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Western Resources, Inc.
818 Kansas Avenue
Topeka, Kansas 66612
785-575-6404
Fax: 785-575-8061

DATE: April 18, 2002

FAX SENT BY: Doug Lake
Telepbone:

RKREDACTED
| To Company Fax#
i .
I @ Cahill Gordon & Reindel REDACTED
!
' COMMENTS:

‘ RE: Exchange Offer
Mike,

i Attached is the material we will discuss at our meeting tomorrow. See you at 10:30.

: Doug Lake
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Date
1998
1969
2000

2001

| 2002.

|
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TOTAL

Grant History

Expensed

through

(millions)

% 630102
136.500 § 4137
152,000 $ 3.882
587,887 S 8.457
576,170 s _©
1,482,557 $16.486

Unexpensed
as of
(miltions)®
6/30/02

S 0
S 0.441.
S 2.552
s15.324
$18.347

(a) Does not inciude 2000 option for RSU exchange or 23,685 RSU's granted in
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(a)

(b)

Recoivad

i

Year

1998
1989
2000
200%

>

Value ®

338.63

$31.08

$18.74

$26.63

Per Share Exchange Calculation @

arke
$17.20
$17.20
$17.20
$17.20

Ratio
44.5%
58.4%
91.8%

64.6%

Guardlan Is converted at original value (at each grant date), nct the ratio
amqunt. $7.4 million of Guardian preferred is redeemable (assuming
Guardian has the available funds) in 2004, $4.8 million is convertible at
$3.00 per share (Guardian is trading at $1.05) and pays no cash dividend,

and|$5.3 million pays 7%, but is non-redeemable.

Values are approximate vaius of grant, except 2000 and 2001, which are
tota] cost (average grant price was approximately $15.50 for 2000 and

$24.00 for 2001.)
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Date

1998
1899
2000

2001

Avoided Costs of Exchange

P-VIVR Y

Avoided Costs ¥

Total Cost Exchanged
S 4.137 $ 1.045
$ 4333 $ 1.448
$ 11.024 $ 9.283
$ 15344 $ 6402
$ 34.838 $18.178

$ 3.082
S 2885
$ 1.741

8.94

$ 16.660

(a) Because accounting rules have changed since the option exchange in 2000,
the difference between cost at grant date and the exchange date will nat be
boocked as income. WR does avoid issuing as many shares and paying
dividends on the underlying RSU's.
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Exchange Provision

Retirees
All in WR stock at following ratios:

1998 - 44.5%
1988 ~- 55.4%
2000 - 91.8%
2001 -64.6%

Exchange wouid require all RSU's to be exchanged.

Emplioyees/Directors

Same WR ratio exchange, except shares may be exchanged for value (at grant
date) of Guardian preferred stock. In the case of Guardian preferred, shares can
only be exchanged to “qualified investors® (as defined by the SEC). GlIS is
limited to $12.6 million in total value exchange.

Management would not recommend converting the 2000 grants. The avoided
cost is small and employees who leave forfeit their shares.
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