or unenforceability of any provision shall not affect the validity or enforceability of the other provisions hereof.

-

If any provision of this Agreement, or the application thereof to any person or entity or any circumstance, is
invalid or unenforceable, (a) a suitable and equitable provision shall be substituted therefor in order to carry out,
so far as may be valid and enforceable, the intent and purpose of such invalid or unenforceable provision and (b)
the remainder of this Agreement and the application of such provision to other persons, entities or circumstances
shall not be affected by such invalidity or unenforceability, not shall such invalidity or unenforceability affect
the validity or enforceability of such provision, or the application thereof, in any otherjurisdiction.

|% ~ The Western Resources Index Price and the Conversion Ratio and anyL Section 12.11 Anti dilution.
Westem Resources share price referred to in this Agreement shall be appropriately adjusted in the case of any
stock dividend, reclassification, recapitalization, split-up, combination or subdivision with respect to the common

stock of Western Resources.

!

e

*

.
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be signed by their respective
'

officers thereunto duly authorized as of the date first written above.

|

KANSAS CITY POWER & LIGHT COh!PANY

/S/ JEAME SELL LATZ g. /S/ A. DRt1E JENNINGSAttest: y
Secretary A. Drue Jennings

Chairman of the Board, President. .~"*

and Chief Executive Oficer

WESTERN RESOURCES,INC.

/S/ RICHARD D TERRILL /S/ JOHN E. HAYES, IR.Attest: g..

y
Secretary John E. Hayes, Jr.

Chairman of the Board andh- Chief Executive Officer
5:

~ t y.

KANSAS GAS AND ELECTRIC CONIPANY

/S/ WILLIA)I 3. hTOORE/S/ RICHARD D. TERRILL g.Attest. y

Secretary William D. Stoore

Chairman of the Board and President

NKC, INC.

/s/ RICHARD D. TERRILL /S/ JOHN K. ROSENBEROAttest. gy.
Secretary John K. Rosenberg

President

' O ,~.
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SALOMONSMITHBARNEY

AWemberdDewkrCrou[,

June 9,1998

1
Board of Directors
Western Resources, Inc..,

818 Kansas Avenue
Topeka, KS 66612

Members of the Board:

You have requested our opinion as to the fairness, from a fmancial point of view, to
Western Resources, Inc. (" Parent"), of the Aggregate Consideration (as defined below).
Pursuant to the Amended and Restated Agreement and Plan of Merger the " Merger
Agreement") by and among Parent, Kansas Gas & Electric Company, a(wholly owned

I.
subsidiary of Parent ("KGE"), NKC, Inc., a wholly cwned subsidiary of Parent ("New

, ;R KC") and Kansas City Power & Light Company ("KCPL"): (a) Parent will contribute
to KGE certain assets, and KGE will assume certain liabilities and indebtedness, i

relating to Parent's rate-regulated electric division (the " Asset Contribution");
'

(b) Parent will contribute to KGE that number of shares of common stock, par value
$5.00 per share (" Parent Common Stock"), of Parent (the " Parent Stock Contribution")
equal to the product of(i) the number of shares of common stock, without par value
("KCPL Common Stock"), of KCPL issued and outstandmg immediately prior to the ,

Parent Stock Contribution times (ii) the Conversion Ratio (as defined below); |
(c) KCPL will merge (the "KCPL Merger") with and into New KC; and (d) KGi 411 |
merge (the "KGE Merger"; together with the KCPL Merger, the " Mergers") with and i
into New KC. He " Conversion Ratio" will be the quotient (rounded to the nearest i
1/100,000) determined by dividing $23.50 by the average of the high and low sales
prices ofParent Common Stock on each of the 20 consecutive tradmg days ending the
tenth trading day immediately preceding the effectiveness of the KGE Merger (the
" Western Resources Index Price"); provided, however, that if the Western Resources
Index Price (i) is greater than $58.46, the Conversion Ratio shall be fixed at 0.449, but
in no event shall the implied value of the Parent Common Stock exceed $30.00, (ii) is
greater than $55.03 but less than or ec ual to $58.46, the Conversion Ratio shall be
adjusted so that the implied value of t se Parent Common Stock equals $26.25, (iii) is

%- greater than $52.41 but less than or equal to $55.03, the Conversion Ratio shall be~"
fixed at 0.477, (iv) is greater than $50.00 but less than or equal to $52.41, the
Conversion Ratio shall be adjusted so that the implied value of the Parent Common
Stock equals $25.00, (v) is greater than $47.00 but less than or equal to $50.00, the
Conversion Ratio shall be fixed at 0.500, (vi) is greater than $35.01 but less than or
equal to $38.27, the Conversion Ratio shall be fixed at 0.614, (vii) is greater than
$29.78 but less than or equal to $35.01, the Conversion Ratio shall be adjusted so that
the implied value of the Parent Common Stock equals $21.50 or (viii) is less than or
equal to $29.78, the Conversion Price shall be fixed at 0.722.

Upon the effectiveness of the KCPL Merger, each share of KCPL Common Stock
issued and outstanding immediately prior to the effectiveness of the KCPL Merger

1
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(other than shares owned by New KCPL or KCPL either directly or through a wholly
owned subsidiary) will be converted into and represent the right to receive one share of
Series A Common Stock, without par value ("New KC Series A Common Stock"), of
New KC (the "KCPL Merger Consideration"). Upon the effectiveness of the KGE
Merger, all the shares of common stock, without par value, of KGE issued and

.

outstanding immediately prior to the effectiveness of the KGE Merger will be-

converted into such number of shares of Series B Common Stock, without par value j

("New KC Series B Common Stock"), of New KC as represents, assuming there are no !
Dissenting Shares (as defined in the Merger Agreement),80.1% of the fully diluted

-

outstanding shares of New KC. Following the effectiveness of the Mergers,(i) New
KC will distribute pro rata to the holders of the New KC Series A Common Stock the ;

shares of Parent Common Stock contributed to KGE pursuant to the Parent Stock
Contribution (the " Parent Stock Distribution"; together with the KCPL Merger
Consideration, the " Aggregate Consideration"), (ii) New KC shall distribute to Parent
(as holder of all the outstanding New KC Series B Common Stock) all the outstanding4
shares of capital stock of-KLT Inc. and (iii) the New KC Series B Common Stock will.,

be automatically converted into New KC Series A Common Stock (collectively, the""

" Post-Merger Transactions"). The Asset Contribution, the Parent Stock Contribution,
the Mergers and the Post-Merger Transactions collectively are referred to herein as the
" Transactions".

In connection with rendering our opinion, we have reviewed certain publicly available
information concerning Parent and KCPL and certain other financial information
concerning Parent and KCPL, including financial forecasts, that were provided to us by
Parent and KCPL, respectively. We have discussed the past and current business
operations, financial condition and prospects of Parent and KCPL with certain officers
and employees of Parent and KCPL We have also considered such other information,
financial studies, analyses, investigations and financial, economic and market criteria
that we deemed relevant.

In our review and analysis and in arriving at our opinion, we have assumed the
consummation of, and taken into account, the Post Merger Transactions. We have also
assumed and relied upon the accuracy and completeness of the information reviewed
by us for the purpose of this opinion and we have not assumed any responsibility for
independent verification of such information. With respect to the financial forecasts of

.. .
Parent and KCPL, we have been advised by the respective managements of Parent or

-

-

KCPL that such forecasts have been reasonably prepared on bases reflecting their best
currently available estimates and judgments, and we express no opinion with respect to
such forecasts or the assumptions on which they are based. We have not assumed any .

responsibility for any independent evaluation or appraisal of any of the assets
(including properties and facilities) or liabilities of Parent or KCPL. We have assumed
that no gain or loss for federal income tax purposes will be recognized by (i) Parent,
(ii) KGE, (iii) KCPL, (iv) New KC or (v) the shareholders of KGE or Parent as a result
of the Transactions and that each Merger will qualify as a reorganization within the
meaning of Section 368(a) of the Internal Revenue Code of 1986, as amended.

Our opinion is necessarily based upon conditions as they exist and can be evaluated on
the date hereof. Our opinion as expressed below does not imply any conclusion as to
the likely tradmg range for Parent Common Stock or New KC Series A Common Stock
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following the consununation of the Transactions, which may vary depending upon,
among other factors, changes in interest rates, dividend rates, market conditions,
general economic conditions and other factors that generally influence the price of

the Transactions. pinion does not address Parent's underlying business decision to effectsecurities. Ouro
Our opinion is directed only to the fairness to Parent, from a

financial point of view, of the Aggregate Consideration, and does not constitute a
recommendation concerning how holders of Parent capital stock should vote with

-

! respect to any matter related to the Transactions.

Salomon Brothers Inc and Smith Barney Inc. (collectively doing business as "Salomon|

Smith Darney") bave acted as fmancial advisor to the Board of Directors of Parent in!

connection with the Transactions and will receive a fee for our services, a significant
portion of which is contingent upon consummation of the Transactions. In the ordinary
course of business, we may actively trade the securities of Parent and KCPL for our

| own account and for the accounts of customers and, accordingly, may at any time hold
4 a long or short position in such securities. In addition, we have previously rendered
i - certain investment bankmg and financial advisory services to Parent for which we have
* *

received customary compensation.

It is understood that this letter is for the information of the Board of Directors of Parent
only and is not to be reproduced, disseminated, quoted or referred to at any time, in any
manner or used for any other purpo,se, nor shall public references be made to Salomon

| Smith Barney, without the prior wntten consent of Salomon Smith Barney.

! Based upon and subject to the foregoing, it is our opinion that, as of the date hereof, tae
| Aggregate Consideration is fair to Parent from a financial point of view.
1

V& 91y you<,
!

