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Re:  In the Matter of Westar Energy, Inc. Compliance Filing Pursuant to Commission
Order Dated December 3, 2010 in Docket No. 06-GIMX-181-GIV.

Dear Mr. Day:

Enclosed for tiling please find the original and seven (7) copies of the Compliance Filing of
Westar Energy, Inc. in the above referenced matter.

The following exhibit contains information that Westar Energy, Inc. treats as confidential, is
being designated Contidential in this matter and is being filed in a separate envelope:

» Attachment B(1), (2): Organizational Chart

Please file stamp one copy for my files. Thank you for your assistance.

Peter L. Sumners
Enclosures

cc: Jeff McClanahan
Adam Gatewood

818 South Kansas Avenue / P.O. Box 889 / Topeka, Kansas 66601
Telephone: (785) 575-1954 / Fax: (785) 575-8136
pete.sumners@WestarEnergy.com
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THE STATE CORPORATION COMMISSION |
OF THE STATE OF KANSAS MAY 31201

by
In the Matter of Westar Energy, Inc. ) State Corporation Commission
Compliance Filing Pursuant to ) of Kansas
Commission Order Dated December 3, 2010 ) DOCKET NO. 11-WSEE- __ -CPL
In Docket No. 06-GIMX-181-GIV )

COMPLIANCE FILING

Westar Energy, Inc., Topeka, Kansas (the “Company”) hereby files the following
pursuant to Commission Order dated December 3, 2010 in Docket No. 06-GIMX-181-GIV and
the Report of the Commission Staff and the Active Participating Utilities dated October 27, 2010

in the same docket (the “Report”):

Attachment A(1): Westar Energy, Inc. Cost Allocation Manual
Attachment A(2): Response

Attachment B(1), (2): Organizational chart (Confidential)

Attachment B(3): Descriptions of corporate personnel

Attachment B(4): Debt instrument summaries

Attachment B(5): Westar Energy, Inc. consolidated financial statements
Attachment B(6): Westar Energy, Inc. financial ratios

Attachment B(1), (2) is an organizational chart containing information that Westar
Energy, Inc. treats as confidential information.
Respectfully submitted,

WESTAR ENERGY, INC.

By

Peter L. Sumners, #18112
Senior Corporate Counsel
818 Kansas Avenue
Topeka, Kansas 66612
(785) 575-1954; Telephone
(785) 575-8136; Fax

¢4
DATED at Topeka, Kansas, thisi day of May, 2011.
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Westar Energy, Inc. Attachment A(1)
Ringfencing Compliance Filing

May 31, 2011

Report requirements:

A. To ensure proper allocation or assignment of joint or common costs for non-power
goods and services, so a regulated utility bears only its fair share of costs, the public
utility shall submit by May 31* of each calendar year:

1. A Cost Allocation Manual (CAM) on a calendar year basis that:

+ explains the methodology used for all costs allocated or assigned for non-power goods
and services provided by: (a) the regulated utility, (b) a holding company, or (c) a
centralized corporate services subsidiary to any associate company that is a
jurisdictional public utility;

* demonstrates that all costs are allocated or assigned justly and reasonably and that the
allocation or assignment of costs is not unduly discriminatory or preferential; and,

+ if a fully distributed cost methodology is not used, an explanation supporting use of the
alternative method of allocation.

Westar Energy Response:

A copy of the current Westar Cost Allocation Manual is hereby submitted. The Manual
summary page contains a thorough explanation of the methodology followed to assure costs are
allocated in a just, reasonable manner that is not unduly discriminatory or preferential. This
approach to cost allocations has been reviewed by the Commission Staff numerous times in
conjunction with Westar Energy, Inc. and Kansas Gas and Electric Company rate filings.
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Sub Section: Approved By: Next Review Date:
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Summary of Approach, Principles and Practices
of Cost Assignment and Allocation

Westar Energy's Cost Allocation Manual (CAM) documents the process of cost
allocation by Westar Energy. The approach of cost allocation utilized by Westar Energy
is as follows:

- All costs should be allocated or directly assigned to the relevant jurisdiction or non-
jurisdictional area whenever possible.

- Direct assignment is preferable to allocation and should be used when reasonable.’

- Allocations should be based upon a method which recognizes cost causation or
benefits received.

- Remaining unallocated costs not directly assigned or allocated on a causal basis
should be allocated on a residual factor.

- The methodology should be equitable and understandable by all interested parties.

Westar Energy’s cost assignment and allocation methodology is the tool which
provides for the equitable assignment and allocation of costs to jurisdictions and
business units and provides assurance that cross-subsidization among jurisdictions
does not occur.

The CAM incorporates the use of a three-step process and includes the following
steps in order:

- Direct charging of all costs to the appropriate jurisdiction where practical.

! Westar Energy bills for services provided to PWT, ONEOk and WCNOC. The services provided or
received are based on the terms of the contract. The services provided and the cost to provide the services
are reviewed annually and revised as appropriate. Costs recovered through these service agreements are
then credited back to Westar.
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- Allocation of costs to jurisdictions on the basis of causal factors, where appropriate.
Causal factors include such items as number of customers served, net plant etc.

- Aliocation of remaining costs to jurisdiction using a residual factor. The residual
factor utilized by Westar Energy is the average of the allocation factor for total
customers and net plant.

Central to the CAM is an annual review, by responsibility area, of the tasks and
responsibilities and the development of specific assignment and allocation process
methods to be employed by each. As costs are incurred, they should be reviewed to
determine if they should be directly charged or allocated.

The allocation of payroll follows the three-step process described above.
Generally employees will either 1) Complete time sheets to record time for the
purposes of both payroll processing and payroll allocation or 2) Review their
responsibilities for allocating time. The allocation ratio for exempt employee’s payroll is
kept in the timekeeper's log (refer to the reference tab for an example of the
Timekeepers Log). Exempt employees do not prepare time sheets since pay is based
on the performance of specific responsibilities. The payroll costs for these employees
are either directly assigned to a specific jurisdiction or are allocated using a
predetermined allocation factor. The specific allocation factor(s) is determined through
an analysis of the specific functional and jurisdictional responsibilities of each position
with emphasis being placed on the cause of cost incurrence for the activities

performed.2

Non-payroll costs are handled in much the same manner, in that they will be
directly assigned or allocated to jurisdictions on the basis of the average payroll
allocation factor for the responsibility area incurring the costs.

The allocation factors incorporated in this CAM and the related causal allocation
methodologies for the individual responsibility areas are reviewed at least annually for
continuing accuracy.

Assignment and allocation of payroll includes the allocation to non-regulated or non-jurisdictional
activities, for example, lobbying activities and governmental relations.

2




—

Cost Allocation Manual
i’Westar Energy.

Section: Subiject: Effective Date:

Overview Accounting Control Key | January 1, 2011
(ACK)

Sub Section: Approved By: Next Review Date:

Allocations Tim Dortch January 1, 2012

Accounting Control Key (ACK)

To discuss Westar Energy’s Cost Allocation process, it is helpful to first outline the
Accounting Control Key (ACK). The ACK has ten different primary segments for Westar
Energy’s external and internal reporting requirements. They are:

BA CC Acct Loc Actv Prod WA  Proj LE Di
06920 C20 9230000 11 NOACTIV 00000 06920 00B931 01 00

Budget Area - the organizational unit that controls the resources, performs the work,
controls the budget, pays the bills and bills the Work Area.

Cost Code — a code that categorizes costs (e.g., labor, material, postage,
communications, etc.).

Account — accumulates cost per the FERC system of accounts.

Location — specifies the regulatory jurisdiction of the record and further specifies
work area location or facility.

Activity - a descriptive code for the type of work performed.

Product — used to track revenues and expenses related to specific products or
services provided. (Not currently being used)

Work Area — the organizational unit where the work was performed or who received
the benefit.

Project — a Project has a finite start and end date that is normally unrelated to a
calendar year, and may be Capital and/or Operation & Maintenance.

Legal Entity - used to keep Legal Entities separate, this segment is a balancing
segment.

Data Indicator - used to identify records to support multiple views of information.
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All primary segments (listed on the previous page) are required to record any

accounting transaction. Not all of the segments require manual input. Some segments
are system generated in the originating subsystem or are generated from other
segments entered as part of the transaction. The General Ledger and subsystems
validate each segment as the transactions are received. In addition, the systems also

validate the segments used in combination with each other.

Most transactions can be recorded directly to one account and location but some,
mainly support and administrative related expenses, can be related to multiple accounts
or locations (jurisdictions). Two allocations, Payroll Distribution and Jurisdiction
Allocation, have been established to provide proper allocation for transactions such as

these.
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Payroll Distribution Allocation

Westar Energy records straight-time labor in three Cost Codes: A11-Exempt Labor,
A12-Hourly Fixed Distribution and A13-Hourly Variable Distribution.

The A13 labor group consists of employees who work on different project related work
on a daily basis. Through the completion of daily timesheets time is charged to specific
accounts, locations, activities or work requests. The A11 and A12 labor groups do not
submit daily timesheets; their labor is distributed to various predetermined segments
based on the results of the annual Allocation Study. The Allocation Study is completed
annually as part of the budget process.

For the account distribution, a timekeeper’s log containing the name and current labor
distribution of every A11 and A12 employee is sent annually to each Budget Area. ltis
the responsibility of the area manager to review and revise the account distribution of
each employee based on the employee’s position and current job responsibilities. Once
completed, the revised account distribution is returned to the Budget Department.

The account distribution information and the Location allocation information are
provided to the Payroll Department to update the Payroll Distribution tables. When
payroll is processed, the Payroll Distribution table is referenced to allocate labor
expenses to the appropriate account and location for the A11 and A12 employees.

There may be a need for “exception reporting” in certain work areas. An example of this
would be if a Westar Energy employee did work for ONEOK or WCNOC and needed to
have their time reimbursed. Based on the ACK used, this information will be extracted
from the Genral Ledger detail and billed using the monthly billing process.
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Common State Allocation

The Common State Allocation is a process that allocates charges between
Westar Energy North and Westar Energy South based on a budget area’s
allocation ratio. For a complete list of the budget area allocation rates and the
type oflallocation, refer to the Location/Jurisdictional Allocation section of the
manual.

When a budget area records a charge using the common state location 00 the
charge will automatically be allocated between location 11 (North) and 51
(South). This process eliminates the need to manually enter two records for one
transaction.




o i—

Cost Allocation Manual
iWestaT Energy.

Section: Subject: Effective Date:
Overview Wolf Creek OWO’s January 1, 2011
Sub Section: Approved By: Next Review Date:
None Tim Dortch January 1, 2012

Wolf Creek Owner Work Orders (OWO)

Westar Energy (WE) provides Wolf Creek Nuclear Operating Company (WCNOC)
services at negotiated rates as stated in the Wolf Creek General Support Services
Agreement dated January 1, 1987. The services include Accounts Payable, Insurance
Services, Rubber Goods Testing, Financial and IT Services, Human Resources, IT
Services, Switchyard Maintenance, and other services as needed.

Each service item has an assigned Owner Work Order (OWQ). The OWO’s are
reviewed and negotiated annually at least nine months prior to the next contract year.
The current OWO’s rates are based on either an annual flat rate, cost per unit, or
reimbursement of time and material.

The original expenses related to the services are first recorded on Westar Energy’s
books as labor, material etc. They are charged to the Westar Energy department
originating the expense, using their normal expense accounts. Payment or
reimbursement from WCNOC is recorded back to the originating department crediting
the same originating accounts but using Cost Code R90 — Reimbursements.

For more information regarding each OWO, refer to the Wolf Creek Owner Work Orders
(OWO’s) section of this manual.
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ONEOK Shared Service Agreements

Westar Energy, Inc. (WE) has entered into agreements with ONEOK, Inc. (ONEOK) for
operating and administrative services. For an outline of the services and rates under
each agreement, refer to the ONEOK Agreement section of this manual.

Meter Reading is an example of billing based on quantity. The information for quantity
based billing is tracked or reported using the system that supports the service. For
example, CSS is used for number of meters read.

Another method of billing per the affiliate agreements is based on a flat rate. The flat
rate for a service is based upon a predetermined expense for the service, prorated to
each company based on an allocation factor.

Rates and fees charged are generally reviewed annually, but may be updated when
parties agree to needed changes.

The agreements between WE and each affiliate company is outlined in their respective
sections later in this manual. Each section includes an explanation of the services and
the method for billing.
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Types of Allocations

Employees responsible for preparing or approving accounting records are
responsible for being knowledgeable of the appropriate work area/location code.

In some transactions it is not possible to directly assign a sole jurisdiction.
Therefore, an allocation rate must be used to allocate the expense between
Westar Energy North and Westar Energy South. The amount to be allocated to
each location can be different depending on the type of expense and the Budget
Area. The allocation rates for each Budget Area are predetermined based upon
information gathered in the annual review.

The annual Allocation Study includes a survey distributed to every Budget Area
requiring the review of all Exempt and Fixed Distribution Hourly Employee
allocations. Another part of the annual study is to update allocations for each
allocation type.

In addition to the annual Allocation Study, the allocation of an Exempt or Fixed
Distribution Employee is reviewed whenever there is a change in position or
department. This review is part of the HR/Payroll change process.

The ratios provided below in this section are used when allocating cost to the
appropriate Location (jurisdiction) when a direct charge/allocation is not possible.

The following is a brief explanation and example of the allocation types:

Gross Plant - The Gross Plant ratio includes WC and LaCygne and should be
used to allocate common expenses on the basis of the company’s capital
investment between locations.

Location
Code Description Percentage
11 WE North 66.58%

51 WE South 33.42%
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Net Plant in Service (w/o WC and LaCyagne) — The Net Plant-in-Service
allocation ratio should be used to allocate common expenses on the basis of the
Company's capital investment between locations. This ratio excludes WC and
:c_aCygne because they perform their own administrative services and financial
unctions.

For example, the Property Accounting Department prepares work request
instructions for all areas of the Company (except WC and LaCygne). Since
these work request instructions pertain to the Company's capital investment, the
related expenses should be charged to all locations based on the "Total
Company" (w/o WC & LaCygne) Net Plant in Service ratio.

Location Total
Code Description Company
11 . WE North 72.39%
51 WE South 27.61%

Number of Customers - The total number of Westar Energy customers allocation
ratio should be used to allocate expenditures which are related to the customer
distribution between locations. Customer allocation ratios are available for
individual town level or for a combination of several towns or location levels.

For example - The Corporate Communications Department prepares a safety
information brochure to be inserted into all customer bills. Since all customers
would receive the brochure, the related expenditures shouid be charged to all

locations based on the total company “Number of Customers” ratio.

Location

Code Description Percentage Customers
11 WE North 53.75% 368,847

51 WE South 46.25% 317,433
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Number of Customers and Net Plant-in-Service Residual Factor - The Residual
Factor is used for almost all of the Corporate Budget Areas. The expenses
incurred by the corporate areas are related to the support of assets and the
customers. The residual factor is calculated by adding the percentage for Net
Plant-in-Service and Number of Customers and dividing by two.

For example - The Accounts Payable Department processes payment for
invoices received. The invoices are related to all areas of the company. Since
the invoices are not related solely to customers, assets or employees the
expenditures should be charged based on the Net Plant-in-Service and Number
of Customers “Residual Factor”.

Location

Code Description Percentage
11 WE North 63.07%

51 WE South 36.93%

Several other allocations used are based on much more specific types of work.

Transmission Assets Ratio — The Transmission Assets ratio is used by groups
that deal mainly with the transmission system and is based on the transmission
Plant in Service by location.

Location Transmission

Code Description Assets Percentage
11 WE North 686,331,975 60.90%

51 WE South 440,729,783 39.10%
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Total Owned Capacity — The Total Owned Capacity ratio is used by groups that
oversee the generation of all the power supplied by Westar Energy. This ratio is
based on the Capacity Rating report, by plant, supplied by the Generation and

Marketing area.

Location

Code Description MW'’s Percentage
11 WE North 4,245 62.78%

51 WE South 2,517 37.22%

Coal Plant Capacity — The Coal Plant Capacity ratio is used by the group that
oversees the coal fired plants. This ratio is based on the Capacity Rating
report supplied by the Generation and Marketing area.

Location

Code Description MW’s Percentage
11 WE North 2,295 68.39%

51 WE South 1,141 31.61%

NOTE: These ratios are updated in January of each year. These ratios reflect
2010. -..
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2011 Location Splits by Work Area

Work Description NORTH SOUTH Allocation Basis

Area % %

2301 arsons 6.18 13.82 arsons Customers
02322 [Humboldt 100.00  [Humboldt Customers
02352 [Customer Operations-Parsons 86.18 13.82 [Parsons Customers
02401  |[Emporia 100.00 [Emporia Customers
02428  Customer Operations-Emporia 100.00 [Emporia Customers
02501  [Pittsburg 100.00  |Pittsburg Customers
02512 [Fort Scott 100.00  [Fort Scott Customers
02517  [Customer Operations-Pittsburg 100.00  [Pittsburg Customers
02526  [Customer Operations-Fort Scott 100.00  |Fort Scoti Customers
02640  |Atchison 100.00 Atchison Customers
02672  [Customer Operations-Hiawatha 100.00 [Hiawatha Customers
02692  JCustomer Operations-Atchison 100.00 Atchison Customers
02803  INewton [7.81 92.19 Newton Customers
02843  Customer Operations-Newton [7.81 92.19 INewton Customers
02851 |Ripley Yard 100.00  [South Plant
02901  [Hutchinson 96.03 3.97 Hutchinson Customers
02902  [Cust Ops PIND-Hutchinson 96.03 3.97 Hutchinson Customers
02940  |Lyons 100.00 Iyons Customers
03101 [Topeka 100.00 [Topeka Customers
03154  [Topeka Meter Reading 100.00 [Topeka Customers
03201  [Manhattan 100.00 Manhattan Customers
03230  JJunction City 100.00 Junction City Customers
03250  JCustomer Operations-Manhattan 100.00 [Manhattan Customers
03260  |Marysville 100.00 Marysville Customers
03301 [El Dorado 100.00  [El Dorado Customers
03342 (Customer Operations-El Dorado 100.00 [El Dorado Customers
03401  [Lawrence 100.00 ILawrence Customers
03409  Customer Operations-Lawrence 100.00 ILawrence Customers
03420  {Shawnee 100.00 Olathe Customers
03428  Customer Operations-Shawnee 100.00 Olathe Customers
03501  |Arkansas City 100.00  |Arkansas City Customers
03512 [Customer Operations-Ark City 100.00  |Arkansas City Customers
03550  [Independence 100.00  [Independence Customers
03564  ICustomer Operations-Independence 100.00  [Independence Customers
03601 [Leavenworth 100.00 ILeavenworth Customers
03612  |Customer Operations-Leavenworth 100.00 ILeavenworth Customers
03701  |Salina 100.00 Salina Customers
03730  McPherson 100.00 McPherson Customers
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03742 |[Customer Operations-Salina 100.00 Salina Customers
03801  |Abilene 100.00 [Abilene Customers
05101  [Central Plains Wind Farm 100.00 North Plant

5102  [Flat Ridge Wind Farm 100.00 North Plant
05301 [Tecumseh Energy Center 100.00 INorth Plant
05401  |Lawrence Energy Center 100.00 INorth Plant
05501  |Hutchinson Energy Center 100.00 [North Plant
05520  |Hutchinson CT's 100.00 [North Plant
05601  |Abilene Energy Center 100.00 [North Plant
05701  Jeffrey Energy Center 78.26 21.74 EC Capacity
05801  [Planning, Modeling & Budget 53.75 16.25 [Total Westar Customers
05803 |Reliability Management 153.75 46.25 [Total Westar Customers
05804 |[WMIS/Synergen 153.75 46.25 [Total Westar Customers
05805  |MobileData 53.75 46.25 [Total Westar Customers
05807  [Finance & Strategic Planning 53.75 16.25 [Total Westar Customers
05810  [Distribution Dispatch 53.75 146.25 [Total Westar Customers
05811 [Planning and Scheduleing 53.75 146.25 [Total Westar Customers
05812  |Substation Engineering 53.75 46.25 [Total Westar Customers
05814  [Design Services 53.75 46.25 [Total Westar Customers
05816  [Distribution Engineering Support 53.75 46.25 Total Westar Customers
05818  [Technical Construction 53.75 46.25 [Total Westar Customers
05821  |Wichita Meter Shop 53.75 46.25 [Total Westar Customers
05822  |Substation & Distribution C&M 53.75 16.25 [Total Westar Customers
05823  |Construction Management 53.75 46.25 [Total Westar Customers
05826  |Standards 53.75 46.25 [Total Westar Customers
05827  [Transmission Engineering 3.75 46.25 Total Westar Customers
05833  |Substation Construction 53.75 46.25 [Total Westar Customers
05836  [Trans Ops & Environmental Adm 53.75 46.25 Total Westar Customers
05837  {System & Interconnect Ops Dispatch 60.90 39.10 [Transmission Assets
05838 [Transmission Services 60.90 39.10 [Transmission Assets
05849  [Commodity Risk Management 62.78 37.22 [Total Owned Capacity
05850 |System Planning 60.90 39.10 [Transmission Assets
05853  {Budgeting, Reporting & Compliance 62.78 37.22 [Total Owned Capacity
05854  |Wholesale Business 62.78 37.22 Total Owned Capacity
05855  [Dispatch 62.78 37.22 [Total Owned Capacity
05857  {Power Marketing 62.78 37.22 [Total Owned Capacity
05865 eal Time Operations 62.78 37.22 [Total Owned Capacity
05866 MS/SCADA 53.75 6.25 [Total Westar Customers
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05870  |VP Generation & Marketing 77.06 22.94 (Owned Capacity w/o WC or LC
05872  |VP Generation 68.39 31.61 Coal Plant Capacity-JEC 100%
05873  |Fuel Administration 90.00 10.00 Individual Allocation (Composite of labor distr)
05874  {Generation New Construction 100.0 North Only
05875  [Plant Support Engineering 65.00 35.00 Individual Allocation (Composite of labor distr)
05876  [Reliability Engineering [75.00 25.00 Individual Allocation (Composite of labor distr)
05877 _ {Safety, Training & Loss Control 63.00 37.00 Individual Allocation (Composite of labor distr)
05878  [Data Management & Analysis 45.00 55.00 Individual Allocation (Composite of labor distr)
05920  [Emporia Energy Center 100.00 North Plant
05930 |Spring Creek Energy Center 100.00 North Plant
05940  IGEEC CTF Common 100.00 North Plant
05950  iGordon Evans Energy Center 100.00  |South Plant
05960  Murray Gill Energy Center 100.00  South Plant
05970 [Neosho Energy Center 100.00  [South Plant
05984  [LaCygne Station Common 100.00  South Plant
05990  [Wolf Creek 100.00  |South Plant
05996  [O1d Sites Individual Allocation
06002 [Technical Operations 53.75 46.25 [Total Westar Customers
06003 [Field Communications 53.75 46.25 [Total Westar Customers
06045  [Mapping/GIS 72.39 27.61 INet Plant w/o WC & LC
06055  [Topeka Meter Shop 53.75 46.25 [Total Westar Customers
06056 [Smart Grid 53.75 16.25 Total Westar Customers
06101  [District Field Ops Admin 53.75 46.25 [Total Westar Customers
06200  [Vegetation Management 53.00 17.00 Individual Allocation (Composite of labor distr)
06201  [Resource Management Electric 53.75 46.25 [Total Westar Customers
06202  [Public Affairs Administration 53.75 46.25 Total Westar Customers
06205 [Storms-Other Utility Assistance
06206  [(Community Affairs 53.80 146.20 [Total Westar Customers
06210 [Customer Service Admin 53.80 46.20 [Total Westar Customers
06215  [VP Operations Strategy & Supp 63.07 36.93 Residual Factor
06218  |Aviation 63.07 36.93 Residual Factor
06305  [Customer & Community Relations - North [53.75 46.25 [Total Westar Customers
Region
06309  [Customer & Community Relations - South [53.75 46.25 [Total Westar Customers
Region
06310 [Energy Efficiency 53.75 46.25 [Total Westar Customers
06311 [Biology & Conservation Programs 53.75 46.25 [Total Westar Customers
06321  [Wichita Metro 100.00  [Total Wichita Customers
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06330  [Customer & Community Relations Admin [53.75 46.25 [Total Westar Customers

06331  [Wichita Billing Services 53.75 46.25 Total Westar Customers

06332 |[Customer Information 53.75 46.25 Total Westar Customers

06333  [Customer Contact Center 53.75 146.25 [Total Westar Customers

06336  [Wichita Services 100.00  |South Only

06337  [Credit Card and Collections Adm 53.75 46.25 [Total Westar Customers

06338  [Customer Advisor 53.75 46.25 [Total Westar Customers

06402  [Power Delivery Administration 53.75 46.25 [Total Westar Customers

06403  |Power Delivery Reliability & Scheduling [53.75 46.25 [Total Westar Customers

06502  |Government Affairs 63.07 36.93 Residual Factor

06504 |Media Relations 3.07 36.93 Residual Factor

06601 |Human Resources Management 63.07 36.93 Residual Factor

06602 [Employee Benefits 63.07 36.93 Residual Factor

06603  [Organizational Dev & Training 63.07 36.93 Residual Factor

06604 |Labor Relations 63.07 36.93 Residual Factor

06605  |Safety & Compliance 63.07 36.93 Residual Factor

06606 |Environmental Services Staff 63.07 36.93 Residual Factor

06612  [Employment 63.07 36.93 Residual Factor

06613  |Compensation 63.07 36.93 Residual Factor

06614 HR.IS. 63.07 36.93 Residual Factor

06615  [Benefits Accounting 63.07 36.93 Residual Factor

06616 [EEO 63.07 36.93 Residual Factor

06701 |Legal Dept Corporate 63.07 36.93 Residual Factor

06702  |General Legal 63.07 36.93 Residual Factor

06703  [Legal - Admin 63.07 36.93 Residual Factor

06705 Rev Prot & Recovery Claims 53.75 16.25 [Total Westar Customers

06780  |Supply Chain Admin 63.07 36.93 Residual Factor

06781  [Strategic Sourcing & Alliance 63.07 36.93 Residual Factor

Management

06802  [Facilities Management 63.07 36.93 Residual Factor

06803  |Procurement Services 63.07 36.93 Residual Factor

06804 [Inventory & Distribution 63.07 36.93 Residual Factor

06806  |Fleet Admin 62.00 38.00 Fleet Admin Ratio

06807  |Facilities Services 63.07 36.93 Residual Factor

06810  [Mail Processing 53.75 16.25 [Total Westar Customers

06812  |Facility Administration Costs 53.75 16.25 [Total Westar Customers

06813  [Project Services 63.07 36.93 esidual Factor

06814  |Real Estate Services 63.07 36.93 Residual Factor
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06815  [Facilities Security Services 63.07 36.93 Residual Factor

06816  [Fleet Operations Electric Individual Allocation

06817  |Safety/Training 53.75 46.25 [Total Westar Customers

06821  [Wichita Distribution 3.50 96.50 Individual Allocation (Composite of labor distr)

06822 [Topeka Distribution 100.00 North Only

06825  [Wichita Fleet Garage 2.06 97.94 [Wichita Fleet Garage Ratio

06827  [Topeka Fleet Garage 090.00 10.00 [Topeka Fleet Garage Ratio

06834 [IT Management Staff 63.07 36.93 Residual Factor

06835 [IT Account Managers 63.07 36.93 Residual Factor

06890  [Facility Operating Costs 63.07 36.93 Residual Factor

06920 [Controller Staff 63.07 36.93 Residual Factor

06921  [Budget & Performance Reporting 63.07 36.93 Residual Factor

06922  [Corporate Tax 63.07 36.93 Residual Factor

06924 [SEC Reporting 63.07 36.93 Residual Factor

06926  [Accounts Payable 63.07 36.93 Residual Factor

06927  [Payroll 63.07 36.93 Residual Factor

06928 [Asset Management 72.39 27.61 [Net Plant w/o WC & LC

06929  [Billing Services 153.75 146.25 [Total Westar Customers

06930  [Financial Accounting 63.07 36.93 Residual Factor

06931  [Power Marketing Accounting 63.07 36.93 Residual Factor

06939  |Shareholder Services 66.58 33.42 Net Plant including WC & LC

06940  [Remittance Proc-Topeka 53.75 46.25 [Total Westar Customers

06941  [Treasury-Revenue Only 63.07 36.93 Residual Factor

06943 [Cash Management 63.07 36.93 Residual Factor

06945  [Investor Relations 66.58 33.42 Net Plant including WC & LC

06946  [Chief Financial Officer Staff 63.07 36.93 Residual Factor

06947 _ [Finance Staff 63.07 36.93 Net Plant including WC & LC

06949  [IT Lotus Notes Developer 63.07 36.93 Residual Factor

06950 [IT Administration 63.07 36.93 Residual Factor

06951 [Power Delivery Appl 63.07 36.93 Residual Factor

06952  (Customer Services Appl 63.07 36.93 Residual Factor

06953  [IT Security 63.07 36.93 Residual Factor

06954  [Financial Applications 63.07 36.93 Residual Factor

06955 [DB Administration 63.07 36.93 Residual Factor

06957 |IT Payroll/HR App Dev 63.07 36.93 Residual Factor

06958 |IT Process Improvement 63.07 36.93 Residual Factor

06959  [IT System Infrastructure 63.07 36.93 Residual Factor

06960  [Technology Enablement 63.07 36.93 Residual Factor
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06961  [PC/Printer Admin & Support 63.07 36.93 Residual Factor

06962  [Database Administration-IT 63.07 36.93 Residual Factor

06963  [Voice Systems 153.75 46.25 [Total Westar Customers
06964  IT Generation & Marketing Support 63.07 36.93 Residual Factor

06965  [Treasury Fidelity Express 63.07 36.93 Residual Factor

06966  [Genco Tech Support - IT Group 63.07 36.93 Residual Factor

06967 [IT Enterprise Architecture 63.07 36.93 Residual Factor

06968  [IT Audio/Video Support 63.07 36.93 Residual Factor

06969  [IT Special Initiatives 63.07 36.93 IResidual Factor

06970 [Regulatory Affairs 53.75 46.25 [Total Westar Customers
06971  [Treasury Bill Matrix (CR & DB Cards) 63.07 36.93 [Residual Factor

06972  [Regulatory Compliance 63.07 36.93 Residual Factor

06990  Corporate Compliance & Internal Audit  [63.07 36.93 Residual Factor

08005  Credit and Collections 53.75 46.25 [Total Westar Customers
08101  |General Administration 63.07 36.93 Residual Factor

08126  [Benefits 63.07 36.93 [Residual Factor

10
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Shared Services Agreement between
Westar Energy, Inc. and ONEOK, Inc.

