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MEMORANDUM
John C. Daviszh
May &, 1958

'lln: Mr Jahn K. Rosanberg

Re.  Westemn Resources, Inc.
Spiit-Dollar Insursnce Benedfit Program
(1998)

Thomas R Brous and [ have prepared the spin-dollar insurnee agrzoment in
mdmwﬂhmmmdumbdnmumummzumhﬁmmumdﬂm
y?upm\ndedmus. The attached mesnorandum deseribes the conclusons reeched at 2

esting of a nurnber of exacurivas of Western Resources, Ine. (the “Campany™) and a qumber
of its advisers on Mareh 31, 1998,

The program has a aumber of regulatary, accopniting, and mx issues which,
‘Tom and ] understand, were discussed at the Mazeh 31 meeting.

Amuong the =x isnues are the following:

1.  Whais ime of recognition of incame by exemurive?
2 Time of signing agreement,
b Time opticn is firss exercisable;
t Time of exerrise of opuon.
d Other.

2 ‘What deducticn, if eny, may be taken for ix purposes by the Compeny
and tirme of such deduction?
a Paymen of campensation at time of execise;
b Purchase of capital asser a1 time of excevcise.

Our inderstndings are that Wesen Resources, Inc, has smployed Arthur
Andersan & Co. 1o be fts advisers with respect to the tax issues for the Company and for the

ives in connection with tns plan, and that Wegzn Rascurces, Inc. has smployed a jaw
:mn ather tham ours o adwvise it with respest 1o the repornng end securities iasues associated
wnﬂithsmmofmﬁlmpmmedmdathemmasm Our respansibility is o
mﬂuespkbdnllwmmsubgmmmmdmmmhyappmwm officers of

Resgurces, Ing , its tax advisers, mnd its secorities law advisers  You have nor asked

usio give advice wath vespect to tax of sacurives issuss, bur we would be happy to do so if
yoit request us to provide that service.
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Since we were not az the March 31 mesting, as background in connecton with
the preparation of the agresment, Tom and I spoke with you, Jokn Lathrop (AA), Kase Weich
¢AA), Al Hagemann (AA), John Ridings Les (Mamgement Compensation Group), Jim
Barhero (MCG), and Eugenia DeBuney (Transamenca).

We have not bezn ahle ta obmin a copy of 2 propased policy ar the economic
terens of a policy.

The forma of the ovenll docmment is as fallows:

1 Western Resources and six execives will enter ints eontracts
idiog for cartain benefits.

3 Each of the six executives will not recerve the unpaid portien of the
1997 shon-term incentive that has aot beey paid to date.

1 For purposes of the Western Resources, Inc. Executive Salary
ontinuation Plan (reviscd July 1, 1996), compensatian for cach of the six exesutives will not
ifclude the unpmd porton of the 1997 shart-term incentive cash compensation. In addinen,
ee exccutives will agree to weat the paid partion of the 1997 shan-term incentive cash
compensanen as zero for puspesas of computing compensation under the provinons of that
iva alery continuation plan

4. The Company will purchase palicies of Efs insuranes on the hves of

e?:hufﬂ:msixumves. A single premium detenmined 1o be reasanably likely to be the

ﬁpqmcmmwhﬁapnqumhmﬂ:hym:m. The Company will own
pelicy.

5. The Company will by endarsement permnir the insured executive {or his
assipnes) to deugnate the beneficiary with respest to the porton of the death benefit that

the grexier of the premiums paid by the carporanion or the eash valye of the palicy 2
time of the death of the sxecutive. .

& The panties anticipme thar the execurive will have to wazt as income the
value of fermeinsurance coverage equal to the smount of the bencfit which the executive
cduld designate az a partizular ime. The Company will “gross up® this amount by cash
mﬂmhmﬁua:hym. Any other jtems of taxable income 10 the execunve

hung from this plan will not be “zrossed up,”  We have not provided far this “gross up® in
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split-dafiar agreemnans, since we suggest the "gross up* simply be a matrer of sdjusting
gach execimyve's compensation.

7. Trom mmd after tha first o occur of the expiration of thres years from the
xa of the issuanee of the policy or the begiznmg of the first calender year followmg the year
the executive's retiranent (provided, in either case, tha sxecutive is then exther an officer or
sider of the Cortpanty), the executive &1 tne time in whole or & several imes m part
Ty direet the Company to dismibuts w the executive 2 amount equal to $1.00 for each

.50 his of dexth benafits (not toral dearh benefin) under sach policy, 2nd upon such payment
the Campany of the $1.C0 porticn, the executtve will rangfer 1o the Company the

cutive's right with respest to sach 51,50 pot (or all) of such death benefis.

8. This program can be terminated by ths agreemem of the Company and
the executive,

Transamerica requests tha ihe applicmion for each policy confain a request for
an endorsement o refiect the respective rights in each palicy.