/

_ _ f_ ^[' *
'

SALOMON SMITH BARNEY

i

'

- ,,

- . ,
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The Board of Directors
Kansas City Power & Light Company
1201 Walnut
Kansas City, Missouri 64106

h
Members of the Board of Directors:

. ._

We understand that Kansas City Power & Light Company (the
" Company") and Western Resources, Inc. ("Westem") have entered mto an Amended and
Restated Agreement and Plan of Merger, dated as of March 18,1998, by and among the
Company, Westem, Kansas Gas and Electric Company, a wholly owned subsidiary of
Westem ("KGE"), and NKC, Inc. ("New KC") (as so amended and restated, the " Restated
Agreement"). Pursuant to the Restated Agreement, the Company will be merged with
and into New KC in a transaction (the " Company Merger") in which each outstanding
share of the Company's Common Stock, without par value (the " Company Shares"), other
than any Company Shares beneficially owned by the Company or New KC either directly
or through a wholly owned subsidiary, all of which shall be canceled and retired, and
other than Dissenting Shares (as defined in the Restated Agreement), shall be converted
into one share of Series A Common Stock, without par value, of New KC (the "New KC
Series A Common Stock"), and KGE will be merged with and into New KC in a
transaction (the "KGE Merger"), in which each outstanding share of KGE's Common
Stock, without par value (the "KGE Common Stock"), shall be converted into and
become such number of shares of Series B Common Stock, without par value, of New,

KC (the "New KC Series B Common Stock"), representing, assuming there are no
Dissenting Shares,80.1% of the fully diluted outstanding shares of New KC.,

-

Prior to the effective time of the Company Merger and as a condition to
the KGE Merger,it is contemplated that Westem will contribute to KGE all of the KPL
Assets (as defined in the Restated Agreement) and KGE shall assume all of the Assumed
Liabilities (as defined in the Restated Agreement) of KPL, which will include a certain

, amount of debt of Westem so that the aggregate total indebtedness for borrowed money
(including preferred stock) of KGE will not exceed $1.9 billion (the " Asset
Contribution"). It is also contemplated that prior to the effective time of the KGE
Merger, Western will contribute to KGE that number of shares of common stock, par
value $5.00 per share, of Western (the "Westem Common Stock"), equal to the product of,

| (x) the number of Company Shares, other than Company Shares beneficially owned by
the Company or Western and other than Dissenting Shares, outstanding immediately prior
to the effective time of the KGE Merger times (y) the Conversion Ratio, where the term
" Conversion Ratio" means the quotient determined by dividing $23.50 by the aggregate

| of the average of the high and low sales prices of the Western Common Stock on each of
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the twenty consecutive trading days ending the tenth trading day immediately preceding
the effective time of the KGE Merger, divided by 20 (the "Westem Index Price"). The
Restated Agreement also provides that if the Western Index Price (i) is greater than
$58.46, the Conversion Ratio shall be fixed at 0.449, provided that if 0.449 multiplied by
the Westem Index Price exceeds $30.00, the ConversF s Ratio shall mean the quotient
obtained by dividing $30.00 by the Western Index Prit - M is greater than $55.03 but

less than or equal to $58.46, the Conversion Ratio shall . a the quotient obtained by

dividing $26.25 by the Western Index Price,(iii) is greater than $52.41 but less than or
equal to $55.03, the Conversion Ratio shall be fixed at 0.477, (iv) is greater than $50.00
but less than or equal to $52.41, the Conversion Ratio shall mean the quotient determined
by dividing $25.00 by the Western Index Price, (v) is greater than $47.00 but less than or ^

equal to $50.00, the Conversion Ratio shall be fixed at 0.500,(vi) is greater than $35.01
but less than or equal to $38.27, the Conversion Ratio shall be fixed at 0.614, (vii) is-

greater than $29.78 but less than or equal to $35.01, the Conversion Ratio shall mean the
.

quotient obtained by dividing $21.50 by the Western Price Index or (viii) is less than or
equal to $29.78, the Conversion Ratio shall be fixed at 0.722. Such contribution of the
Western Common Stock is hereinafter referred to as the " Stock Contribution".

The Restated Agreement further provides that,immediately after the
effective time of the KGE Merger, New KC shall,in connection with the KGE Merger, i

distribute to the holders of the New KC Series A Common Stock the Western Common
% Stock contributed to KGE pursuant to the Stock Contribution (the " Distribution"),

whereby each holder of a share of New KC Series A Common Stock shall be entitled to
receive that number of shares of Western Common Stock equal to the product of (x) the

-

number of shares of Westem Common Stock contributed to New KC in the Stock
Contribution times (y) a quotient, the numerator of which is one and the denominator of
which is the total number of shares of New KC Series A Common Stock outstanding
immediately after the effective time of the Company Merger. In addition to the
Distribution, the Restated Agreement also provides that immediately after the effective
time of the KGE Merger, New KC shall transfer to Western all of the outstanding shares
of capital stock of KLT, Inc., a wholly owned subsidiary of New KC that holds all
indebtedness for borrowed money (including preferred stock) of New KC in excess of an
aggregate principal amount of $800 million other than the indebtedness assumed by New
KC pursuent to the KGE Merger.

For purposes of our opinion, the Company Merger, the KGE Merger, the
Distribution and the transactions contemplated by the Restated Agreement are
collectively referred to herein as the " Transactions", and the aggregate amount of the New
KC Series A Common Stock to be received by the holders of the Company Shares (other
than Western and its affiliates) in the Company Merger and the aggregate amount of the
Westem Common Stock to be received by the holders of the New KC Series A Common
Stock in the Distribution are collectively referred to herein as the " Consideration". .

, .,

You have asked us whether,in our opinion, the proposed Consideration to
be received by the holders of the Connany Shares (other than Westem and its affiliates) .

in the Company Merger and the Distriaution, taken as a whole,is fair to such holders
from a financial point of view.

In arriving at the opinion set fonh below, we have, among other things:

(1) Reviewed certain publicly available business and financial
information relating to the Company and Western that we deemed to
be relevant;

c- 2



(2) Reviewed certain publicly available business and financial
information relating to ONEOK Inc. ("ONEOK"), Protection One,
Inc. (" Protection One") and Hanover Compressor Co.; I

,

,

(3) Reviewed certain information, including financial forecasts, relating 1

to the business, eamings, cash flow, assets, liabilities and prospects of
the Company, Westem and New KC (including, in the case of
Westem, certain unaudited pro forma financial information provided

Iby Westem relating to the acquisition of its interests in ONEOK and
|

Protection One, certain information and financial forecasts prepared
by management of Western relating to ONEOK, and certain financial
information relating to KGE and the KPL Business (as defined in the
Restated Agreement)), as well as the cost savings and synergies

-

;

expected to result from the Company Merger and the KGE Merger ;
(collectively, the " Mergers") furnished to us by the Company and '

Western (collectively, the " Expected Savings and Synergies");

(4) Reviewed a reserve report as of October 31,1997 (the " Reserve
Report"), prepared by the Company and the Company's independent I

reserve engineer (the " Reserve Engineer");
|
1

;% (5) Conducted discussions with members of senior management and |
m representatives of the Company, Western and Protection One |"

concerning the matters de. scribed in clauses (1) through (4) above, as i
well as their respective businesses and prospects before and after !

giving effect to the Mergers and the Expected Savings and Synergies,
j

(6) Reviewed the historical market prices, trading activity and valuation
multiples for the Company Shares and the shares of Western |
Common Stock and compared them with that of certain publicly
traded companies that we deemed to be relevant;

(7) Reviewed the results of operations of the Company and Western and
|

compared them with those of certain publicly traded companies that |
we deemed to be relevant;

1

(8) Compared the proposed financial terms of the Transactions with the
financial terms of certain other transactions that we deemed to be
relevant;

(9) Participated in certain discussions and negotiations among
, representatives of the Company and Western and their financial and
-

- legal advisors;

(10) Reviewed the potential pro forma impact of the Mergers on Western
and New KC;

(11) Reviewed the Restated Agreement; and

(12) Reviewed such other financial studies and analyses and took into
account such other matters as we deemed necessary, including our
assessment of general economic, regulatory, market and monetary
conditions.

c- 3



In preparing our opinion, we have assumed and relied on the accuracy and
completeness of all information supplied or otherwise made ava!!abi: to us, discussed
with or reviewed by or for us, or publicly available, and we haw rnt assumed any
responsibility for inde xndently verifying such information or undeaaken an independent
evaluation or appraisa of any of the assets or liabilities of the Company or Western, or

-

been furnished with any such evaluation or appraisal other than the Reserve Report. In
addition, we have not assumed any obligation to conduct, nor have we conducted, any
physical inspection of the properties or facilities of the Company or Westem. With
respect to the financial forecast information and the Expected Savings and Synergies
furnished to or discussed with us by the Company or Western, we have assumed that they
have been reasonably prepared in accordance with accepted industry practices and reflect

-

the best currently available estimates and judgment of the Company's or Western's
management as to the expected future financial performance of Western or New KC, as
the case may be, and the Expected Savings and Synergies, and as to the expected future
projected outcomes of various legal, regulatory and other contingencies. Additionally, we*

have assumed that the Reserve Report has been reasonably prepared and reflects the best
currently available estimates andjudgments of the Company and the Reserve Engineer as
to the Company's reserves, the future natural gas production volume and associated costs.
We have further assumed that, for U.S. federal income tax purposes, the Company
Merger will qualify as a tax-free reorganization under the provisions of Section
368(a)(1)(F) of the Internal Revenue Code of 1986, as amended (the " Code"), and that the
KGE Merger will qualify as a tax free reorganization under the provisions of SectionsN

.
368(a)(1)( A) and (a)(2)(E) of the Code.

Our opinion is necessarily based upon market, regulatory, economic and
other conditions as they exist and can be evaluated on, and the information made
available to us, as of the date hereof. We have assumed that in the course of obtaining the
necessary regulatory or other consents and approvals (contractual or otherwise) for the
Transactions, no restrictions, including any divestiture requirements or amendments or
modifications, will be imposed that will have a material adverse effect on the
contemplated benefits of the Transactions or the Expected Savings and Synergies.

In connection with the preparation of this opinion, we have not been
authorized by the Company or the Board of Directors of the Company to solicit, nor have
we solicited, third-party indications of interest for the acquisition of all or any part of the
Company.

We are acting as financial advisor to the Company in connection with the
Transactions and will receive a fee from the Company for our services, a significant
portion of which is payable upon execution of the Restated Agreement and a significant
portion of which is contingent upon the approval thereof by the shareholders of the
Company. In addition, the Company has agreed to indemnify us for certain liabilities< '

arising out of our engagement. We have,in the past, provided financial advisory and''

financing services to the Company and certain of its affiliates and have received fees for
the rendering of such services. In addition,in the ordinary course of our business, we
may actively trade the Company Shares and other securities of the Company, as well as

-

shares of Western Common Stock and other securities of Western and its affiliates, for
our own account and for the accounts of customers and, accordingly, may at any time
hold a long or short position in such securities.

This opinion is for the use and benefit of the Board of Directors of the
Company. Our opinion does not address the underlying decision by the Company to
engage in the Transactions and does not constitute a recommendation to any shareholder
as to how such shareholder should vote on the proposed Transactions. Further,in

C4
I
1



..

rendering our opinion, we did not address the relative merits of the Transactions and the !

transactions contemplated by the Agreement and Plan of Merger, dated as of February 7,
1997, by and between the Company and Western.,

We are not expressing any opinion herein as to what the value of the
shares of Western Common Stock or Company Shares will be following the i

announcement of the Transactions or the value of the shares of Western Common Stock I

or the shares of New KC Series A Common Stock following the consummation of the
Transactions.

On the basis of, and subject to the foregoing, we are of the opinion that, as
of the date hereof, the Consideration to be received by the holders of the Company Shares

,

.;.

(other than Western and its affiliates) in the Company Merger and the Distribution, taken
as a whole, is fair from a financial point of view to such holders.

|

l

Very truly yours, l
l

MERRILL LYNCH, PIERCE,FENNER &
SMITH INCORPORATED |
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| ANNEX D
1.

|

| TIIE SilSSOURI GENERAL AND lillSINESS CORPORATION LAW

| 351,455. SilAREllOLDER WilO OlUECTS TO SIERGER SIAY DESIAND VALUE Ol' SilARES,
!