Services Provided

In November 1997, WE and ONEOK entered into a Shared Services Agreement
to perform services for each other as stated in the Shared Services Agreement
and the schedules of the agreement. Most of the original schedules were
discontinued in September 2004. The following schedules are the active
schedules in the agreement. The schedules are reviewed and revised annually.

Schedule 3.11 (ONEOK provides to WE)
Meter reading
Description: The provider will be responsible for reading meters and
providing back-up meter readers if the need arises.

Billing: See Attachment A (page 6)

Schedule 3.12 (WE provides to KGS)
Meter reading
Description: The provider will be responsible for reading meters and
providing back-up meter readers if the need arises.

Billing: See Attachment A (page 6)
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Schedule 3.13 (ONEOK provides to WE)

Stores operations
Description: ONEOK provides WE with storeroom operation services in
Emporia.

Billing: Billing is based upon a flat annual rate. See Attachment A (page 6)

Schedule 3.14 (WE provides to ONEOK)

Stores operations
Description: WE provides ONEOK with storeroom operation services in
Atchison, Manhattan, Marysville, Leavenworth, Salina

Billing: Billing is based upon a flat annual rate. See Attachment A (page
6)

Schedule 3.19 (Services provided by both WE and ONEOK)

.- Data & Voice network provided to ONEOK
Description: WE provides data and voice network to ONEOK in shared
facilities.

Billing: See Attachment A (page 6)

Costs are determined based on the percent of the network ONEOK uses.
These costs and percentages are reviewed annually and are agreed to by
both WE and ONEOK. The Information Technology (IT) group provides
these costs.
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Campus Fiber network provided to ONEOK
Description: WE provides campus fiber network to ONEOK in shared
facilities.

Billing: See Attachment A (page 6)

Costs are determined based on the percent of the network ONEOK uses.
These costs and percentages are reviewed annually and are agreed to by
both WE and ONEOK. The IT group provides these costs.

Data network services provided to WE
Description: ONEOK provides data network services to WE in shared
facilities.

Billing: See Attachment A (page 6)

Costs are determined based on the percent of the network WE uses. These
costs and percentages are reviewed annually and are agreed to by both WE
and ONEOK. The IT group provides these costs.

Special Billing

Occasionally, both WE and ONEOK may have incurred additional expenses that
need to be passed on to the other company. Representatives of both companies
agree upon these expenses, and the charges are then passed on to the
appropriate company.
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Shared Facilities

WE and ONEOK originally entered into a 5-year contract regarding shared
facilities. The contract expired November 30, 2002. WE and ONEOK have
renegotiated shared facilities on a year by year basis. The following schedule
outlines the shared facilities costs for the 2011 contract year:

ONEOK Owned Shared Facilities

Contract Price: $232,366 annually

Location Address Space (sqg/ft) Annual Cost
Atchinson 812 Main St. 5,055 $ 43,720
Emporia 220 Mechanic 6,414 $ 52,494
Hiawatha 1701 Oregon 2,609 $ 33,594
Salina 1001 Edison PI. 11,098 $ 102,558

Total $ 232,366

Westar Energy Owned Shared Facilities

Contract Price: $225,930 annually

Location Address Space (sqg/ft) Annual Cost
Ark City 3113 Summit 4,975 $ 42,210
El Dorade 700 N. Star 7,124 $ 56.614
Leavenworth 2720 2™ Ave. 7,151 $ 62,506
Manhattan 225 Seth Childs 4514 $ 46,914
Marysville 301 N. 8" 1,436 $ 11,656
Seneca 1204 Main 505 $ 3,030

Total $ 225,930
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Cost Allocation Process

Services provided by WE to ONEOK are reimbursed back against where the
charge originated from. The cost code used to designate reimbursements from
ONEOK is “R50.” The following is an example of how the reimbursement
process works.

WE provides meter reading to ONEOK in Topeka.

Where charge originates: 03154 — A12 - 9020005 — 11 - $50.00
Reimbursement: 03154 — R50 — 9020005 — 11 — ($50.00)
Receivable from ONEOK: 08160 — Z99 — 1431802 - 11 - $50.00

Services provided by ONEOK to WE are charged to where the charge would
have originated if WE did the work itself. The cost code used to designate
expenses from KGS is “C50.” The following is an example of how this would be
expensed:

ONEOK provided meter reading to WE in Hutchinson.

Where the expense is booked: 02901 — C50 — 9020005 — 11 - $50.00
Payable to ONEOK: 08160 — Z99 — 1431803 — 11 — ($50.00)

Transfer of Cash

The net amount that is owed is wired every three months. The cash is required
to be wired within 10 days of receiving the invoice with the prior three months
worth of activity.
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ATTACHMENT A

Rates to the Westar Energy/ONEOK Shared Service Agreements

Effective Date: December 1, 2010 to November 30, 2011

Schedule 3.11:

Schedule 3.12:

Schedule 3.13:

Schedule 3.14:

Schedule 3.19:

Facilities:

$0.42 per meter read
$0.42 per meter read
$42,548 per year

$81,623 per year

Data and Voice billed to ONEOK: $2,278.84 per month
Sonet billed to ONEOK: $1,427.27 per month

Campus Fiber billed to ONEOK: $120.00 per month
Data Network billed to WE: $1,287.70 per month

Facilities lease billed to ONEOK: $18,827.50 per month
Facilities lease billed to WE: $19,363.83 per month
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Wolf Creek Owner Work Orders

Services Provided

Westar Energy provides Wolf Creek with services at negotiated rates as
stated in the Wolf Creek General Support Services Agreement and the
following owner work orders (OWQO’s):

OWO: 0707708 — Insurance Services

OWO: 0706745 — Rubber Goods Testing

OWO: 0590107 — Computer Leases (no activity)

OWO: 0701770 — Accounts Payable Services

OWO: 0701771 — Information Technology Services & Financial Services
OWO: 0701772 — Information Technology Services & H.R. Services

Other OWOQ'’s as issued

General Support Agreement — Switchyard Maintenance — labor and
overheads

Other items related to Wolf Creek are billed as well. These include, but are
not limited to, employee expenses, oil testing charges, and water protection
fees.

The following will provide additional billing information for the above stated
OWO's.

OWO: 0707708 — Insurance Services
Description: Westar Energy will provide the administration of WCNOC
property and liability insurance requirements.

Billing:  $54,333/year
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The current rates are based on Westar Energy’s cost to provide the service in
2010. The OWO is reviewed and negotiated annually.

OWO: 0706745 — Rubber Goods Testing
Description: Westar Energy will provide testing of electrical safety equipment
in accordance with approved OSHA requirements. Test results shall
accompany rubber goods shipment.

Billing:  Testing of rubber gloves: $5/pair tested
Testing of blankets: $12/each
Testing of Sleeves: $8/pair

Counts of rubber goods are supplied by Westar Energy’s Standards
department.

The current rates are based upon Westar Energy’s cost to provide the service
in 2010. Rubber goods testing has remained the same. The OWO is
reviewed and negotiated annually.

OWO: 0701770 — Accounts Payable Services
Description: Westar Energy will provide various accounts payable check
processing services to WCNOC.

Biling:  $3.62/Check generation
$3.53/ Check canceled and reissued
$4.71/Check and invoice canceled
$2.36/Canceled invoice
$3.88/Manual check
$1.29/Attachments
$3.88/Wire transfers
$4.39/Entry of invoices
$4.43/1099 processing
$0.65/Special handling (folding)
$1.29/Research
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$0.03/Envelope

The current rates are based upon Westar Energy’s cost to provide the service
in 2010. The OWO is reviewed and negotiated annually.

OWO: 0701771 — Information Technology Services & Financial Services
Description: Westar Energy will provide certain general ledger processing
services (WALKER) to WCNOC.

Billing:  IT related general ledger processing services: $45,027/year.
Financial services related general ledger processing services:
$3,314/year.

The current rates are based upon Westar Energy’s cost to provide the service
in 2010. The amount billed has been adjusted to reflect the results of an
audit performed by the owners during the end of 2009. The OWO is reviewed
and negotiated annually.

OWO: 0701772 - Information Technology Services & H.R. Services
Description: Westar Energy will provide certain human resources processing
services to WCNOC.

Billing: IT PeopleSoft services: $246,405/year
Payroll/mail room services: $141,600/year
HRIS/Benefits Accounting/Benefits Admin: $180,932/year

The current rates are based upon Westar Energy’s cost to provide the service
in 2010. The OWO is reviewed and negotiated annually.
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Cost Allocation Process

All billable items including Switchyard Maintenance labor charges, OWO
charges, and other expenses are reimbursed back to the work area where the
expense originated. Wolf Creek then books these expenses on their books
once they receive the monthly bill from Westar.

Expenses that are to be billed to Wolf Creek are identified by using 05990 in
the Work Area. This allows accounting to pick up the expenses and pass
them on to Wolf Creek.

All expenses that can be passed on to Wolf Creek are reimbursed on Westar
Energy’s books. These reimbursements are designated by cost code “R90.”

Transfer of Cash

Wolf Creek does not wire any cash to Westar Energy for payment of the
above listed services and expenses. Instead, the amount Wolf Creek owes
Westar Energy is netted against Westar Energy’s payable account to Wolf
Creek. The amount Westar Energy wires Wolf Creek is reduced by the
amount Wolf Creek owes Westar Energy.
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Non-Regulated Labor: Account 4265XXX

Below is a list of budget areas that currently have employees allocating a portion of their
time to non-regulated expense.

BA:
BA:
BA:
BA:
BA:

06920
06931
05849
05857
05865

Controller

Power Accounting
Risk Management
Power Marketing
Real Time Operations

All other non-regulated labor is recorded monthly in account 426.50.

Non-regulated labor performed by exempt employees is prorated based on the hours
available per month. See the following example:

Employee Z worked 200 hours in a month

Employee Z earns $20/hr

20 hours are designated non-regulated

There are 168 hours available in the month

16.8 hours would be reclassed as non-regulated labor

(20hrs / 200 hrs) x (168hrs)

$336 would be reclassed for labor ($20 x 16.8hrs)
$148 would be reclassed for pension/benefits/payroll taxes ($336 x 44%)

Non-regulated labor performed by hourly employees is recorded based on actual hours
reported as non-regulated on the employee’s time tickets.
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Westar Energy (WE) Labor Provided to
Westar Generating (Stateline)

Services Provided

Westar Energy (WE) provides support to Westar Generating. The support
provided includes: Accounting, Regulatory, Legal, Generation and System Load
and Dispatch.

Cost Allocation Process

Costs that need to be charged to Westar Generating from WE are gathered from
two different sources. Accounting labor is gathered from reports generated in
Activity Tracking. Legal and Regulatory labor is manually tracked and gathered
by the Legal and Regulatory departments. All other labor is based on a
percentage that is determined by Generation Services.

When labor is charges by WE to Westar Generating, the FERC accounts in
which the labor expense originated is credited and the labor is expensed on
Westar Generating’s books as subcontract labor. In addition to labor and the
applicable payroll tax and benefits loadings at are charged, an A&G loading on
labor is charged as well. This amount, being the A&G loading is included in the
subcontract labor on Westar Generating’s books, and is credited to account
9302008 (Other Misc. General Expenses) on WE’s books.

Transfer of Cash

There is no transfer of cash between WE and Westar Generating.
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Prairie Wind Transmission

Services Provided

Westar Energy (WE) employees provide support services to the Prairie Wind
Transmission (PWT) project. Employees in the following departments have
charged time and incurred expenses in support of the PWT project:
Transmission Construction and Engineering, Legal, Finance, Accounting,
Treasury, Regulatory, Customer Care, Governmental, Community Affairs,
Conservation, Substation and Distribution, Major Construction, Supply Chain and
Media Relations.

Cost Allocation Process

Employee time and vehicle hours are reported in the Activity Tracking System
(ATS) that are billable to PWT. The actual invoiced amount to PWT is the billable
hours times the appropriate rate plus labor loadings. Expenses other than
employee time and vehicle hours are charged to account 1461023 and billed to
PWT.

Monthly, the Westar Accounting Department books a journal entry that credits
Westar expenses and sets up an accounts receivable from Prairie Wind
Transmission based on the billable data from ATS and account 1461023.

Transfer of Cash
The accounting department presents a monthly invoice to the Westar treasury
department who initiates a payment from PWT in the form of a wire transfer.
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Activity Tracking

The activity tracking system was developed to allow employees with fixed
distribution to charge/track time spent on projects outside their normal
distribution. Billable hours are identified at the end of each month and a journal
entry is made to bill the associated costs.

Using Activity Tracking

To log in to the Activity Tracking System, enter in your Web Browser the
following address,_http://ats/ATSasp/login.asp

Enter your User ID. This is the five-digit number on your ID card.
Enter the Password. This is currently defaulted to Westar. Click on LOGIN.
Note: At this screen you can change the defaulted password, if you choose.

The following screen will appear:

Activity Tracking System Home

[ [Empl Nurmber] ] [Name]
Employee:
Week
. } :_H Retrieve | Submit [ Save as Default| Replace w ith Default
Begins: : !

Select the week for which you need to enter time.

Click on Retrieve and the following will appear.

Customer  [Product  [Project  [Other  [Sun [Mon [Tue [Wed [Thu [Fri [Sat [Total |
0.0




Click on “Replace with Default”, then OK. A pre-established set of project rows
will appear.

Recording your Hours Worked

Click in the cell below the day of the week you are recording your hours for. Time
should be recorded to the nearest half hour (i.e. 7.5). To the right of “Total”, you
can enter comments to further define the work.

SAVE your worksheet. After you have SAVED hours for the week, you can still
add hours later on.

SUBMIT - When you are finished entering hours for the week, you must hit
SUBMIT in order for your hours to be reported. Once this has been done, you will
not be able to change the information for the week.



Emp ID Name
8655 LaForge,Deborah Sue
8655 LaForge,Deborah Sue
8655 LaForge,Deborah Sue
16226 Bledsoe 1l,Hazen P
16226 Bledsoe ll,Hazen P
16226 Bledsoe li,Hazen P
16226 Bledsoe Il,Hazen P
16226 Bledsoe Il,Hazen P
9712 Heins Jr,William H
9712 Heins Jr,William H
9712 Heins Jr,William H
9712 Heins Jr,William H
9712 Heins Jr,William H
9712 Heins Jr,William H
1783 Peterson,Naomi |
1783 Peterson,Naomi |
1783 Peterson,Naomi |
4827 Stegmaier,Aaron P
4827 Stegmaier,Aaron P
4827 Stegmaier,Aaron P
4947 Trahoon |l,Rolland E
4947 Trahoon Il,Rolland E
4947 Trahoon Il,Rolland E
4947 Trahoon Il,Rolland E
4947 Trahoon Il,Rolland E
27117 Willis,David M
27117 Willis,David M
27117 Willis,David M
27117 Willis,David M
6071 Sackett,James
6071 Sackett,James
6071 Sackett,James
6071 Sackett,James
9885 Hargrove,Edwin C
9885 Hargrove,Edwin C
9885 Hargrove,Edwin C
9885 Hargrove,Edwin C
9885 Hargrove,Edwin C
27955 Whitley,Robert M
27955 Whitley,Robert M
27955 Whitley,Robert M

BA Paygro job code Title

2301 WRE
2301 WRE
2301 WRE
2401 WRE
2401 WRE
2401 WRE
2401 WRE
2401 WRE
2401 WRE
2401 WRE
2401 WRE
2401 WRE
2401 WRE
2401 WRE
2401 WRE
2401 WRE
2401 WRE
2401 WRE
2401 WRE
2401 WRE
2401 WRE
2401 WRE
2401 WRE
2401 WRE
2401 WRE
2501 WRE
2501 WRE
2501 WRE
2501 WRE
2526 WRE
2526 WRE
2526 WRE
2526 WRE
2640 WRE
2640 WRE
2640 WRE
2640 WRE
2640 WRE
2803 WRE
2803 WRE
2803 WRE

10073 Electric Distribution Supv
10073 Electric Distribution Supv
10073 Electric Distribution Supv
10073 Electric Distribution Supv
10073 Electric Distribution Supv
10073 Electric Distribution Supv
10073 Electric Distribution Supv
10073 Electric Distribution Supv
10016 Director, Division Operation
10016 Director, Division Operation
10016 Director, Division Operation
10016 Director, Division Operation
10016 Director, Division Operation
10016 Director, Division Operation
26710 Electric Distrib Supv - Desigr
26710 Electric Distrib Supv - Desigr
26710 Electric Distrib Supv - Desigr
10073 Electric Distribution Supv
10073 Electric Distribution Supv
10073 Electric Distribution Supv
10073 Electric Distribution Supv
10073 Electric Distribution Supv
10073 Electric Distribution Supv
10073 Electric Distribution Supv
10073 Electric Distribution Supv
10073 Electric Distribution Supv
10073 Electric Distribution Supv
10073 Electric Distribution Supv
10073 Electric Distribution Supv
373 Supervisor, Customer Servic
373 Supervisor, Customer Servic
373 Supervisor, Customer Servic
373 Supervisor, Customer Servic
10073 Electric Distribution Supv
10073 Electric Distribution Supv
10073 Electric Distribution Supv
10073 Electric Distribution Supv
10073 Electric Distribution Supv
10073 Electric Distribution Supv
10073 Electric Distribution Supv
10073 Electric Distribution Supv

Timekeepers Log

Position
1294
1294
1294
1295
1295
1295
1295
1295
1316
1316
1316
1316
1316
1316
8137
8137
8137

370

370

370
1295
1295
1295
1295
1295
2379
2379
2379
2379
2326
2326
2326
2326
1297
1297
1297
1297
1297
2380
2380
2380

% Cost Code Account

10 A11
15 A1l
75 A1l
5 A1l
5 All
5 All
15 A11
70 Al11
5 All
5 All
10 A11
10 A11
10 A11
60 Al1
77 Al11
15 A1l
8 All
8 All
15 A1l
77 All
5 A1l
5 A1l
5 A1l
15 A1l
70 All
5 All
10 A11
10 A11
75 Al11
20 A11
20 Al11
40 A11
20 A11
5 All
5 All
10 A11
10 A11
70 Al11
5 All
5 A1l
15 A1l

5900000
5830000
1847100
5900000
5830000
5680000
5600001
1847100
5830000
5800000
5900000
5680000
5600001
1847100
1847100
5830000
5900000
5900000
5830000
1847100
5900000
5830000
5680000
5600001
1847100
5830000
5900000
5800000
1847100
9020002
9020005
5860001
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Westar Energy, Inc. Attachment A(2)
Ringfencing Compliance Filing

May 31, 2011

Report requirements:
2. Any centralized corporate services subsidiary, within a holding company that includes
a jurisdictional public utility, required to file FERC Form No. 60, shall file a copy

with the Commission by May 31 of the calendar year following the year subject of
the report.

Westar Energy Response:

Neither Westar Energy, Inc. nor any of its subsidiaries is required to file a FERC Form No. 60.



Westar Energy, Inc. Attachment B(3)
Ringfencing Compliance Filing

May 31, 2011

Report requirements:

B. Each jurisdictional public utility shall provide annually by May 31* the following
information using diagrams, schedules or narrative discussion as may be appropriate:

3. An organizational chart of personnel that includes a list of all directors, corporate
officers, and other key personnel shared by any jurisdictional public utility and any
non-utility associate company or holding company, if any, along with a description of
each person's duties and responsibilities to each entity;

Westar Energy Response:

A responsive list is attached. The roles and responsibilities of the board of directors and its
committees are addressed in the Westar Energy, Inc. proxy statement filed annually with the
Securities and Exchange Commission.



CORPORATE PERSONNEL

Westar Energy, Inc.
_(f/k/a Western Resources, Inc., f/k/a The Kansas Power and Light Company)

Directors:

Officers:

Mollie Hale Carter
Charles Q. Chandler, 1V, Chairman
R.A. Edwards 111
Jerry B. Farley

B. Anthony Isaac
Arthur B. Krause
Sandra A.J. Lawrence
William B. Moore
Michael F. Morrissey
Mark A. Ruelle

S. Carl Soderstrom, Jr.

Chief Executive Officer, William B. Moore
Responsible for general supervision and management of the company’s overall business.

President and Chief Financial Officer, Mark A. Ruelle
Responsible general supervision and management of the company’s accounting, finance, human
resources, information technology, risk management and major construction departments. Assists
the Chief Executive Officer with general supervision and management of the company’s overall
business.

Executive Vice President and Chief Operating Officer, Douglas R. Sterbenz
Responsible for general supervision and management of the company’s generation, construction
and maintenance, distribution and power delivery, environmental, facilities, strategic planning,
operations strategy and support, power marketing, safety training, supply chain and transmission
departments.

Executive Vice President, Public Affairs and Consumer Services, James J. Ludwig
Responsible for general supervision and management of the company’s customer care,
community affairs, energy efficiency, and public and governmental affairs departments.

Vice President, Controller and Assistant Secretary, Leroy P. Wages
Responsible for supervision and day-to-day management of the company’s accounting
department.

Vice President, General Counsel, Corporate Secretary, Larry D. Irick
Responsible for supervision and day-to-day management of the company’s legal department.

Vice President, Regulatory Affairs, C. Michael Lennen
Responsible for supervision and day-to-day management of the company’s regulatory affairs
department.

Vice President, Corporate Compliance and Internal Audit, Jeffrey L. Beasley
Responsible for supervision and day-to-day management of the company’s corporate compliance
and internal audit department

Vice President, Customer Care, Peggy S. Ricketts
Responsible for supervision and day-to-day management of the company’s customer care
department.

Vice President, Distribution Power Delivery, Caroline A. Williams
Responsible for supervision and day-to-day management of the company’s distribution and power
delivery department.

Vice President, Generation, John T. Bridson
Responsible for supervision and day-to-day management of the company’s generation
department.

Vice President, Human Resources, Jerl L. Banning
Responsible for supervision and day-to-day management of the company’s human resources

department.




Westar Energy, Inc. (cont’d)
(f’k/a Western Resources, Inc., f/k/a The Kansas Power and Light Company)

Vice President, Major Construction Projects, Gregory A. Greenwood
Responsible for supervision and day-to-day management of the company’s major construction
department.
Vice President, Operations Strategy and Support, Bruce A. Akin
Responsible for supervision and day-to-day management of the company’s operations strategy and
support department.
Vice President, Transmission Operations & Environmental Services, Kelly B. Harrison
Responsible for supervision and day-to-day management of the company’s transmission
operations and environmental departments.
Vice President and Treasurer, Anthony D. Somma
Responsible for supervision and day-to-day management of the company’s treasury department.
Assistant Treasurer, Carolyn A. Starkey
Responsible for support of the Vice President and Treasurer and various related management and
treasury functions.
Assistant Controller, Kevin L. Kongs
Responsible for support of the Vice President and Controller and various related accounting
functions.

Kansas Gas and Electric Company
(f/k/a KCA Corporation)

Directors:

William B. Moore, Chair
Douglas R. Sterbenz
Caroline A. Williams

Officers:

President, William B. Moore
Responsible for general supervision and management of the company’s overall business.

Vice President, Caroline A. Williams
Assists the President with general supervision and management of the company’s overall
business, particularly with regard to distribution and power delivery functions.

Vice President, John T. Bridson
Assists the President with general supervision and management of the company’s overall
business, particularly with regard to generation and certain finance functions.

Vice President, Kelly B. Harrison
Assists the President with general supervision and management of the company’s overall
business, particularly with regard to transmission operations, environmental, and certain finance
fonctions.

Vice President & Treasurer, Mark A. Ruelle
Assists the President with general supervision and management of the company’s overall
business, particularly with regard to finance and treasury functions.

Secretary, Larry D. Irick
Responsible for supervision and day-to-day management of legal and certain finance functions;
responsible for duties consistent with those of a corporate secretary.

Assistant Treasurer, Anthony D. Somma

Responsible for support of the Vice President and Treasurer and certain finance functions.




Westar Energy, Inc. Attachment B(4)
Ringfencing Compliance Filing

May 31, 2011

Report requirements:

B. Each jurisdictional public utility shall provide annually by May 31* the following
information using diagrams, schedules or narrative discussion as may be appropriate:

4. Summaries of each mortgage, loan document and debt agreement including a
discussion of the type of collateral or security pledged to support the debt. The utility
will also describe any loan or debt agreement taken out to finance an unregulated
affiliate that encumbers utility property or cash-flow for security;

Westar Energy Response:

Responsive summaries are attached.



Westar Energy

Legal Structure for Debt Offerings

1939 Mortgage Parent
41 supplemental Westar Energy, Inc.
indentures (WEI)

1940 Mortgage Subsidiary

Kansas Gas and
Electric Company
(KGE)

56 supplemental
indentures

f\%far Enengy.



Westar Energy, Inc. Mortgage

From time to time, Westar Energy, Inc. (“WEI”) issues first mortgage bonds. First mortgage bonds are
issued under and secured by the Mortgage and Deed of Trust, dated July 1, 1939, between WEI and The
Bank of New York Mellon Trust Company, N.A., as successor to Harris Trust and Savings Bank, as
trustee, as supplemented and amended by supplemental indentures. The material provisions of the
mortgage are summarized below.

Issuance of Bonds

Bonds, when issued, may rank equally with the bonds of other series then outstanding, and may be issued
having dates, maturities, interest rates, redemption prices and other terms as may be determined by WTI’s
Board of Directors. Additional bonds may be issued under the mortgage in principal amounts not
exceeding the sum of:

(1) 60% (so long as any bonds issued prior to January 1, 1997 remain outstanding, and thereafter
70%) of the net bondable value of property additions not subject to an unfunded prior lien;

(2) the principal amount of bonds retired or to be retired (except out of trust monies); and

(3) the amount of cash deposited with the trustee for such purpose, which may thereafter be
withdrawn upon the same basis that additional bonds are issuable under (1) or (2) above.

Additional bonds may not be issued on the basis of property additions subject to an unfunded prior lien.

In addition to the restrictions discussed above, so long as any bonds issued prior to January 1, 1997
remain outstanding, additional bonds may not be issued unless our unconsolidated net earnings available
for interest, depreciation and property retirements for a period of any 12 consecutive months during the
period of 15 calendar months immediately preceding the first day of the month in which the application
for authentication and delivery of additional bonds is made shall have been not less than the greater of
two times (two and one-half times after all bonds issued prior to January 1, 1997 are no longer
outstanding) the annual interest charges on, and 10% of the principal amount of, all bonds then
outstanding, all additional bonds then applied for, all outstanding prior lien bonds and all prior lien bonds,
if any, then being applied for.

The net earnings test referred to in the previous paragraph need not be satisfied to issue additional bonds:

+ on the basis of property additions subject to an unfunded prior lien which simultaneously will
become a funded prior lien, if application for the issuance of the additional bonds is made at any
time after a date two years prior to the date of the maturity of the bonds secured by the prior lien;
and

* on the basis of the payment at maturity of bonds heretofore issued by us, or the redemption,
conversion or purchase of bonds, after a date two years prior to the date on which those bonds
mature,

WETI has reserved the right to amend the mortgage to eliminate the foregoing requirement.

Release of Property

The mortgage provides that, subject to various limitations, property may be released from the lien thereof
on the basis of cash deposited with the trustee, bonds or purchase money obligations delivered to the

trustee, prior lien bonds delivered to the trustee, or unfunded net property additions certified to the trustee.
The mortgage also permits the withdrawal of cash against the certification to the trustee of gross property



additions at 100%, or the net bondable value of property additions at 60% (so long as any bonds issued
prior to January 1, 1997 remain outstanding, and thereafter 70%), or the deposit with the trustee of bonds
we have acquired. The mortgage contains special provisions with respect to the release of all or
substantially all of our gas and electric properties. WEI has reserved the right to amend the mortgage to
change the release and substitution provisions.

Security and Ranking

The bonds when issued are secured, equally and ratably with all of the bonds now outstanding or hereafter
issued under the mortgage, by the lien on substantially all of our fixed property and franchises purported
to be conveyed by the mortgage including after-acquired property of the character intended to be
mortgaged property, subject to the exceptions referred to below, to certain minor leases and easements,
permitted liens, exceptions and reservations in the instruments by which WEI acquired title to its property
and the prior lien of the trustee for compensation, expenses and liability.

Excepted from the lien of the mortgage are:

« cash and accounts receivable;

* contracts or operating agreements;

» securities not pledged under the mortgage;

* clectric energy, gas, water, materials and supplies held for consumption in operation or held in
advance of use for fixed capital purposes; and

» merchandise, appliances and supplies held for resale or lease to customers.

There is further expressly excepted any property of any other corporation, all the securities of which may
be owned or later acquired by WEI. The lien of the mortgage does not apply to property of KGE so long
as KGE remains WEI’s wholly-owned subsidiary, to the stock of KGE owned by us or to the stock of any
of our other subsidiaries. The mortgage permits WEI’s consolidation or merger with, or the conveyance
of all or substantially all of its property to, any other corporation; provided, among other things, that the
successor corporation assumes the due and punctual payment of the principal and interest on the bonds of
all series then outstanding under the mortgage and assumes the due and punctual performance of all the
covenants and conditions of the mortgage.

