
Dale Hardy Roberts
Secretary/Chief Regulatory Law Judge
Missouri Public Service Commission
P.O . Box 3660
Jefferson City, Missouri 65102

*JAMES M. FISCHER, PC.

ATTORNEY AT LAW

	

101 WEST MCCARTY, SUITE 215

	

TELEPHONE (573) 636-6758
REGULATORY CONSULTANT

	

JEFFERSON CITY, MO 65 101

	

FAX (573)636-03$3

Dear Mr. Roberts:

/jr
Enclosures

cc:

	

Office ofthe Public Counsel

August 17, 1999

Thank you for your attention to this matter .

k7~9-aooo- 153

ViSSO'itl"I ~- ''.1'.il i,:S~r'bri~a 6ctarrllri ~~inn

RE:

	

In the matter ofthe application of Westar Generating, Inc. for a certificate ofpublic
convenience and necessity authorizing it to construct, install, own, operate, control,
manage and maintain electric production facilities in Jasper County, Missouri,
pursuant to the terms ofa July 26, 1999 Agreementfor the Construction, Ownership
and Operation ofState Line Combined Cycle Generating Facility.

Enclosed are the original and fourteen (14) copies ofthe Application of Westar Generating,
Inc . for filing in the above-referenced matter . A copy of the foregoing has been hand-delivered or
mailed this date to parties of record .

Sincerely,

es M. Fischer

AUG 1 7 1999
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BEFORE THE PUBLIC SERVICE COMMISSION
STATE OF MISSOURI

Misso ri Public
In the matter of the application of

	

)

	

servitro ~ommiaoion
Westar Generating, Inc .

	

)
for a certificate of public convenience and

	

)
necessity authorizing it to construct,

	

)
install, own, operate, control, manage

	

)

	

Case No. EA-2000- 153
and maintain electric production facilities

	

)
in Jasper County, Missouri, pursuant to the

	

)
terms ofa July 26, 1999 Agreement for the

	

)
Construction . Ownership and Operation of

	

)
State Line Combined Cycle Generating Facility .

	

)

APPLICATION

COMES NOW Westar Generating, Inc . ("WGI" or "Applicant"), pursuant to

Section 393.170, RSMo 1994,' and 4 CSR 240-2 .060(2), and for its application to the Public Service

Commission of the State of Missouri ("Commission") for a certificate of public convenience and

necessity, states as follows :

1 .

	

Applicant is a corporation duly organized and existing under the laws of the State of

Kansas with its principal place of business located at 818 Kansas Avenue, Topeka, Kansas .

Attached hereto as Appendix 1 and incorporated herein by reference is a certified copy of Applicant's

Certificate to Transact Business as a Foreign Corporation issued by the Missouri Office of the

Secretary of State . Applicant is a wholly-owned subsidiary of Western Resources, Inc ., a Kansas

corporation that operates its utility operations under its trade name KPL, and its subsidiary, KGE,

a Kansas corporation.

2 .

	

Applicant proposes to own a 40 percent (40%) interest in an approximately 500

mega-watt (MW) combined cycle generation station to be constructed at the site of The Empire

'All statutory references are to Revised Statutes of Missouri 1994, unless otherwise noted .

FILED
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District Electric Company's ("EDEC") existing State Line facility in Jasper County, Missouri ("State

Line Combined Cycle" or "SLCC") ; consisting, in part, of (i) one Westinghouse W501F combustion

turbine (the "Existing CT") which is currently owned by EDEC, (ii) one new W501F combustion

turbine, (iii) two new heat recovery steam generators, (iv) one new steam turbine, (v) one new

cooling tower, and (vi) other associated equipment . EDEC and WGI have entered into an

Agreement for the Construction, Ownership and Operation of State Line Cycle Generating Facility

dated July 26, 1999, ("Agreement"), a copy of which was filed with the Application in Case No.

EA-2000-145, and is incorporated herein by reference, which more fully describes the ownership

and operation of the SLCC.