WilEN.- 1. If a shareholder of a corporation which is a party to a merger or consolidation shall file with such

i corporation, prior to or at the meeting of shareholders at which the plan of merger or consolidation is submitted

| to a vote, a written objection to such plan of merger or consolidation, and shall not vote in favor thereof, and
I such shareholder, within twenty days after the merger or consolidation is effected, shall make written demand on

the surviving or new corporation for payment of the fair value of his shares as of the day prior to the date on*
-

which the vote was taken approving the merger or consolidation, the surviving or new corporation shall pay to
such shareholder, upon surrender of his certificate or certiticates representing said shares, the fair value thereof.
Such demand shall state the number and class of the shares owned by such dissenting shareholder. Any

I shareholder failing to make demand within the twenty day period shall be conclusively presumed to have
consented to the merger or consolidation and shall be bound by the terms thereof. ;

2. If within thirty days after the date on which such merger or consolidation was effected the value of such
shares is agreed upon between the dissenting shareholder and the surviving or new corporation, payment therefor

k shall be made within ninety days after the date on which such merger or consolidation was effected, upon the
'

surrender of his certificate or certificates representing said shares. Upon payment of the agreed value the
dissenting shareholder shall cease to have any interest in such shares or in the corporation.'-

3. If within such period of thirty days the shareholder and the surviving or new corporation do not so agree,
then the dissenting shareholder may, within sixty days after the expiration of the thirty day period, file a petition
in any court of competent jurisdiction within the county in which the registered office of the surviving or new
corporation is situated, asking for a finding and determination of the fair value of such shares, and shall be
entitled to judgment against the surviving or new corporation for the amount of such fair value as of the day
prior to the date on which such vo',e was taken approving such merger or consolidation, together with interest
thereon to the date of such judgment. The judgment shall be payable only upon and simultaneously with the
surrender to the surviving or new corporations of the certificate or certificates representing said shares. Upon the
payment of the judgment, the dissenting shareholder shall cease to have any interest in such shares, or in the
surviving or new corporation. Such shares may be held and disposed of by the surviving or new corporation as it
may see fit. Unless the dissenting shareholder shall file such petition within the time herein limited, such
shareholder and all persons claiming under him shall be conclusivel> presumed to have approved and ratified the
merger or consolidation, and shall be bound by the terms thereof,

,

4. The right of a dissenting shareholder to be paid the fair value of his shares as herein provided shall cease |

if and when the corporation shall abandon the merger or contolidation.

1
.,
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ANNEX E |

|
| '

FOR$1 OF
'

CERTIFICATE OF A> LEND 51ENT TO RESTATED ARTICLES
OF INCORPORATION, AS A51 ENDED, OF

WESTERN RESOURCES,INC.
,

!

We, , Presiden; and , Secretay of the above named corporation, a
corporation organized and existing under the laws of the State of Kansas, do hereby certify that at a meeting of

, ,

| the Board of Directors of said corporation, the board adopted a resolution setting forth the following amendment
I to the Restated Articles of Incorporation and declaring their advisability:

.

|

The first paragraph of Article IV shall be amended in its entirety to read as follows:

I ARTICLE IV

The amount of capital stock of this Corporation shall be 310,600,000 shares of which 300,000.000 shares is

% Common Stock of the par value of Five Dollars ($5.00) each,4,000,000 shares is Preference Stock w;$9ut par
'

value, 600,000 shares is preferred stock of the par value of One llundred Dollars ($100) each and 6,000'1007,
' - shares is preferred stock without par value, all such preferred stock being termed " Preferred Stock."

1

The remainder of such Article IV shall not be amended hereby. |
|

We further certify that thereafter, pursuant to said resolution, and in accordance with the bylaws of the |

corporation and the laws of the State of Kansas, the Board of Directors held a meeting of shareholders for |
consideration of the proposed amendments, and thereafter, pursuant to notice in accordance with the statutes of

'

the State of Kansas, the shareholders convened and considered the proposed amendment. |

|
'

We further certify that at the meeting a majority of the shares of common stock entitled to vote, voted in
favor of the proposed amendment.

|

We further certify that the amendment was duly adopted in accordance with the provisions of K.S.A.17-
6602, as amended.

We further certify that the capital of said corporation will not be reduced under or by reason of said
amendment.

. . ,

.

i

|
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i

IN WITNESS WHEREOF, we have hereunto set our hands and aftised the seal of said corporation this
day of ,1998.-

President

.

.

.

Secretary

STATE OF KANSAS

COUNTY OF SHAWNEE

% Be it remembered that before me, a Notary Public in and for the aforesaid county and state, personally

* ,' i appeared , President , and . Secretary of the corporation named in this document,..

.'
who are known to me to be the same persons who executed the foregoing certificate and duty acknowledge that

execution of the same this day of ,1998,

Notary Public

,

ed W

I s

.

I
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ANNEN F

A31 ENDED AND RESTATED ARTICLES OF INCORPORATION
OF

NKC, INC,

FIRST. The name of the Corporation is:

NKC, INC,

SECOND. The address of its registered office in the State of Kansas is 7500 West 110th Street, Overland,,

Park, County of Johnson, Kansas 66210 2329. The name of its resident agent at such address is SNIF Registered
Services, Inc.

THIRD. The Corporation is organized for profit and for the purpose of engaging in any lawful act or
activity for which corporations may be organized under the Kansas General Corporation Code.

FOURTil.

(a) The total number of shares of all classes of stock which the Corporation shall have authority to issue is
850,000,000, of which 500,000,000 shares without par value shall be designated as Series A Common Stock,

N 300,000,000 shares without par value shall be designated as Series B Common Stock, and 50,000,000 shares
without par value shall be designated as Preferred Stock.

(b) The Series B Common Stock shall be convertible into Series A Common Stock if so provided in any
merger agreement entered into by the Corporation and approved by the Board of Directors and stockholders of
the Corporation. Except as provided in Article Seventh, each holder of Common Stock of the Corporation shall,
at every stockholders' meeting, be entitled to cast one vote for each share of Common Stock of whatever class
held by such stockholder, and shall be entitled to cast such vote for any and all purposes.

(c) Shares of Preferred Stock may be issued in one or more series from time to time by the Board of
Directors, and the Board of Directors is expressly authorized to fix by resolution or resolutions voting powers,
full or limited, or no voting powers, and the designations, preferences and relatise, participating, optional or other
special rights, and the qualifications, limitations and restrictions thereof, of the shares of each series of Preferred
Stock, including without limitation the following:

(1) the distinctive serial designation of such series which shall distinguish it from other series;

(2) the number of shares included in each series;

(3) the dividend rate (or method of determining such rate) payable to the holders of the shares of such
series, any conditions upon which such dividends shall be paid and the date or dates upon which such
dividends shall be payable;

(4) whether dividends on the shares of such series shall be cumulative and, in the case of shares of
'

any series having cumulative dividend rights, the date or dates or method of determining the date or dates. , .

from which dividends on the shares of such series shall be cumulative;

(5) the amount or amounts which shall be payable out of the assets of the Corporation to the holders
. of the shares of such series upon voluntary or involuntary liquidation, dissolution or winding up of the
Corporation, and the relative rights of priority, if any, of payment of the shares of such series;

(6) the price or prices at which, the period or periods within which and the terms and conditions upon
which the shares may be redeemed, in whole or in part, at the option of the Corporation or at the option of
the holder or holders thereof or upon the happening of a specified event or events;

(7) the obligation, if any, of the Corporation to purchase or redeem shares of such series pursuant to a
sinking fund or otherwise and the price or prices at which, the period or periods within which and the terms
and conditions upon which, the shares of such series shall be redeemed or purchased, in whole or in part,
pursuant to such obligation:

F1
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(8) whether or not the shares of such series shall be convertible or exchangtable, at any time or times
' at the option of the holder or holders thereof or at the option of the Corporation or upon the happening of a

specified event or events, into shares of any other class or classes or any other series of the same or any
.

other class or classes of stock of the Corporation, and the price or prices or rate or rates of exchange or
conversion and any adjustments applicable thereto; and

(9) whether or not the holders of the shares of such series shall have voting rights, in addition to the
voting rights provided by law, and if so the terms of such voting rights.

(d) The Kansas Contml Share Acquisition Act (K.S.A. 17 1286 et seq.), as amended, shall not apply to '

" control share acquisitions" (as defmed therein) of shares of this Corporation.
. . ,

(e) The Kansas Business Combinations With Interested Shareholders Act (K.S.A. 17 12,100 et seq.), as
amended, shall not apply to any " business combination" (as defined therein) of the Corporation with any ,

" interested stockholder" (as defined therein) of the Corporation.

FIFTH. The Board of Directors of the Corporation is expressly authorized to adopt, amend or repeal
bylaws of the Corporation, subject to the rights of the stockholders to adopt, amend or repeal the bylaws.

SIXTil. Elections of directors need not be by written ballot except and to the extent provided in the

bylaws of the Corporation.g

, ,?. SEVENTH. The number of directors of the Corporation from time to time shall be fixed by, or in the
manner described in, the bylaws of the Corporation.

At all elections of directors, each holder of Common Stock of the Corporation shall be entitled to as many

votes as shall equal the number of votes which, except as provided by this paragraph, such holder would be
entitled to cast for the election of directors with respect to such holder's shares of stock multiplied by the number
of directors to be elected by each holder, and that such holder may cast such votes for a single director or may
distribute them among the number to be voted for, or for any two or more of them as such holder may see fit.

EIGHTH. Any action required or permitted to be taken by stockholders of the Corporation, including but
not limited to the election of directors, may be taken without a meeting, without prior notice and without a vote,
if a consent in writing, setting forth the action so taken, shall be signed by holders of all of the outstanding stock
of the Corporation entitled to vote on such action (or, to the extent authorized by law, by the holders of a majority
of the outstanding stock of the Corporation entitled to vote on such action).

NINTH. Special meetings of the stockholders of the Corporation may be called only by the Chairman of
the Board, if any, the President, the Board of Directors of the Corporation, any single stockholder holding in
excess of fifty percent of the outstanding voting securities of the Corporation, or such other person or persons as

may be authorized by the bylaws.

1. ,'. TENTH. A director of the Corporation shall not be liable to the Corporation or its stockholders for monetary
-

damages for breach of fiduciary duty as a director, except to the extent that such exemption from liability or
limitation thereof is not permitted under the Kansas General Corporation Code currently in effect or as the same
may hereafter be amended. No amendment, modification or repeal of this Article TENTH shall adversely affect

-

any right or protection of a director that exists at the time of such amendment, modification or repeal.