Events of Default
An event of default under the mortgage includes:

* default in the payment of the principal of any bond when the same shall become due and payable,
whether at maturity or otherwise;

* default continuing for 30 days in the payment of any installment of interest on any bond or in the
payment or satisfaction of any sinking fund obligation;

+ default in performance or observance of any other covenant, agreement or condition in the
mortgage continuing for a period of 60 days after written notice to us thereof by the trustee or by
the holders of not less than 15% of the aggregate principal amount of all bonds then outstanding;

« failure to discharge or stay within 30 days a final judgment against us for the payment of money
in excess of $100,000;

+ default in the payment of the principal of any prior lien bond when the same shall become due
and payable, whether at maturity or otherwise, or default in the payment of any installment on
interest on any prior lien bond beyond the applicable grace period specified in such prior lien
bond; and

+ certain events in bankruptcy, insolvency or reorganization.



The trustee is required, within 90 days after the occurrence thereof, to give to the holders of the bonds
notice of all defaults known to the trustee unless such defaults shall have been cured before the giving of
such notice; provided, however, that except in the case of default in the payment of the principal of, and
premium, if any, or interest (including additional interest) on any of the bonds, or in the payment or
satisfaction of any sinking or purchase fund installment, the trustee shall be protected in withholding
notice if and so long as the trustee in good faith determines that the withholding of notice is in the
interests of the holders of the bonds. The trustee is under no obligation to defend or initiate any action
under the mortgage which would result in the incurring of non-reimbursable expenses unless one or more
of the holders of any of the outstanding bonds furnishes the trustee with indemnity satisfactory to it
against such expenses. In the event of a default, the trustee is not required to act unless requested to act by
holders of at least 25% in aggregate principal amount of the bonds then outstanding. In addition, a
majority of the holders of the bonds have the right to direct all proceedings under the mortgage provided
the trustee is indemnified to its satisfaction.

If an event of default shall have happened and be continuing, the trustee may, in its discretion and, upon
written request of not less than 25% of the bondholders, shall by notice in writing delivered to WEI
declare the principal amount of all bonds, if not already due and payable, to be immediately due and
payable; and upon any such declaration of all bonds shall become and be immediately due and payable.
This provision, however, is subject to the condition that, if at any time after the principal of the bonds
shall have been so declared due and payable and prior to the date of maturity thereof as stated in the
bonds and before any sale of the trust estate shall have been made, all arrears of interest upon all such
bonds (with interest at the rate specified in such bonds on any overdue installment of interest and the
expenses of the trustee, its agents and attorneys) shall either be paid by WEI or be collected and paid out
of the trust estate, and an defaults as aforesaid (other than the payment of principal which has been so
declared due and payable) shall have been made good or secured to the satisfaction of the trustee or
provision deemed by the trustee to be adequate shall be made therefor, then, and in every such case, a
majority of the bondholders may waive such default and its consequences and rescind such declaration;
but no such waiver shall extend to or affect any subsequent default or impair or exhaust any right or
power consequent thereon,



Kansas Gas and Electric Company Mortgage

From time to time, Kansas Gas and Electric Company (“KGE”) issues bonds under its Mortgage and
Deed of Trust, dated as of April 1, 1940, to The Bank of New York Mellon Trust Company, N.A.
(successor to BNY Midwest Trust Company) and Richard Tarnas (successor to Judith L. Bartolini, W.A.
Spooner, Henry A. Theis, Oliver Brooks, Wesley L. Baker, Edwin F. McMichael and R. Amundsen), as
trustees, as supplemented by indentures supplemental thereto. The material provisions of the mortgage
are summarized below.

Issuance of Bonds

The maximum principal amount of bonds which may be issued under the mortgage is not limited, but
until changed by a future supplemental indenture the amount of advances (over and above the original
issue of $16,000,000 of Bonds) which may be secured by the lien created by the mortgage shall not
exceed $3.5 billion.

Bonds of any series may be issued from time to time on the basis of

(1) 70% of property additions after adjustments to offset retirements, or net property additions;
(2) retirement of bonds or prior lien bonds; and
(3) deposit of cash.

Further, with certain exceptions in the case of (2) above, the issuance of bonds is subject to a “net
earnings” test whereby net earnings for 12 consecutive months out of the preceding 15 months before
income taxes and before provision for retirement and depreciation of property is required to be (i) at least
two and one-half times the annual interest requirements on all bonds at the time outstanding, including the
additional issue, and on all indebtedness of prior rank or (ii) at least 10% of the principal amount of such
bonds and prior indebtedness.

Cash deposited as a basis for the issuance of bonds may be withdrawn from time to time in an amount
equal to the principal amount of bonds which KGE would otherwise be entitled to issue (without,
however, applying any earnings test) upon waiver of the right to issue the same or may be used for the
purchase, payment or redemption of bonds.

Property additions generally include electric, gas, steam or hot water property, acquired after December
31, 1939, but may not include securities, vehicles or automobiles, or property used principally for the
production, gathering or transmission of natural gas. KGE has reserved the right to amend the mortgage,
without any consent or other action by the holders of bonds, to include nuclear fuel (and similar or
analogous devices or substances) as property additions. The mortgage contains certain restrictions upon
the issuance of bonds against property subject to liens and upon the increase of the amount of such liens.

Release of Property

Property may be released against (1) deposit of cash or, to a limited amount, purchase money mortgages,
(2) property additions, and (3) waiver of the right to issue bonds, without applying any earnings test. Cash
so deposited may be withdrawn upon the bases stated in (2) and (3) above. The mortgage contains special
provisions with respect to prior lien bonds pledged, and disposition of moneys received on pledged prior
lien bonds.



Security and Ranking

Bonds issued under the mortgage, which constitutes a first mortgage lien on all of KGE’s present
properties, subject to (a) leases of minor portions of KGE property to others for uses which do not
interfere with our business, (b) leases of certain of our property not used in KGE’s electric utility
business, (c) excepted encumbrances and (d) minor defects and irregularities in titles to properties. There
are excepted from the lien all cash and securities, certain equipment, materials or supplies, vehicles and
automobiles and receivables, contracts, leases and operating agreements. Bonds rank equally with all
other bonds outstanding under the mortgage.

The mortgage contains provisions for subjecting after-acquired property (subject to pre-existing liens) to
the lien thereof, subject to limitations in the case of consolidation, merger or sale of substantially all of
KGE’s assets.

The mortgage provides that the trustees shall have a lien upon the mortgaged property, prior to the
bonds, for the payment of their reasonable compensation and expenses and for indemnity against certain
liabilities.

Events of Default

An event of default occurs upon:
+  default in payment of principal;
» default for 60 days in payment of interest;
* default in payment of interest or principal of prior lien bonds continued beyond grace period;
+ default for 60 days in payment of installments of funds required for the purchase or redemption
of bonds;
» certain events of bankruptcy, insolvency or reorganization; and
»  default for 90 days after notice in other covenants.

The trustees may withhold notice of default (except in payment of principal, interest or funds required
for the purchase or redemption of bonds) if they determine it to be in the interests of the bondholders.

In case of default, the holders of 25% of the bonds may declare the principal and interest due and payable,
but the holders of a majority of the bonds may annul such declaration and destroy its effect if such default
has been cured. No holder of bonds may enforce the lien of the mortgage unless such holder shall have
given the trustees written notice of a default or unless the holders of 25% of the bonds have requested the
trustees in writing to act and have offered the trustees reasonable opportunity to act.

The trustees are not required to risk their funds or incur personal liability if there is reasonable ground for
believing that repayment is not reasonably assured. Holders of a majority of the bonds may direct the
time, method and place of conducting any proceedings for any remedy available to the trustees, or
exercising any trust or power conferred upon the trustees.



Westar Energy, Inc. Credit Facility (2011)

On February 18, 2011, WEI entered into a new revolving credit facility. The new facility matures on
February 18, 2015. So long as there is no default under the facility, WEI may elect to extend the facility
for up to an additional two years, subject to lender participation. The facility allows us to borrow up to an
aggregate of $270.0 million, including letters of credit up to a maximum aggregate amount of $100.0
million. So long as there is no default under the facility, WEI may elect to increase the aggregate amount
of borrowings under the facility to $400.0 million by increasing the commitment of one or more lenders
who have agreed to such increase. All borrowings under the facility are secured by first mortgage bonds
of Kansas Gas and Electric Company. WEI may elect to release this security at any time that our senior
unsecured debt is rated investment grade by at least two of S&P, Moody’s and Fitch.

The February 18, 2011 Credit Agreement is attached as Exhibit 10.1 to WEI’s Current Report on Form 8-
K filed on February 18, 2011.

Westar Energy. Inc. Credit Facility (2008)

On February 22, 2008, WEI amended and restated its revolving credit facility dated March 17, 2006 to
increase the amount of lender commitments and make certain other changes. The amended and restated
revolving credit facility matures on March 17, 2012 (March 17,2011 as to $20.0 million in lender
commitments). So long as there is no default or event of default under the revolving credit facility, WEI
may elect to extend the credit facility for up to an additional five years, subject to lender participation.
The amended and restated facility allows us to borrow up to an aggregate of $750.0 million, including
letters of credit. All borrowings under the revolving credit facility are secured by first mortgage bonds of
Kansas Gas and Electric Company.

The February 22, 2008 Third Amended and Restated Credit Agreement is attached as Exhibit 10.1 to
WET’s Current Report on Form 8-K filed on February 26, 2008.



Westar Energy, Inc. | Attachment B(5)
Ringfencing Compliance Filing

May 31, 2011

Report requirements:

B. Each jurisdictional public utility shall provide annually by May 31% the following
information using diagrams, schedules or narrative discussion as may be appropriate:

5. To the extent financial separations are maintained for either legal or financial
accounting purposes and at a level in which financial statements are reasonably
capable of being produced by the utility's accounting system, each jurisdictional
public utility shall file income statements, balance sheets and cash flow statements for
(1) consolidated utility operations; (2) consolidated non-regulated operations; and (3)
consolidated corporate financials; and

Westar Energy Response:

Westar Energy, Inc. consolidated corporate financial statements (with notes) are attached. The
FERC Form 1 for each Westar Energy, Inc. (standalone) and Kansas Gas and Electric Company
have been previously provided to the Commission on or about April 15, 2011 and are
incorporated herein by this reference. Pursuant to the exception stated on Page 4 of the Report
regarding entities comprising less than 10% of the consolidated assets or 10% of the consolidated
revenues of the parent jurisdictional public utility, financial statements regarding consolidated
non-regulated operations are not attached.



WESTAR ENERGY, INC.

CONSOLIDATED STATEMENTS OF INCOME

(Dollars in Thousands, Except Per Share Amounts)

REVENUES Lttt sesn s e st

OPERATING EXPENSES:
Fuel and purchased POWET ..............coveerveeeniininn e ereneseres e sassesesiseer e
Operating and MAINENIANCE .......cc.coorvriiiiiiciie i s
Depreciation and amortiZation..........c.cove v e sccssre e
Selling, general and administrative

Total Operating Expenses...

INCOME FROM OPERATIONS ..ottt s s s

OTHER INCOME (EXPENSE):
Investment €arnings (I0SSES).........vuvecrviiuereiriimeerreereecrestaeseceerererenecarersreissesesees
Other IMCOME........ceeuriirrmierieerertriter et et b s s bbb s
Other expense
Total Other (EXPense) INCOME........c.cevervimineniririseceerseene s reisiseesessennenenns

INEEIESt EXPEISE ....vviiiiviiiiencri ittt ettt ea b b n s

INCOME FROM CONTINUING OPERATIONS BEFORE INCOME TAXES..........
INCOME LAX EXPEIISE .uvviuireeiimrisititiee st b e ea e reas b b s enssaenebs bt ens
INCOME FROM CONTINUING OPERATIONS..
Results of discontinued operations, Net 0F taX ........ccwcrcerirereiininncreserscreers s
NET INCOME ...ttt et et es e st s
Less: Net income attributable to noncontrolling interests ............coeeeiemcreniciiierenenn.
NET INCOME ATTRIBUTABLE TO WESTAR ENERGY ...
Preferred dividends ........ccooovvceeiiinicieeecetec et
NET INCOME ATTRIBUTABLE TO COMMON STOCK ..o

BASIC AND DILUTED EARNINGS PER AVERAGE COMMON SHARE
OUTSTANDING ATTRIBUTABLE TO WESTAR ENERGY (see Note 2):
Basic earnings available from continuing operations ..............cccccveivvereecornninninnen.
Discontinued operations, net of taX..........c.......
Basic earnings Per COMIMON SHATE ......ccc.cveurireueniereeecsriieesineassenereereesseseisiereseecsssescscaes

Diluted earnings available from continuing operations ....
Discontinued operations, net of tax
Diluted eamnings per COMMON SHAre .........cccccvvcoevevinivsimiiiie e

Average equivalent common shares outStaANAING..........ccoceverenciiinieiicnsne e

DIVIDENDS DECLARED PER COMMON SHARE...........ccoccommmmiminiiicennnnn,

AMOUNTS ATTRIBUTABLE TO WESTAR ENERGY:
Income from continuing operations
Results of discontinued operations, N€t 0f taX .......ccoocevrveveriieiticeinnerrceeeestienens
NELIMCOME ...ttt bbb e s b cen e e smsm bt bs

Year Ended December 31,
2010 2009 2008

$ 2056171 $ 1.858.231 $ 1.838.996
583,361 534,864 694,348
520,409 516,930 471,838
271,937 251,534 203,738
207,607 199.961 184.427
1,583,314 1,503,289 1,554,351
472.857 354.942 284.645
7,026 12,658 (10,453)

5,369 7,128 29,658
(16.655) (17.188) (15.324)
(4,260) _2.598 3881
174,941 157.360 106.450
293,656 200,180 182,076
85.032 58.850 3936
208,624 141,330 178,140

— 33,745 —

208,624 175,075 178,140
4,728 — _
203,896 175,075 178,140

970 970 970

3 202,926 $ 174,105 3 177,170
$ 1.81 3 1.28 $ 1.69
— 0.30 —

$ 1.81 s 1.58 $ 1.69
$ 1.80 $ 1.28 $ 1.69
— 0.30 —

S 1.80 ) 1.58 3 1.69
111,629,292 109,647,689 103,958,414
$ 1.24 3 1.20 $ 1.16
$ 203,896 $ 141,330 $ 178,140
— 33,745 —

$ 203,896 $ 175,075 $ 178,140

The accompanying notes are an integral part of these consolidated financial statements.
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WESTAR ENERGY, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Dollars in Thousands)

CASH FLOWS FROM (USED IN) OPERATING ACTIVITIES:
Net income

Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and aMmOTtiZALON ............cceeveormiirirmiirrcersemeesiin s ib st ssessens
Amortization of nuclear fuel .
Amortization of deferred regulatory gain from sale-feaseback...........c.coovveiicncns
Amortization of corporate-owned life INSUrANCe ...........cccoemeviriceviirnicinsiceenenns
Non-cash compensation .
Net changes in energy marketing assets and liabilities...........cooiiiincinniiiicniincne
Accrued liability to certain former offiCers........coviminimnnii i
Gain on sale of utility plant and property. .
Net deferred income taxes and Credits..........cooeviiiiccncininnn s
Stock-based compensation excess tax benefits ........coecvevcrveeniiiininiricie s
Allowance for equity funds used during construction ..........coceoeeeiveieriieminiiceniee

Changes in working capital items:

Accounts Teceivable ...
Inventories and supplies .. -

Prepaid expenses and OHEr .......cocoovviiinriecrisieiceteeee e ettt ee e sean s
Accounts payable
Accrued taxes

Other current liabilities
Changes iN Other ASSELS........cucvurrerrnirriiieeeeerrre i erca st cs st s s b b eae s
Changes in other liabilities -
Cash Flows from Operating ACHVItIES .........cocorerriiiimecrniniininiic e

CASHFLOWS FROM (USED IN) INVESTING ACTIVITIES:

Additions to property, plant and eqUIPIMENL...........c.covcvveeeeeeiriciecrrrr e seieenes

Investment in corporate-owned life NSUTANCE .........cvevrereererercrsiiicriee s

Purchase of securities within trust funds

Sale of securities within trust funds

Proceeds from investment in corporate-owned life insurance...........cocccovvvcvniiicincnccniccanns

Proceeds from sale of plant and property .

Proceeds from federal Srant ............cooveveviiininniiiicecei i s

Investment in affiliated COMPANY .......cccoeruimirriiieree ittt

Other investing activities

Cash Flows used in Investing Activities
CASH FLOWS FROM (USED IN) FINANCING ACTIVITIES:

Short-term debt, NEt....c.coevieeireriisieieeree s

Proceeds from long-term debt ...

Retirements of long-term debt

Retirements of long-term debt of variable interest entities.

Repayment of capital 188SES ..........o.ceeriirercrirnnererercreiene et seeseeenesees

Borrowings against cash surrender value of corporate-owned life insurance.....

Repayment of borrowings against cash surrender value of corporate-owned life insurance

Stock-based compensation excess tax benefits.

Issuance of common stock, net.......ccccereervccviniennnns

Distributions to shar¢holders of noncontrolling interests...

Cash dividends Paid........coccoeirii e e e

Cash Flows (used in) from Financing ACHVItIEs .........ccoueeverenriiemienmciiieernincennens

CASH FLOWS USED IN INVESTING ACTIVITIES OF DISCONTINUED OPERATIONS:

Payment of settlement to former SubSIAIArY..........cccrireecriiirerercirr e

Cash flows used in investing activities of discontinued operations. .

NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS.........ccocovviiinians
CASH AND CASH EQUIVALENTS:

Beginning of period

End of period

The accompanying notes are an integral part of these consolidated financial statements.
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Year Ended December 31,
2010 2009 2008
$ 208,624 $175,075 $178,140
— (33,745) —
271,937 251,534 203,738
25,089 16,161 14,463
(5,495) (5,495) (5,495)
20,650 22,116 18,920
11,373 5,133 4,696
(1,284) 8,972 (7,018)
2,675 2,296 (1,449)
— — (1,053)
120,169 46,447 35,261
(641) (448) (561)
(3,104) (5,031) (18,284)
(11,434) (17,159) (3,331)
(12,266) 10,466 (11,764)
8,475 (10,635) (52,615)
30,330 (15,115) (73,971)
27,565 30,493 27,938
(80,660) 13,572 (5,732)
(42,544) 73,784 29,389
38,243 (89.516) (56.382)
607,702 478.905 274.890
(540,076) (555,637) (918,958)
(19,162) (17,724) (18,720)
(192,350) (64,016) (210,599)
191,603 61,096 221,613
2,204 1,748 27,320
— — 4,295
3,180 — —
(280) (818) —
(1,164) 2920 (11,388)
(556,045) (572.431) (906.437)
(16,060) 67,860 (5,100)
— 347,507 544,715
(1,695) (196,821) (101,311)
(28,610) — —
(2,981) (10,190) (9,820)
74,134 10,299 64,255
(3,430) (3,531) (28,634)
641 448 561
54,651 4,587 293,621
(2,093) — —
(129.146) (122.937) (109.579)
(54,589) 97.222 648,708
— (22.750) —
— (22.750) —
(2,932) (19,054) 17,161
3,860 22,914 5.753
$ 928 $ 3,860 $ 22914



CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

Ral

at D b

31, 2007

Net income

Issuance of common Stock, Nt ...............cceeenene
Preferred dividends ..........coccunvcerecivininnnncas
Dividends on common StocK .......cceevererrricenenne
Reclass to temporary equity .........oocoveeveecinenns
Amortization of restricted stock............eeeececenn

Stock compensation and tax benefit.................

Adjustment to retained earnings — Pension and
other post-retirement benefit plans...........

Adjustment to retained earnings — Fair value
option

at D b

Ral

31, 2008

Net income

Reclass to temporary equity .........cccevevecvervecnes
Amortization of restricted Stock...........c.ceeuce..
Stock compensation and tax benefit.................

at D ber 31, 2009,

Ral

Net income

Issuance of common stock, net ...........ccoc.eeneee.
Preferred dividends ..........cccoovvvvrveveicencricrennens
Dividends on common stock .......cceveneierereee
Reclass to temporary equity ..........cccveccverrunenns
Amortization of restricted stock..........ooceeenen
Stock compensation and tax benefit.................

Consolidation of noncontrolling interests ........
Distributions to shareholders of noncontrolling
interests

at D b

Ral

31,2010

The accompanying notes are an integral part of these consolidated financial statements.

WESTAR ENERGY, INC.

(Dollars in Thousands)

Westar Energy Shareholders

Accumulated
Cumulative other
preferred Common Paid-in Retained comprehensive Noncontrolling Total
stock stock capital earnings income (loss) interests cquity
by 21436 § 477316 § 1.085.099 § 264477 § 152 § — § 1.848.480
— — — 178,140 — — 178,140
— 64,240 239,316 — — — 303,556
— — — (970) — — (970)
— — - (123,107) — — (123,107
— — 1,802 — — — 1,802
— — 3,941 — — — 3,941
— — (3,767) — — — (3,767)
— — — (495) — — (495)
_ — — 152 (152) b —
21.436 541,556 1.326.391 318,197 — — 2,207,580
— — — 175,075 — — 175,075
— 3,804 10,569 — — — 14,373
—_ — — (970) — — (970)
— — — (132,103) — — (132,103)
— — (20) — - — (20)
— _ 4,524 — — — 4,524
—= = (1.674) — — — (1.674)
21436 545360 ___1.339.790 360,199 — — 2266785
— — — 203,896 — 4,728 208,624
— 15,280 50,759 - — — 66,039
— — — (970) - - (970)
— — — (139,478) — —  (139478)
— — @2 — — — @2
— — 10,710 — — — 10,710
— — (2,657) — — — (2,657)
— — — — — 3,435 3435
— — — —= = (2.093) (2.093)
S 21436 S 560640 § LIRSR0 § 423,647 § = 6070 § 2410373
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WESTAR ENERGY, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. DESCRIPTION OF BUSINESS

We are the largest electric utility in Kansas. Unless the context otherwise indicates, all references in this
Annual Report on Form 10-K to "the company,” "we," "us," "our" and similar words are to Westar Energy, Inc. and
its consolidated subsidiaries. The term "Westar Energy" refers to Westar Energy, Inc., a Kansas corporation
incorporated in 1924, alone and not together with its consolidated subsidiaries.

We provide electric generation, transmission and distribution services to approximately 687,000 customers
in Kansas. Westar Energy provides these services in central and northeastern Kansas, including the cities of Topeka,
Lawrence, Manhattan, Salina and Hutchinson. Kansas Gas and Electric Company (KGE), Westar Energy's wholly-
owned subsidiary, provides these services in south-central and southeastern Kansas, including the city of Wichita.
Both Westar Energy and KGE conduct business using the name Westar Energy. Our corporate headquarters is
located at 818 South Kansas Avenue, Topeka, Kansas 66612.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Principles of Consolidation

We prepare our consolidated financial statements in accordance with GAAP for the United States of
America. Our consolidated financial statements include all operating divisions, majority owned subsidiaries and
variable interest entities (VIEs) of which we maintain a controlling interest or are the primary beneficiary reported as
a single operating segment. Undivided interests in jointly-owned generation facilities are included on a
proportionate basis. Intercompany accounts and transactions have been eliminated in consolidation.

Use of Management's Estimates

When we prepare our consolidated financial statements, we are required to make estimates and assumptions
that affect the reported amounts of assets, liabilities, revenues and expenses, and related disclosure of contingent
assets and liabilities at the date of our consolidated financial statements and the reported amounts of revenues and
expenses during the reporting period. We evaluate our estimates on an on-going basis, including those related to bad
debts, inventories, valuation of commodity contracts, depreciation, unbilled revenue, valuation of investments,
valuation of our energy marketing portfolio, forecasted fuel costs included in our retail energy cost adjustment
(RECA) billed to customers, income taxes, pension and other post-retirement benefits, our asset retirement
obligations (AROs) including the decommissioning of Wolf Creek Generating Station (Wolf Creek), environmental
issues, VIEs, contingencies and litigation. Actual results may differ from those estimates under different
assumptions or conditions.

Regulatory Accounting

We apply accounting standards that recognize the economic effects of rate regulation. Accordingly, we
have recorded regulatory assets and liabilities when required by a regulatory order or based on regulatory precedent.
See Note 3, "Rate Matters and Regulation,” for additional information regarding our regulatory assets and liabilities.

Cash and Cash Equivalents

We consider investments that are highly liquid and have maturities of three months or less when purchased
to be cash equivalents.

Inventories and Supplies

We state inventories and supplies at average cost.
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Property, Plant and Equipment

We record the value of property, plant and equipment, and property, plant and equipment of VIEs at cost.
For plant, cost includes contracted services, direct labor and materials, indirect charges for engineering and
supervision and an allowance for funds used during construction (AFUDC). AFUDC represents the allowed cost of
capital used to finance utility construction activity. We compute AFUDC by applying a composite rate to qualified
construction work in progress. We credit to other income (for equity funds) and interest expense (for borrowed

funds) the amount of AFUDC capitalized as construction cost on the accompanying consolidated statements of
income as follows:

Year Ended December 31,
2010 2009 2008
(Dollars In Thousands)

Borrowed funds...... $ 4,295 $ 4,857 $ 20,536
Equity funds........... 3,104 5.031 18.284

Total .....ooeevvernns $ 7,399 b 9,888 $ 38,820
Average AFUDC

Rates.....ccccovevuenne 2.6% 4.2% 6.4%

We charge maintenance costs and replacement of minor items of property to expense as incurred, except for
maintenance costs incurred for our planned refueling and maintenance outages at Wolf Creek. As authorized by
regulators, we defer and amortize to expense ratably over an 18-month operating cycle the incremental maintenance

costs incurred for such outages. Normally, when a unit of depreciable property is retired, we charge to accumulated
depreciation the original cost less salvage value.

Depreciation

We depreciate utility plant using a straight-line method. These rates are based on an average annual
composite basis using group rates that approximated 2.9% in 2010, 3.0% in 2009 and 2.6% in 2008.

Depreciable lives of property, plant and equipment are as follows.

Years
Fossil fuel generating facilities ..... 7 to 69
Nuclear fuel generating facility..... 40 to 60
Wind generating facilities.............. 19 to 20
Transmission facilities .................. 15to 65
Distribution facilities .................... 21t0 70
Other....coovenvinene e 5t035

Nuclear Fuel

We record as property, plant and equipment our share of the cost of nuclear fuel used in the process of
refinement, conversion, enrichment and fabrication. We reflect this at original cost and amortize such amounts to
fuel expense based on the quantity of heat consumed during the generation of electricity, as measured in millions of
British thermal units (MMBtu). The accumulated amortization of nuclear fuel in the reactor was $48.0 million as of
December 31, 2010, and $22.9 million as of December 31, 2009. Cost of nuclear fuel charged to fuel and purchased
power expense was $29.2 million in 2010, $20.1 million in 2009 and $18.3 million in 2008.
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Cash Surrender Value of Life Insurance

We recorded on our consolidated balance sheets in other long-term assets the following amounts related to
corporate-owned life insurance policies.

As of December 31,

2010 2009
(In Thousands)
Cash surrender value of policies .................... $1,280,615 $1,209,304
Borrowings against policies..........cocvniivenenns (1,144.248) (1.073.544)

Corporate-owned life insurance, net ....... $ 136,367 $ 135760

We record as income increases in cash surrender value and death benefits. We offset against policy income
the interest expense that we incur on policy loans. Income from death benefits is highly variable from period to
period.

Revenue Recognition
Electricity Sales

We record revenue at the time we deliver electricity to customers. We determine the amounts delivered to
individual customers through systematic monthly readings of customer meters. At the end of each month, we
estimate how much electricity we have delivered since the prior meter reading and record the corresponding unbilled
revenue.

Qur unbilled revenue estimate is affected by factors including fluctuations in energy demand, weather, line
losses and changes in the composition of customer classes. We had estimated unbilled revenue of $53.8 million as
of December 31, 2010, and $56.6 million as of December 31, 2009.

Energy Marketing Contracts

We account for energy marketing derivative contracts under the fair value method of accounting. Under
this method, we recognize changes in the portfolio value as gains or losses in the period of change. With the
exception of certain fuel supply and electricity contracts, which we record as regulatory assets or regulatory
liabilities, we include the net change in fair value in revenues on our consolidated statements of income. We record
the unrealized gains and losses as energy marketing long-term or short-term assets and liabilities on our consolidated
balance sheets as appropriate. We use quoted market prices to value our energy marketing derivative contracts when
such data are available. When market prices are not readily available or determinable, we use alternative
approaches, such as model pricing. The prices we use to value these transactions reflect our best estimate of the fair
value of these contracts. Results actually achieved from these activities could vary materially from intended results
and could affect our consolidated financial results.

Normal Purchases and Normal Sales Exception

Determining whether a contract qualifies for the normal purchases and normal sales exception requires that
we exercise judgment on whether the contract will physically deliver and requires that we ensure compliance with all
of the associated qualification and documentation requirements. Revenues and expenses on contracts that qualify as
normal purchases and normal sales are recognized when the underlying physical transaction is completed. Contracts
which qualify for the normal purchases and normal sales exception are those for which physical delivery is probable,
quantities are expected to be used or sold in the normal course of business over a reasonable period of time and price
is not tied to an unrelated underlying derivative.

Allowance for Doubtful Accounts
We determine our allowance for doubtful accounts based on the age of our receivables. We charge

receivables off when they are deemed uncollectible, which is based on a number of factors including specific facts
surrounding an account and management's judgment.
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Income Taxes

We use the asset and liability method of accounting for income taxes. Under this method, we recognize
deferred tax assets and liabilities for the future tax consequences attributable to temporary differences between the
financial statement carrying amounts and the tax basis of existing assets and liabilities. We recognize the future tax
benefits to the extent that realization of such benefits is more likely than not. We amortize deferred investment tax
credits over the lives of the related properties as required by tax laws and regulatory practices. We recognize
production tax credits in the year that electricity is generated to the extent that realization of such benefits is more
likely than not.

We record deferred tax assets to carry forward into future periods capital losses, operating losses and tax
credits. However, when we believe based on available evidence that we do not, or will not, have sufficient future
capital gains or taxable income in the appropriate taxing jurisdiction to realize the entire benefit during the
applicable carryforward period, we record a valuation allowance against the deferred tax asset.