3 . Communications in regard to this Application should be addressed to :

Martin J . Bregman
Executive Director, Law
Western Resources, Inc .
818 Kansas Avenue
Topeka, Kansas 66612

James M. Fischer
Attorney at Law
101 West McCarty Street
Suite 215
Jefferson City, Missouri 65 101

4 .

	

Pursuant to the Agreement, EDEC and WGI propose to share the costs ofconstruction

of the addition to the SLCC on a 60/40 percent basis, respectively. EDEC will refurbish a 150 MW

unit presently used to serve its customers . Pursuant to the Application filed in Case No .

EA-2000-145, EDEC will also construct and operate the facility . EDEC is proposing to transfer

a portion of that facility to WGI. EDEC will continue to serve retail customers from its share of the

SLCC . WGI will sell some or all of its 40 percent share of the output from SLCC to its franchised

utility affiliates, KPL and KGE.

5 .

	

Specifically, Applicant requests the Commission to issue its order granting Applicant

a Certificate of Public Convenience and Necessity to construct, install, own, operate, control,



5 .

	

Specifically, Applicant requests the Commission to issue its order granting Applicant

aCertificate ofPublic Convenience and Necessity to construct, install, own, operate, control, manage

and maintain electric facilities in Jasper County, Missouri, pursuant to the Agreement . The area

sought to be certificated is set forth on the maps attached hereto as Appendix 2 and incorporated

herein by reference . A description of the area proposed to be served is marked as Appendix 3,

attached hereto and incorporated herein by reference . The area sought to be certificated is the same

area where EDEC currently operates its SLCC; however, Applicant does not request authority to

provide retail service within this certificated area .

6 .

	

The SLCC will be constructed upon EDEC's existing site for its state line facility .

However, it will be necessary to move electric and telephone lines of regulated utilities, including

those of EDEC and Southwestern Bel I Telephone Company. No railroad tracks or any underground

facility, as defined in Section 319.015, will be crossed or otherwise affected by the project .

7 .

	

A description of plans and specifications for the construction of the project are

voluminous, and will be made available to the Commission Staffand Public Counsel, upon request .

Additional information regarding the estimated cost of construction, plans for financing, and

projected revenues and expenses will also be made available to the Commission Staff and Public

Counsel, upon request . Applicant also respectfully requests that the provisions of

4 CSR 240-2.060(2)(F)(1), (2), and (5) be waived, since these provisions are designed for an

Application for a retail service area and/or a start-up utility which are not applicable to this request .

8 .

	

No additional municipal or other governmental approvals, with the exception of

permits from the Department of Natural Resources and the United States Environmental Protection

Agency are required .

3



Dated: August 16, 1999

Respectfully submitted,

9 .

	

Thegranting of this Application is in the public interest since the SLCC will provide

additional power for the customers of Western Resources' franchised utility affiliates, KPL and

KGE, so that the public needs may be served .

WHEREFORE, Applicant Westar Generating, Inc . prays the Commission issue to it an area

certificate of public convenience and necessity authorizing it to construct, install, own, operate,

control, manage and maintain electric production facilities in Jasper County, Missouri, in accordance

with the above-stated provisions .

es M. Fischer, Esq.

	

MBN 27543
MES M . FISCHER, P.C .
1 West McCarty Street, Suite 215
fferson City, Missouri 65 101

Telephone :

	

(573) 636-6758
Fax :

	

(573) 636-0383

Martin J . Bregman

	

MBN 265449
Executive Director, Law
WESTERN RESOURCES, INC .
818 South Kansas Avenue
Topeka, Kansas 66612
Telephone :

	

(785) 575-1986
Fax :

	

(785) 575-8136

ATTORNEYS FOR WESTARGENERATING, INC.



CERTIFICATE OF SERVICE

I do hereby certify that a true and correct copy of the foregoing Application has been
hand-delivered or mailed, First Class mail, postage prepaid, this

	

day of August, 1999, to :

Office of the Public Counsel
P.O . Box 7800
Jefferson City MO 65102



STATE OF KANSAS

	

)
ss.

COUNTY OF SHAWNEE

	

)

VERIFICATION

Thomas L. Grennan, President, Westar Generating, Inc., being duly sworn upon his oath,

states that the matters set forth in the foregoing Application are true and correct according to the best

of his knowledge, information and belief.