ELEVENTH. Except as may be othenvise provided by statute, the Corporation shall be entitled to treat
the registered holder of any shares of the Corporation as the owner of such shares ano of all rights derived from
such shares for all purposes, and the Corporation shall not be obligated to recognize any equitable or other claim
to or interest in such shares or rights on the part of any other person, including, but without limiting the generality
of the term " person" to, a purchaser, pledgee, assignee of transferee of such shares or rights, unless and until
such person becomes the registered holder of such shares. The foregoing shall apply whether or not the )
Corporation shall have either actual or constructive notice of the claim by or the interest in such person. |

:
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TWELFTH. Whenever a compromise or arrangement is proposed between this Corporation and its
3- creditors or any class of them or between this Corporation and its stockholders or any class of them, any court of

|' competent jurisdiction within the State of Kansas, on the application in a summary way of this Corporation or of
'

any creditor or stockholder thereof or on the application of any receiver or receivers appointed for this
Corporation under the provisions of K.S.A. 17-6901 and amendments thereto, or on the application of trustees in
dissolution or of any receiver or receivers appointed for this Corporation under the provisions of K.S.A. 17 6808
and amendments thereto, may order a meeting of the creditors or class of creditors, or of the stockholders or

! class of stockholders of this Corporation, as the case may be, to be summoned in such manner as such court
directs. If a majority in number representing three fourths in value of the creditors or class of creditors, or of the
stockholders or class of stockholders of this Corporation, as the case may be, agree to any compromise or

| arrangement and to any reorganization of this Corporation as consequence of such compromise or arrangement
'

| and the reorganization, if sanctioned by the court to which the application has been made, shall be binding on all
! the creditors or class of creditors, or on all the stockholders or class of stockholders, of this Corporation, as the

case may be, and also on this Corporation.
i

! THIRTEENTH. The books of the Corporation may be kept (subject to any provision contained in the j

l statutes of the State of Kansas) outside the State of Kansas at such place or places as may be designated from
time to time by the Board of Directors or in the Bylaws of the Corporation.

!

3 FOURTEENTH. The Corporation reserves the right to amend, alter, change or repeal any provision
contained in these Articles of Incorporation in the manner now or hereafter prescribed by statute, and all rights,

|"V- conferred upon stockholders herein are granted subject to this reservation.
,

FIFI'EENTH. The Corporation may agree to the terms and conditions upon which any director, officer,
employee or agent accepts his office or position and in its bylaws, by contract or in any other manner may agree
to indemnify and protect any director, officer, employee or agent of the Corporation, or any person who serves
at the request of the Corporation as a director, officer, employee or agent of another corporation, partnership,

| joint venture, trust, employee benefit plan or other enterprise, to the fullest extent permitted by the laws of the
'

State of Kansas.

|
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ANNEX G
i

i IlYLAWS
OF j

N KC, INC, I
(adopted on hlarch 30,1998) |

|

ARTICLE I. OFFICES

The principal office of the Corporation in the State of Kansas shall be located in the City of Topeka, County
of Shawnee. The Corporation may have such other offices either within or without the State of Kansas as the- '

.

Board of Directors may designate or as the business of the Corporation may require from time to time,
!

|

|

ARTICLE II, STOCKilOLDERS |
|

SECTION 1. Annual Aftering. The annual meeting of the Stockholders shall be held on the fourth
'

Tuesday in the month of hlay in each year, beginning with the year 1998, at the hour of 11 o' clock, a.m., or
such other date and time as the Board of Directors may from time to dme designate, for the purpose of electing
directors and for the transaction of such other business as may come before the meeting. If the day tixed for the

, _ annual meeting shall be a legal holiday in the State of Kansas, such meeting shall be held on the next succeeding

H- business day. If the election of directors shall not be held on the day designated herein for any annual meeting of i

| the Stockholders, or at any adjournment thereof, the Board of Directors shall cause the election to be held at a
'

special meeting of the Stockholders as soon thereafter as conveniently may be.

! SECTION 2. Special Ateeringt. Special meetings of Stockholders may be called at any time by the
Chairman of the Board, if any, the President, the Board of Directors of the Corporation, any single stockholder

;

holding in excess of fifty percent of the outstanding voting securities of the Corporation or by such other person
'

.

or persons as may be authorized by these bylaws.
1
i

SECTION 3, Place of Alceting. The Board of Directors may designate any place, either within or without
the State of Kansas, unless otherwise prescribed by statute, as the place of meeting for any annual meeting or for
any special meeting called by the Board of Directors. A waiver of notice signed by all Stockholders entitled to |

| vote at a meeting may designate any place, either within or without the State of Kansas, unless otherwise
prescribed by statute, as the place for the holding of such meeting, if no designation is made, or if a special
meeting be otherwise called, the place of meeting shall be the principal office of the Corporation in the State of |

Kansas.

SECTION 4. Notice of Alecting. Except as provided in the Articles of Incorporation, written notice stating
the place, day and hour of the meeting and, in the case of a special meeting, the purpose or purposes for which

_ , ;, the meeting is called, shall, unless otherwise prescribed by statute, be delivered not less than ten (10) nor more
than sixty (60) days before the date of the meeting, either personally or by mail, by or at the direction of the
President, or the Secretary, or the persons calling the meeting, to each Stockholder of record entitled to vote at
such meeting. If mailed, such notice shall be deemed to be delivered when deposited in the IJnited States mail,
addressed to the Stockholder at his address as it appears on the stock transfer books of the Corporation, with
postage thereon prepaid.

SECTION $. Closing of Transfer Books or Fixing of Record Date. For the purpose of determining
Stockholders entitled to notice of or to vote at any meeting of Stockholders or any adjournment thereof, or

,

Stockholders entitled to receive payment of any dividend, or in order to make a determination of Stockholders for

l any other proper purpose, the Board of Directors of the Corporation may proside that the stock transfer books shall
be closed for a stated period but not to exceed, in any case, sixty (60) days. If the stock transfer books shall be

,

! closed for the purpose of determining Stockholders entitled to notice of or to vote at a meeting of Stockholders,

G1
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such tmoks shall be closed for at least ten (10) days immediately preceding such meeting. In lieu of closing the
stock trvnsfer books, the Board of Directors may fix in adsance a date as the record date for any such
determination of Stockholders, such date in any case to be not more than sixty (60) days and, in case of a meeting
of Stockholders, not less than ten (10) days prior to the date on which the particular action, requiring such
determination of Stockholders, is to be taken if the stock transfer books are not closed and no record date is tixed
for the determination of Stockholders entitled to receive payment of a dividend, the date next preceding the date on
which notice of the meeting is mailed or the date on which the resolution of the Board of Directors declaring such
dividend is adopted, as the case may be, shall be the record date for such determination of Stockholders. When a
determination of Stockholders entitled to vote at any meeting of Stockholders has been made as provided in this
section, such detemunation shall apply to any adjournment thereof, unless the Board of Directors provides a new 4

record date..

SECTION 6. Quorum. A majority of the outstanding shares of the Corporation entitled to vote.
,

represented in person or by proxy, shall constitute a quorum at a meeting of Stockholders. If less than a majority
'

|
of the outstanding shares are represented at a meeting, a majority of the shares so represented may adjourn the
meeting from time to time without further notice. If the adjournment is for more than 30 days, or if afterI

adjournment a new record date is fixed for the subsequent session of the adjourned meeting, a notice of the
subsequent session of the adjourned meeting shall be given to each stockholder of record entitled to vote at the

,

meeting. At such adjoumed meeting at which a quorum shall be present or represented, any business may be|

transacted which might have been transacted at the meeting as originally noticed. The Stockholders present at ag*
duly organized meeting may continue to transact business until adjournment, notwithstanding the withdrawal of

,

, enough Stockholders to leave less than a quorum.

SECTION 7. Proxies. At all meetings of Stockholders, a Stockholder may vote in person or by proxy
executed in writing by the Stockholder or by his duly authorized attorney-in fact. Such proxy shall be filed with
the Secretary of the Corporation before or at the time of the meeting. No proxy shall be valid after twelve (12)
months from the date of its execution, unless otherwise provided in the proxy.

SECTION 8. Voting of Shares. Except as provided elsewhere in these bylaws or in the Articles of
Incorporation, each outstanding share entitled to vote shall be entitled to one vote upon each matter submitted to
a vote at a meeting of Stockholders.

SECTION 9. Voting of Shares by Certain Holders. Shares standing in the name of another corporation
may be voted by such officer, agent or proxy as the bylaws of such corporation may prescribe, or,in the absence
of such provisions, as the Board of Directors of such corporation may determine.

Shares held by an administrator, executor, guardian or conservator may be voted by him, either in person or
by proxy, without a transfer of such shares into his name. Shares standing in the name of a trustee may be voted

| by him, either in person or by proxy, but no trustee shall be entitled to vote shares held by him without a transfer
'

of such shares into his name.

: Shares standing in the name of a receiver may be voted by such receiver, and shares held by or under the
'

,,
control of a receiver may be voted by such receiver without the transfer thereof into his name if authority so to
do be contained in an appropriate order of the court by which such receiver was appointed.

.

A Stockholder whose shares are pledged shall be entitled to vote such shares until the shares have been
transferred into the name of the pledgee, and thereafter the pledgee shall be entitled to vote the shares so
transferred.

Shares of its own stock belonging to the Corporation shall not be voted, directly or indirectly, at any
meeting, and shall not be counted in determining the total number of outstanding shares at any given time.

SECTION 10. Consent o/ Stockholders in Lieu of Afecting. Unless otherwise provided by law, any action

|
required to be taken at a meeting of the Stockholders, or any other action which may be taken at a meeting of

| !
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the Stockholders, may be taken without a meeting if a consent in writing setting forth the action so taken, shall
be signed by holders of all the outstanding stock of the Corporation entitled to vote with respect to the subject
mstter thereof(or, to the extent authorized by law, by the holders of a majority of the outstanding stock of the
Corporation entitled to vote with respect to the subject matter thereof).

SECTION 11. Advance Notice of Stockholder Proposals. At any annual or special meeting of ,

Stockholders, proposals by Stockholders and pmans nominated for election as directors by Stockholders shall
be considered only if advance notice ther een timely given as provided herein and such proposals or
nominations are otherwise proper for cont trion under applicable law and the Articles of Incorporation and
hylaws of the Corporation. Notice of any s posal to be presented by any Stockholder or of the name of anyo

person to be nominated by any Stockholder for election as a director of the Corporation at any meeting of;e

Stockholders shall be delivered to the Secretary of the Corporation at its principal executive office not less than l

60 nor more than 90 days prior to the date of the meeting, provided, however, that if the date of the meeting is
first publicly announced or disclosed (in a public filing or otherwise) less than 70 days prior to the date of the
meeting, such advance notice shall be given not more than ten days after such date is first so announced or i
disclosed. Public notice shall be deemed to have been given rnore than 70 days in advance of the annual meeting
if the Corporation shall have previously clisclosed, in these bylaws c. 'therwise, that the annual meeting in each ;

year is to be held on a determinable date, unless and until the Boar or utors determines to hold the meeting |

on a different date. Any Stockholder who gives notice of any such proposal shall deliver therewith the text of

7g the proposal to be presented and a brief written statement of the reasons why such Stockholder favors the
. proposal and setting forth such Stcckholder's name and address, the number and class of all shares of each class

of stock of the Corporation heneficially owned by such Stockholder and any material interest of such Stockholder
in the proposal (other than as a Stockholder). Any Stockholder desiring to nominate any person for election as a |

director of the Corporation shall deliver with such notice a statement in writing setting forth the name of the |
person to be nominated, the number and class of all shares of each class of stock of the Corporation beneficially I
owned by such person, the information regarding such person required by paragraphs (a), (e) and (f) of Item 401
of Regulation S K adopted by the Securities and Exchange Commission (or the corresponding provisions of any
regulation subsequently adopted by the Securities and Exchange Commis3 ion applicable to the Corporation),
such person's signed consent to serve as a director of the Corporation if elected, such Stockholder's name and
address and the number and clam of all shares of each class of stock of the Corporation beneficially owned by
such Stockholder. As used herein, shat:s " beneficially owned" shall mean all shares as to which such person,
together with such person's affiliates and associn-s (as defined in Rule 12b-2 under the Securities Exchange Act |
of 1934), may be deem / to beneficially own pursuant to Rules 13d-3 and 13d 5 under the Securities Exchange
Act of 1934, as well as all shares as to which such person, together with such person's affiliates and associates,
has the right to become the beneficial owner pursuant to any agreement or understanding, or upon the exercise
of warrants, options or rights to convert or exchange (whether such rights are exercisable immediately or only
after the passage of time or the occurrence of conditions). The person presiding at the meeting, in addition to
making any other determinations that may be appropriate to the conduct of the meeting, shall determine whether
such notice has been duly given and shall direct that proposals and nominees not be considered if such notice
has not been given.