The application of income tax law is complex. Laws and regulations in this area are voluminous and often
ambiguous. Accordingly, we must make judgments regarding income tax exposure. Interpretations of and guidance
surrounding income tax laws and regulations change over time. As a result, changes in our judgments can materially
affect amounts we recognize in our consolidated financial statements. See Note 10, "Taxes," for additional detail on
our accounting for income taxes.

Sales Taxes

We account for the collection and remittance of sales tax on a net basis. As a result, we do not reflect them
in our consolidated statements of income.

Earnings Per Share

We have participating securities related to unvested restricted share units (RSUs) with nonforfeitabie rights
to dividend equivalents that receive dividends as declared on an equal basis with common shares. As a result, we
apply the two-class method of computing basic and diluted earnings per share (EPS).

Under the two-class method, we reduce net income attributable to common stock by the amount of
dividends declared in the current period. We allocate the remaining earnings to common stock and RSUs to the
extent that each security may share in earnings as if all of the earnings for the period had been distributed. We
determine the total earnings allocated to each security by adding together the amount allocated for dividends and the
amount allocated for a participation feature. To compute basic EPS, we divide the earnings allocated to common
stock by the weighted average number of common shares outstanding. Diluted EPS inciudes the effect of potential
issuances of common shares resulting from our forward sale agreements, RSUs that do not have nonforfeitable rights
to dividend equivalents and stock options. We compute the dilutive effect of potential issuances of common shares
using the treasury stock method.
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The following table reconciles our basic and diluted EPS from income from continuing operations.

Year Ended December 31,
2010 2009 2008
(Dollars In Thousands, Except Per Share
Amounts)
Income from cONtinUINg OPEratioNS...........cccreeevreererresenscrrerrernssneesessrsnens $ 208624 $ 141330 § 178,140
Less: Income attributable to noncontrolling interests...................... oo 4.728 — —
Income from continuing operations attributable to Westar Energy ........... 203,896 141,330 178,140
Less: Preferred dividends ..........ooocoiriiioeniiieiieccecee e 970 970 970
Income from continuing operations allocated to RSUs.................... 1.259 541 1,346
Income from continuing operations attributable to common stock ........... $ 201667 $ 139819 § 175,824
Weighted average equivalent common shares outstanding — basic........... 111,629,292 109,647,689 103,958,414
Effect of dilutive securities:

Restricted Share UNILS ..........ccoeevvvivieieceieieeee et ns 140,077 - —
Forward sale agreements .........coeeoiivrreeciere i 245,496 — —
Employee Stock OPLIONS ......cocoveveiivireeereneeienine s rseeeieses e enevaeens 59 481 728

Weighted average equivalent common shares outstanding — diluted (a)... 112,014,924 109,648,170 103,959,142

Earnings from continuing operations per common share, basic ................ $ 1.81 $ 128 § 1.69
Earnings from continuing operations per common share, diluted ............. $ 1.80 $ 128 § 1.69

(a) We did not have any antidilutive shares for the years ended December 31, 2010 and 2009. For the year ended
December 31, 2008, potentially dilutive shares not included in the denominator because they are antidilutive totaled

21,300 shares.
Supplemental Cash Flow Information
Year Ended December 31,
2010 2009 2008
(In Thousands)
CASH PAID FOR (RECEIVED FROM):
Interest on financing activities, net of amount capitalized ............ccccoceemirvenene $ 145,463 $ 144,964 $ 102,865
Interest on financing activities of VIES (2)....ccccovoirmrererenirnrnrreereeeeeeerisneveens 20,191 — —
Income taxes, net Of TefUNAS ........ccoevieeiiiiee e (34,980) (7,870) (34,905)
NON-CASH INVESTING TRANSACTIONS:
Property, plant and equipment additions.........cooveveiueiecvermrreeeesieseneeeeese oo 64,423 21,614 106,219
Property, plant and equipment additions of VIES () ....c.ccocvvvevererienrerinrenvenreeenn 356,964 — —
Jeffrey Energy Center (JEC) 8% leasehold interest (2)........coceevveveenrirneerinninnenne (108,706) — —
NON-CASH FINANCING TRANSACTIONS:
Issuance of common stock for reinvested dividends and compensation plans ..... 18,777 12,168 11,263
DEDbt OF VIES () ..vooteeiieenaeriecirinieeeeneeneensssesseseeseeseesssss seesesseeseneasaessenessessessssaneneens 337,951 — —
Capital lease for JEC 8% leasehold interest (@)...........eceevvrevrereiruvecenenorenrnsieseenencs (106,423) — —
Assets acquired through capital 18aSes .........coceooeeemriinciennen e 910 2,818 4,583

{(a) These transactions result from the consolidation of the VIEs discussed in Note 17, "Variable Interest Entities."
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New Accounting Pronouncements

We prepare our consolidated financial statements in accordance with GAAP for the United States of
America. To address current issues in accounting, the Financial Accounting Standards Board (FASB) issued the
following new accounting pronouncement that affected our accounting and disclosure.

Consolidation Guidance for Variable Interest Entities

In June 2009, the FASB amended the consolidation guidance for VIEs. The amended guidance requires a
qualitative assessment rather than a quantitative assessment in determining the primary beneficiary of a VIE and
significantly changes the criteria to consider in determining the primary beneficiary. Pursuant to the amended
guidance, there is no exclusion, or "grandfathering,” of VIEs that were not consolidated under prior guidance. This
amended guidance was effective for annual reporting periods beginning after November 15, 2009. We adopted the
guidance effective January 1, 2010, and, as a result, began consolidating certain VIEs that hold assets we lease. See
Note 17, "Variable Interest Entities," for additional information.
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3. RATE MATTERS AND REGULATION
Regulatory Assets and Regulatory Liabilities

Regulatory assets represent incurred costs that have been deferred because they are probable of future
recovery in customer prices. Regulatory liabilities represent probable future reductions in revenue or refunds to
customers through the price setting process. Regulatory assets and liabilities reflected on our consolidated balance
sheets are as follows.

As of December 31,
2010 2009
(In Thousands)
Regulatory Assets:

Deferred employee benefit COSES ...oveoviiriiuiiirinieenriiecrreieeas $ 431,016 $ 369,877
Amounts due from customers for future income taxes, net ........... 172,181 183,667
DIEPIECIALION ....ueveinieicrereerieeii e ereertee e seses e sbe e s eeessaeeseeens 79,770 82,541
Debt reacqUiSItion COSS......ccviverrerriereririrreereeeeresersreesnesreseesenens 73,099 79,342
SHOTII COSES ..veurieiietierrieteeieeeie e eetaeeteeeteenraeesaeseneeteeeteeeseeasnennans 34,741 56,288
Asset retirement Obligations .........c..cocerrrrircerenicneieenre e 21,546 20,719
Disallowed plant COSES........ouvviiuerreerrieireiiiereeseesrreeenseeeseeeneeennes 16,354 16,462
Energy efficiency program COStS ....oovvrerereriereeruncennereeseeseesvennns 10,980 1,101
WOIf Creek OULAZE.....cooceeirirririiiree ettt e 9,637 19,438
Ad VaAIOTEIM TAX ...ooviveveeiieieeee et eetesceseeseeaeesste e s sebe s cbesesnteeaas 5,680 1,195
Retail energy cost adjustment.........cccvvevreeeeecrreneeenieereneceneenennes — 13,298
Other regulatory @SSeLS ..........occeereviieiininencriiiieeieeeerenrerecreenees 6.061 11,830

Total regulatory assets ...........cocviviceeiniiiiiicice e 3 861,065 $ 855,758

Regulatory Liabilities:

REMOVAL COSES v ee e eee e ra e $ 70,342 $ 68,078
Nuclear deCOMMISSIONING ..........veeierinrriienrereeeeenrieseeresenennns 25,467 16,658
Retail energy cost adjustment.........cccovvurerreceeerernnienninenecenernvennes 16,402 27,488
La Cygne dismantling CoStS.........ovvvvviiirervenieneeinrcnne e 13,268 —
Fuel supply and electricity CONtracts .............c.ooevveveeccivieenrenneen 7,800 6,001
Treasury yield hedges........ocovvvririeceereiniice e 7,711 —
Other post-retirement benefits COStS ......cvvirveviivverierereenrenieernenens 6,943 3,534
A VAIOTEIM TAX ..ovvvivieiciee ettt ree e sere e ear e sare e svees 4934 5,604
Kansas tax credits...... et eeereerier e e te—teneeaeaaeereenstbe e beeaararanens 3,565 5,351
Other regulatory liabilities...........cecvuierminrerirnenninnrciesees 7,606 7.994

Total regulatory liabilities............cccovvevenicniicicine e $ 164,038 $ 140,708

Below we summarize the nature and period of recovery for each of the regulatory assets listed in
the table above.

- Deferred employee benefit costs: Includes $407.2 million for pension and other post-
retirement benefit obligations and $23.8 million for actual pension expense in excess of the
amount of such expense recognized in setting our prices. During 2011, we will amortize to
expense approximately $36.3 million of the benefit obligations. At the time of a future rate
case, we expect to amortize the excess pension expense as part of resetting base prices. We
do not earn a return on this asset.
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Amounts due from customers for future income taxes, net: In accordance with various
orders, we have reduced our prices to reflect the income tax benefits associated with certain
income tax deductions, thereby passing on these benefits to customers at the time we receive
them. We believe it is probable that the net future increases in income taxes payable will be
recovered from customers when these temporary income tax benefits reverse in future periods.
We have recorded a regulatory asset, net of the regulatory liability, for these amounts on
which we do not earn a return. We also have recorded a regulatory liability for our obligation
to customers for income taxes recovered in earlier periods when corporate income tax rates
were higher than current income tax rates. This benefit will be returned to customers as these
temporary differences reverse in future periods. The income tax-related regulatory assets and
liabilities as well as unamortized investment tax credits are also temporary differences for
which deferred income taxes have been provided. These items are measured by the expected
cash flows to be received or settled in future prices.

Depreciation: Represents the difference between regulatory depreciation expense and
depreciation expense we record for financial reporting purposes. We earn a return on this
asset and amortize the difference over the life of the related plant.

Debt reacquisition costs: Includes costs incurred to reacquire and refinance debt. These
costs are amortized over the term of the new debt. We do not eam a return on this asset.

Storm costs: We accumulated and deferred for future recovery costs related to restoring
our electric transmission and distribution systems from damages sustained during unusually
damaging storms. We amortize these costs over periods ranging from three to five years
and earn a return on a majority of this asset.

Asset retirement obligations: Represents amounts associated with our AROs as discussed
in Note 14, "Asset Retirement Obligations.” We recover these amounts over the life of the
related plant. We do not earn a return on this asset.

Disallowed plant costs: In 1985, the Kansas Corporation Commission (KCC) disallowed
certain costs associated with the original construction of Wolf Creek. In 1987, the KCC
authorized KGE to recover these costs in prices over the useful life of Wolf Creek. We do
not earn a return on this asset.

Energy efficiency program costs: We accumulate and defer for future recovery costs
related to our various energy efficiency programs. We will amortize such costs over a one-
year period. We do not earn a return on this asset.

Wolf Creek outage: Wolf Creek incurs a refueling and maintenance outage approximately
every 18 months. The expenses associated with these refueling and maintenance outages
are deferred and amortized over the period between such planned outages. We do not earn
a return on this asset.

Ad valorem tax: Represents actual costs incurred for property taxes in excess of amounts
collected in our prices. We expect to recover these amounts in our prices over a one-year
period. We do not eamn a return on this asset.

Retail energy cost adjustment: We are allowed to adjust our retail prices to reflect
changes in the cost of fuel and purchased power needed to serve our customers. This item
represents the actual cost of fuel consumed in producing electricity and the cost of
purchased power in excess of the amounts we have collected from customers. We expect to
recover in our prices this shortfall over a one-year period. We do not earn a return on this
asset.

Other regulatory assets: Includes various regulatory assets that individually are small in

relation to the total regulatory asset balance. Other regulatory assets have various recovery
periods, most of which range from three to five years.
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Below we summarize the nature and period of amortization for each of the regulatory liabilities
listed in the table above.

- Removal costs: Represents amounts collected, but not yet spent, to dispose of plant assets
that do not represent legal retirement obligations. This liability will be discharged as
removal costs are incurred.

- Nuclear decommissioning: We have a legal obligation to decommission Wolf Creek at the
end of its useful life. This item represents the difference between the fair value of the assets
held in a decommissioning trust and the fair value of our ARO. See Note 5, "Financial
Investments and Trading Securities" and Note 14, "Asset Retirement Obligations," for
nformation regarding our nuclear decommissioning trust (NDT) fund and our ARO.

- Retail energy cost adjustment: We are allowed to adjust our retail prices to reflect
changes in the cost of fuel and purchased power needed to serve our customers. We bill
customers based on our estimated costs. This item represents the amount we collected from
customers that was in excess of our actual cost of fuel and purchased power. We will
refund to customers this excess recovery over a one-year period.

- La Cygne dismantling costs: We are contractually obligated to retire a portion of the
La Cygne Generating Station (La Cygne) unit 2. This item represents amounts collected but
not yet spent to retire this unit and the obligation will be discharged as we dismantle the
unit.

- Fuel supply and electricity contracts: We use fair value accounting for some of our fuel
supply and electricity contracts. This represents the non-cash net gain position on fuel
supply and electricity contracts that are recorded at fair value. Under the RECA, fuel
supply contract market gains accrue to the benefit of our customers.

- Treasury yield hedges: Represents the effective portion of the gains on treasury yield
hedge transactions entered into during 2010. This amount will be amortized to interest
expense over the life of the related debt. See Note 4, "Financial and Derivative Instruments,
Trading Securities, Energy Marketing and Risk Management — Derivative Instruments —
Cash Flow Hedges," for additional information regarding our treasury yield hedge
transactions.

- Other post-retirement benefits costs: Represents the amount of other post-retirement
benefits expense recognized in setting our prices in excess of actual other post-retirement
benefits expense. At the time of a future rate case, we expect to credit this excess to
customers as part of resetting our base prices.

- Ad valorem tax: Represents amounts collected in our prices in excess of actual costs
incurred for property taxes. We will refund to customers this excess recovery over a one-
year period.

- Kansas tax credits: Represents Kansas tax credits on investments in utility plant.
Amounts will be credited to customers subsequent to their realization over the remaining
lives of the utility plant giving rise to the tax credits.

- Other regulatory liabilities: Includes various regulatory liabilities that individually are

relatively small in relation to the total regulatory liability balance. Other regulatory
liabilities will be credited over various periods, most of which range from one to five years.
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KCC Proceedings

On October 29, 2010, the KCC issued an order, effective November 2010, allowing us to recover in our
prices $5.8 million of previously deferred amounts associated with various energy efficiency programs.

On June 11, 2010, the KCC issued a final order approving an adjustment to our prices that we made earlier
in 2010. The adjustment included updated transmission costs as reflected in our transmission formula rate discussed
below. The new prices were effective March 16, 2010, and are expected to increase our annual retail revenues by
$6.4 million.

On May 25, 2010, the KCC issued an order allowing us to adjust our prices to include costs associated with
environmental investments made in 2009. The new prices were effective June 1, 2010, and are expected to increase
our annual retail revenues by $13.8 million.

On January 27, 2010, the KCC issued an order allowing us to adjust our prices to include costs associated
with investments in natural gas and wind generation facilities. The new prices were effective February 2010 and are
expected to increase our annual retail revenues by $17.1 million.

On September 11, 2009, the KCC issued an order, effective January 1, 2009, allowing us to establish a
regulatory asset or liability to track the cumulative difference between current year pension and post-retirement
benefits expense and the amount of such expense recognized in setting our prices. At the time of a future rate case,
we expect to amortize such regulatory asset or liability as part of resetting base rates.

On May 29, 2009, the KCC issued an order allowing us to adjust our prices to include costs associated with
environmental investments made in 2008. This change went into effect on June 1, 2009, and was expected to
increase our annual retail revenues by $32.5 million.

On March 6, 2009, the KCC issued an order allowing us to adjust our prices to include updated
transmission costs. This change went into effect on March 13, 2009, and was expected to increase our annual retail
revenues by $31.8 million.

On January 21, 2009, the KCC issued an order expected to increase our annual retail revenues by
$130.0 million to reflect investments in natural gas generation facilities, wind generation facilities and other capital
projects, costs to repair damage to our electrical system, which were previously deferred as a regulatory asset, higher
operating costs in general and an updated capital structure. The new prices became effective on February 3, 2009.

On September 18, 2008, the KCC issued an order allowing us to adjust our prices to include updated
transmission costs. This change was expected to increase our annual retail revenues by $6.1 million.

On May 29, 2008, the KCC issued an order allowing us to adjust our prices to include costs associated with
environmental investments made in 2007. This change went into effect on June 1, 2008, and was expected to
increase our annual retail revenues by $22.0 million.

FERC Proceedings

On October 15, 2010, we posted our updated transmission formula rate which includes projected 2011
transmission capital expenditures and operating costs. The updated rate was effective January 1, 2011, and is
expected to increase our annual transmission revenues by $15.9 million.

Our transmission formula rate that includes projected 2010 transmission capital expenditures and operating
costs became effective January 1, 2010, and was expected to increase our annual transmissipn revenues by
$16.8 million. The transmission formula rate provides the basis for our annual request with the KCC to adjust our
retail prices to include updated transmission costs as noted above.

On January 12, 2010, the Federal Energy Regulatory Commission (FERC) issued an order accepting our
request to implement a cost-based formula rate for electricity sales to wholesale customers. The use of a cost-based
formula rate allows us to annually adjust our prices to reflect changes in our cost of service. The cost-based formula
rate was effective December 1, 2009.
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On December 2, 2008, FERC issued an order approving a settlement of our transmission formula rate that
allows us to include our anticipated transmission capital expenditures for the current year in our transmission
formula rate, subject to true up. In addition to the true up, we expect to update our transmission formula rate in
January of each year to reflect changes in our projected operating costs and investments.

On March 24, 2008, FERC issued an order that granted our requested incentives of an additional 100 basis
points above the base allowed return on equity and a 15-year accelerated recovery for an approximately 100 mile,
345 kilovolt transmission line that will run from near Wichita, Kansas, to near Salina, Kansas. We completed
construction of the line in August 2010.

4. FINANCIAL AND DERIVATIVE INSTRUMENTS, TRADING SECURITIES, ENERGY MARKETING
AND RISK MANAGEMENT

Values of Financial and Derivative Instruments

GAARP establishes a hierarchal framework for disclosing the transparency of the inputs utilized in
measuring assets and liabilities at fair value. Our assessment of the significance of a particular input to the fair value
measurement requires judgment and may affect the classification of fair value assets and liabilities within the fair
value hierarchy levels. The three levels of the hierarchy and examples are as follows:

¢ Level 1 - Quoted prices are available in active markets for identical assets or liabilities. The types of
assets and liabilities included in level 1 are highly liquid and actively traded instruments with quoted
prices, such as equities listed on public exchanges and exchange-traded futures contracts.

¢ Level 2 - Pricing inputs are not quoted prices in active markets, but are either directly or indirectly
observable. The types of assets and liabilities included in level 2 are typically measured at net asset
value, comparable to actively traded securities or contracts, such as treasury securities with pricing
interpolated from recent trades of similar securities, or priced with models using highly observable
inputs, such as commodity options priced using observable forward prices and volatilities.

¢ Level 3 — Significant inputs to pricing have little or no transparency. The types of assets and liabilities
included in level 3 are those with inputs requiring significant management judgment or estimation,
such as the complex and subjective models and forecasts used to determine the fair value of options,
real estate investments and long-term electricity supply contracts.

We carry cash and cash equivalents, short-term borrowings and variable rate debt on our consolidated
balance sheets at cost, which approximates fair value. We measure the fair value of fixed-rate debt based on guoted
market prices for the same or similar issues or on the current rates offered for instruments of the same remaining
maturities and redemption provisions. The recorded amount of accounts receivable and other current financial
instruments approximates fair value.

During the second quarter of 2010, we changed our investment advisor for the NDT. The transition
resulted in the sale of all of our then existing level 1 and level 2 investments and the purchase of other level 2
investments. Level 2 investments, whether in the NDT or our trading securities portfolio, are held in investment
funds that are measured using daily net asset values as reported by the fund managers.

We maintain certain level 3 investments in private equity, high-yield bonds and real estate securities that
require significant unobservable market information to measure the fair value of the investments. The fair value of
private equity investments is measured by utilizing both market- and income-based models, public company
comparables, at cost or at the value derived from subsequent financings. Adjustments are made when actual
performance differs from expected performance; when market, economic or company-specific conditions change;
and when other news or events have a material impact on the security. Level 3 debt investments are principally
invested in mortgage-backed securities and collateralized loans. Fair value for these investments is determined by
using subjective market- and income-based estimates such as projected cash flows and future interest rates. To
measure the fair value of real estate securities we use a combination of market- and income-based models utilizing
market discount rates, projected cash flows and the estimated value into perpetuity.
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Energy marketing contracts can be exchange-traded or traded over-the-counter (OTC). Fair value
measurements of exchange-traded contracts typically utilize quoted prices in active markets. OTC contracts are
valued using market transactions and other market evidence whenever possible, including market-based inputs to
models, model calibration to market clearing transactions or alternative pricing sources with reasonable levels of
price transparency. Valuation models require a variety of inputs, including contractual terms, market prices, yield
curves, credit curves, nonperformance risk, measures of volatility and correlations of such inputs. Certain OTC
contracts trade in less liquid markets with limited pricing information and the determination of fair value for these
derivatives is inherently more subjective. In these situations, estimates by management are a significant input. See
"—Recurring Fair Value Measurements" and "—Derivative Instruments" below for additional information.

‘We measure fair value based on information available as of the measurement date. The following table
provides the carrying values and measured fair values of our financial instruments as of December 31, 2010 and
2009.

Carrying Value Fair Value
As of December 31,
2010 2009 2010 2009
(In Thousands)
Fixed-rate debt (a).........cceevervrerennns $2,373,373 $2,373,723 $2,570,648 $2,528,456
Fixed-rate debt of VIEs .................... 308,317 — 341,328 —

(a) This amount does not include an equipment financing loan of $0.1 million and $1.4 million in 2010 and 2009,
respectively.
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Recurring Fair Value Measurements

The following table provides the amounts and the corresponding level of hierarchy for our assets and
liabilities that are measured at fair value.

As of December 31, 2010 Level 1 Level 2 Level 3 Total
(In Thousands)
Assets:
Energy Marketing Contracts.........cccoccccuue. $ 2,432 $ 6,258 $ 13,787 $ 22,477

Nuclear Decommissioning Trust:

Domestic equity...... — 60,586 2,867 63,453
International equity. . — 18,966 — 18,966
Core bonds..........oeveeeeeeveereveeie, — 31,906 — 31,906
High-yield bonds .......cccoovveveireeecrirenne — 9,267 305 9,572
Real estate seCurities......o.ooveevreerirnenenenns — — 3,049 3,049
Cash equivalents...........cceeeveeneriverines 44 — — 44
Total Nuclear Decommissioning
Trust ... 44 120,725 6.221 126,990
Trading Securities:
DOmEStiC €qQUILY....cvveeveecrreereereerrncna — 21,207 — 21,207
International equity........cc.cocevvrivnnnicncns — 5,128 — 5,128
Core bonds......cccvvvveieeeenienniccicncens — 13.077 — 13,077
Total Trading Securities.................... — 39412 — 39.412
Treasury Yield Hedge ...........ccocvviiiinrcnnnne — 7.711 — 7.711
Total Assets Measured at Fair Value ............. 3 2,476 $_ 174,106 $ 20,008 $ 196,590
Liabilities:
Energy Marketing Contracts...........coc...... $ 1,888 $ 5,820 $ 1,972 $ 9,680
As of December 31, 2009
Assets:
Energy Marketing Contracts...........c.o.o.c..... $ 7,310 $ 17,071 $ 19,431 $ 43812
Nuclear Decommissioning Trust:
DOmESHC EqUILY ....ovveveveecrrrririrneeereseerenes 34,961 5317 2,262 42,540
International equity........cc..cocovevrvrencnee 1,208 24,736 — 25,944
Core bonds.......... 16,082 5,524 — 21,606
High-yield bonds . 5,579 — 5,741 11,320
Real estate securities... — — 3,635 3,635
CommOdItIES. ....cocuvvrunrrerererecrceerireereneees 5,563 L— — 5,563
Cash equivalents.........c.oeocreriiivccrnnnnn 1,660 — — 1,660
Total Nuclear Decommissioning
TrUSt oo 65,053 35.577 11,638 112,268
Trading Securities:
Domestic 8qUILY....coovverereiimiirieerecrecace — 18,344 — 18,344
International equity. — 4,422 — 4,422
Core bonds................ — 11,853 — 11,853
Total Trading Securities...........c.c..... — 34,619 — 34,619
Total Assets Measured at Fair Value ............. 3 72,363 $ 87,267 3 31,069 $  190.699
Liabilities:
Energy Marketing Contracts...........coceeenne $ 8,964 $ 15,286 $ 15,121 $ 39,371

We do not offset the fair value of energy marketing contracts executed with the same counterparty. As of
December 31, 2010, we had no right to reclaim cash collateral and $0.7 million for our obligation to return cash
collateral. As of December 31, 2009, we had recorded $0.3 million for our right to reclaim cash collateral and
$1.8 million for our obligation to return cash collateral.
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The following table provides reconciliations of assets and liabilities measured at fair value using significant
level 3 inputs for the years ended December 31, 2010 and 2009.

Energy Nuclear Decommissioning Trust
Marketing Domestic High-yield Real Estate Net
Contracts, net Equity Bonds Securities Balance
(In Thousands)
Balance as of December 31, 2009 ....... $ 4310 $ 2262 § 5,741 $ 3,635 § 15,948
Total realized and unrealized gains
(losses) included in:
Earnings (2) ...cccoovverenennveoneniineens (2,585) — — — (2,585)
Regulatory assets............cccvverennne. 3,311 (b) — — — 3,311
Regulatory liabilities ...........c....v... 8,148 (b) 16 367 (586) 7,945
Purchases, issuances and settlements .. (1,369) 589 (5.803) — (6.583)
Balance as of December 31, 2010....... $ 11.815 $ 2,867 § 305 $ 3049 § 18,036
Balance as of December 31, 2008........ $ 44541 $ 2,006 § — $ 6,028 § 52,575
Total realized and unrealized gains
(losses) included in:
Earnings (a) .....cocovvereninercceenernnene 3,060 — — — 3,060
Regulatory assets.......c..coccevvveennnee. (15,382) (b) — — — (15,382)
Regulatory liabilities ..................... (22,750) (b) 39 1,134 (2,393) (24,048)
Purchases, issuances and settlements .. _(5,159) 295 4.607 (¢) — (257)
Balance as of December 31, 2009........ $ 4310 $ 2,262 § 5741 $ 3,635 $ 15,948

(a) Unrealized and realized gains and losses included in earnings resulting from energy marketing activities are reported in
revenues.
(b) Includes changes in the fair value of certain fuel supply and electricity contracts.
(c) We used proceeds from the sale of certain debt investments measured at fair value using level 2 inputs to purchase
different debt investments that require significant unobservable inputs in order to measure their fair value.
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A portion of the gains and losses contributing to changes in net assets in the above table is unrealized. The
following table summarizes the unrealized gains and losses we recorded on our consolidated financial statements

during the years ended December 31, 2010 and 2009, attributed to level 3 assets and liabilities.

Year Ended December 31, 2010

Energy Nuclear Decommissioning Trust
Marketing Domestic High-yield Real Estate Net
Contracts, net Equity Bonds Securities Balance
(In Thousands)
Total unrealized gains
(losses) included in:
Eamings () .....cccoevvnnn.. $ (1,441 $ — 3 — 3 — 3 (1,441)
Regulatory assets ............ 180 (b) — — — 180
Regulatory liabilities........ 2,633 (b) 23 (31) (586) 2,039
Total......ooveeiececieeeee § 1372 $ 23 $ a1y 3 (586) § 778
Year Ended December 31, 2009
Total unrealized gains
(losses) included in:
Eamnings (a).....ccevevvrmen.. $ (479 $ — 3 — 3 — 5 (474)
Regulatory assets ............ (8,545) (b) —_ — — (8,545)
Regulatory liabilities........ (9.634) (b) (39) 1,134 (2.497) (11,036)
Total.....ccovieiiiriccicean $ (18,653) S, 39 § 1,134 $ 2497y § _ (20,055)

(a) Unrealized gains and losses included in earmings resulting from energy marketing activities are reported in revenues.

(b) Includes changes in the fair value of certain fuel supply and electricity contracts.
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Some of our investments in the NDT and all of our trading securities do not have readily determinable fair
values and are either with investment companies or companies that follow accounting guidance consistent with
investment companies. In certain situations these investments may have redemption restrictions. The following
table provides further information on these investments.

As of December 31, 2010 As of December 31, 2009 As of December 31, 2010
Unfunded Unfunded Redemption  Length of
Fair Value Commitments  Fair Value Commitments Frequency Settlement

(In thousands)
Nuclear Decommissioning Trust:

Domestic €qUILY .......ccocevereereeeniereeiniennne $ 2,867 3 2,523 $ 7,579 $ 3111 ()
High-yield bonds ......ccccocovvvvienininiinnne 305 — 5,741 — (b)
Real estate securities.......c.....ccceeevervreeeennnns 3,049 — 3,635 — (©)
Total ..ot S 6221 § 2523 $ 16.955 $ 3111
Trading Securities:
DOmESHC EQUILY .....ocveeeveerereeeeeeeeereveveeeae $ 21,207 $ — $ 18,344 $ — Upon Notice
International equUity........c.ccecevvvrreerevecanins 5,128 — 4,422 - Upon Notice
Core bonds......cooveeumeeieeniereeice e 13,077 — 11,853 — Upon Notice
Total Trading Securities............cc.coe...... 39.412 — 34,619 —
TOtAl...ccereeeeereieecece e § 45633 § 2523 $ 51,574 $ 3111

()
(b)
©

1 day
1 day
1 day

(a) This investment is in two long-term private equity funds that do not permit early withdrawal. Our investments in these funds cannot be
distributed until the underlying investments have been liquidated which may take years from the date of initial liquidation. One fund has

begun to make distributions and we expect the other to begin in 2013.
(b) We expect to completely settle this fund in the second quarter of 2011.