Deferrad compensation agreemerns for ERISA purposss, a cna-time filing with
DOL is required. Split+dollar insurance only agreemens need not be fijed

The execunves are thege:

lohn B Hayes Jr
David C. Wating
Normm E. Jackaon
Steven L. Kitchen
Carl M. Koupal, Jr.
John M. Rosenberg

WS043382

WS043382



WY-03-28 14:03 . r.22 L i) lot-13b
Var-06=00 0::0Tm  Froa-soul ROSENRERG-wyy =32 e A2

REDACTED

AGREEMENT between Western Resourees, Inc., 3 Kansag corporation (Western), and Wesar
Capinl, Inc_, 2 Xansas corporation (Westar), made this 31 day of January, 1998

WHEREAS, Westar, a whally owned subsidiary aof Western wishes 1o secure from fime 1o tme
the bencfits of advice and assismnce of the executive officers of Western (Officers), as such
Officers may be available, gnd

WHEREAS, Western wishes 10 defray cemain costs assaciated with its propram of insurance
adopted for such Officers as hereinafier identified and wo make the benzefits of the advice and
asyistance of such Officers avaiiable to Westar as such Officers may be avaitable,

NQW, THEREFORE, ir consideration of the premises herein contzined, Western and Wesiar
agree as follows:

1. Westar shall, upon nezification by Western 1hat such amounts are paysbie, pay to or for
the sccount of such innurance carrier o carriers as have issped insurance policies
pursuant to a program adapted by Western on Janpary _, 1998, for the benefit of the
Officers and Wastern, the arnounts then due as premiums on such policies in such manner
as 10 keep the paolicies in full force at their ipirial face amoums.

2, Payments made by Wesar as provided in paragraph 1 shove shall be made in a timely
manner 5o &s Dol {0 cause any such insorance policy 1o be in defanlt

3. Shogpld Wesar fail 10 pry any premium when dee afier natce from Western, Westemn
may pay such premium, and the amewnt so paid shall be repaid w Western by Westar as
soou a8 possible thereafier. While any such amount is payable by Westar, it shall bear
intayest at the rate applicable to balances outstanding under the line of credit extended to
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Westar by Westem, if any, ar , if oo such line of credit 15 in foree, then ar » rate equal to
prime rate plus TW0 pertent. A

4. At such time as Westem receives proceeds fram the insurapee policses designed 1o remurs
o Western the amount of premiums paid thereon, Westarn shall pay wo Westar an amount
of such proceeds in proportion o the premiums paid by Westar as a percentage of the
total premiums paid co the policies,

5. Western thal] make its Officers available 1o Westar for advice and assisance as requested
by Westar for maners within each such Officer’s field of expertise, pravided thar such
Officer is nat otberwise occupied with the busimess of Western. Western and Westar
shall cooperase 16 coardinae the demands an such Officers so as 10 best accommodate the
needs of both parties, it being undersiood, bowever, thar Wesiem's requirements of the
Officers shal] 1ake precedence,

6. At 2}l times when the Officers arz providing advice and assistance to Westaz, they shall
be employsd by Western and not Westar, and Western shall be a cantractor with respect
to adl such work. Westar shall aot be liable for the payment w the Officers of any
compensarion or benefits, aor shall it be respansible for any payrall or similar taxes, alt of
which shall be the responsibility of Western

T The considerarion provided by Westar in this agreement s for the availability of the
Officers anly, and shzll be in addition m any hourly charges or allocations for dme
acrually spent by such Officers in advising and assising Westar,

8 The Officers shall be thurd party beneficizries 1o this agreernent and shall each have a
right of sction directly against Westr for enforcement of any of its terms. Westar will
pay any sromeys fees and other cons incurred by Western or the Officers, tocluding their
respective heirs, successars and assigns, in the enforcement of any provision of this

agresment,
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10,

1.

Westar shall indemnify and hold harmiess Wesnizm and the Officers. including their
respective heirs, successors and assigns, fram xnd against any loss, claim, cxuse of action,
injury, dumage or liabiliry, including atorneys fees and other oosts, ansing in any way
from services made available parsysnt 1o fhus agzeement or the perfarmance or breach of
this agreement by Westar,

This agreement shall remain in foree, unisss rminated by the murual consent of Westar,
Westesn and each of the Officers, 1unzil the last day of the siah year afier all insurance
proceeds kave been disyibuted under the respective palicics ar the palicies have been
rerminated with the eonsent of Western and the Officers.

For purposes of this agreement, the Officers shall include the following John E. Hayes,
Jr., Chairman sng Chisf Exerutive Officer, David Winig, Prsident, Steven Kitchen,
Executive Vice President and Chief Financial Officer, Cari Koupal, Exeentive Viee -
President and Chief Administrarive Officer, Nornan Jackson, Executive Vice President,
Electric Operarions and Jolm Rosenberg, Execurive Vice President and General Counsel.
Changes in such ritles afiey the dave bereaf shall pot affect the respective rights and
obligarions of ke parties herero.

This agreement is made in and shall be consmued under the laws of the State of Kansas,
withow giving effect to iv canflier of Iaw rulex.
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