,v

ARTICLE III. BOARD OF DIRECTORS

SECTION 1. Gcaeral Powers. The business and affairs of the Corporation shall be managed by or under
the dirNtion of its Board of D}ectors.

SECTION 2. Numiur. Tenure and Quahfications. The number of directors of the Corporation shall be
determined from time to tirne by a majority of the directors who may be duly elected, qualified and serving from
time to time. Each director shall hold office until the next meeting of Stockholders and until his successor shall
have been elected and qualified.

SECTION 3. Regula Meetings. A regular meeting of the Beard of Directors shall be held without other
notice than this bylaw immediately after, and at the same place as, the annual meeting of Stockholders. The
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I Board of Directors may provide, by resolution, the time and place for the holding of additional regular meetings

L, without other notice than such resolution.

SECTION 4. Special Aleetings. Special meetings of the Board of Directors may be called by or at the
request of the Chairman of the Board, the President or a majority of the directors. The person or persons
authorized to call special meetings of the Board of Directors may fix the place for holding any special meeting
of the Board of Directors called by them.

SECTION 5. Participation in Ateetings by Conference Telephone Permitted. Unless otherwise restricted
by the Articles of Incorporation or these bylaws, members of the Board of Directors, or any committee ,

designated by the Board of Directors, may participate in a meeting of the Board of Directors or of such
committee, as the case may be, by means of conference telephone or similar communications equipment by
means of which all persons participating in the meeting can hear each other, and participation in a meeting
pursuant to this bylaw shall constitute presence in person at such meeting.

-

SECTION 6. Notice. Except as provided in the Articles of Incorporation, notice of any special meeting
shall be given at least two (2) days previously thereto by written notice delivered personally or mailed to each
director at his business address, or by telefacsimile or other similar means of delivery. If mailed, such notice
shall be deemed to be delivered when deposited in the United States mail so addressed, with postage thereon
prepaid. If notice is given by telefacsimile, such notice shall be deemed to be delivered when the telefacsimile is

% confirmed. Any director may waive notice of any meeting. The attendance of a director at a meeting shall
r, constitute a waiver of notice of such meeting, except where a director attends a meeting for the express purpose

' of objecting to the transaction of any business because the meeting is not lawfully called or convened.~*

SECTION 7. Quorum. A majority of the incumbent directors shall constitute a quorum for the transaction
of business at any meeting of the Board of Directors, but if less than such majority is present at a meeting, the
majority of the directors present may adjourn the meeting from time to time without further notice.

SECTION 8. Alanner of Acting. The act of the majority of the directors present at a meeting at which a

j quorum is present shall be the act of the Board of Directors.

| SECTION 9. Action Without a Afecting. Any action that may be taken by the Board of Directors at a
meeting may be taken without a meeting if a consent in writing, setting forth the action so to be taken, shall be
signed by all of the directors and filed with the minutes of the Board of Directors.

SECTION 10. Vacancies. Any vacancy occurring on the Board of Directors may be filled by the
affirmative vote of a majority of the remaining directors though less than a quorum of the Board of Directors,
unless otherwise provided by law. A director elected to fill a vacancy shall be elected for the unexpired term of
his predecessor in office. Any directorship to be filled by reason of an increase in the number of directors may
be filled by election by the Board of Directors for a term of office continoing only until the next election of
directors by the Stockholders. If the Corporation has a single director and a vacancy occurs, the vacancy will be
filled by the Stockholders at a special meeting called for such purpose. - 4

,,

SECTION 11. Resignation Removal. Any director may resign at any time upon written notice to the
Board of Directors or to the President or the Secretary of the Corporation. Such resignation shall take effect at
& time specified therein, and unless otherwise specified therein no acceptance of such resignation shall be
wessary to make it effective. Any director or the entire Board of Directors may be removed, with or without
cause, by the holders of a majority of the shares then entitled to vote at an election of directors, but if less than
the entire board is to be removed, no director may be removed without cause if the votes cast against such
director's removal would be sufficient to elect such director if then cumulatively voted at an election of the entire
board.

SECTION 12. Compensation. By resolution of the Board of Directors, each director ruy be paid his
expenses, if any, of attendance at each meeting of the Board of Directors, and may be paid a stated salary as

G-4 |
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director or a fixed sum for attendance at each meeting of the Board of Directors or both. No such payment shall
preclude any director from serving the Corporation in any other capacity and receiving compensation therefor,

SECTION 13. Presumption of Asser,. A director of the Corporation who is present at a meeting of the
Board of Directors at which action on any corporate matter is taken shall be presumed to have assented to the
action taken at such meeting unless his dissent shall be entered in the minutes of the meeting or unless he shall
file his written dissent to such action with the person acting as the Secretary of the meeting before the
adjournment thereof or shall forward such dissent by registered mail to the Secretary of the Corporation |

immediately after the adjournment of the meeting. Such right to dissent shall not apply to a director who voted
in favor of such action.: ,.

SECTION 14. Committees.
,

(a) The Board of Directors may, by resolution or resolutions passed by a majority of the whole Board,
designate one or more committees, each committee to consist of one or mere directors of the Corporation. The
Board may designate one or more directors as alternate members of any committee, who may replace any absent
or disqualified member at any meeting of the committee.

(b) In the absence or disqualification of a member of a committee, the member or members thereof present
%. at any meeting and not disqualified from voting, whether or not such member or members constitute a quorum,

f"5 may unanimously appoint another member of the Board of Directors to act at the meeting in the place of any^
- such absent or disqualified member.

(c) Any such committee, to the extent provW1 in the resolution of the Board of Directors or in these
Bylaws, shall have and may exercise all of the powers and authority of the Board of Directors in the management
of the business and affairs of the Corporation and may authorize the seal of the Corporation to be affixed to all

; papers which may require it; but no such committee shall have the power or authority of the Board of Directors
with respect to amending the Articles of Incorporation, adopting an agreement of merger or consolidation,
recommending to the Stockholders the sale, lease or exchange of all or substantially all of the Corporation'si-

property and assets, recommending to the Stockholders a dissolution of the Corporation or a revocation of a '

dissolution, or amending the Bylaws of the Corporation; and, unless the resolution, these Bylaws or the Articles ;

of Incorporation expressly so provide, no such committee shall have power or authority to declare a dividend or '

to authorize the issuance of stock or to adopt a certifice.te of ownership and merger.4

(d) All committees so appointed shall, unless otherwise provided by the Board of Directors, keep regular
minutes of the transactions at their meetings and shall cause them to be recorded in books kept for that purpose
in the office of the Corporation and shall report the same to the Board of Directors at its next meeting. The
Secretary or an Assistant Secretary of the Corporation may act as secretary of the committee if the committee or
the Board so requests.

d,f e .

;er
ARTICLE IV. OFFICERS

SECTION 1. Number. The officers of this Corporation shall be a Chairman of the Board, a Presijent. a
Secretary and a Treasurer (one person may serve as a Secretary / Treasurer), each of whom shall be elected by the

]: Board of Directors. Such other offiurs, incit, ding one or more Vice Presidents, and assistant officers as may be
deemed necessary may be elected or appointed by the Board of Directors.

SECTION 2. Election and Term of Of] ice. The officers of the Corporation to be elected by the Board of
Directors shall be elected annually by the Board of Dire: tors at the first meeting of the Board of Directors held
after each annual meeting of the Stockholders. If the election of officers shall not be held at such meeting, such
election shall be held as soon thereafter as conveniently may be. Each officer shall hold office until his successor

G-5
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shall have been duly elected and shall have qualified or until his death or until he shall have been removed in the
manner hereinafter provided.

-

SECTION 3. Removal. Any officer or agent may be removed by the Board of Directors whenever, in its
judgment, the best interests of the Corporation will be served thereby, but such removal shall be without
prejudice to the contract rights, if any, of the person so removed. Election or appointment of an officer or agent
shall not of itself create contract rights.

SECTION 4. Vacancies. A vacancy in any office because of death, resignation, removal, disqualification
or otherwise, may be filled by the Board of Directors for the unexpired portion of the term.

,

SECTION 5. OBicer Powers. The officers of the Company may perform the duties and shall have the
.

powers generally conferred upon their respective positions and shall have such other duties as may be prescribed*

by the Board of Directors from time to time.

SECTION 6. Salaries. The salaries of the officers shall be fixed from time to time by the Board of
Directors and no officer shall be prevented from receiving such salary by reason of the fact that he is also a
director of the corporation.

N ARTICLE V. LIABILITY AND INDESINIFICATION

. .SECTION 1. Limitation of Liability. No person shall be liable to the Corporation or its stockholders for, , .

any loss, damage, liability or expense suffered by the Corporation on account of any action taken or omitted to
be taken by such person as a director or officer of the Corporation or of any Other Enterprise which such person
serves or has served as a director or officer at the request of the Corporation, if such person (a) acted in good
faith and in a manner such person reasonably believed to be in or not opposed to the best interests of the
Corporation, or (b) took or omitted to take such action in reliance upon advice of counsel for the Corporation, or
for such Other Enterprise, or upon statements made or information furnished by directors, officers, employees or
agents of the Corporation, or of such Other Enterprise, which such person had no reasonable grounds to
disbelieve.