(c) The nature of this investment requires relatively long holding periods which do not necessarily accommodate ready liquidity. In addition,
adverse financial conditions affecting residential and commercial real estate markets have further limited any liquidity associated with this

investment.
Nonrecurring Fair Value Measurements

We have recognized legal obligations associated with the disposal of long-lived assets that result from the
acquisition, construction, development or normal operations of such assets. In 2010 we did not incur any additional
AROs. In 2009 we incurred $21.6 million of additional AROs, including $20.3 million increase in our ARO to
reflect revisions to the estimated cost to decommission Wolf Creek. We initially record AROs at fair value for the
estimated cost to satisfy the retirement obligation. The fair value is measured by estimating the cost to satisfy the
retirement obligation then discounting that value at a risk- and inflation-adjusted rate. To determine the cost to
satisfy the retirement obligation, we must estimate the cost of basic inputs such as labor, energy, materials and
disposal. To determine the appropriate discount rate, we use inputs such as inflation rates, short and long-term
yields for U.S. government securities and our nonperformance risk. Due to the significant unobservable inputs
required in our measurement, we have determined that our fair value measurements of our AROs are level 3 in the
fair value hierarchy. For additional information on our AROs, see Note 14, "Asset Retirement Obligations."
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Derivative Instruments

Cash Flow Hedges

In 2010, we entered into treasury yield hedge transactions for a total notional amount of $100.0 million in
order to manage our interest rate risk associated with a future anticipated issuance of fixed-rate debt, which must
occur within 18 months of the initial treasury yield hedge transaction date. Such transactions are designated and
qualify as cash flow hedges and are measured at fair value by estimating the net present value of a series of
payments using market-based models with observable inputs, such as the spread between the 30-year U.S. Treasury
bill yield and the contracted, fixed yield. As a result of regulatory accounting treatment, we report the effective
portion of the gain or loss on these derivative instruments as a regulatory liability or regulatory asset and will
amortize such amounts to interest expense over the life of the related debt. We record hedge ineffectiveness gains in
other income and hedge ineffectiveness losses in other expense on our consolidated statements of income. As of
December 31, 2010, the fair value of the treasury yield hedge transactions was $7.7 million, which we recorded in
other assets on our consolidated balance sheet. We also recorded this same amount in long-term regulatory
liabilities on our consolidated balance sheet to reflect the effective portion of the gains on these transactions for the

year ended December 31, 2010.

Commodity Contracts

We engage in both financial and physical trading with the goal of managing our commodity price risk,
enhancing system reliability and increasing profits. We trade electricity and other energy-related products using a
variety of financial instruments, including futures contracts, options and swaps, and physical commodity contracts.

We classify these commodity derivative instruments as energy marketing contracts on our consolidated
balance sheets. We report energy marketing contracts representing unrealized gain positions as assets; energy
marketing contracts representing unrealized loss positions are reported as liabilities. With the exception of certain
fuel supply and electricity contracts, which we record as regulatory assets or regulatory liabilities, we include the
change in the fair value of energy marketing contracts in revenues on our consolidated statements of income.

The following table presents the fair value of commodity derivative instruments reflected on our

consolidated balance sheets.

Commodity Derivatives Not Designated as Hedging Instruments as of December 31, 2010

Asset Derivatives

Liability Derivatives

Balance Sheet Location Fair Value
(In thousands)
Current assets:
Energy marketing contracts................... $ 13,005
Other assets:
Energy marketing contracts .................. 9.472
Total.....ooeeieceieeer e $ 22477

Balance Sheet Location Fair Value
(In thousands)
Current liabilities:
Energy marketing contracts ..  § 9,670
Long-term liabilities:
Energy marketing contracts .. 10
Total...ccoceri e $ 9680

Commodity Derivatives Not Designated as Hedging Instruments as of December 31, 2009

Asset Derivatives

Liability Derivatives

Balance Sheet Location Fair Value

(In thousands)

Current assets:
Energy marketing contracts .................. 5
Other assets:

33,159

10,653

§ 43812

91

Balance Sheet I ocation Fair Value

(In thousands)

Current liabilities:

Energy marketing contracts ..  $ 39,161
Long-term liabilities:

Energy marketing contracts .. 210
Total..ooi e $ 39,371



The following table presents how changes in the fair value of commodity derivative instruments affected
our consolidated financial statements for the years ended December 31, 2010 and 2009.

Year Ended
December 31,
2010 Year Ended December 31, 2009

Net Gain  _ Net Gain  _ Net Loss

Location Recognized Recognized Recognized
(In Thousands)

Revenues increase...........cooevvvveeveeeeennenne.. $ 712 $ 7,790 § —
Regulatory assets (decrease) increase......... (7,604) — 7,064
Regulatory liabilities increase (decrease)... 1,799 — (30,330)

As of December 31, 2010 and 2009, we had under contract the following energy-related products.

Net Quantity as of
Unit of Measure  December 31, 2010 December 31, 2009

Electricity...... MWh 2,791,966 4,147,800
Natural Gas ... MMBtu 1,150,000 648,000
Coal............... Ton — 3,500,000

Net open positions exist, or are established, due to the origination of new transactions and our assessment
of, and response to, changing market conditions. To the extent we have net open positions, we are exposed to the
risk that changing market prices could have a material adverse impact on our consolidated financial results.

Energy Marketing Activities

Within our energy trading portfolio, we may establish certain positions intended to economically hedge a
portion of physical sale or purchase contracts and we may enter into certain positions attempting to take advantage
of market trends and conditions. We use the term economic hedge to mean a strategy intended to manage risks of
volatility in prices or rate movements on selected assets, liabilities or anticipated transactions by creating a
relationship in which gains or losses on derivative instruments are expected to offset the losses or gains on the assets,
liabilities or anticipated transactions exposed to such market risks.

Price Risk

We use various types of fuel, including coal, natural gas, uranium, diesel and oil, to operate our plants and
purchase power to meet customer demand. We are exposed to market risks from commodity price changes for
electricity and other energy-related products and interest rates that could affect our consolidated financial results,
including cash flows. We manage our exposure to these market risks through our regular operating and financing
activities and, when we deem appropriate, we economically hedge a portion of these risks through the use of
derivative financial instruments for non-trading purposes.

Factors that affect our commodity price exposure are the quantity and availability of fuel used for
generation, the availability of our generating plants and the quantity of electricity customers consume. Quantities of
fossil fuel we use to generate electricity fluctuate from period to period based on availability, price and deliverability
of a given fuel type, as well as planned and unscheduled outages at our generating plants that use fossil fuels. Our
commodity exposure is also affected by our nuclear plant refueling and maintenance schedule. Our customers'
electricity usage also varies based on weather, the economy and numerous other factors.

The wholesale power and fuel markets are volatile. This volatility impacts our costs of purchased power,
fuel costs for our generating plants and our participation in energy markets. We trade various types of fuel primarily
to reduce exposure related to the volatility of commodity prices. A significant portion of our coal requirements is
purchased under long-term contracts to hedge much of the fuel exposure for customers. If we were unable to
generate an adequate supply of electricity for our customers, we would purchase power in the wholesale market to
the extent it is available, subject to possible transmission constraints, and/or implement curtailment or interruption
procedures as permitted in our tariffs and terms and conditions of service.
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Interest Rate Risk

We have entered into numerous fixed and variable rate debt obligations. For details, see Note 9, "Long-
Term Debt." We manage our interest rate risk related to these debt obligations by limiting our variable interest rate
exposure, utilizing various maturity dates and entering into treasury yield hedge transactions. We may also use other
financial derivative instruments, such as interest rate swaps.

Credit Risk

In addition to commodity price risk, we are exposed to credit risks associated with the financial condition of
counterparties, product location (basis) pricing differentials, physical liquidity constraint and other risks. Declines in
the creditworthiness of our counterparties could have a material adverse impact on our overall exposure to credit
risk. We maintain credit policies with regard to our counterparties intended to reduce our overall credit risk
exposure to a level we deem acceptable and include the right to offset derivative assets and liabilities by

counterparty.

We have derivative instruments with commodity exchanges and other counterparties that do not contain
objective credit-risk-related contingent features. However, certain of our derivative instruments contain collateral
provisions subject to credit agency ratings of our senior unsecured debt. If our senior unsecured debt ratings were to
decrease or fall below investment grade, the counterparties to the derivative instruments, pursuant to the provisions,
could require collateralization on derivative instruments. The aggregate fair value of all derivative instruments with
objective credit-risk-related contingent features that were in a liability position as of December 31, 2010 and 2009,
was $1.6 million and $1.4 million, respectively, for which we had posted no collateral. If all credit-risk-related
contingent features underlying these agreements had been triggered as of December 31, 2010 and 2009, we would
have been required to provide to our counterparties $1.6 million and $0.1 million, respectively, of additional
collateral after taking into consideration the offsetting impact of derivative assets and net accounts receivable.

5. FINANCIAL INVESTMENTS AND TRADING SECURITIES

We report some of our investments in debt and equity securities at fair value. We classify these
investments as either trading securities or available-for-sale securities as described below.

Trading Securities

We have equity and debt investments in a trust used to fund retirement benefits that we classify as trading
securities. We include unrealized gains or losses on these securities in investment earnings on our consolidated
statements of income. For the years ended December 31, 2010 and 2009, we recorded unrealized gains on these
securities of $4.3 million and $11.3 million, respectively. We recorded an unrealized loss on these securities of
$9.5 million for the year ended December 31, 2008.

Available-for-Sale Securities

We hold investments in equity and debt securities in a trust fund for the purpose of funding the
decommissioning of Wolf Creek. We have classified these investments as available-for-sale and have recorded all
such investments at their fair market value as of December 31, 2010 and 2009. At December 31, 2010, investments
in the NDT fund were allocated 50% to domestic equity, 15% to international equity, 25% to core bonds, 8% to
high-yield bonds, 2% to real estate securities and less than 1% to cash and cash equivalents. The core bond fund is
limited to ensure that at least 80% of funds are invested in investment grade U.S. corporate and government fixed
income securities, including mortgage-backed securities. As of December 31, 2010, the fair value of the debt
securities in the NDT fund was $41.5 million, held entirely in bond funds.

Using the specific identification method to determine cost, we realized a $13.2 million gain in 2010 and
losses of $7.8 million and $20.1 million in 2009 and 2008, respectively, on our available-for-sale securities. We
record net realized and unrealized gains and losses in regulatory liabilities on our consolidated balance sheets. This
reporting is consistent with the method we use to account for the decommissioning costs we recover in our prices.
Gains or losses on assets in the trust fund are recorded as increases or decreases to regulatory liabilities and could
result in lower or higher funding requirements for decommissioning costs, which we believe would be reflected in
the prices paid by our customers.
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The following table presents the costs and fair values of investments in the NDT fund as of December 31,
2010 and 2009.

Gross Unrealized
Security Type Cost Gain Loss Fair Value
(In Thousands)

2010:
Domestic equity ............... $ 58,592 $ 4972 $ a1y $ 63,453
International equity .......... 17,249 1,717 — 18,966
Core bonds .......ccceevvrenene 32,054 — (148) 31,906
High-yield bonds.............. 9,086 486 — 9,572
Real estate securities ........ 6,207 — (3,158) 3,049
Cash equivalents .............. 44 — — 44
Total......ccooeevviinrniininns $123.232 S 7,175 $ (3.417) $ 126,990

2009:
Domestic equity ............... $ 37,648 $ 7,180 $ (2,288) $ 42,540
International equity .......... 22,014 4,835 (905) 25,944
Core bonds ......ccc.ovrerrenen. 20,260 1,346 — 21,606
High-yield bonds.............. 11,749 31 (460) 11,320
Real estate securities......... 6,206 — 2,571) 3,635
Commodities .......c.vrevenen. 5,895 — (332) 5,563
Cash equivalents .............. 1,660 — — 1,660
Total...coooeeiceennee $105,432 $ 13392 § (6,556) $ 112,268

The following table presents the fair value and the gross unrealized losses of the available-for-sale
securities held in the NDT fund aggregated by investment category and the length of time that individual securities
have been in a continuous unrealized loss position as of December 31, 2010 and 2009.

Less than 12 Months 12 Months or Greater Total
Gross Gross Gross
Unrealized Unrealized Unrealized
Fair Value Losses Fair Value Losses Fair Value Losses
(In Thousands)
2010:
Domestic equity .............. § 287 $ (111) § — 5 — § 2867 § (111
Core bonds...........c.......... 31,906 (148) — — 31,906 (148)
Real estate securities....... — — 3,049 _ (3.158) 3,049 (3.158)
Total.....ccooveoveerenne. $§ 34773 § (259) §$§ 3,049 $ (3,158) $ 37,822 § (3.417)
2009:
Domestic equity.............. $ 4,123 §$§ (361) $ 10,061 $ (1,927) $ 14,184 $ (2,288)
International equity......... 198 20) 6,253 (885) 6,451 (905)
High-yield bonds ............ — — 5,579 460) 5,579 (460)
Real estate securities....... 40 (16) 3,595 (2,555) 3,635 2,571
Commodities..........couu..... — — 5.563 (332) 5.563 (332)
Total ....ccvveeriieeiernen, $ 4361 $§ (397 § 31,051 $ (6,159 $ 35412 § (6,556)
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6. PROPERTY, PLANT AND EQUIPMENT

The following is a summary of our property, plant and equipment balance.

As of December 31,
2010 2009
(In Thousands)

Electric plant in SEIVICe ..........ccevveevrcerverrienienrinnes $ 8,254,884 $ 8,057,793

Electric plant acquisition adjustment.................. 802,318 802,318
Accumulated depreciation...........c.cccccocececicnnnnn. (3.563,566) _(3.370.805)

5,493,636 5,489,306

Construction Work in progress........co.oooeeereecreene 392,701 214,705

Nuclear fuel, Det .....oovvviivviiiiieiieecee e 78,102 67,729

Net property, plant and equipment.................. $ 5,964,439 $ 5,771,740

The following is a summary of our property, plant and equipment of VIEs.

As of December 31,
2010 2009
(In Thousands)
Electric plant of VIES.......cocovvriveiinieeeeeee, $ 543,593 $ —
Accumulated depreciation of VIEs .................... (198,556) —
Net property, plant and equipment of VIEs..... $_ 345,037 b —

We recorded depreciation expense on property, plant and equipment of $249.2 million in 2010,
$228.6 million in 2009 and $180.8 million in 2008. Approximately $9.7 million of depreciation expense in 2010
was attributable to property, plant and equipment of VIEs.
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7. JOINT OWNERSHIP OF UTILITY PLANTS

Under joint ownership agreements with other utilities, we have undivided ownership interests in four
electric generating stations. Energy generated and operating expenses are divided on the same basis as ownership
with each owner reflecting its respective costs in its statements of income and each owner responsible for its own
financing. Information relative to our ownership interest in these facilities as of December 31, 2010, is shown in the
table below.

Our Ownership as of December 31, 2010

In-Service | Accumulated Construction Net Ownership
Dates Investment Depreciation Work in Progress MW  Percentage
(Dollars in Thousands)
La Cygne unit 1 (a).......covennen. June 1973 $ 284,101 § (145,356) § 48,072 368 50
JECunit 1 (@).cocccovvecrreinnns July 1978 482,582 (195,849) 8,939 666 92
JECunit 2 (a)eeeeereereevvenneenn. May 1980 443,128 (187,356) 48,513 667 92
JEC unit 3 (2)evveveerrverenieenee May 1983 673,567 (251,673) 883 659 92
Wolf Creek (b)....coceveereeeenrne Sept. 1985 1,469,700 (733,036) 71,299 544 47
State Line () cveeveevreveereennne June 2001 111,979 (41.423) 129 201 40
Total $3,465,057 $(1,554,693) § 177,835 3,105

(a) Jointly owned with Kansas City Power & Light Company (KCPL). Amounts include the consolidated VIE
containing an 8% leasehold interest in JEC.

(b) Jointly owned with KCPL and Kansas Electric Power Cooperative, Inc.

(c) Jointly owned with Empire District Electric Company.

We include in operating expenses on our consolidated statements of income our share of operating expenses
of the above plants. Our share of other transactions associated with the plants is included in the appropriate
classification on our consolidated financial statements.

In addition, we also consolidate a VIE that holds our 50% leasehold interest in La Cygne unit 2, which
represents 341 megawatts (MW) of net capacity. The VIE's initial investment in the 50% interest was
$392.1 million and accumulated depreciation was $166.0 million as of December 31, 2010. We include these
amounts in property, plant and equipment of variable interest entities, net on our consolidated balance sheets. See
Note 17, "Variable Interest Entities,” for additional information about VIEs.
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8. SHORT-TERM DEBT

Westar Energy has a $730.0 million revolving credit facility with a syndicate of banks that terminates on
March 17,2012, On January 27, 2010, FERC approved our request for authority to issue short-term securities in an
aggregate amount up to $1.0 billion including, without limitation, by increasing the size of Westar Energy's
revolving credit facility. As of December 31, 2010, we had not yet exercised the increase in our authority. In
addition, as of December 31, 2010, $226.7 million had been borrowed and an additional $21.5 million of letters of
credit had been issued under the revolving credit facility.

The weighted average interest rate on our borrowings under the revolving credit facility was 0.61% and
0.58% as of December 31, 2010, and December 31, 2009, respectively.

Additional information regarding our short-term debt is as follows.

As of December 31,
2010 2009
(Dollars in Thousands)
Weighted average short-term debt outstanding during the year ........cccocerennee. $213,041 $200,547
Weighted daily average interest rates during the year, excluding fees............... 0.63% 0.76%

Our interest expense on short-term debt was $1.9 million in 2010, $2.2 million in 2009 and $9.7 million in
2008.
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9. LONG-TERM DEBT
Qutstanding Debt

The following table summarizes our long-term debt outstanding.

Westar Energy
First mortgage bond series:
6.00% due 2014
5.15% due 2017
5.95% due 2035
5.10% due 2020....
5.875% due 2036..
6.10% due 2047
8.625% AUE 2018 ...t et

Pollution control bond series:
Variable due 2032, 0.60% as of December 31, 2010; 0.48% as of December 31, 2009
Variable due 2032, 0.54% as of December 31, 2010; 0.54% as of December 31, 2009.......
5.00% QUE 2033 ....ooiviieterteni ettt et e a g etk ea st ebene e

Other long-term debt:
4.36% equipment financing loan due 2011 ..o e

KGE

First mortgage bond series:
6.53% AUE 2037 ..ttt b e ea b
6.15% due 2023 ....
6.64% dUE 2038 ...ttt
6.70% QUE 2019 ..ottt et e e

Pollution control bond series:
S.10% AUE 2023 ..ottt et nr e bbb s et tsas st s et e
Variable due 2027, 0.54% as of December 31, 2010; 0.64% as of December 31, 2009.......
5.30% QUE 2031 coieiiiiiiieriere ettt e ettt et e ettt eaee
5.30% dUE 2031 ...ttt sb ket aae s e esens Rt renrenreresseenes
Variable due 2032, 0.54% as of December 31, 2010; 0.64% as of December 31, 2009.......
Variable due 2032, 0.54% as of December 31, 2010; 0.64% as of December 31, 2009.......
4.85% due 2031 ....
5.60% due 2031 ...
6.00% due 2031 ....
5.00% due 2031

Total long-term debt

Unamortized debt diSCOUNT (B) .....ccoovvriiiiiiiciicrcreiii et es s sisb b son e ene
Long-term debt due within one year

Long-term debt, Nt ....c.cviereeeeeicecciisie e ettt et

Variable Interest Entities
T.77% AUE 2013 (D) ..ottt et
6.99% due 2014 (b).
5.92 % due 2019 (b)
5.647% due 2021 (b)... .
Total long-term debt of variable INterest ENLItIES .......cveverccrirereeiniicicricc e

Unamortized debt Premium () ..........oocvceoirrrirnireecreieeconrenreesess s seseeeses e eesessass e seseasse s sesnns
Long-term debt of variable interest entities due within one year ............ccccocervevvirccccnrnncnisenin

Long-term debt of variable interest entities, NEt ...........ce.vvvrvereenienisirieserrecrene e

(a) We amortize debt discounts and premiums to interest expense over the term of the respective issues.
(b) Portions of our payments related to this debt reduce the principal balances each year until maturity.
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As of December 31,
2010 2009
(In Thousands)
$ 250,000 $ 250,000
125,000 125,000
125,000 125,000
250,000 250,000
150,000 150,000
150,000 150,000
300.000 300,000
1.350,000 1,350,000
45,000 45,000
30,500 30,500
57.530 57,760
133.030 133,260
61 1,406
175,000 175,000
50,000 50,000
100,000 100,000
300.000 300,000
625.000 625.000
13,343 13,463
21,940 21,940
108,600 108,600
18,900 18,900
14,500 14,500
10,000 10,000
50,000 50,000
50,000 50,000
50,000 50,000
50.000 50,000
387,283 387.403
2495374 2.497.069
(4,442) (4,990)

— (6D 1,345
$2,490.871 32,490,734
$ 5,095 $ —
3,237 —
31,171 —
266393 —
305,896 —_—
2,421 _
(30.155) —
278,162 $ —



The Westar Energy and KGE mortgages each contain provisions restricting the amount of first mortgage
bonds that could be issued by each entity. We must comply with such restrictions prior to the issuance of additional
first mortgage bonds or other secured indebtedness.

The amount of Westar Energy first mortgage bonds authorized by its Mortgage and Deed of Trust, dated
July 1, 1939, as supplemented, is subject to certain limitations as described below. The amount of KGE first
mortgage bonds authorized by the KGE Mortgage and Deed of Trust, dated April 1, 1940, as supplemented and
amended in June 2009, is limited to a maximum of $3.5 billion, unless amended further. First mortgage bonds are
secured by utility assets. Amounts of additional bonds that may be issued are subject to property, earnings and
certain restrictive provisions, except in connection with certain refundings, of each mortgage. As of December 31,
2010, based on an assumed interest rate of 5.90%, approximately $817.0 million principal amount of additional first
mortgage bonds could be issued under the most restrictive provisions in Westar Energy's mortgage, except in
connection with certain refundings. As of December 31, 2010, approximately $635.0 million principal amount of
additional KGE first mortgage bonds could be issued under the most restrictive provisions in KGE's mortgage.

As of December 31, 2010, we had $121.9 million of variable rate, tax-exempt bonds. Interest rates payable
under these bonds are normally set by auctions, which occur every 35 days. However, auctions for these bonds have
failed over the past few years, resulting in volatile alternative index-based interest rates for these bonds. With the
KCC's approval, on October 15, 2009, KGE refinanced $50.0 million of auction rate bonds at a fixed interest rate of
5.00% and a maturity date of June 1, 2031. We continue to monitor the credit markets and evaluate our options with
respect to our remaining auction rate bonds.

On August 3, 2009, Westar Energy repaid $145.1 million principal amount of 7.125% unsecured senior
notes with borrowings under Westar Energy's revolving credit facility.

On June 11, 2009, KXGE issued $300.0 million principal amount of first mortgage bonds at a discount
yielding 6.725%, bearing stated interest at 6.70% and maturing on June 15, 2019. KGE received net proceeds of
$297.5 million.

Proceeds from the issuance of first mortgage bonds were used to repay borrowings under Westar Energy’s
revolving credit facility, with such borrowed amounts principally related to investments in capital equipment, as well
as for working capital and general corporate purposes.

Debt Covenants

Some of our debt instruments contain restrictions that require us to maintain leverage ratios as defined in
the agreements. We calculate these ratios in accordance with our credit agreements. We use these ratios solely to
determine compliance with our various debt covenants. We were in compliance with these covenants as of
December 31, 2010.

Maturities

The principal amounts of our long-term debt maturities as of December 31, 2010, are as follows.

Long-term
Long-term debt debt of VIEs

Year (In Thousands)
2011 o $ 61 $ 30,155
2012 e — 28,118
2013 e — 25,941
2014 e, 250,000 27,479
Thereafter.........cocvvevvevinenn 2.245,313 194.203

Total maturities.............. $ 2495374 $ 305,896

Interest expense on long-term debt was $144.1 million in 2010, $139.6 million in 2009 and $95.7 million in
2008. Interest expense on long-term debt of VIEs was $18.7 million in 2010.
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10. TAXES

Income tax expense is composed of the following components.

Year Ended December 31,
2010 2009 2008
(In Thousands)
Income Tax Expense (Benefit) from Continuing
Operations:
Current income taxes:
Federal ......cocoovvviiiiiieeee et $ (32,107) $ 2,428 $ (16,484)
SHALE ..ooeeeeiecee ettt ettt e e s (3,030) 9,975 (14,841)
Deferred income taxes:
Federal ....ooooviieie s 102,568 46,148 35,818
STALE .ovrieieeee et eeere et et e ne e e eereenre e s 20,305 3,003 2,147
Investment tax credit amOrtization.........cocveevvvveriverireeeennne (2,704) (2,704) (2.704)

Income tax expense from continuing operations ......... § 85032 § 58850 § 3,936

Income Tax Expense (Benefit) from Discontinued

Operations:
Current income taxes:
FEAETAl ...ttt ettt et saee e $ — $ (25,528) $ —
SERLE vvveoeeeeeeeeeeeeeeeseeseereeeesee e eee e ees e s s sees e eeeeeene — (10,418) —
Deferred income taxes:
Federal ..o s — (20.549) —
Income tax expense from discontinued operations...... N $ (56,495) $ —
Total income tax eXPenSse .........cooveeecererrinrearecrnennaens $ 85,032 S 2355 § 3936

Deferred tax assets and liabilities are reflected on our consolidated balance sheets as follows.

As of December 31,
2010 2009
(In Thousands)
Current deferred tax assets.............ccceeve.ee. $ 30,248 $ 7,927
Non-current deferred tax liabilities............ 1,102,625 964,461
Net deferred tax liabilities................ccc.v.... $1,072,377 $ 956,534
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The tax effect of the temporary differences and carryforwards that comprise our deferred tax assets and
deferred tax liabilities are summarized in the following table.

As of December 31,
2010 2009
(In Thousands)
Deferred tax assets:
Deferred employee benefit COStS .....cvivvivverinrreienieieieceereenrenens $ 155,400 $ 132,770
Business tax credit carryforwards () .......cocevverencieneienennieneae, 134,629 101,347
Deferred gain on sale-leaseback .......c.cccocvvvrrivecrencieirieeseniennes 45,381 47,800
Deferred COMPENSAtION.....c.vevviiiieeeeiiieeceereeeeieecresereeeae e eeeeseeas 40,401 38,198
Accrued Habilities.....oovviievreiiicece e 35,714 35,230
Alternative minimum tax carryforward (b)......cccceeveerreinieenennnn 34,270 18,406
Deferred state INCOME TAXES. ... .vvevriireeievrrrennreenereeeerresereesseeenns 14,215 26,093
DiSAlloWed COSIS......cvviiieeeiieiiirie it ceree e e careseerreeeeree s 13,357 14,000
Long-term energy Contracts........cccoovvereriineecrenneeneicennnie e 3,720 5,874
Capital 1oss carryforward () ......covverveeorrrcrecrenrenininese e 3,527 6,075
ORET et e rar e e erb e e san e re e 29.857 15.161
Total gross deferred tax assets .........covecvereerceevceninrnninine s 510,471 440,954
Less: Valuation allowance (C) ......cccovveereeienienennnncnineeneenns 59.415 9,710
Deferred taX @SSELS.....ceivriivrreriieiiieieerereeesreecreesereesseeessneanes $ 451,056 $ 431,244
Deferred tax liabilities:
Accelerated depreciation ...........coevuveivveerercrensreineeenreveaeeeeeeeas $ 931,898 $ 789,850
ACQUISItION PIEMIUIM ....evverveireenreriirrireirsssessessseseesreseessesseossessenns 195,947 203,959
Deferred employee benefit COSES ....ouiiuieevieeeiieriiiieiieeee e 161,035 141,974
Amounts due from customers for future income taxes, net ......... 152,877 165,975
Debt reacquiSition COSES.........vevirrenirrrerecrereerrteseesnreeneeseeseeane 23,864 26,046
Deferred state iNCOME tAXES........cecivveerreeeeiieeerieerireesreecrseeensenees 16,577 24,882
SEOTIII COSES .uvvvriiinruieiiineiereerreeeestireeeisrnreeaseessseaeensarreeesesurseesssnssnes 13,733 22,160
OBET ...ttt ettt ev e eeeeaee e tesere e sbeebesnns 27.502 12,932
Total deferred tax labilities ..........coovvvrvereeeereiiiiee e e eeee $1,523.433 $1,387.778
Net deferred tax Habilities...oooevvierieiieereeeeeecre e $1,072 377 $ 956,534

(a) As of December 31, 2010, we had available federal general business tax credits of $18.4 million
and state investment tax credits of $116.2 million. The federal general business tax credits were
primarily generated from affordable housing partnerships in which we sold the majority of our
interests in 2001. These tax credits expire beginning in 2019 and ending in 2025. We believe
these tax credits will be fully utilized prior to expiration. The state investment tax credits expire
beginning in 2013 and ending in 2019. As we do not expect to realize sufficient state taxable
income in the future, a valuation allowance of $51.9 million has been established against the
unused credits which have been deferred pursuant to regulatory treatment.

(b) As of December 31, 2010, we had available alterative minimum tax credit carryforwards of
$34.3 million. These tax credits have an unlimited carryforward period.