SECTION 2. Indemm]ication, Generally. In addition to and without limiting the rights to indemnification
and advancement of expenses specifically provided for in the other sections of this Article V, the Corporation
shall indemnify and advance expenses to each person who is or was a director or officer of the Corporation, or is
or was serving at the request of the Corporation as a director or officer of any Other Enterprise (as hereafter
defined), to the full extent permitted by the laws of the State of Kansas as in effect on the date of the adoption of

these . ylaws and as may hereafter be amended.B

SECTION 3. Indemmfication in Actions by Dird Parties. The Corporation shall indemnify each person
who has been or is a party, or is threatened to be made a party, to any threatened, pending or completed action, ,

-

suit or proceeding, whether civil, criminal, administrative. investigative or appellate, other than an action by or~ *'

in the right of the Corporation, by reason of the fact that such person is or was a director or officer of the
Corporation, or is or was serving at the request of the Corporation as a director or officer of any Other Enterprise,
against all liabilities and expenses, including, without limitation, judgments, fines, amounts paid in settlement
(provided that such settlement and all amounts paid in connection therewith are approved in advance by the
Corporation using the procedures set forth in Section 6 of this Article V, which approval shall not be
unreasonably withheld or delayed), attomeys' fees, ERISA excise taxes or penalties, and other genses actually
and reasonably incurred by such person in connection with such action, suit or proceeding ( acluMg, without
limitation, the investigation, defense, settlement or appeal of such action, suit or proceeding) if such ps son acted
in good faith and in a manner such person reasonably believed to be in or not opposed to the best intertsts of the
Corporation, and, with respect to any criminal action or proceeding, had no reasonable cause to belme such
person's conduct was unlawful; provided, however, that the Corporation shall not be required to inder.1ify or

G-6

. _ _ _ - - _ _ _ _ - _ _ _ _ _ _ _ _ - _ _ _ _ _ _ - _ _ _ _ _



advance expenses to any such person or persons seeking indemnitication or advancement of expenses in
_ connection with an action, suit or proceeding initiated by such person or persons (including, without limitation,_

any cross-claim or counterclaim initiated by such person or persons) unless the initiation of such action, suit or
proceeding was authorized by the Board of Directors of the Corporation. The termination of any such action,
suit or proceeding by judgment, order, settlement, conviction or under a plea of noto contendere or its equivalent,
shall not, of itself, create a presumption faat the person did not act in good faith and in a manner which such
person reasonably believed to be in or not opposed to the best interests of the Corporation, and, with respect to
any criminal action or proceeding, that such person had reasonable cause to believe that such person's conduct
was unlawful.

u- SECTION 4. Indemni# cation in Derivative Actions. The Corporation shall indemnify each person who
has been or is a party, or is threatened to be made a party, to any threatened, pending or completed action, suit
or proceeding by or in the right of the Corporation to procure a judgment in its favor by reason of the fact that
such person is or was a director or officer of the Corporation or is or was serving at the Corporation's request as
a director er officer of any Other Enterprise against all expenses (including attorneys' fees) actually and
reasonably incurred by such person in connection with the defense or settlement of such action, suit or
proceeding (including, without limitation, the investigation, defense, settlement or appeal of such action, suit or
proceeding) if such person acted in good faith and in a manner such person reasonably believed to be in or not
opposed to the best interests of the Corporation, except that no indemnification under this Section 4 shall be

g made in respect of any claim, issue or matter as to which such person shall have been adjudged to be liable to
,

. the Corporation unless and only to the extent that the court in which the action, suit or proceeding was brought
'

"- shall determine upon application that, despite the adjudication of liability but in view of all the circumstances of
the case, such person is fairly and reasonably entitled to indemnity for such expenses which such court shall
deem proper.

t

|

SECTION 5. Indemnificationfor Expenses. Notwithstanding the other provisions of this Article V, to the
extent a person who is or was serving as a director or officer of the Corporation, or is or was serving at the |
request of the Corporation as a director or officer of any Other Enterprise, has been successful on the merits or i

otherwise - trense of any action, suit or proceeding referred to in Sections 3 and 4 of this Article V (including
the dismisu of any such action, suit or proceeding without prejudice), or in defense of any claim, issue or matter
therein, such person shall be indemnified against expenses (including attorneys' fees) actually and reasonably
incurred by such person in connection therewith.

SECTION 6. Determination of Right to Indemmfication. Prior to indemnifying a person pursuant to the
provisions of Sections 2,3 and 4 of this Article V, unless ordered by a court and except as otherwise provided
by this Section 5, the Corporation shall determine that such person has met the specified standard of conduct
entitling such person to indemnification as set forth under Sections 2, 3 and 4 of this Article V. Any
determination that a person shall or shall not be indemnified under the provisions of Sections 2,3 and 4 of these
Bylaws shall be made (a) by the Board of Directors by a majority vote of a quorum consisting of directors who
were not parties to the action, suit or proceeding. (b)if such quorum is not obtainable, or even if obtainable,if a

_ quorum of disinterested directors so directs, by independent legal counsel in a written opinion, or (c) by the
stockholders, and such determination shall be final and binding upon the Corporation; provided, however, that in
the event such determination is adverse to the person or persons to be indemnified hereunder, such person or
persons shall have the right to maintain an action in any court of competent jurisdiction against the Corporation
to determine whether or not such person has met the requisite standard of conduct and is entitled to such
indemnification hereunder. If such court action is successful and the person or persons is determined to be
entitled to such indemrtification, such person or persons shall be reimbursed by the Corporation for all fees and
expenses (including attorneys' fees) actually and reasonably incurred in connection with any such action
(including, without limitation, the investigation, defense, sett3 ment or appeal of such action).

SECTION 7. Advancement of Expenses. Expenses (including attorneys' fees) actually and reasonably
incurred by a person who may be entitled to indemnification hereunder in defending an action, suit or proceeding,
whether civil, criminal, administrative, investigative or appellate, shall be paid by the Corporation in advance of
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the final disposition of such action, suit or proceeding upon receipt of an undertaking by or on behalf of such
person to repay such amount if it shall ultimately be determined that such person is not entitled to indemnification
by the Corporation. Notwithstanding the foregoing no advance shall be made by the Corporation if a

-
-

determination is reasonably and promptly made by (a) the Board of Directors by a majority vote of a quorum
consisting of directors who were not parties to the action, suit or proceeding for which the advancement is
requested, (b) if a quorum is not obtainable, or even if obtainable, if a quorum of disinterested directors so
directs, by independent legal counsel in a written opinion, or (c) by the stockholders, that, based upon the facts
known to the Board, independent legal counsel or stockholders at the time such determination is made, such
p*rson acted in bad faith and in a manner that such person did not believe to be in or not opposed to the best
interests of the Corporation, or, with respect to any criminal proceeding, that such person believed or had

a

reasonable cause to believe such person's conduct was unlawful. In no event shall any advancement of expenses
be made in instances where the Board, independent legal counsel or stockholders reasonably determines that such
person intentionally breached such person's duty to the Corporation or its stockholders.

,

The indemnification and advancement of expenses provided by, or grantedSECTION 8. Non. Exclusivity.
pursuant to, this Article V shall not be exclusive of any other rights to which those seeking indemnification or
advancement of expenses may be entitled under any statute, the Articles of Incorporation, these ~ Bylaws,
agreement, vote of stockholders or disinterested directors, policy of insurance or otherwise, both as to action in
their official capacity and as to action in another capacity while holding their respective offices, and shall not
limit in any way any right which the Corporation may have to make additional indemnifications with respect toD
the same or different persons or classes of persons. The indemnification and advancement of expenses provided3y
by, or granted pursuant to, this Article V shall continue as to a person who has ceased to be a director or officer
and shall inure to the benefit of the heirs, executors, administrators and estate of such a person.

SECTION 9. Insurance. Upon resolution passed by the Board of Directors, the Corporation may purchase
and maintain insurance on behalf of any person who is or was a director or officer of the Corporation, or is or
was serving at the request of the Corporation as a director or officer of any Other Enterprise, against any liability
asserted against such person and incurred by such person in any such capacity, or arising out of such person's
status as such, whether or not the Corporation would have the power to indemnify such person against such
liability under this Article V,

SECTION 10. Vesting of Rights. The rights granted by this Article V shall be vested in each person
entitled to indemnification hereunder as a bargained-for, contractual condition of such person's serving or having
served as a directot or officer of the Corporation or serving at the request of the Corporation as a director or
officer of any Other Enterprise and while this Article V may be amended or repealed, no such amendment or
repeal shall release, terminate or adversely affect the rights of such person under this Article V with respect to
any act taken or the failure to take any act by such person prior to such amendment or repeal or with respect to
any action, suit or proceeding with respect to such act or failure to act filed after such amendment or repeal.

- SECTION 11. Definitions. For purposes of this Article V, references to: ,

(a) "the Corporation" shall,if and only if the Board of Directors shall determine, include,in addition
' to the resulting Corporation, any constituent corporation (including any constituent of a constituent)

absorbed in a consolidation or merger which, if its separate existence had continued, would have had power
and authority to indemnify its directors or officers or persons serving at the request of such constituent
corporation as a director or officer of any Other Enterprise, so that any person who is or was a director or
officer of such constituent corporation, or is or was serving at the request of such constituent corporation as
a director or officer of any Other Enterprise, shall stand in the same position under the provisions of this

>

Article V with respect to the resulting or surviving corporation as such person would have with respect to
such constituent corporation if its separate existence had continued;

(b) "Other Enterprises" or "Other Enterprise" shall include, without limitation, any other corporation,
limited liability company, partnership, joint venture, trust or employee benefit plan;
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(c) " director or officer of any Other Enterprise" shall include, without limitation, any person
performing similar functions with respect to such Other Enterprise, whether incorporated or unincorporated;

(d) " fines" shall include any excise taxes assessed against a person with respect to an employee
.

| benefit plan; I

| (e) " defense" shall include investigations of any threatened, pending or completed action, suit or
proceeding as well as appeals thereof and shall also include any defensive assertion of a cross-claim or
counterclaim; and

| (f) " serving at the request of the Corporation" shall include any service as a director or officer of a
i corporation which imposes duties on, or involves services by, such director or officer with respect to an

employee benefit plan, its participants, or beneficiaries; and a person who acted in good faith and in a
|manner such person reasonably believed to be in the interest of the participants and beneficiaries of an

employee benefit plan shall be deemed to have acted in a manner "not opposed to the best interests of the
Corporation" as referred to in this Article V.

|

For the purpose of this Article V, unless the Board of Directors of the Corporation shall determine
| otherwise, any director or officer of the Corporation who shall serve as a director or officer of any Other
% Enterprise of which the Corporation, directly or indirectly, is a stockholder or creditor, or in which the i

m Corporation is in any way interested, shall be presumed to be serving as such director or officer at the request of |
|'N~ the Corporation. In all other instances w here any person shall serve as a director or officer of an Other Enterprise,

'

'

if it is not otherw,_f: established that such person is or was serving as such director or officer at the request of the
Corporation, the Board of Directors of the Corporation shall determine whether such person is or was serving at
the request of the Corporation, and it shall not be necessary to show any prior request for such service, which
determination shall be final and binding on the Corporation and the person seeking indemnification.

SECTION 12. Severability. If any provision of this Article V or the application of any such provision to |

| any person or circumstance is held invalid, illegal or unenforceable for any reason whatsoever, the remaining |

provisions of this Article V and the application of such provisions to other persons or circumstances shall not be
affected thereby and, to the fullest extent possible, the court finding such provision invalid, illegal or
unenforceable shall modify and construe the provision so as to render it valid and enforceable as against all
persons or entities and to give the maximum possible protection to persons subject to indemnification hereby
within the bounds of validity, legality and enforceability. Without limiting the generality of the foregoing, if any
director or officer of the Corporation, or any person who is or was serving at the request of the Corporation as a
director or officer of any Other Enterprise, is entitled under any provision of this Article V to indemnification by
the Corporation for some or a portion of the judgments, amounts paid in settlement, attorneys' fees, ERISA
excise taxes or penalties, fines or other expenses actually and reasonably incurred by any such person in
connection with any threatened, pending or completed action, suit or proceeding (including, without limitation,

7 ,- the investigation, defense, settlement or appeal of such action, suit or proceeding), whether civil, criminal,
'

administrative, investigative or appellate, but not, however, for all of the total amount thereof, the Corporation
shall nevertheless indemnify such person for the portion thereof to which such person is entitled.