(c) As of December 31, 2010, we had a net capital loss of $8.9 million that is available to offset future
capital gains. The net capital loss will expire in 2014, As we do not expect to realize any
significant capital gains in the future, a valuation allowance of $3.5 million has been established.
In addition, a valuation allowance of $4.0 million has been established for certain deferred tax
assets related to the write-down of other investments. We also established a valuation allowance
of $51.9 million as described in (a) above. The total valuation allowance related to the deferred
tax assets was $59.4 million as of December 31, 2010, and $9.7 million as of December 31, 2009.
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In accordance with various orders, we have reduced our prices to reflect the income tax benefits associated
with certain accelerated income tax deductions. We believe it is probable that the net future increases in income
taxes payable will be recovered from customers when these temporary income tax benefits reverse. We have
recorded a regulatory asset for these amounts. We also have recorded a regulatory liability for our obligation to
reduce the prices charged to customers for deferred income taxes recovered from customers at corporate income tax
rates higher than current income tax rates. The price reduction will occur as the temporary differences resulting in
the excess deferred income tax liabilities reverse. The income tax-related regulatory assets and liabilities as well as
unamortized investment tax credits are also temporary differences for which deferred income taxes have been
provided. The net deferred income tax liability related to these temporary differences is classified above as amounts
due from customers for future income taxes, net.

Our effective income tax rates are computed by dividing total federal and state income taxes by the sum of
such taxes and net income. The difference between the effective income tax rates and the federal statutory income
tax rates are as follows.

For the Year Ended December 31,

2010 2009 2008
Statutory federal income tax rate from continuing operations .. 35.0% 35.0% 35.0%
Effect of:
Corporate-owned life insurance policies........cccverveerirennnn. 6.1 8.2) ©.1H
State INCOME LAXES .ceveerrrrierrirrerreirerieieesreasereeeeeeetrssenessneenneeas 38 43 4.5)
Production tax creditS...........coevvrevieiuiriineeseenenreeeseeesieecnes (3.4) 3.0) —
Accelerated depreciation flow through and amortization...... 2.6 3.7 23
Amortization of federal investment tax credits ..................... 0.9 1.4 (1.5)
Capital 108s UtiliZation.........ocooeeeirieivieee e 0.7 0.4 —
AFUDC €QUILY ...oceericireeceerceeie s e eee e e 0.4 (0.9) 3.5
Liability for unrecognized income tax benefits..................... 0.2) 0.2 (15.4)
ONET .t 0.7 0.1 (1.1)
Effective income tax rate from continuing operations............... 29.0% 29.4% 2.2%

We file income tax returns in the U.S. federal jurisdiction, and various state and foreign jurisdictions. The
income tax returns we file will likely be audited by the Internal Revenue Service (IRS) or other tax authorities. With
few exceptions, the statute of limitations with respect to U.S. federal, state and local, or non-U.S. income tax

examinations by tax authorities remains open for tax year 2007 and forward with tax year 2009 currently under
examination by the IRS.

In November 2010, the IRS commenced an examination of our federal income tax return for tax year 2009.
Also in 2010, the IRS commenced and substantially concluded its examination of the federal income tax return we
filed for tax year 2008 without significant changes.

In November 2009, the IRS completed its examination of the federal income tax return and the amended
federal income tax returns we filed for tax years 1999, 2005, 2006 and 2007. The examination resulted in a tax
refund of $34.9 million. The examination results were approved by the Joint Committee on Taxation of the U.S.
Congress and accepted by the IRS in April 2010.

In January 2009, we reached a settlement with the IRS for tax years 2003 and 2004 that included a
determination of the amount of the net capital loss and net operating loss carryforwards available from the sale of a
former subsidiary in 2004. This settlement resulted in our recording in 2009 a net earnings benefit from

discontinued operations of approximately $33.7 million, net of $22.8 million paid to the former subsidiary under the
sale agreement.

In February 2008, we reached a settlement with the IRS for tax years 1995 through 2002 on issues related
principally to the method used to capitalize overheads to electric plant. This settlement resulted in a 2008 net
earnings benefit of approximately $39.4 million, including interest, due to the recognition of previously
unrecognized income tax benefits.
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The amount of unrecognized income tax benefits decreased from $8.4 million at December 31, 2009, to
$1.9 million at December 31, 2010. The net decrease in unrecognized income tax benefits for which a liability was
not recorded was largely attributable to the reversal of $8.2 million of tax positions due to the completion of the IRS
audits and the expiration of the statute of limitation. We do not expect significant changes in the liability for
unrecognized income tax benefits in the next 12 months. A reconciliation of the beginning and ending amount of
unrecognized income tax benefits is as follows:

2010 2009 2008
(In Thousands)

Liability for unrecognized income tax benefits

At JANUATY ©..c.ocoeninieiieiiiec e $ 8357 $ 38,980 $ 70,833
Additions based on tax positions related to the current

VAT ...veeiureeeeeeeeeaereeereessueesseeeeeeeaaressennessrbaeseeeesnenes 608 2,254 4,576
Additions for tax positions of prior years .........c....... 2,323 - —
Reductions for tax positions of prior years................ (1,241) (25,722) (3,639)
SEttIEMENLS ..c.eeeueeeeeeerieiit e v sesaeneeens (8.159) (7.155) (32,790)
Liability for unrecognized income tax benefits at

December 31 ..o 1,888 8,357 38,980
Unrecognized income tax benefits related to amended

returns filed in 2007 .....ocoveeevinieeneeiienennicie e — — 53.092
Unrecognized income tax benefits at December 31... $ 1,888 $ 8357 $ 92072

The amounts of unrecognized income tax benefits that, if recognized, would favorably impact our effective
income tax rate, were $1.3 million, $2.1 million and $54.8 million (net of tax) as of December 31, 2010, 2009 and
2008, respectively. Included in the liability for unrecognized income tax benefits balances was $1.3 million,
$2.1 million and $1.7 million (net of tax) of tax positions, which if recognized, would favorably impact our effective
income tax rates as of December 31, 2010, 2009 and 2008, respectively.

Interest related to income tax uncertainties is classified as interest expense and accrued interest liability.
During 2010, 2009 and 2008, we reversed interest expense previously recorded for income tax uncertainties of
$1.0 million, $2.4 million and $15.9 million, respectively. As of December 31, 2010 and 2009, we had $0.4 million
and $1.4 million, respectively, accrued for interest on our liability related to unrecognized income tax benefits. We
accrued no tax related penalties at either December 31, 2010, or December 31, 2009.

As of December 31, 2010 and 2009, we had recorded $3.6 million for probable assessments of taxes other
than income taxes.
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11. EMPLOYEE BENEFIT PLANS
Pension and Other Post-Retirement Benefit Plans

We maintain a qualified non-contributory defined benefit pension plan covering substantially all of our
employees. For the majority of our employees, pension benefits are based on years of service and an employee's
compensation during the 60 highest paid consecutive months out of 120 before retirement. Non-union employees
hired after December 31, 2001, are covered by the same defined benefit pension plan; however, their benefits are
derived from a cash balance account formula. We also maintain a non-qualified Executive Salary Continuation Plan
for the benefit of certain current and retired executive officers. With the exception of one current executive officer,
we have discontinued accruing any future benefits under this non-qualified plan.

In accordance with a 2009 KCC order, we expect to fund our pension plan each year at least to a level equal
to our current year pension expense. We must also meet minimum funding requirements under the Employee
Retirement Income Security Act (ERISA), as amended by the Pension Protection Act. We may contribute additional
amounts from time to time as deemed appropriate.

In addition to providing pension benefits, we provide certain post-retirement health care and life insurance
benefits for substantially all retired employees. We accrue and recover in our prices the costs of post-retirement
benefits during an employee's years of service. We fund the portion of net periodic costs for other post-retirement
benefits included in our prices.

As a co-owner of Wolf Creek, KGE is indirectly responsible for 47% of the liabilities and expenses
associated with the Wolf Creek pension and other post-retirement benefit plans. See Note 12, "Wolf Creek
Employee Benefit Plans," for information about Wolf Creek's benefit plans.

The following tables summarize the status of our pension and other post-retirement benefit plans.

Pension Benefits __ Post-retirement Benefits
As of December 31, 2010 2009 2010 2009
(In Thousands)
Change in Benefit Obligation:
Benefit obligation, beginning of year..........cccoeceeenene. $ 662,495 $ 629,238 $ 128,998 $ 133,881
Service cost 13,926 12,882 1,526 1,529
Interest cost.............. . 39,391 38,162 7,083 6,917
Plan participants’ contributions .........c.ceeceerrvrerennenes —_ — 3,292 3,098
Benefits paid..........ooovieciciniccc (29,690) (28,526) (11,090) (9,960)
Actuarial losses (gains). 60,662 10,692 7,950 (13,063)
Amendments ..........c...coeeveinienne 676 47 — 6,596
Benefit obligation, end of year.... $ 747,460 $ 662,495 $ 137,759 $ 128,998
Change in Plan Assets:
Fair value of plan assets, beginning of year............... $ 404,243 $ 310,531 $ 74,114 $ 52,804
Actual return on plan assets..........cc.cccceeveveeernrerrenninnes 33,359 83,128 9,849 17,898
Employer contributions . 22,400 37,304 10,512 9,951
Plan participants' contributions ...........ccooveeveeeriviiennne — — 3,147 2,953
Part D Reimbursements ............coccccocvevevnicnneniiecns — — 317 589
Benefits paid . (27.769) (26.720) (10.955) (10.081)
Fair value of plan assets, end of year..............c..... $ 432,233 $ 404,243 $ 86984 $ 74114
Funded status, end of year............ccooeevenicinnrinnne, $ (315,227) 258,252 $ (50,775) $ (54,884)
Amounts Recognized in the Balance Sheets Consist of:
Current Bability ..o, $  (2,030) $  (1,984) ) on ) (121)
Noncurrent liability... . (313.197) (256.268) (50.684) (54.763)
Net amount recognized..........o.ovueveerienmnrrierniciiirenns $ (315,227) $ (258,252) $ (50,775) $ (54,884)
Amounts Recognized in Regulatory Assets Consist of:
Net actuarial 108S.........cccrvionierireeereiereeneresenesnes $ 323,924 $ 275417 $ 8458 $ 5481
PriOr SEIVICE COSL...eveniirrererirereirieeeceeresesersaecteseseeseanes 5,819 7,872 17,065 19,219
— o 8,148 12,060
$ 320743 $ 283280 3 33.671 3 36760
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Pension Benefits Post-retirement Benefits
As of December 31, 2010 2009 2010 2009

(Dollars in Thousands)

Pension Plans With a Projected Benefit Obligation In
Excess of Plan Assets:

Projected benefit obligation............cocccecvivnieerennen $§ 747,460 $ 662,495 $ — $ —

Fair value of plan assets........c.ccocveccviviniininniccnnns 432,233 404,243 —

Pension Plans With an Accumulated Benefit Obligation
In Excess of Plan Assets:

Accumulated benefit obligation .. . $ 635,541 $ 559,021 — —

Fair value of plan assets.........cccccoevvvncirnnccsennnnene 432,233 404,243 —

Post-retirement Plans With an Accumulated Post-
retirement Benefit Obligation In Excess of Plan
Assets:

Accumulated post-retirement benefit obligation........ $ — $ — $ 137,759 $ 128,998
Fair value of plan assets..........cccevovuerirneeverernieieinnncas — 86,984 74,114

Weighted-Average Actuarial Assumptions used to
Determine Net Periodic Benefit Obligation:

DiScount Tate .......cccoovviiircrerieeeicee e 5.35% 5.95% 5.00% 5.65%
Compensation rate iNCrease ..........ormmrviviveisincnansens 4.00% 4.00% —

We use a measurement date of December 31 for our pension and other post-retirement benefit plans. In
addition, we use an interest rate yield curve that is constructed based on the yields of over 500 high-quality, non-
callable corporate bonds with maturities between zero and 30 years. A theoretical spot rate curve constructed from
this yield curve is then used to discount the annual benefit cash flows of our pension plan and develop a single-point
discount rate matching the plan's payout structure.
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We amortize prior service cost (benefit) on a straight-line basis over the average future service of the active
employees (plan participants) benefiting under the plan at the time of the amendment. We amortize the net actuarial
loss on a straight-line basis over the average future service of active plan participants benefiting under the plan
without application of an amortization corridor.

Pension Benefits Post-retirement Benefits
Year Ended December 31, 2010 2009 2008 2010 2009 2008
(Dollars in Thousands)
Components of Net Periodic Cost
(Benefit):
SEIVICE COSt..vveriiiireiiecrerrrereniannan $ 13,926 $ 12,882 $ 10,102 $ 1,526 $ 1,529 $ 1,446
Interest cost . 39,391 38,162 35,792 7,083 6,917 7,637
Expected return on plan assets ........... (38,384) (37,826) (40,332) (5,197) (4,756) (4,694)
Amortization of unrecognized:
Transition obligation, net............. — — - 3,912 3,912 3,930
Prior service costs ...... 2,729 2,668 2,550 2,154 1,580 1,412
Actuarial loss/(gain), net 17,183 14,263 8415 321 (38) 904
Net periodic cost before regulatory
adjustment ........... 34,845 30,149 16,527 9,799 9,144 10,635
Regulatory adjustment ... (12.167) (9.188) — 1,868 2.280 —

$ 22,678 $ 2096 $ 16,527 $ 11,667 $ 11,424 $ 10,635

Net periodic cost

Other Changes in Plan Assets and
Benefit Obligations Recognized in

Regulatory Assets:
Current year actuarial (gain)/loss ....... $ 65,690 $ (34,610) $218,444 $ 3,298 $ (26,205) $ 12915
Amortization of actuarial (loss)/gain.. (17,183) (14,263) (8,415) (321) 38 (904)
Current year prior service cost............ 676 48 1,461 - 6,672 2,681
Amortization of prior service costs ... (2,729) (2,668) (2,550) (2,154) (1,580) (1,412)

Current year offset of Initial

Transition Asset due to plan

change .........ocovveevenrenennen e — — — — (76) —
Amortization of transition obligation. — — — (3.912) __(3.912) __(3.930)
Total recognized in regulatory assets . 3 46,454 $ (51.493) $208,940 $ (3,089 $ (25,063) $ 9350

Total recognized in net periodic cost

and regulatory assets.................... $ 69,132 $ (30,532) $225.467 $ 8,578 $ (13,639) $ 19985

Weighted-Average Actuarial
Assumptions used to Determine Net

Periodic Cost (Benefit):
Discount 1ate ..........ccoouvenninniniiincrenenne 5.95% 6.10% 6.25% 5.65% 6.05% 6.10%
Expected long-term return on plan
ASSELS ..o eererene 8.25% 8.25% 8.50% 7.75% 7.75% 7.75%
Compensation rate inCrease ................ 4.00% 4.00% 4.00% — — —

The estimated amounts that will be amortized from regulatory assets into net periodic cost in 2011 are as

follows:
Pension Post-retirement
Benefits Benefits
(In Thousands)
Actuarial loss................. $ 23,967 $ 1,016
Prior service cost............ 1,213 2,156
Transition obligation....... — 3912
Total.....vevererrcernne s 25,180 $ 7,084

We base the expected long-term rate of return on plan assets on historical and projected rates of return for
current and planned asset classes in the plans' investment portfolios. We select assumed projected rates of return for
each asset class after analyzing long-term historical experience and future expectations of the volatility of the
various asset classes. Based on target asset allocations for each asset class, we develop an overall expected rate of
return for the portfolios, adjusted for historical and expected experience of active portfolio management results
compared to benchmark returns and for the effect of expenses paid from plan assets.
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The Medicare Prescription Drug Improvement and Modemization Act of 2003 (Medicare Act) introduced a
prescription drug benefit under Medicare as well as a federal subsidy that will be paid to sponsors of retiree health
care benefit plans that provide a benefit that is at least actuarially equivalent to Medicare. We believe our retiree
health care benefit plan is at least actuarially equivalent to Medicare and is, thus, eligible for the federal subsidy.
However, due to plan changes effective January 1, 2010, we are no longer entitled to the federal subsidy. Asa
result, the subsidy did not have an effect on our accumulated post-retirement benefit obligation in 2010 or 2009 and
did not impact our net period post-retirement benefit cost in 2010. For 2008, treating the future subsidy under the
Medicare Act as an actuarial experience gain, as required by the guidance, decreased the accumulated post-
retirement benefit obligation by approximately $4.0 million. The subsidy also decreased net periodic post-retirement
benefit cost by approximately $1.9 million in 2009 and $0.5 million in 2008.

For measurement purposes, the assumed annual health care cost growth rates were as follows.

As of December 31,
2010 2009
Health care cost trend rate assumed for next year..............c...... 8.0% 8.0%
Rate to which the cost trend rate is assumed to decline (the
ultimate trend rate) .........coeeeererrrireercrrenrree e e 5.0% 5.0%
Year that the rate reaches the ultimate trend rate....................... 2018 2018

The health care cost trend rate affects the projected benefit obligation. A 1% change in assumed health care
cost growth rates would have effects shown in the following table.

One-Percentage-  One-Percentage-

Point Increase Point Decrease
(In Thousands)
Effect on total of service and interest cost........ $§ 33 $ 3o
Effect on post-retirement benefit obligation..... 455 (490)

Plan Assets

We manage pension and other post-retirement benefit plan assets in accordance with the prudent investor
guidelines contained in the ERISA. The plans' investment strategies support the objectives of the funds, which are to
earn the highest possible return on plan assets consistent with a reasonable and prudent level of risk. We delegate
the management of our funds to an independent investment advisor who hires and dismisses investment managers in
various asset classes based upon performance. The investment advisor strives to diversify investments across
classes, sectors and manager style to minimize the risk of large losses, based upon objectives and risk tolerance
specified by management, which include allowable and/or prohibited investment types. Prohibited investments
include loans to the company or its officers and directors as well as investments in the company's debt or equity
securities, except as may occur indirectly through investments in diversified mutual funds. In addition, we have
established restrictions to reduce concentration of risk. For example, for domestic investments, no more than 5% of
pension plan assets and 5% of post-retirement benefit plan assets should be invested in the securities of a single
issuer, with the exception of the U.S. government and its agencies. In addition, the fund will neither acquire more
than 10% of any one issuer nor acquire more than 25% of any single industry. These restrictions do not apply to the
purchase of United States Government securities. We measure and monitor investment risk on an ongoing basis
through quarterly investment portfolio reviews and annual liability measurements.
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The target allocations for our pension plan assets are about 35% to equity securities, 54% to debt securities
and the remaining 11% to other investments such as real estate securities, hedge funds and private equity
investments. Our investments in equity securities include investment funds with underlying investments in domestic
and foreign large-, mid- and small-cap companies, derivatives related to such holdings and private equity
investments. Our investments in debt securities include core and high-yield bonds. Core bonds are comprised of
investment funds with underlying investments in investment grade debt securities of corporate entities, obligations of
U.S. and foreign governments and their agencies and other debt securities. High-yield bonds include investment
funds with underlying investments in non-investment grade debt securities of corporate entities, obligations of
foreign governments and their agencies, private debt securities and other debt securities. Real estate securities
include funds invested in commercial and residential real estate properties throughout the U.S. while hedge funds
include investments in a number of underlying hedge funds with wide ranging investments, including equity
securities of domestic and foreign corporations, U.S. and foreign governments and their agencies, warrants,
exchange-traded funds, derivative instruments and private investment funds.

The target allocations for our other post-retirement benefit plan assets are 65% to equity securities and 35%
to debt securities. Our investments in equity securities include investments in domestic and foreign large-, mid- and
small-cap companies. Our investments in debt securities include a core bond fund with underlying investments in
investment grade debt securities of corporate entities, obligations of the U.S. government and its agencies, and cash
and cash equivalents.

Similar to other assets measured at fair value, GAAP establishes a hierarchal framework for disclosing the
transparency of the inputs utilized in measuring pension and other post-retirement benefit plan assets at fair value.
See Note 4, "Financial and Derivative Instruments, Trading Securities, Energy Marketing and Risk Management,"
for a description of the hierarchal framework.

In 2010, we changed our investment advisor for pension assets. As a result, we also changed our
investment mix in an attempt to limit the volatility in our benefit obligation. The transition resulted in the sale of all
of our then existing level 1 and level 2 investments and the purchase of other level 2 investments. Level 2 pension
investments are held in investment funds that are measured using daily net asset values as reported by the fund
managers.

We maintain certain level 3 investments in private equity, high-yield bonds, real estate securities and hedge
funds that require significant unobservable market information to measure the fair value of the investments. The fair
value of private equity investments is measured by utilizing both market- and income-based models, public company
comparables, at cost or at the value derived from subsequent financings. Adjustments are made when actual
performance differs from expected performance; when market, economic or company-specific conditions change;
and when other news or events have a material impact on the security. Fair value of Level 3 debt instruments are
measured using subjective market- and income-based estimates such as projected cash flows and future interest rates.

To measure the fair value of real estate securities we use a combination of market- and income-based models
utilizing market discount rates, projected cash flows and the estimated value into perpetuity. Hedge funds are
measured at fair value using net asset values as reported by the underlying hedge fund managers.
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The following table provides the fair value of our pension plan assets and the corresponding level of

hierarchy as of December 31, 2010 and 2009.

As of December 31, 2010

Assets:
Domestic eqUity .....cccooverreerrccecreeenernes
International equity
Core bonds .....cooevieeiirre e
High-yield bonds..........cccoevveveiicnnenennee
Real estate SeCUTIties......coveeeerrireereneniens
Hedge funds......ccocoevreeirccinrecnnnioneennnnns
Cash equivalents ..........coococceeoicccnnnncas

Total Assets Measured at Fair Value...........

As of December 31, 2009

Assets:
Domestic equity .......coccovireieincnnccnn.
International equity
Core bonds.....cceeevvvvvevireeeeee e
High-yield bonds..........coevvvveeininnee
Real estate securities
CommoOdities.......ccovuveeceeereeeeeereneerceiens
Cash equivalents.........ccccocrvcicncinicnne,

Total Assets Measured at Fair Value...........

Level 1 Level 2 Level 3 Total
(In Thousands)

$ — $ 117,250 $ 11,575 $ 128,825
— 44,834 — 44,834

— 183,361 — 183,361

— 28,819 1,200 30,019

— — 16,411 16,411

— — 25,764 25,764

— 3,019 — 3,019

$§ —  $377283 5 54950  § 432,233
$ 117,862 $ 20,663 $ 9310 $ 147,835
49,122 51,583 — 100,705
— 72,038 — 72,038

— 19,055 22,519 41,574

— — 14,518 14,518

— 20,719 — 20,719

— 6.854 — 6,854

$ 166,984 $190912 $ 46347 $ 404,243

The following table provides a reconciliation of pension plan assets measured at fair value using significant
level 3 inputs for the years ended December 31, 2010 and 2009.

Domestic High-yield Real Estate Hedge Net
Equity Bonds Securities Funds Balance
(In Thousands)
Balance as of December 31, 2009........ $ 9310 $ 22,519 § 14518 § — § 46,347
Actual gain (loss) on plan assets:
Relating to assets still held at the
reporting date .......oocvveeernriererienne. 75 (3,963) 2,117 864 (907)
Relating to assets sold during the
Jo15 ¢ 01« PR — 4,325 an — 4,248
Purchases, issuances and settlements ... 2.190 (21.,681) (147) 24.900 5.262
Balance as of December 31, 2010........ $§ 11575 § 1,200 § 16411 § 25764 $§ 54950
Balance as of January 1, 2009.............. h) 8422 § 16993 $§ 19985 § — $ 45,400
Actual gain (loss) on plan assets:
Relating to assets still held at the
reporting date .........ceeeeevrvrcerriennen (132) 4,991 (5,643) — (784)
Relating to assets sold during the
PETIOd i — 535 176 — 711
Purchases, issuances and settlements ... 1,020 — — — 1,020
Balance as of December 31, 2009........ $ 9310 § 22519 § 14518 $ — $_ 46,347
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The following table provides the fair value of our other post-retirement benefit plan assets and the
corresponding level of hierarchy as of December 31, 2010 and 2009.

As of December 31, 2010 Level 1 Level 2 Level 3 Total
(In Thousands)
Assets:
Domestic eqUILY -....cvveervrieereneeenrrriennns $ — § 45,766 $ — $§ 45,766
International equity ..........occocerrvinccrnnns — 11,280 — 11,280
Core bonds ....coovevevvieeeicriieeeie e — 29.938 — 29.938
Total Assets Measured at Fair Value.......... F $ 86984 $ — $ 86984

As of December 31, 2009

Assets:
Domestic €qQUItY .......ccccveerrereeveererieeiennns $ — $ 38,648 $ — $ 38,648
International equUity ......coccovvevvennnnriene. — 9,674 — 9,674
Core bonds ........ocevveeeeiierieiieiee e — 25,792 — 25,792
Total Assets Measured at Fair Value .......... 3 — $ 74,114 3 — $§ 74,114
Cash Flows

The following table shows the expected cash flows for our pension and other post-retirement benefit plans
for future years.

Expected Cash Flows Pension Benefits Post-retirement Benefits
To/(From) To/(From)
To/(From) Trust Company Assets To/(From) Trust Company Assets
(In Millions)

Expected contributions:
2011, $ 49.3 $ 2.0 $ 10.9 $ 0.1

Expected benefit payments
2011 e, $ (28.0) $ 2.0) $ (8.4) $ 0.1)
2012, (29.2) (2.0) (8.6) 0.1
2013 e (31.0) (2.0) (9.0) 0.1)
2014 .. (33.0) 2.1 9.5) 0.1)
2015 e (351 Q1D 9.9) 0.1
2016 —2020................. 217.7) (10.0) (52.1) 0.5

Savings Plans

We maintain a qualified 401(k) savings plan in which most of our employees participate. We match
employees' contributions in cash up to specified maximum limits. Our contributions to the plans are deposited with
a trustee and invested at the direction of plan participants into one or more of the investment alternatives we provide
under the plan. Our contributions totaled $7.4 million in 2010, $6.5 million in 2009 and $6.1 million in 2008.

Stock-Based Compensation Plans

We have a long-term incentive and share award plan (LTISA Plan), which is a stock-based compensation
plan in which employees and directors are ¢ligible for awards. The LTISA Plan was implemented as a means to
attract, retain and motivate employees and directors. Under the LTISA Plan, we may grant awards in the form of
stock options, dividend equivalents, share appreciation rights, RSUs, performance shares and performance share
units to plan participants. Up to five million shares of common stock may be granted under the LTISA Plan. As of
December 31, 2010, awards of 4,805,179 shares of common stock had been made under the plan.
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All stock-based compensation is measured at the grant date based on the fair value of the award and is
recognized as an expense in the consolidated statement of income over the requisite service period. The requisite
service periods range from one to ten years. The table below shows compensation expense and income tax benefits
related to stock-based compensation arrangements that are included in our net income.

Year Ended December 31,
2010 2009 2008
(In Thousands)
Compensation eXpense...........ccccocvcrvevevenn. § 11,321 $ 5,080 § 4,619
Income tax benefits related to stock-
based compensation arrangements.......... 4,481 2,011 1,830

We use RSU awards for our stock-based compensation awards. RSU awards are grants that entitle the
holder to receive shares of common stock as the awards vest. These RSU awards are defined as nonvested shares
and do not include restrictions once the awards have vested. There were no modifications of awards during the years
ended December 31, 2010, 2009 or 2008.

RSU awards with only service requirements vest solely upon the passage of time. We measure the fair
value of these RSU awards based on the market price of the underlying common stock as of the date of grant. RSU
awards with only service conditions that have a graded vesting schedule are recognized as an expense in the
consolidated statement of income on a straight-line basis over the requisite service period for the entire award.
Nonforfeitable dividend equivalents, or the rights to receive cash equal to the value of dividends paid on Westar
Energy's common stock, are paid on these RSUs awarded during the vesting period.

RSU awards with performance measures vest upon expiration of the award term. The number of shares of
common stock awarded upon vesting will vary from 0% to 200% of the RSU award, with performance tied to our
total shareholder return relative to the total shareholder return of our peer group. We measure the fair value of these
RSU awards using a Monte Carlo simulation technique that uses the closing stock price at the valuation date and
incorporates assumptions for inputs of the expected volatility and risk-free interest rates. Expected volatility is based
on historical volatility over three years using daily stock price observations. The risk-free interest rate is based on
treasury constant maturity yields as reported by the Federal Reserve and the length of the performance period. For
the 2010 valuation, inputs for expected volatility and risk-free interest rates ranged from 25.2% to 30.1% and 0.3%
to 1.4%, respectively. For these RSU awards, dividend equivalents accumulate over the vesting period and are paid
in cash based on the number of shares of common stock awarded upon vesting.

During the years ended December 31, 2010, 2009 and 2008, our RSU activity for awards with only service
requirements was as follows:

As of December 31,
2010 2009 2008

Weighted- Weighted- Weighted-

Average Average Average
Grant Date Grant Date Grant Date
Shares Fair Value Shares Fair Value Shares Fair Value

(Shares In Thousands)

368.8 $ 2198 727.4 $ 2086 984.2 $ 2311

366.4 22.14 83.5 18.33 38.7 25.46

(118.1) 24.81 (439.0) 19.43 (261.3) 28.11

Forfeited .......ovvvevvieeicreeeccvn i (16.7) 22.32 3.1) 20.63 (34.2) 35.49

Nonvested balance, end of year .................. 600.4 21.50 3688 21.98 7274 20.86

Total unrecognized compensation cost related to RSU awards with only service requirements was
$4.8 million as of December 31, 2010. We expect to recognize these costs over a remaining weighted-average
period of 1.9 years. The total fair value of RSUs vested and distributed during the years ended December 31, 2010,
2009 and 2008, was $2.7 million, $8.8 million and $6.2 million, respectively.
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During the years ended December 31, 2010, 2009 and 2008, our RSU activity for awards with performance
measures was as follows:

As of December 31,
2010 2009 2008
Weighted- Weighted- Weighted-
Average Average Average
Grant Date Grant Date Grant Date
Shares Fair Value ~ _ Shares =~ Fair Value _Shares  Fair Value
(Shares In Thousands)

Nonvested balance, beginning of year ........ — $ — — 5§ — — 5 —
Granted 366.0 2496 — — —
Vested..... 4.5) 23.32 — — — —
Forfeited (13.1) 24.99 — — — —
Nonvested balance, end of year 3484 24,98 — = —

Total unrecognized compensation cost related to RSU awards with performance measures was $4.0 million
as of December 31, 2010. We expect to recognize these costs over a remaining weighted-average period of 1.6
years. There were no RSUs vested and distributed during the years ended December 31, 2010, 2009 and 2008.