ARTICLE VI. CONTRACTS

The Board of Directors may authorize any officer or officers, agent or agents, to enter into any contract or
execute and deliver any instrument in the name of and on behalf of the Corporation, and such authority may be
general or confined to specific instances. If the Board takes no action to authorize an officer to enter into or
execute contracts, the President, any Vice President or the Treasurer shall have authority to enter into and execute
contracts and other instruments in the name of and on behalf of the Corporation.
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ARTICLE VII. CERTIFICATES FOR SIIARES AND THEIR TRANSFER
~

SECTION 1. Cerryicatesfor Shares. Certificates representing shares of the Corporation shall be in such
form as shall be determined by the Board of Directors. Such certificates shall be signed by the President and by
the Secretary or by such other officers authorized by law and by the Board of Directors so to do. All certificates
for shares shall be consecutively numbered or otherwise identified. The name and address of the person to whom

the shares represented thereby are issued, with the number of shares and date of issue, shall be entered in the
stock transfer books of the Corporation. All certificates surrendered to the Corporation for transfer shall be

canceled .and no new certificate shall be issued until the former certiftcate for a like number shares shall have
been surrendered and canceled, except that in case of a lost. destroyed or mutilated certificate, a new one may be .

issued therefor upon such terms and indemnity to the Corporation as the Board of Directors may prescribe."'

SECTION 2. Transfer of Shares. Transfer of shares of the Corporation shall be made only on the stock
transfer books of the Corporation by the holder of record thereof or by his legal representative, who shall furnish

'

proper evidence of authority to transfer, or by his attorney thereunto authorized by power of attorney duly
executed and filed with the Secretary of the Corporation, and on surrender for cancellation of the certificate for!

such shares. The person in whose name shares stand on the books of the Corporation shall be deemed by the
;

Corporation to be the owner thereof for all purposes.

SECTION 3. Preemptive Rights. The holders of the common stock of this Corporation shall not have

h. ' preemptive rights.
. ,.n.V. v :

I.

ARTICLE VIIL FISCAL YEAR

The fiscal year of the Corporation shall be the calendar year.

ARTICLE IX. DIVIDENDS

The Board of Directors may from time to time declare, and the Corporation may pay, dividends on its
outstanding shares in the manner and upon the terms and conditions provided by law and its Articles of
Incorporation.

ARTICLE X. CORPORATE SEAL

This Corporation shall have a corporate seal.

ARTICLE XL WAIVER OF NOTICE >

SECTION 1. Unless otherwise provided by law, whenever any notice is required to be given to any

.. Stockholder or director of the Corporation under the provisions of these bylaws or under the provisions of the
,

,m. 1 Articles of Incorporation or under the provisions of the Kansas General Corporation Code, a waiver thereof in *
-

writing, signed by the person or persons entitled to such notice, whether before or after the time stated therein,
*

,

shall be deemed equivalent to the giving of such notice.
. ,

SECTION 2. Notwithstanding the provision for waiver of notice in Section I hereof, corporate action may
be effected through a formal consent to the transaction of business signed by the directors of this Corporation.

ARTICLE XIL AMENDMENTS

Subject to the right of the Stockholders to alter, amend or repeal the bylaws or adopt new bylaws, these
bylaws may be altered, amended or repealed and new bylaws may be adop ed by the Board of Directors at any
special or regular meeting of the Board of Directors or by consent if all of the directors shall have consented to
any such alterations, amendments, actions to repeal or the adoption of new or substituted bylaws.
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Summary of Proposed Changes to Facility Operating License NPF-42

License Section Change Description

Page 1, Title Replace Kansas Gas and Electric Company and Kansas City
Power & Light Company with Westar Energy, Inc. Also add
Wolf Creek Nuclear Operating Corporation to title. Also
add new footnote * describing the transfer of ownership to
Westar Energy, and change designation of existing footnote |
* to **. Reflect change from KG&E and KCPL to Westar in
footnote **.

;
,

l.E Change footnote marker * to **.

2. Add Wolf Creek Nuclear Operating Corporation and Westar
Energy, Inc., and delete Kansas Gas and Electric Company

| and Kansas City Power & Light Company.

2.A Replace Kansas Gas and Electric Company and Kansas City
Power & Light Company with Westar Energy, Inc. Also delete
footnote 1.

| 2.B Replace Kansas Gas and Electric Company and Kansas City
' Power & Light Company with Westar Energy, Inc.

2.B.(2) Replace KG&E and KCPL with Westar Energy, Inc.

I 2.C.(3) Replace Kansas Gas and Electric Company and Kansas City
Power & Light Company with Westar Energy, Inc.

Appendix C, Page Replace Kansas Gas and Electric Company with Westar Energy,
| 1, Title Inc.

Appendix C, Page Replace Kansas Gas and Electric Company with Westar Energy,
1, 1. (a) Inc.

Appendix C, Page Replace Kansas City Power & Light Company with Westar
10, Title Energy, Inc.

| Appendix C, Page Replace Kansas City Power & Light Company with Westar
! 10, 1.(a) Energy, Inc.

I

i,

$

|
\

-
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WESTAR ENERGY, INC. * F'2?S.'.S C'" _^25 *.LEGTRIG-GOMPANY |
|

MANSAS-GI-TY "^*'*_". t LIGHT-GOMPANY | |
KANSAS ELECTRIC POWER COOPERATIVE, INC.

WOLF CREEK NUCLEAR OPERATING CORPORATION

DOCKET NO. STN 50-482

WOLF CREEK GENERATING STATION, UNIT NO. 1

FACILITY OPERATING LICENSE ,

License No. NPF-42

1. The Nuclear Regulatory Commission (the Commission) has found that:

A. The application for license filed by Kansas Gas and Electric Company,
Kansas City Power G Light Company, and Kansas Electric Power
Cooperative / Inc. (licensees), complies with the standards and
requirements of the Atomic Energy Act of 1954, as amended (the Act),
and the Commission's regulations set forth in 10 CFR Chapter I, and
all required notifications to other agencies or bodies have been duly
made;

B. . Construction of the Wolf Creek Generating Station, Unit 1 (the |facility) has been substantially completed.in conformity with |
Construction Permit No. CPPR-147 and the application, as amended, the i

provisions of the Act, and the regulations.of the Commission;

C. The facility will operate in conformity with ne application, as
amended, the provisions of the Act, and the tulations'of the
Commission, (except as exempted from complian a in Section 2.D below);

D. There is reasonable assurance: (1) that the activities authorized by
this operating license can be conducted without endangering the health
and safety of the public, and (ii) that such activities will be
conducted in compliance with the Commission's regulations set forth in
10 CFR Chapter I, (except as exempted from compliance in Section 2D
below);

E. Wolf Creek Nuclear Operating Corporation ** is technically qualified to |
engage in the activities authorized by this license in accordance with
the Commission's regulations set forth in 10 CFR Chapter I;

*Westar Energy, Inc., as a result of mergers involving Kansas Gas and Electric Company
and Kansas City Power & Light Company, owns the 94% undivided interest in the Wolf
Creek Nuclear Operating Corporation and the Wolf Creek Generating Station previously
owned by Kansas Gas and Electric Company and Kansas City Power & Light Company.
** Wolf Creek Nuclear Operating Corporation is authorized to act as agent for Westar
Energy, Inc.the "an,00 C: an" Electri- 00=pany, Mance: City PC.::: Light C pany,
and Kansas Electric Power Cooperative, Inc., and has exclusive responsibility and

control over the physical construction, operation and maintenance of the facility.

..
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F. The licensees have satisfied the applicable provisions of 10 CFR Part
,

140 " Financial Protection Requirements and Indemnity Agreements," of '

the Commission's regulations;

G. The issuance of this license will not be inimical to the common
defense and security or to the health and safety of the public;

H. After weighing the environmental, economic, technical and other
benefits of the facility against environmental and other costs at d

considering available alternatives, the issuance of this Facility
Operating License No. NPF-42, subject to the conditions for protection
of the environment set forth in the Environmental Protection Plan
attached as Appendix B, is in accordance with 10 CFR Part 51 of the ;

Commission's regulations and all applicable requirements have been |
satisfied; and i

I. The receipt, possession, and use of source, byproduct and special
nuclear material as authorized by the license will be in accordance
with the Commission's regulations in 10 CFR Parts 30, 40 and 70.

2. Pursuant to approval by the Nuclear Regulatory Commission at a meeting on I

June 3, 1985, the License for Fuel Loading and Low Power Testing, License
No. NPF-32, issued on March 11, 1985, is superseded by Facility Operating
License No. NPF-42 hereby issued to Wolf Creek Nuclear Operating
Corporation, Westar Energy, Inc., nar ac CaC an+1 Elect r i c Com;mfty, u neae
City Pc6'r ; Li gM-Gefm+ny, and Kansas Electric Power Cooperative, Inc. i

(the licensees) to read as follows:

A. The license applies to the Wolf Creek Generating Station, Unit No. 1,
a pressurized water nuclear reactor and associated equipment (the
facility), owned by Westar Energy, Inc.Kancac Ca, artd-Electri' Company
+r 'ancac City Poucr ; LigM.-C-empanyr and Kansas Elect ric Power
Cooperative, Inc., and operated by the Wolf Creek Nuclear Operating
Corporation. The facility is located in Coffey County, Kansas,

i

approximately 28 miles east-southeast of Emporia, Kansas, and is j
described in the licensee's " Final Safety Analysis Report, as i

"

supplemented and amended, and in the licensees' Environmental Report,
as supplemented and amended.

B. Subject to the conditions and requirements incorporated herein, the
commission hereby licenses Wolf Creek Nuclear Operating Corporation
(the Operating Corporation), Wootar Energy, Inc.Kar 23 Cac and i

iMeet-r+e rkepa ny (MG4E), Nancac City "^urr ; IdqM ( KC P L) , and Kansas

Electric Power Cooperative, Inc. (KEPCO):
1

+ '_nca, Can aml Electric C r ny, which 7 -- - !?2 u ridi .ded . terrn? . t' WeM
Gr ^' Muclea r Ope rat :Cg Creparation am! c '?E un44444ed arterrat a pr- ::3is

Only l icense-br-%A f Crcch Cenr ra ting Stat ;cn, ha qed-wi?F and et a uhc11y
cuned ubn. diary Of The " ncan Pou'r nd ' ight C=pany. S in cubs 44+e Yr
en g i na l l y named MC.^. %tpa r a t i on , ' r^ r ed "-'nca Ca and-F4eet r i Curpeny"

upr- C e n ^ ^ ' 7 2 t i f., O f t he--me r g C r "CCC 4! ".g l y, tite-evt C "EanCaC Ca and ElCCtri

CC? pct.y" a0 .t appearO i- thin licCnCC ZCfer- to t'C pOCt ~C;gC. Mn '' ' - CT: 2nd
F4eet+k-Campa ny ami not thC fc: cr ratity of ?F- r^ aC
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(1) Pursuant to Section 103 of the Act and 10 CFR Part 50 " Domestic |

Licensing of Production and Utilization Facilities," the Operating
Corporation, to possess, use and operate the facility at the
designated location in Coffey County, Kansas, in accordance with the
procedures and limitations set forth in this license;

(2) Westar Energy, Inc . KC:; E , MCPI and KEPCO to possess the facility at the |
designated location in Coffey County, Kansas, in accordance with the
procedures and limitations set forth in this license;

(3) The Operating Corporation, pursuant to the Act and 10 CFR Part 70, to
receive, possess and use at any time special nuclear material as
reactor fuel, in accordance with the limitations for storage and
amounts required for reactor operation, as described in the Final
Safety Analysis Report, as supplemented and amended;

(4) The Operating Corporation, pursuant to the Act and 10 CFR Parts 30, 40
and 70, to receive, possess, and use at any time any byproduct, source
and special nuclear material as sealed neutron sources for reactor
startup, sealed sources for reactor instrumentation and radiation
monitoring equipment calibration, and as fission detectors in amounts
as required;

(5) The Operating Corporation, pursuant to the Act and 10 CFR Parts 30, 40
and 70, to receive, possess, and use in amounts as required any
byproduct, source or special nuclear material without restriction to
chemical or physical form, for sample analysis or instrument
calibration or associated with radioactive apparatus or components;
and

(6) The Operating Corporation, pursuant to the Act and 10 CFR Parts 30, 40
and 70, to possess, but not separate, such byproduct and special
nuclear materials as may be produced by the operation of the facility.