RSU awards that can be settled in cash upon a change in control are classified as temporary equity. As of
December 31, 2010 and 2009, we had temporary equity of $3.5 million and $3.4 million, respectively, on our

consolidated balance sheets. If we determine that it is probable that these awards will be settled in cash, the awards
will be reclassified as a liability.

Stock options granted between 1998 and 2001 are completely vested and have expired. There were no

options exercised and all remaining options were forfeited during the year ended December 31, 2010. We currently
have no plans to issue new stock option awards.

Another component of the LTISA Plan is the Executive Stock for Compensation program under which, in
the past, eligible employees were entitled to receive deferred common stock in lieu of current cash compensation.
Although this plan was discontinued in 2001, dividends will continue to be paid to plan participants on their
outstanding plan balance until distribution. Plan participants were awarded 6,627 shares of common stock for

dividends in 2010, 7,106 shares in 2009 and 5,283 shares in 2008. Participants received common stock distributions
of 1,198 shares in 2010, 563 shares in 2009 and 530 shares in 2008.

Income tax benefits resulting from the income tax deductions in excess of the related compensation cost

recognized in the financial statements is classified as cash flows from financing activities in the consolidated
statements of cash flows.
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12. WOLF CREEK EMPLOYEE BENEFIT PLANS
Pension and Other Post-retirement Benefit Plans

As a co-owner of Wolf Creek, KGE is indirectly responsible for 47% of the liabilities and expenses
associated with the Wolf Creek pension and other post-retirement benefit plans. KGE accrues its 47% share of Wolf
Creek's cost of pension and other post-retirement benefits during the years an employee provides service. The
following tables summarize the net periodic costs for KGE's 47% share of the Wolf Creek pension and other post-
retirement benefit plans.

Pension Benefits Post-retirement Benefits
As of December 31, 2010 2009 2010 2009
(In Thousands)
Change in Benefit Obligation:
Benefit obligation, beginning of year..........cccoccrveene. $ 111,033 $ 99,536 $ 9,574 $ 8,852
Service cost 4,144 3,643 179 188
Interest cost 6,941 6,401 519 538
Plan participants' contributions — — 554 439
Benefits paid...........coceernennne . (2,799) (2,273) (1,045) (1,151)
Actuarial losses... 12.141 3.726 363 708
Benefit obligation, end of year $ 131,460 $ 111,033 10,144 $ 9574
Change in Plan Assets:
Fair value of plan assets, beginning of year ............... $ 62,516 $ 45201 $ — $ —
Actual return on plan assets..........ceereererrrrereiareienes 10,082 12,109 —_ —
Employer CONtribution ..........c.c.oceeevverivveeneninecinen 6,044 7,310 — —
Benefits paid (2.556) (2,104) — —
Fair value of plan assets, end of year ...........cocvveeenee $ 76,086 $ 62,516 $ — $ —
Funded status, end of year...........cccoveeinerennsnincoenne $ (55374) $ (48,517) $ (0,144) $ (9,574)
Amounts Recognized in the Balance Sheets Consist of:
Current liability $ (256) $ (253) $ (689) $ (674)
Noncurrent liability.... (55.118) (48.264) (9.455) (8.900)
Net amount 1ecoOgnized ............ovrreeeerrveuerenenees $ (55,374) $ (48,517 $ (10,144) $ (9.574)
Amounts Recognized in Regulatory Assets Consist of:
Net actuarial loss $ 39,735 $ 34,857 $ 3,79 $ 3,709
Prior service cost 47 76 —_— —
Transition Obligation..........covevreecerirreeeireennrenereenes 52 109 115 173
Net amount recognized ............cocovernnvvernicicinnncns $ 39,834 $ 35042 £ 3911 s 3882
Pension Benefits Post-retirement Benefits
As of December 31, 2010 2009 2010 2009

(Dollars in Thousands)

Pension Plans With a Projected Benefit Obligation In
Excess of Plan Assets:
Projected benefit obligation..............ccoeeeecvirnrenreeens $ 131,460 $ 111,033 5 — $ —
Fair value of plan assets............cceevvvevvmrireeevinneeecienns 76,086 62,516 — —

Pension Plans With an Accumulated Benefit Obligation
In Excess of Plan Assets:
Accumulated benefit obligation ........c.ccooveeeeevcrirnne $ 106,684 $ 90,157 —
Fair value of plan assets.........ccoeeeccevvreeeenrieeeeeeernns 76,086 62,516 — —

Post-retirement Plans With an Accumulated Post-
retirement Benefit Obligation In Excess of Plan
Assets:
Accumulated post-retirement benefit obligation........ Ly — $ o $ 10,144 $ 9,574

Weighted-Average Actuarial Assumptions used to
Determine Net Periodic Benefit Obligation:
DiSCOUNL TALE ... serereeeicacr e st 5.45% 6.05% 4.90% 5.50%
Compensation rate INCIEASE ..........covevercrererererrenmnennee 4.00% 4.00% — —
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Wolf Creek uses a measurement date of December 31 for its pension and other post-retirement benefit
plans. In addition, Wolf Creek uses an interest rate yield curve that is constructed based on the yields on over 500
high-quality, non-callable corporate bonds with maturities between zero and 30 years. A theoretical spot rate curve
constructed from this yield curve is then used to discount the annual benefit cash flows of Wolf Creek's pension plan
and develop a single-point discount rate matching the plan's payout structure.

The prior service cost is amortized on a straight-line basis over the average future service of the active
employees (plan participants) benefiting under the plan at the time of the amendment. The net actuarial loss subject
to amortization is amortized on a straight-line basis over the average future service of active plan participants
benefiting under the plan without application of an amortization corridor.

Pension Benefits Post-retirement Benefits
Year Ended December 31, 2010 2009 2008 2010 2009 2008

(Dollars in Thousands)
Components of Net Periodic Cost:

Service COSt..oniinriiiiveerenennereeneea e $ 4,144 $ 3,643 $ 3,421 $ 179 $ 188 $ 203
INtErest COSt...vvviiiineererrerreeriieceeeereeas 6,941 6,401 5,680 519 538 517
Expected return on plan assets ........... (5,453) (4,976) (4,709) — — —
Amortization of unrecognized:
Transition obligation, net............. 57 57 57 58 58 58
Prior service costs . 29 43 57 — — —
Actuarial loss, net. 2,636 2,538 1.696 276 257 231
Net periodic cost before regulatory
adjustment .........cocoevvrnienieiniincncee 8,354 7,706 6,202 1,032 1,041 1,009
Regulatory adjustment... . (1.498) (945) — — — o
Net periodic COSt.......ccowererrrrerriaarcnrnne $_ 6,856 $ 6761 $ 6202 $ 1,032 $ 1,041 $_ 1,009
Other Changes in Plan Assets and
Benefit Obligations Recognized in
Regulatory Assets:
Current year actuarial (gain)/1oss ....... $ 7514 $ (3,407) $ 21,517 $ 363 $ 708 $ 362
Amortization of actuarial loss . (2,636) (2,538) (1,696) (276) (257) (231)
Amortization of prior service cost...... (29) (43) 57) — — —
Amortization of transition obligation . (37) (57 (57) (58) (58) (58)
Total recognized in regulatory assets . $ 479 $ (6,045) $ 19,707 $ 29 $ 393 3 73
Total recognized in net periodic cost
and regulatory assets.........coceue.e. $ 11,648 $ 716 3 25909 $ 1,061 S 1,434 $ 1,08

Weighted-Average Actuarial
Assumptions used to Determine Net
Periodic Cost:

Discount rate..........coovceevevivvneiiiienenns 6.05% 6.15% 6.15% 5.50% 6.05% 6.05%
Expected long-term retum on plan

8.00% 8.00% 8.25% — — —
4.00% 4.00% 4.00% — — —

Compensation rate increase

We estimate that we will amortize the following amounts from regulatory assets into net periodic cost in

2011.
Other
Pension Post-retirement
Benefits Benefits
(In Thousands)
Actuarial 108S.....cccoevnvvnnne $ 3,664 $ 281
Prior service cost .............. 16 _—
Transition obligation . 52 58
Total...cooeeererireeannes $ 3,732 $ 339

The expected long-term rate of return on plan assets is based on historical and projected rates of return for
current and planned asset classes in the plans' investment portfolios. Assumed projected rates of return for each
asset class were selected after analyzing long-term historical experience and future expectations of the volatility of
the various asset classes. Based on target asset allocations for each asset class, the overall expected rate of return for
the portfolios was developed, adjusted for historical and expected experience of active portfolio management results
compared to benchmark returns and for the effect of expenses paid from plan assets.
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For measurement purposes, we assumed annual health care cost growth rates were as follows.

As of December 31,
2010 2009
Health care cost trend rate assumed for next year..........c.cc....... 8.0% 8.0%
Rate to which the cost trend rate is assumed to decline (the
ultimate trend Tate) ..o.eeurrueeeeierseerreieere e 5.0% 5.0%
Year that the rate reaches the ultimate trend rate........ccccoveenee 2018 2018

The health care cost trend rate affects the projected benefit obligation. A 1% change in assumed health care
cost growth rates would have effects shown in the following table.

One-Percentage- One-Percentage-
Point Increase Point Decrease
(In Thousands)
Effect on total of service and interest Cost.........c.ooorvniiicenene. $ ®) $ 8
Effect on the present value of the projected benefit obligation.. (85) 79

Plan Assets

The Wolf Creek pension plan investment strategy supports the objective of the fund, which is to earn the
highest possible return on plan assets consistent with a reasonable and prudent level of risk. Investments are
diversified across classes, sectors and manager style to maximize returns and minimize the risk of large losses. Wolf
Creek delegates investment management to specialists in each asset class and, where appropriate, provides the
investment managers with specific guidelines, which include allowable and/or prohibited investment types.
Prohibited investments include investments in the equity or debt securities of the companies that collectively own
Wolf Creek or companies that control such companies, which includes our and KGE securities. Wolf Creek has also
established restrictions for certain classes of plan assets including that international equity securities should not
exceed 25% of total plan assets, no more than 5% of the market value of the plan assets should be invested in the
common stock of one corporation and the equity investment in any one corporation should not exceed 1% of its
outstanding common stock. Wolf Creek does not utilize a separate investment trust for the purpose of funding other
post-retirement benefits as it does for its pension plan.

The target allocations for Wolf Creek’s pension plan assets are 22% to international equity securities, 43%
to domestic equity securities, 25% to debt securities, 5% to real estate securities and 5% to commodity investments.
The investments in both international and domestic equity securities include investments in large-, mid- and small-
cap companies, private equity funds and investment funds with underlying investments similar to those previously
mentioned. The investments in debt securities include core and high-yield bonds. Core bonds include funds
invested in investment grade debt securities of corporate entities, obligations of U.S. and foreign governments and
their agencies, and private debt securities. High-yield bonds include a fund with underlying investments in non-
investment grade debt securities of corporate entities, private placements and bank debt. Real estate securities
include funds invested in commercial and residential real estate properties while commodity investments include
funds invested in commodity-related instruments.

Wolf Creek’s investments in equity, debt and commodity instruments are recorded at fair value using
quoted market prices or valuation models utilizing observable market data when available. A portion of the
investments is comprised of real estate securities that require significant unobservable market information to
measure the fair value of the investments. Real estate securities are measured at fair value using a combination of
market- and income-based models utilizing market discount rates, projected cash flows and the estimated value into

perpetuity.

Similar to other assets measured at fair value, GAAP establishes a hierarchal framework for disclosing the
transparency of the inputs utilized in measuring pension and other post-retirement benefit plan assets at fair value.
From time to time, the pension and post-retirement trusts may buy and sell investments resulting in changes within
the hierarchy. See Note 4, "Financial and Derivative Instruments, Trading Securities, Energy Marketing and Risk
Management," for a description of the hierarchal framework.
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The following table provides the fair value of KGE's 47% share of Wolf Creek’s pension plan assets and
the corresponding level of hierarchy as of December 31, 2010 and 2009.

As of December 31, 2010 Level 1 Level 2 Level 3 Total
(In Thousands)
Assets:
Domestic equity .......cccovreverreeerreeenens $ 31,492 $ — $ — $ 31,492
International equity ...........cooveveirinennne 9,036 9,597 — 18,633
Core bonds .....ooovveveeeecieevvrieeeeeceee e — 14,156 - 14,156
High-yield bonds........cccooceeinviviiiernnne 3,319 — — 3,319
Real estate securiti€s........oovvvvuvvrerennns — — 3,160 3,160
Commodities..........ccoervreevreeeeecinenann — 4,558 — 4,558
Cash equivalents .......ccccccocevverncneen. 1 767 768

Total Assets Measured at Fair Value...... $ 43,848 $ 29.078 $ 3160 $ 76,086

As of December 31, 2009
Assets:
Domestic equity .......ccccovevvernerrcncenene $ 24947 $ 3451 $ — $ 28,398
International equity .........cccccvvereenneenen. 8,021 4,458 — 12,479
Core bonds ....coeovereiee e — 11,864 — 11,864
High-yield bonds.......ccccoevevivrenrennnnn, 3,018 — _ 3,018
Real estate securities...........ccocevveennnen. — — 2416 2,416
Commodities..........coevreereeeeeereeerreenen, — 3,594 — 3,594
Cash equivalents ........cccccecvvverrererrenne 1 746 — 747

Total Assets Measured at Fair Value...... $ 35987 $ 24113 $ 2416 $ 62,516

The following table provides a reconciliation of KGE's 47% share of Wolf Creek’s pension plan assets
measured at fair value using significant level 3 inputs for the years ended December 31, 2010 and 2009.

Real Estate
Securities
(In Thousands)
Balance as of December 31, 2009........ $ 2,416
Actual gain (loss) on plan assets:
Relating to assets still held at the
reporting date..........ccoceeeevvecriiennnn. 393
Relating to assets sold during the
Period.......ccovveniiiicce e 2)
Purchases, issuances and settlements... 353
Balance as of December 31, 2010........ $ 3.160
Balance as of January 1, 2009.............. 3 —
Actual gain (loss) on plan assets:
Relating to assets still held at the
reporting date.......ccvvvevrevriceernnnnen (370)
Relating to assets sold during the
PEriOd . .ceeiieieiiieeeie e 6
Purchases, issuances and settlements... 2,780
Balance as of December 31, 2009........ $ 2,416

116



Cash Flows

The following table shows our expected cash flows for KGE's 47% share of Wolf Creek’s pension and
other post-retirement benefit plans for future years.

Expected Cash Flows Pension Benefits Post-retirement Benefits
To/(From) To/(From)
To/(From) Trust Company Assets To/(From) Trust Company Assets
(In Millions)

Expected contributions:
2011 e $ 11.0 $§ 02 $ — $ 0.7

Expected benefit payments:
2011 e $ 2.7 $ (0.2 $ — $ 0.7)
2012 e 3.1 0.2) — 0.7
2013 e 3.7 0.2) — (0.8)
2014 e 4.2) 0.2) — (0.8)
2015 e 4.9) 0.2) — (0.8)
2016 -2020................. (37.8) (1.1) — 4.2)

Savings Plan

Wolf Creek maintains a qualified 401(k) savings plan in which most of its employees participate. They
match employees' contributions in cash up to specified maximum limits. Wolf Creek's contributions to the plan are
deposited with a trustee and invested at the direction of plan participants into one or more of the investment
alternatives provided under the plan. KGE's portion of the expense associated with Wolf Creek's matching
contributions was $1.1 million in 2010, $1.1 million in 2009 and $1.0 million in 2008.

13. COMMITMENTS AND CONTINGENCIES

Purchase Orders and Contracts

As part of our ongoing operations and capital expenditure program, we have purchase orders and contracts,
excluding fuel, which is discussed below under "— Purchased Power and Fuel Commitments," that had an
unexpended balance of approximately $671.2 million as of December 31, 2010, of which $427.7 million had been
committed. The $427.7 million of commitments relates to purchase obligations issued and outstanding at year-end.

The yearly detail of the aggregate amount of required payments as of December 31, 2010, was as follows.

Committed

__ Amount

(In Thousands)

2011 e $ 268,496
2012 e 76,169
2013 e 47,895
Thereafter ......ccocooveevcennne 35.164
Total amount committed ........ $ 427724

Federal Clean Air Act

We must comply with the Federal Clean Air Act, state laws and implementing regulations that impose,
among other things, limitations on pollutants generated during our operations, including sulfur dioxide (SO,),
particulate matter, nitrogen oxides (NOx) and mercury. In addition, we must comply with the provisions of the
Federal Clean Air Act Amendments of 1990 that require reductions in SO, and NOx.
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Emissions from our generating facilities, including particulate matter, SO, and NOx, have been determined
by regulation to reduce visibility by causing or contributing to regional haze. Under federal laws, such as the Clean
Air Visibility Rule, and pursuant to an agreement with the Kansas Department of Health and Environment (KDHE),
we are required to install and maintain controls to reduce emissions found to cause or contribute to regional haze.

Under the Federal Clean Air Act, the Environmental Protection Agency (EPA) sets National Ambient Air
Quality Standards (NAAQS) for six criteria pollutants considered harmful to public health and the environment,
including particulate matter, NOx, ozone and SO;, which result from coal combustion. Areas meeting the NAAQS
are designated attainment areas while those that do not meet the NAAQS are considered nonattainment areas. In
2009, KDHE proposed to designate portions of the Kansas City area nonattainment for the 8-hour ozone standard,
which has the potential to impact our operations. Each state must develop a plan to bring nonattainment areas into
compliance with the NAAQS. NAAQS must be reviewed by the EPA at five-year intervals.

In 2010, the EPA strengthened the NAAQS for both NOx and SO,. We are currently evaluating what
impact this could have on our operations. If we are required to install additional equipment to control emissions at
our facilities, the revised NAAQS could have a material impact on our operations and consolidated financial results.

Environmental Projects

We will continue to make significant capital expenditures at our power plants to reduce regulated
emissions. The amount of these expenditures could change materially depending on the timing and nature of
required investments, the specific outcomes resulting from interpretation of existing regulations, new regulations,
legislation and the manner in which we operate the plants. In addition to the capital investment, in the event we
install new equipment, such equipment may cause us to incur significant increases in annual operating and
maintenance expense and may reduce the net production, reliability and availability of the plants. The degree to
which we will need to reduce emissions and the timing of when such emissions controls may be required is
uncertain. Additionally, our ability to access capital markets and the availability of materials, equipment and
contractors may affect the timing and ultimate amount of such capital investments.

The environmental cost recovery rider (ECRR) allows for the more timely inclusion in retail prices the costs
of capital expenditures associated with environmental improvements, including those required by the Federal Clean
Air Act. In order to change our prices to recognize increased operating and maintenance costs, however, we must
file a general rate case with the KCC. A recent order of the KCC indicated that it may be more appropriate to
recover environmental costs at La Cygne through the filing of a general rate case as opposed to the ECRR. This
could increase the time between making these investments and having them reflected in the prices we charge our
customers, as well as the amount we charge our customers. Our anticipated capital expenditures at La Cygne for
environmental equipment for 2011 through 2013 are $429.1 million.

Greenhouse Gases

Under EPA regulations finalized in May 2010, known as the tailoring rule, the EPA began regulating
greenhouse gas (GHG) emissions from certain stationary sources in January 2011. The regulations are being
implemented pursuant to two Federal Clear Air Act programs: the Title V Operating Permit program and the
program requiring a permit if undergoing construction or major modifications, which is referred to as the Prevention
of Significant Deterioration program (PSD). Obligations relating to Title V permits will include recordkeeping and
monitoring requirements. With respect to PSD permits, projects that cause a significant increase in GHG emissions
(currently defined to be more than 75,000 tons or more per year or 100,000 tons or more per year, depending on
various factors), will be required to implement best available control technology (BACT). The EPA has issued
guidance on what BACT entails for the control of GHGs and individual states are now required to determine what
controls are required for facilities within their jurisdiction on a case-by-case basis. We cannot at this time determine
the impact of these new regulations on our operations and consolidated financial results, but we believe the cost of
compliance with new regulations could be material.
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Renewable Energy Standard

In May 2009, Kansas enacted legislation that mandates, among other requirements, that more energy be
derived from renewable sources. In years 2011 through 2015 net renewable generation capacity must be 10% of the
average peak demand for the three prior years, subject to limited exceptions. This requirement increases to 15% for
years 2016 through 2019 and 20% for 2020 and thereafter. We have worked with third parties to develop
approximately 300 MW of qualifying wind generation facilities, which together with the use of renewable energy
credits, we expect to meet the 2011 requirement. On December 14, 2010, we announced that we reached two
separate agreements with third parties, subject to regulatory approval, to purchase under 20-year supply contracts the
renewable energy produced from approximately 370 MW of wind generation beginning in late 2012. We expect
these agreements, along with our prior development of wind generation facilities, will satisfy our net renewable
generation requirement through 2015 and contribute toward meeting the increased requirement beginning in 2016.

Manufactured Gas Sites

We have been identified as being partially responsible for remediating a number of former manufactured
gas sites located in Kansas. We and KDHE entered into a consent agreement governing all future work at these
sites. Under terms of the consent agreement, we agreed to investigate and, if necessary, remediate these sites.
Pursuant to an environmental indemnity agreement with ONEOK Inc. (ONEOK), the current owner of some of the
sites, ONEOK assumed total liability for remediation of seven sites and we share liability for remediation with
ONEOK for five sites. Our total liability for the five shared sites is capped at $3.8 million.

Our environmental liability for remediation of former manufactured gas sites in Missouri associated with
assets we divested many years ago had been limited to $7.5 million by the terms of an environmental indemnity
agreement with the purchaser of those assets. In June 2010, the purchaser agreed to reduce our maximum liability to
$2.5 million, which reflects our share of the purchaser's expected remediation costs. We have settled this liability.

EPA Lawsuit

Under Section 114(a) of the Federal Clean Air Act, the EPA has been conducting investigations nationwide
to determine whether modifications at coal-fired power plants are subject to the New Source Review permitting
program or New Source Performance Standards. These investigations focus on whether projects at coal-fired plants
were routine maintenance or whether the projects were substantial modifications that could reasonably have been
expected to result in a significant net increase in emissions. The New Source Review program requires companies to
obtain permits and, if necessary, install control equipment to address emissions when making a major modification
or a change in operation if either is expected to cause a significant net increase in emissions.
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In January 2004, the EPA notified us that certain projects completed at JEC violated certain requirements of
the New Source Review program. In February 2009, the Department of Justice, on behalf of the EPA, filed a lawsuit
against us in U.S. District Court in the District of Kansas asserting substantially the same claims. On January 25,
2010, we announced a settlement of the lawsuit. The settlement was filed with the court, seeking its approval, and
on March 26, 2010, the court entered an order approving the settlement. The settlement requires that we install a
selective catalytic reduction (SCR) on one of the three JEC coal units by the end of 2014. We estimate the cost of
this to be approximately $240.0 million. This amount could change materially depending on final engineering and
design. Depending on the NOx emission reductions attained by the single SCR and attainable through the
installation of other controls on the other two JEC coal units, we may have to install an SCR on another JEC unit by
the end of 2016, if needed to meet NOx reduction targets. Recovery of costs to install these systems is subject to the
approval of our regulators. We believe these costs are appropriate for inclusion in the prices we are allowed to
charge our customers. We will also invest $5.0 million over six years in environmental mitigation projects that we
will own. In 2009, we recorded as part of the settlement $1.0 million for environmental mitigation projects that will
be owned by a qualifying third party and a $3.0 million civil penalty.

FERC Investigation

We continue to respond to a non-public investigation by FERC of our use of transmission service between
July 2006 and February 2008. On May 7, 2009, FERC staff advised us that it had preliminarily concluded that we
improperly used secondary network transmission service to facilitate off-system wholesale power sales in violation
of applicable FERC orders and Southwest Power Pool (SPP) tariffs. FERC staff alleged we received $14.3 million
of unjust profits through such activities. We sent a response to FERC staff disputing both the legal basis for its
allegations and their factual underpinnings. Based on our response, FERC staff substantially revised downward its
preliminary conclusions to allege that we received $3.0 million of unjust profits and failed to pay $3.2 million to the
SPP for transmission service. On March 4, 2010, we sent a response to FERC staff disputing its revised conclusions.
We continue to believe that our use of transmission service was in compliance with FERC orders and SPP tariffs.
We are unable to predict the outcome of this investigation or its impact on our consolidated financial results, but an
adverse outcome could result in refunds and fines, the amounts of which could be material, and potentially could
alter the manner in which we are permitted to buy and sell energy and use transmission service.

Nuclear Decommissioning

Nuclear decommissioning is a nuclear industry term for the permanent shutdown of a nuclear power plant
and the removal of radioactive components in accordance with Nuclear Regulatory Commission (NRC)
requirements. 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 NRC
requires companies with nuclear plants to prepare formal financial plans to fund nuclear decommissioning. These
plans are designed so that sufficient funds required for nuclear decommissioning will be accumulated prior to the
expiration of the license of the related nuclear power plant. Wolf Creek files a nuclear decommissioning site study
with the KCC every three years.

The KCC reviews nuclear decommissioning plans in two phases. Phase one is the approval of the revised
nuclear decommissioning study including the estimated costs to decommission the plant. Phase two involves the
review and approval by the KCC of a "funding schedule" prepared by the owner of the nuclear facility detailing how
it plans to fund the future-year dollar amount of its pro rata share of the decommissioning costs.

The KCC approved Wolf Creek's most recent nuclear decommissioning site study in August 2009. Based
on the study, our share of decommissioning costs, including decontamination, dismantling and site restoration, is
estimated to be $279.0 million. This amount compares to the prior site study estimate of $243.3 million. The site
study cost estimate represents the estimate to decommission Wolf Creek as of the site study year. The actual nuclear
decommissioning costs may vary from the estimates because of changes in regulations and technologies as well as
changes in costs for labor, materials and equipment.

We are allowed to recover nuclear decommissioning costs in our prices over a period equal to the operating
license of Wolf Creek, which is through 2045. The NRC requires that funds sufficient to meet nuclear
decommuissioning obligations be held in trust. We believe that the KCC approved funding level will also be
sufficient to meet the NRC requirement. Our consolidated financial results would be materially adversely affected if
we were not allowed to recover in our prices the full amount of the funding requirement.
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We recovered in our prices and deposited in an external trust fund for nuclear decommissioning
approximately $3.1 million in 2010 and $2.9 million in both 2009 and 2008. We record our investment in the NDT
fund at fair value, which approximated $127.0 million as of December 31, 2010, and $112.3 million as of
December 31, 2009.

Storage of Spent Nuclear Fuel

Under the Nuclear Waste Policy Act of 1982, the Department of Energy (DOE) is responsible for the
permanent disposal of spent nuclear fuel. Wolf Creek pays into a federal Nuclear Waste Fund administered by the
DOE a quarterly fee for the future disposal of spent nuclear fuel. Our share of the fee, calculated as one-tenth of a
cent for each kilowatt-hour of net nuclear generation delivered to customers, was $4.0 million in 2010, $3.7 million
in 2009 and $3.5 million in 2008. We include these costs in fuel and purchased power expense on our consolidated
statements of income.

In March 2010, the DOE filed a motion to withdraw its application with the NRC to construct a national
repository for the disposal of spent nuclear fuel and high-level radioactive waste at Yucca Mountain, Nevada, which
would end the licensing process. An NRC board denied the DOE’s motion to withdraw its application in June 2010
and the DOE appealed that decision to the full NRC in early July 2010. The NRC has not yet decided that appeal.
The question of the DOE’s legal authority to withdraw its license application also is pending in multiple lawsuits
filed with a federal appellate court. Oral argument to the court is set for late March 2011. Wolf Creek has an on-site
storage facility designed to hold all spent fuel generated at the plant through 2025 and believes it will be able to
expand on-site storage as needed past 2025. We cannot predict when, or if, an alternative disposal site will be
available to receive Wolf Creek's spent nuclear fuel and will continue to monitor this activity.

Nuclear Insurance

We maintain nuclear insurance for Wolf Creek in four areas: liability, worker radiation, property and
accidental outage. These policies contain certain industry standard exclusions, including, but not limited to, ordinary
wear and tear and war. The nuclear liability and property insurance programs subscribed to by members of the
nuclear power generating industry no longer include industry aggregate limits for non-certified acts, as defined by
the Terrorism Risk Insurance Act, of terrorism-related losses, including replacement power costs. An industry
aggregate limit of $3.2 billion plus any reinsurance recoverable by Nuclear Electric Insurance Limited (NEIL), our
insurance provider, exists for property claims, including accidental outage power costs, for acts of terrorism affecting
Wolf Creek or any other nuclear energy facility property policy within twelve months from the date of the first act.
These limits are the maximum amount to be paid to members who sustain losses or damages from these types of
terrorist acts. In addition, industry-wide retrospective assessment programs (discussed below) can apply once these
insurance programs have been exhausted.
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Nuclear Liability Insurance

Pursuant to the Price-Anderson Act, which has been reauthorized through December 31, 2025, by the
Energy Policy Act of 2005, we are required to insure against public liability claims resulting from nuclear incidents
to the full limit of public liability, which is currently approximately $12.6 billion. This limit of liability consists of
the maximum available commercial insurance of $375.0 million, and the remaining $12.2 billion is provided through
mandatory participation in an industry-wide retrospective assessment program. Under this retrospective assessment
program, the owners of Wolf Creek are jointly and severally subject to an assessment of up to $117.5 million (our
share is $55.2 million), payable at no more than $17.5 million (our share is $8.2 million) per incident per year per
reactor. Both the total and yearly assessment is subject to an inflation adjustment based on the Consumer Price
Index and applicable premium taxes. This assessment also applies in excess of our worker radiation claims
insurance. The next scheduled inflation adjustment is scheduled for August 2013. In addition, Congress could
impose additional revenue-raising measures to pay claims.