C. This license shall be deemed to contain and is subject to the conditions
specified in the Commission's regulations set forth in 10 CFR Chapter 1
and is subject to all applicable provisions of the Act and to the rules,
regulations, and orders of the Commission now or hereafter in effect; and
is subject to the additional conditions specified or incorporated below:

(1) Maximum Power Level
The Operating Corporation is authorized to operate the facility at
reactor core power levels not in excess of 3565 megawatts thermal
(100% :ower) in accordance with the conditions specified herein.

a
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(2) Technical Specifications i,

'

!

The Technical Specifications contained in Appendix A, as revised
through Amendment 119, and the Environmental Protection Plan i

Icontained in Appendix B, both of which are attached hereto, are
hereby incorporated in the license. The Corporation shall operate

.

the facility in accordance with the Technical Specifications and I

the Environmental Protection Plan. )

(3) Antitrust Conditions '

iWestar Energy, Inc.Kancac Cac ' Electric Cenpany ced-Maneac City
Pewee & LiqF+ % *my shall comply with the antitrust conditions ;

j delineated in Appendix C to this license. |
|

(4) Environmental Qualification (Section 3.11, SSER 94, Section 3.11,
SSER #5)*

All Electrical equipment within the scope of 10 CFR 50.49 shall be
qualified by November 30, 1985.

(5) Fire Protection (Section 9.5.1, SER, Section 9.5.1.8, SSER #5)

(a) The Operating Corporation shall maintain in effect all
provisions of the approved fire protection program as
described in the SNUPPS Final Safety Analysis Report for the
facility through Revision 17, the Wolf Creek site addendum i

through Revision 15, and as approved in the SER through i

Supplement 5, subject to provisions b & c below. I

(b) The licensee may make changes to the approved fire
protection program without prior approval cf the Comraission
only if those changes would not adversely affect the ability
to achieve and maintain safe shutdown in the event of a
fire.

*The parenthetical notation following the title of many license conditions
4

denotes the section of the Safety Evaluation Report and/or its supplements
|

wherein the license condition is discussed. '

i

!

|

i

|
;

%_
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. (6) Qualification of Personnel (Section 13.1.2, SSER 45, Section 18,
I

SSER #1)

The operating Corporation shall have on each shift operators who
;

j meet the requirements described in Attachment 2. '

i

(7) NUREG-0737 Supplement 1 Conditions (Section 22, SER)
The Operating Corporation shall complete the requirements
described in Attachment 3 to the satisfaction of the NRC. These
conditions reference the appropriate items in Section 22, "TMI

; Action Plan Requirements for Applicants for Operating Licenses,"
in the Safety Evaluation Report and Supplements 1, 2, 3, 4, and 5
of NUREG-0881.

(8) Post-Fuel-Loading Initial Test Program (Section 14, SER Section
14, SSER #5)

Any changes in the Initial Test Program described in Section 14 of
' the FSAR made in accordance with the provisions of 10 CFR 50.59
'

shall be reported in accordance with 50.59(b) within one month of
such change.

s

(9) Inservice Inspection Program (Sections 5.2.4 and 6.6, SER)

By December 11, 1985, KG&E shall submit for staff review and
i approval, the inservice inspection program +.thich conforms to the

ASME Code in effect on March 11, 1984.

- (10) Emergency Planning

'

In the event that the NRC finds that the lack of progress in
completion of the procedures in the Federal Emergency Management
Agency's final rule, 44 CFR Part 350, is an |ndication that a

major substantive problem exists in achieving or maintaining an
adequate state of emergency preparedness, the provisions of 10 CFR<

j Section 50.54(s) (2) will apply.

|

.

% ..
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(11) Steam Generator Tube Rupture (Section 15.4.4, SSER 45)

Prior to restart following the first refueling outage, the
Operating Corporation shall submit for NRC review and approval an

| analysis which demonstrates that the steam generator single-tube
'

rupture (SGTR) analysis presented in the FSAR is the most severe
case with respect to the release of fission products and
calculated doses. Consistent with the analytical assumptions, the

; licensee shall propose all necessary changes to Appendix A to this
! license.

(12) LOCA Reanalysis (Section 15.3.7, SSER #5)
|

Prior to restart following the first refueling outage, the
L Operating Corporation shall submit for NRC review and approval a
j reanalysis for the worst large break LOCA using an approved ECCS

evaluation model.
|
,

; (13) Generic Letter 83-28

The Operating Corporation shall submit responses to and implement
the requirements of Generic Letter 83-28 on a schedule which is

,
consistent with that given in their February 29, 1984 and February

! 6, 1985 letters.
i

!

| (14) Surveillance of Hafnium Control Rods (Section 4.2.3.1 (10), SER

| and SSER #2)

The Operating Corporation shall perform a visual inspection of a

| sample of hafnium control rods during one of the first five
refueling outages. A summary of the results of these inspections
shall be submitted to the NRC.

|

(15) Additional Conditions

!. The Additional Conditions contained in Appendix D, as revised

| through Amendment No. 108 are hereby incorporated into this

i license. Wolf Creek Nuclear Operating Corporation shall operate
! the facility in accordance tithe the Additional Conditions.

- D. Exemptions from certain requirements of Appendix J to 10 CFR Part 50, and
from a portion of the requirements of General Design Criterion 4 of
Appendix A to 10 CFR Part 50, are described in the Safety Evaluation
Report. These exemptions are authorized by law and will not endanger life
or property or the common defense and security and are otherwise in the
public interest. Therefore, these exemptions are hereby granted pursuant
to 10 CFR 50.12. With the granting of these exemptions the facility will,

i operate, to the extent authorized herein, in conformity with the
application, as amended, the provisions of the Act, and the rules and4

regulations of the Commission.

i

\
|

r
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! E. The licensee shall fully implement and maintain in effect all provisions
i of the Commission-approved physical security, guard training and
l qualification, and safeguaras contingency plans including amen"v.1.ts made ;

| pursuant to provisions of the Miscellaneous Amendments and Search
Requirements revisions to 10 CFR 73.55 (51 FR 27817 and 27822) and to the
authority of 10 CFR 50.90 and 10 CFR 50.54 (p) . The plans, which contain
Safeguards Information protected under 10 CFR 73.21, are entitled: " Wolf
Creek Generating Station Physical Security Plan," with revisions submitted

| through August 2, 1988; " Wolf Creek Generating Station Security Training
; Qualification Plan," with revisions submitted through August 2, 1988; and

" Wolf Creek Generating Station Safeguards Contingency Plan," with
revisions submitted through August 2, 1988. Changes made in accordance

| with 10 CFR 73.55 shall be implemented in accordance with the schedule set
forth therein.

F. Except as otherwise provided in the Technical Specifications or
Environmental Protection Plan, the licensee shall report any violations of
the requirements contained in Section 2.C of this license in the following
manner: initial notification shall be made within 24 hours to the NRC |
Operations Center via the Emergency Notification System with written I

followup within thirty days in accordance with the procedures described in j
10 CFR 50.73(b), (c) and (e). !

G. The licensees shall have and maintain financial protection of such type
| and in such amounts as the Commission shall require in accordance with ;
' Section 170 of the Atomic Energy Act of 1954, as amended, to cover public '

liability claims.

H. This license is effective as of the date of issuance and shall expire at !

Midnight on March 11, 2025.
,

|
.

For the Nuclear Regulatory Commission i

)
" Original Signed By"

!

Harold R. Denton, Director
Office of Nuclear Reactor Regulation

!

j

Attachments / Appendices:
1. Attachment 1 - Deleted
2. Attachment 2 - Operating Staff Experience

Requirements
3. Attachment 3 - NUREG-0737, Supplement 1,

Requirements
4. Appendix A - Technical

Specifications (NUREG-ll36)
,

5. Appendix B - Environmental'

Protection Plan
6. Appendix C - Antitrust Conditions

j

7. Appendix D - Additional Conditions
,

,

I
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.

I

u i



|

I

|

l

l

ATTACHMENT III

NO SIGNIFICANT HAZARDS CONSIDERATION DETERMINATION

1

|

|
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No Significant Hazards Consideration Determination

r
|

The proposed change would revise NPF-42 to reflect the merger of Kansas City Power

& Light Company and Kansas Gas and Electric Company into Westar Energy, Inc.
|

|

| Standard 1 - Does the Proposed Change Involve a Significant Increase in the Probability of

| Consequences of an Accident Previously Evaluated ($ 50.92(c)(1))?

; The proposed change does not involve a significant increase in the probability of
I

| consequences of an accident previously evaluated. The proposed transaction will have no

| effect on plant equipment or the technical qualification of plant personnel. Rather, the

I transaction merely reflects the merger of Kansas City Power & Light Company and Kansas
i

j Gas and Electric Company into Westar Energy.

i

Standard 2 - Does the Proposed Change Create the Possibility of a New or Different Kind
I of Accident from any Previously Evaluated ($ 50.92(c)(2))?

The proposed change does not create the possibility of a new or different kind of

| accident from any accident previously evaluated. The proposed transaction does not involve

| any change to installed plant systems or the overall operating philosophy of the Wolf Creek

| Generating Station. Rather the transaction merely reflects the merger of Kansas City Power

; & Light Company and Kansas Gas and Electric Company into Westar Energy.
:

Standard 3 - Does the Proposed Change Involve a Significant Reduction in a Margin of
| Safety ($ 50.92(c)(3))?

j The proposed change does not involve a significant reduction in a margin of safety. It

does not involve any changes in overall organization commitments. An ownership change

| alone does not reduce any margin of safety.

| Based on the above discussions, it has been determined that the requested license

! revision does not involve a significant increase in the probability or consequences of an

| accident or other adverse condition over previous evaluations; or create the possibility of a

| new or different kind of accident or condition over previous evaluations; or involve a

significant reduction in a margin of safety. The requested license amendment does not involve
:

a significant hazards consideration.'

4
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