Nuclear Property Insurance

The owners of Wolf Creek carry decontamination liability, premature nuclear decommissioning liability
and property damage insurance for Wolf Creek totaling approximately $2.8 billion (our share is $1.3 billion). This
insurance is provided by NEIL. In the event of an accident, insurance proceeds must first be used for reactor
stabilization and site decontamination in accordance with a plan mandated by the NRC. Our share of any remaining
proceeds can be used to pay for property damage, decontamination expenses or, if certain requirements are met,
including nuclear decommissioning the plant, toward a shortfall in the NDT fund.

Accidental Nuclear Outage Insurance

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
significant losses were incurred at any of the nuclear plants insured under the NEIL policies, we may be subject to
retrospective assessments under the current policies of approximately $26.2 million (our share is $12.3 million).

Although we maintain various insurance policies to provide coverage for potential losses and liabilities
resulting from an accident or an extended outage, our insurance coverage may not be adequate to cover the costs that
could result from a catastrophic accident or extended outage at Wolf Creek. Any substantial losses not covered by
insurance, to the extent not recoverable in our prices, would have a material adverse affect on our consolidated
financial results.

Fuel and Purchased Power Commitments

To supply a portion of the fuel requirements for our power plants, the owners of Wolf Creek have entered
into various commitments to obtain nuclear fuel and we have entered into various commitments to obtain coal and
natural gas. Some of these contracts contain provisions for price escalation and minimum purchase commitments.
As of December 31, 2010, our share of Wolf Creek's nuclear fuel commitments was approximately $45.3 million for
uranium concentrates expiring in 2017, $6.9 million for conversion expiring in 2017, $116.6 million for enrichment
expiring in 2024 and $44.7 million for fabrication expiring in 2024.

As of December 31, 2010, our coal and coal transportation contract commitments in 2010 dollars under the
remaining terms of the contracts were approximately $1.5 billion. The two largest contracts expire in 2013 and
2020, with the remaining contracts expiring at various times through 2020.

As of December 31, 2010, our natural gas transportation contract commitments in 2010 dollars under the
remaining terms of the contracts were approximately $179.8 million. The natural gas transportation contracts
provide firm service to several of our natural gas burning facilities and expire at various times through 2030.

We have purchase power agreements with the owners of two separate wind generation facilities located in
Kansas with a combined capacity of 146 MW. The agreements expire in late 2028 and early 2029 and provide for
our receipt and purchase of the energy produced at a fixed price per unit of output. We estimate that our annual cost
for energy purchased from these wind generation facilities will be approximately $19.5 million.
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14. ASSET RETIREMENT OBLIGATIONS
Legal Liability

We have recognized legal obligations associated with the disposal of long-lived assets that result from the
acquisition, construction, development or normal operation of such assets. The recording of AROs for regulated
operations has no income statement impact due to the deferral of the adjustments through the establishment of a
regulatory asset.

We initially recorded AROs at fair value for the estimated cost to decommission Wolf Creek (KGE's 47%
share), retire our wind generating facilities, dispose of asbestos insulating material at our power plants, remediate ash
disposal ponds and dispose of polychlorinated biphenyl (PCB)-contaminated oil.

The following table summarizes our legal AROs included on our consolidated balance sheets in long-term
liabilities.

As of December 31,
2010 2009
(In Thousands)
Beginning ARO .......coooiiiiiiiceeee e $ 119,519 $ 95,083
Liabilities INCUIred........cccceevviiveiviivieiiere e eereeesreen — 1,289
Liabilities settled ......ocooceoeiinnieccce e (738) (1,922)
Accretion expense 7,218 4,727
Increase in nuclear decommissioning ARO liability ...... — 20,342
Ending ARO.....coooeeeiioieieceeeeer et $ 125999 $ 119,519

As discussed in Note 13, "Commitments and Contingencies ~ Nuclear Decommissioning," Wolf Creek filed
a nuclear decommissioning study with the KCC in 2009. As a result of the study, we recorded a $20.3 million
increase in our ARO to reflect revisions to the estimated costs to decommission Wolf Creek.

Conditional ARO refers to a legal obligation to perform an asset retirement activity in which the timing
and/or method of settlement are conditional on a future event that may or may not be within the control of the entity.
We determined that our conditional AROs include the retirement of our wind generation facilities, disposal of
asbestos insulating material at our power plants, the remediation of ash disposal ponds and the disposal of PCB-
contaminated oil.

We have an obligation to retire our wind generation facilities and remove the foundations. The ARO
related to our wind generation facilities was determined based upon the date each wind generation facility was
placed into service.

The amount of the retirement obligation related to asbestos disposal was recorded as of 1990, the date when
the EPA published the "National Emission Standards for Hazardous Air Pollutants: Asbestos NESHAP Revision;
Final Rule."

We operate, as permitted by the state of Kansas, ash landfills at several of our power plants. The ash
landfills retirement obligation was determined based upon the date each landfill was originally placed in service.

PCB-contaminated oil is contained within company electrical equipment, primarily transformers. The PCB
retirement obligation was determined based upon the PCB regulations that originally became effective in 1978.

Non-Legal Liability — Cost of Removal
We recover in our prices the costs to dispose of plant assets that do not represent legal retirement

obligations. As of December 31, 2010 and 2009, we had $70.3 million and $68.1 million, respectively, in amounts
collected, but not yet spent, for removal costs classified as a regulatory liability.
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15. LEGAL PROCEEDINGS

In late 2002, one of our former executive officers resigned from his position and another executive officer
was placed on administrative leave from his position. Following the completion of an investigation and the
publication of a report prepared by a special committee of our board of directors, our board of directors determined
that their employment was terminated for cause. In June 2003, we filed a demand for arbitration with the American
Arbitration Association asserting claims against them arising out of their previous employment and seeking to avoid
payment of compensation not yet paid to them under various plans and agreements. They filed counterclaims
against us alleging substantial damages related to the termination of their employment and the publication of the
report of the special committee. As of December 31, 2010, we had accrued liabilities of $80.6 million for
compensation not yet paid to them and $8.3 million for legal fees and expenses they had incurred. As of December
31, 2009, we had accrued liabilities of $77.6 million for compensation not yet paid to them and $6.8 million for legal
fees and expenses they had incurred. The arbitration was stayed in August 2004 pending final resolution of criminal
charges filed by the United States Attorney's Office against them in U.S. District Court in the District of Kansas. In
August 2010, these criminal charges were dismissed and subsequently the stay of the arbitration was lifted. We
expect arbitration proceedings to conclude in 2011. We have reclassified about $54.0 million, comprised of various
elements of compensation, from other long-term liabilities to other current liabilities on our consolidated balance
sheet. We intend to vigorously defend against the counterclaims they filed in the arbitration. We are unable to
predict the ultimate amount of the compensation, legal fees or related amounts we may be required to pay them, or
the ultimate impact of these matters on our consolidated financial results.

We and our subsidiaries are involved in various other legal, environmental and regulatory proceedings. We
believe that adequate provisions have been made and accordingly believe that the ultimate disposition of such

matters will not have a material adverse affect on our consolidated financial results.

See also Note 3, "Rate Matters and Regulation," and Note 13, "Commitments and Contingencies."

16. COMMON AND PREFERRED STOCK

Activity in Westar Energy's stock accounts for each of the three years ended December 31 is as follows:

Cumulative
preferred Common

stock shares _ stock shares
Balance at December 31, 2007 214363 95,463,180
Issuance of common stock........... — _12,847.955
Balance at December 31, 2008 214,363 108.311,135
Issuance of common stock........... — 760.865
Balance at December 31, 2009 214363 109.072.000
Issuance of common stock........... — 3.056.068

Balance at December 31, 2010 214,363 112,128,068

Westar Energy's articles of incorporation, as amended, provide for 150,000,000 authorized shares of
common stock. As of December 31, 2010, we had 112,128,068 shares issued and outstanding.

Westar Energy has a direct stock purchase plan (DSPP). Shares sold pursuant to the DSPP may be either
original issue shares or shares purchased in the open market. During 2010, 2009 and 2008, Westar Energy issued
734,918 shares, 760,865 shares and 592,772 shares, respectively, through the DSPP and other stock-based plans
operated under the 1996 LTISA Plan. As of December 31, 2010 and 2009, a total of 2,590,942 shares and
3,196,816 shares, respectively, were available under the DSPP registration statement.

Common Stock Issuance
Through a Sales Agency Financing Agreement entered into with a broker dealer subsidiary of a bank in
2007, Westar Energy sold 1.2 million shares of common stock for $25.0 million in 2010 and 1.1 million shares of

common stock for $26.9 million in 2008. Westar Energy did not sell any shares of common stock under this
agreement during 2009.
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During 2010, Westar Energy entered into two separate forward sale agreements with banks. The use of a
forward sale agreement allows Westar Energy the means to minimize equity market uncertainty by pricing a
common stock offering under then existing market conditions while mitigating share dilution by postponing the
issuance of common stock until funds are needed. Westar Energy is also better able to match the timing of its
financing needs with its capital investment and regulatory plans. The forward sale transactions are entered into at
market prices; therefore, the forward sale agreements have no initial fair value. Westar Energy will not receive any
proceeds from the sale of common stock under the forward sale agreements until transactions are settled. Upon
settlement, Westar Energy will record the forward sale agreements within equity. Except in specified circumstances
or events that would require physical share settlement, Westar Energy is able to elect to settle any forward sale
transactions by means of physical share, cash or net share settlement, and is also able to elect to settle the forward
sale transactions in whole, or in part, earlier than the stated maturity dates. Currently, Westar Energy anticipates
settling the forward sale transactions through physical share settlement. The shares under the forward sale
agreements were initially priced when the agreements were entered into and are subject to certain fixed pricing
adjustments during the term of the agreements. Accordingly, assuming physical share settlement, Westar's net
proceeds from the forward sale transactions will represent the prices established by the forward sale agreements
applicable to the time periods in which physical settlement occurs.

Westar Energy entered into one such forward sale agreement on November 4, 2010. Under the terms of the
agreement, the bank, as forward seller, borrowed 7.5 million shares of Westar Energy's common stock from third
parties and sold them to a group of underwriters for $25.54 per share. Under an over-allotment option included in
the agreement, the underwriters purchased approximately 1.0 million additional shares on November 5, 2010, also
for $25.54 per share, which increased the total number of shares under the forward sale agreement to approximately
8.5 million shares. The underwriters receive a commission equal to 3.5% of the sales price of all shares sold under
the agreement. Westar Energy must settle the forward sale agreement within 18 months of the transaction date.
Assuming physical share settlement of this agreement at December 31, 2010, Westar Energy would have received
aggregate proceeds of approximately $206.2 million, net of commission, based on an average forward price of
$24.32 per share.

On April 2, 2010, Westar Energy entered into a new, three-year Sales Agency Financing Agreement and
forward sale agreement. The maximum amount that Westar Energy may offer and sell under the agreements is the
lesser of an aggregate of $500.0 million or approximately 22.0 million shares, subject to adjustment for share splits,
share combinations and share dividends. Under the terms of the Sales Agency Financing Agreement, Westar Energy
may offer and sell shares of its common stock from time to time through the broker dealer subsidiary, as agent. The
broker dealer receives a commission equal to 1% of the sales price of all shares sold under the agreement. In
addition, under the terms of the Sales Agency Financing Agreement and forward sale agreement, Westar Energy
may from time to time enter into one or more forward sale transactions with the bank, as forward purchaser, and the
bank will borrow shares of Westar Energy's common stock from third parties and sell them through its broker dealer.

Westar Energy must settle the forward sale transactions within a year of the date each transaction is entered. As of
December 31, 2010, Westar Energy had entered into forward sale transactions with respect to an aggregate of
approximately 5.4 million shares of common stock. As partial settlement of the forward sale transactions, Westar
Energy delivered approximately 0.5 million shares of common stock for proceeds of $10.4 million on October 14,
2010. On December 20, 2010, Westar Energy delivered approximately 0.7 million additional shares for proceeds of
$16.0 million as partial settlement of the forward sale transactions. Assuming physical share settlement of the
approximately 4.2 million remaining shares of common stock at December 31, 2010, Westar Energy would have
received aggregate proceeds of approximately $94.0 million, net of commission, based on an average forward price
of $22.16 per share.

On May 29, 2008, Westar Energy entered into an underwriting agreement relating to the offer and sale of
6.0 million shares of its common stock. On June 4, 2008, Westar Energy issued all 6.0 million shares and received
$140.6 million in total proceeds, net of underwriting discounts and fees related to the offering.

In 2008, Westar Energy also completed a forward sale agreement entered into in November 2007 by
delivering 5.1 million shares of common stock for proceeds of $123.0 million.

Westar Energy used the proceeds from the issuance of common stock to repay borrowings under its

revolving credit facility, with such borrowed amounts principally related to investments in capital equipment, as well
as for working capital and general corporate purposes.
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Preferred Stock Not Subject to Mandatory Redemption

Westar Energy's cumulative preferred stock is redeemable in whole or in part on 30 to 60 days' notice at our
option. The table below shows our redemption amount for all series of preferred stock not subject to mandatory
redemption as of December 31, 2010.

Total
Principal Call Cost
Rate Shares Qutstanding Price Premium to Redeem
(Dollars in Thousands)
4.500% 121,613 $12,161 108.0% $ 973 $13,134
4.250% 54,970 5,497 101.5% 82 5,579
5.000% 37,780 3,778 102.0% 76 3.854
$21436 $1,131 $22,567

The provisions of Westar Energy's articles of incorporation, as amended, contain restrictions on the
payment of dividends or the making of other distributions on its common stock while any preferred shares remain
outstanding unless certain capitalization ratios and other conditions are met. If the ratio of the capital represented by
Westar Energy's common stock, including premiums on its capital stock and its surplus accounts, to its total capital
and its surplus accounts at the end of the second month immediately preceding the date of the proposed payment of
dividends, adjusted to reflect the proposed payment (capitalization ratio), will be less than 20%, then the payment of
the dividends on its common stock, including the proposed payment, during the 12-month period ending with and
including the date of the proposed payment shall not exceed 50% of its net income available for dividends for the 12-
month period ending with and including the second month immediately preceding the date of the proposed payment.
If the capitalization ratio is 20% or more but less than 25%, then the payment of dividends on its common stock,
including the proposed payment, during the 12-month period ending with and including the date of the proposed
payment shall not exceed 75% of its net income available for dividends for the 12-month period ending with and
including the second month immediately preceding the date of the proposed payment. Except to the extent permitted
above, no payment or other distribution may be made that would reduce the capitalization ratio to less than 25%.

The capitalization ratio is determined based on the unconsolidated balance sheet for Westar Energy. As of
December 31, 2010, the capitalization ratio was greater than 25%.

So long as there are any outstanding shares of Westar Energy preferred stock, Westar Energy shall not
without the consent of a majority of the shares of preferred stock or if more than one-third of the outstanding shares
of preferred stock vote negatively and without the consent of a percentage of any and all classes required by law and
Westar Energy's articles of incorporation, declare or pay any dividends (other than stock dividends or dividends
applied by the recipient to the purchase of additional shares) or make any other distribution upon common stock
unless, immediately after such distribution or payment the sum of Westar Energy's capital represented by its
outstanding common stock and its earned and any capital surplus shall not be less than $10.5 million plus an amount
equal to twice the annual dividend requirement on all the then outstanding shares of preferred stock.
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17. VARIABLE INTEREST ENTITIES

Effective January 1, 2010, we adopted accounting guidance that amends the consolidation criteria for VIEs.
The amended guidance requires a qualitative assessment rather than a quantitative assessment in determining the
primary beneficiary of a VIE. A qualitative assessment includes understanding the entity's purpose and design,
including the nature of the entity's activities and the risks that the entity was designed to create and pass through to
its variable interest holders. A reporting enterprise is deemed to be the primary beneficiary of a VIE if it has (a) the
power to direct the activities of the VIE that most significantly impact the VIE's economic performance and (b) the
obligation to absorb losses or right to receive benefits from the VIE that could potentially be significant to the VIE.
The primary beneficiary of a VIE is required to consolidate the VIE. We have concluded that trusts holding assets
we lease, which include the 8% interest in JEC, the 50% interest in La Cygne unit 2 and railcars we use to transport
coal to some of our plants, are VIEs of which we are the primary beneficiary. With the consolidation of these VIEs,
we ceased accounting for these transactions as leases. See Note 18, "Leases,"” for additional information.

We assess all entities with which we become involved to determine whether such entities are VIEs and, if
so, whether or not we are the primary beneficiary of such entities. We also continuously assess whether we are the
primary beneficiary of the VIEs with which we are involved. Prospective changes in facts and circumstances may
cause us to reconsider our determination as it relates to the identification of the primary beneficiary.

8% Interest in Jeffrey Energy Center

Under an agreement that expires in January 2019, we lease an 8% interest in JEC from a trust. The trust
was financed with an equity contribution from an owner participant and debt issued by the trust. The trust was
created specifically to purchase the 8% interest in JEC and lease it to a third party, and does not hold any other
assets. We meet the requirements to be considered the primary beneficiary of the trust. In determining the primary
beneficiary of the trust, we concluded that the activities of the trust that most significantly impact its economic
performance and that we have the power to direct include (1) the operation and maintenance of the 8% interest in
JEC, (2) our ability to exercise a purchase option at the end of the agreement at the lesser of fair value or a fixed
amount and (3) our option to require refinancing of the trust's debt. We have the potential to receive benefits from
the trust that could potentially be significant if the fair value of the 8% interest in JEC at the end of the agreement is
greater than the fixed amount. The possibility of lower interest rates upon refinancing the debt also creates the
potential for us to receive significant benefits.

50% Interest in La Cygne Unit 2

Under an agreement that expires in September 2029, KGE entered into a sale-leaseback transaction with a
trust under which the trust purchased KGE's 50% interest in La Cygne unit 2 and subsequently leased it back to
KGE. The trust was financed with an equity contribution from an owner participant and debt issued by the trust.
The trust was created specifically to purchase the 50% interest in La Cygne unit 2 and lease it back to KGE, and
does not hold any other assets. We meet the requirements to be considered the primary beneficiary of the trust. In
determining the primary beneficiary of the trust, we concluded that the activities of the trust that most significantly
impact its economic performance and that we have the power to direct include (1) the operation and maintenance of
the 50% interest in La Cygne unit 2, (2) our ability to exercise a purchase option at the end of the agreement at the
lesser of fair value or a fixed amount and (3) our option to require refinancing of the trust's debt. We have the
potential to receive benefits from the trust that could potentially be significant if the fair value of the 50% interest in
La Cygne unit 2 at the end of the agreement is greater than the fixed amount. The possibility of lower interest rates
upon refinancing the debt also creates the potential for us to receive significant benefits.
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Railears

Under two separate agreements that expire in May 2013 and November 2014, we lease railcars from trusts
to transport coal to some of our power plants. The trusts were financed with equity contributions from owner
participants and debt issued by the trusts. The trusts were created specifically to purchase the railcars and lease them
to us, and do not hold any other assets. We meet the requirements to be considered the primary beneficiary of the
trusts. In determining the primary beneficiary of the trusts, we concluded that the activities of the trusts that most
significantly impact their economic performance and that we have the power to direct include the operation,
maintenance and repair of the railcars and our ability to exercise a purchase option at the end of the agreements at
the lesser of fair value or a fixed amount. We have the potential to receive benefits from the trusts that could
potentially be significant if the fair value of the railcars at the end of the agreements is greater than the fixed
amounts, Our agreements with these trusts also include renewal options during which time we would pay a fixed
amount of rent. We have the potential to receive benefits from the trusts during the renewal periods if the fixed
amount of rent is less than the amount we would be required to pay under a new agreement.

Financial Statement Impact

As of December 31, 2010, we had recorded the following assets and liabilities on our consolidated balance
sheet as a result of consolidating the VIEs described above.

As of December 31, 2010 Dollar Amount
(In Thousands)

Assets:

Property, plant and equipment of variable interest entities, net........... $ 345,037

Regulatory assets (@)......ceoceviriinerirrieninreienrceesreencee e 3,963

Liabilities:

Current maturities of long-term debt of variable interest entities ........ $ 30,155

ACCTUEA INLETESE (D) vveuververveniiieeiirieereerere ettt ettt eeesaaenen s 5,064

Long-term debt of variable interest entities, net ...........cccecveeeveiveenenes 278,162

(a) Included in other regulatory assets on our consolidated balance sheet.
(b) Included in accrued interest on our consolidated balance sheet.

All of the liabilities noted in the table above relate to the purchase of the reported property, plant and
equipment. The assets of the VIEs can be used only to settle obligations of the VIEs and the VIEs' debt holders have
no recourse to our general credit. We have not provided financial or other support to the VIEs and are not required
to provide such support. We did not record any gain or loss upon initial consolidation of the VIEs.

Additionally, the consolidation of these VIEs affected the presentation of our consolidated statements of
cash flows. A portion of lease expenditures previously presented as operating cash flows is now allocated between
operating and financing cash flows. Total cash flows did not change.

18. LEASES

As discussed in Note 17, "Variable Interest Entities," the adoption of new accounting guidance effective
January 1, 2010, eliminated the lease accounting we previously reported for our 8% interest in JEC, our 50% interest
in La Cygne unit 2 and railcars we use to transport coal to some of our plants. As a result, future commitments
under operating leases, minimum annual rental payments under capital leases and recorded capital lease assets have
decreased significantly. However, we remain contractually obligated to meet our future commitments and to make
annual payments in accordance with the lease agreements that relate to these assets.

Operating Leases

We lease office buildings, computer equipment, vehicles, railcars and other property and equipment. These
leases have various terms and expiration dates ranging from one to 20 years.
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In determining lease expense, we recognize the effects of scheduled rent increases on a straight-line basis

over the minimum lease term. The rental expense and estimated future commitments under operating leases are as
follows.

Total
Operating
Year Ended December 31, Leases
(In Thousands)

Rental expense:

2008 ..o § 38,870
2009 Lo 38,096
20010 i 15,464

2001 ottt $ 12,940
2012 1ottt s s e 14,192
2013 et s s 11,973
2014 <ot 9,996
2015 et e 7,879
Thereafter.....ocoveieiiieneni e 21,936

Total future commitments........cocceevveererriernenen. $ 78916

Capital Leases

We identify capital leases based on defined criteria. For both vehicles and computer equipment, new leases
are signed each month based on the terms of master lease agreements. The lease term for vehicles is from two to
seven years depending on the type of vehicle. Computer equipment has a lease term of four to five years.

Assets recorded under capital leases are listed below.

December 31,
2010 2009

(In Thousands)
Vehicles ..o, $ 12,504 $ 18,991
Computer equipment and software ........... 5,551 4,640
JEC 8% interest (@) ...covveverereervrvercrreneens — 118,623
Accumulated amortization .................o...... (8.744) (21.736)

Total capital leases ..........ccoocevrvvecenecns $ 9,311 $ 120518

(a) As discussed in Note 17, "Variable Interest Entities," the adoption of new
accounting guidance effective January 1, 2010, eliminated the lease accounting
we previously reported for our 8% interest in JEC.
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Capital lease payments are treated as operating leases for rate making purposes. Minimum annual rental
payments, excluding administrative costs such as property taxes, insurance and maintenance, under capital leases are
listed below.

Total Capital
Year Ended December 31, Leases
(In Thousands)
20T T et ettt et ekt s h e ene e enees $ 2,110
2002 sttt s st ae e et r e 2,213
2003 e e e et ee e et nee s et r et saeaee 1,908
2004 ettt e e e e e e ne e 1,792
2005 et e r et ek ae e e 1,391
TRETEATTET ..cvivverieieie sttt et st e ettt srtene s s re e nae e 1,157
10,571
Amounts representing imputed iNtETESt.........cccverrreererirreeienirenne e (1.260)
Present value of net minimum lease payments under capital leases........... 9,311
LeSS: CUTTENE POTHION ... .eeoveiiierrieeeeseeeneeir it teteeeee s easaaesaeesreesseesaeesreeessesaeesnnans 1,797
Total long-term obligation under capital 1€aSes..........cceeverveenierierinnicecinenenenns $ 7,514

19. DISCONTINUED OPERATIONS — Sale of Protection One, Inc.

In January 2009, the Joint Committee on Taxation of the U.S. Congress approved a settlement with the IRS
Office of Appeals regarding the re-characterization of a portion of the loss we incurred on the sale of Protection One,
Inc. (Protection One), a former subsidiary, from a capital loss to an ordinary loss. The settlement involved a
determination of the amount of the net capital loss and net operating loss carryforwards available as of December 31,
2004, to offset income in years after 2004, In March 2009, we filed amended federal income tax returns for years
2005, 2006 and 2007 to claim a portion of the income tax benefits from the net operating loss carryforward. We
expect to realize the remainder of the income tax benefits from the net operating loss carryforward in future years.
We recorded a non-cash net earnings benefit of approximately $33.7 million, net of $22.8 million we paid Protection
One, in discontinued operations in 2009 in recognition of this settlement.
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20. QUARTERLY RESULTS (UNAUDITED)

Our electric business is seasonal in nature and, in our opinion, comparisons between the quarters of a year
do not give a true indication of overall trends and changes in operations.

2010 First
Revenues (b) .....ooeceeeeiveeiicee e v $ 459,830
Net Income (B) ..vevveeerreieerirereeseeeee e 31,682
Net income attributable to common stock (b)... 30,438
Per Share Data (b):

Basic:

Earnings available......c.coococeeveinieccnnne. $ 0.27

Diluted:

Eamings available..........cccoccovnveccencncnns $ 0.27
Cash dividend declared per common share....... $ 0.31
Market price per common share:

High oo § 2278
LOW .ottt $ 2056

Second
(In Thousands, Except Per Share Amounts)

$495,181
54,530
53,069

$ 047

$ 047

$ 031

$ 2393
$ 21.08

Third (a) Fourth
$ 644,437 $ 456,723

115,863 6,550

114,502 4,919
$ 1.02 $ 0.04
$ 1.01 $ 0.04
$ 0.31 $ 0.31
$ 2464 $ 25.90
$ 2122 $ 24.21

(a) Inthe third quarter of 2010, net income and net income attributable to common stock increased compared to the
same period last year due principally to warmer than normal weather in our service territory paired with extremely
cool weather during the third quarter of 2009. As measured by cooling degree days, the weather during the third
quarter of 2010 was 63% warmer than the same period last year and 20% warmer than the 20-year average.

(b) Items are computed independently for each of the periods presented and the sum of the quarterly amounts may not

equal the total for the year.

131



2009 First (a) Second Third Fourth (a)
(In Thousands, Except Per Share Amounts)

Revenues (D) ...coovveererrineeniiceeee e, $ 421,767 $467,812 $ 528,534 $ 440,118
Net income (D) c..cvecevviviieieiieceniccn e 44,164 38,386 81,142 11,384
Results of discontinued operations, net of tax .. 32,978 _— — 767
Net income attributable to common stock (b)... 43,922 38,144 80,900 11,142
Per Share Data (b):
Basic:
Earnings available................cccoeviinnnnnnns $ 0.40 $ 035 $ 0.73 $ 0.10
Diluted:
Earnings available.............cccceeeeernnrnnnnns $ 0.40 $ 035 $ 0.73 $ 0.10
Cash dividend declared per common share....... $ 0.30 $ 030 $ 0.30 $ 0.30
Market price per common share:
High oo $ 2110 $ 1932 § 2156 $ 22.30
LOW ..ot st $ 1486 $ 16.60 § 17091 $ 18.91

(a) In the first and fourth quarters of 2009, we recognized net earnings benefits from discontinued operations of
approximately $33.0 million and $0.8 million, respectively, due to the re-characterization of a portion of the loss
we incurred on the sale of Protection One, a former subsidiary, from a capital loss to an ordinary loss.

(b) TItems are computed independently for each of the periods presented and the sum of the quarterly amounts may not
equal the total for the year.
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Westar Energy, Inc. Attachment B(6)
Ringfencing Compliance Filing

May 31, 2011

Report requirements:

B. Each jurisdictional public utility shall provide annually by May 31* the following
information using diagrams, schedules or narrative discussion as may be appropriate:

6. To the extent financial separations are maintained for either legal or financial
accounting purposes and at a level in which financial statements are reasonably
capable of being produced by the utility's accounting system, each jurisdictional
public utility shall file a summary of financial ratios as of the end of the last
completed fiscal year, as described by way of example in the attachment to these
rules and consistent with the method used to report such information to the principal
bond rating agency or Standard & Poors for (1) consolidated utility operations; (2)
consolidated non-regulated operations; and (3) consolidated corporate financials.

Westar Energy Response:

A responsive summary of financial ratios for Westar Energy, Inc. (consolidated), Westar Energy,
Inc. (standalone) and Kansas Gas and Electric Company are attached. Pursuant to the exception
stated on Page 4 of the Report regarding entities comprising less than 10% of the consolidated
assets or 10% of the consolidated revenues of the parent jurisdictional public utility, financial
ratios regarding consolidated non-regulated operations are not attached.



Westar Energy, Inc. Consolidated

Summary of Consolidated Entity Financial Ratios
For Fiscal Year Ending 12-31-2010

Total Debt

Ratio Description Westar Ratio
Total Debt to Total Capitalization 57.1 %
Funds from Operations Interest Coverage 42X
Funds from Operations as a Percent of 21.4%




Westar Energy, Inc. Standalone

Summary of Westar Stand-Alone Financial Ratios
For Fiscal Year Ending 12-31-2010*

Ratio Description Westar Ratio
Total Debt to Total Capitalization 43.7 %
Funds from Operations Interest Coverage 54X
Funds from Operations as a Percent of 242 %
Total Debt

Kansas Gas and Electric Company

Summary of KGE Stand-Alone Financial Ratios
For Fiscal Year Ending 12-31-2010*
Ratio Description Westar Ratio
Total Debt to Total Capitalization 49.7 %
Funds from Operations Interest Coverage 33X
Funds from Operations as a Percent of 15.8%
Total Debt

* The Westar and KGE stand-alone ratios are being calculated and provided specifically
for purposes of meeting the Commission’s ringfencing information submittal requirements.
These stand-alone ratios are not calculated in the normal course of business and they are not
provided to any rating agency.