1999 .

Glenda Guiltoll
NOTARY PUBLIC

STATE OF KANS/5kS
MY APPTE

	

:XP /

My Commission Expires: "2 ' a603

Thomas L. Grennan

// !h
Subscribed and sworn to before me, a Notary Public, this

	

day of
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CORPORATION DIVISION-CERTIFICATE OF AUTHORITY

WHEREAS,
WESTAR GENERATING, INC .

USING IN MISSOURI THE NAME
WESTAR GENERATING, INC .

IN TESTIMONY WHEREOF, I HAVE SET MY
HAND AND IMPRINTED THE GREAT SEAL OF
THE STATE OF MISSOURI, ON THIS, THE
22ND DAY OF JUNE, 1999 .

$155 .00

Rebecca McDowell Cook
Secretary of State

HAS COMPLIED WITH THE GENERAL AND BUSINESS CORPORATION LAW WHICH
GOVERNS FOREIGN CORPORATIONS ; BY FILING IN THE OFFICE OF THE SECRETARY OF
STATE OF MISSOURI AUTHENTICATED EVIDENCE OF ITS INCORPORATION AND GOOD
STANDING UNDER THE LAWS OF THE STATE OF KANSAS.

NOW, THEREFORE, I, REBECCA McDOWELL COOK, SECRETARY OF STATE OF THE STATE
OF MISSOURI, DO HEREBY CERTIFY THAT SAID CORPORATION IS FROM THIS DATE DULY
AUTHORIZED TO TRANSACT BUSINESS IN THIS STATE, AND IS ENTITLED TO ALL RIGHTS
AND PRIVILEGES GRANTED TO FOREIGN CORPORATIONS UNDER THE GENERAL AND
BUSINESS CORPORATION LAW OF MISSOURI.

"Er- $
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State of Missouri

Rebecca McDowell Cook, Secretary of State

P.O. Box 778, Jefferson City, MO 65102
Corporation Division

ED
AND CERTIFICATE OF

Application for Foreign Corporation

	

AUTHORITY ISSUED

for a Certificate of Authority

	

JUN 2 2 1999

(Submit in duplicate with filing fee of $155.00

and it is organized and existing under the laws of Kansas

(2) The name it will use in Missouri is WESTAR GENERATING, IN C .

(3) The date of its incorporation was 4/8/99

	

'(month/day/year),

and the period of its duration is Perpetual

(4) The address of its principal place of business (Address/City/State/Zip)

818 Kansas Ave ., Topeka, Kansas 66612

(5) The name and address of its registered agent and office in the State of
Missouri is (Name, Address, City/State/Zip)
C T Corporation System, 120 South Central Avenue, Clayton, Missouri 63105

(6) The specific Purpose(s) of its business in Missouri are :

Ownership of electric power generating facilities .

(7) The name of its officers and directors and their business addresses are as
follows :

Officers (Name/Address/City/State/Zip)

President
Thomas L . Grennan, 818 Kansas Ave ., Topeka, Kansas 66612

Leslie D . Morgan, 818 Kansas Ave ., Topeka, Kansas 66612
Vice President

Leslie D . Morgan, 818 Kansas Ave ., Topeka, Kansas 66612
Secretary

(1) The corporation's name is WESTAR GENERATING, INC . SECRET Y OF STA~E

(M0032 - 6/16/981, .._



{ easurer

Director

Director

Director

Director

Leslie D .. Morgan, 818 Kansas Ave ., Topeka, Kansas 66612

Board of Directors (Name/Address/City/State/Zip)
Thomas L . Grennan, 818 Kansas Ave ., Topeka, Kansas 66612

(8) The effective date of this document is the date it is filed by the Secretary
of State of Missouri, unless you indicate a future date, as follows :

(Date may not be more than 90 days after the filing date in this office)

In affirmation thereof, the facts stated above are true .

(Authorized signature of officer or chairman of the

.tote : You must have a current certificate of good standing or certificate of existence with this
application . This may be obtained from the Secretary of State or other authority that issues corporate
charters .

7/96

(M0032)

N/A

board) (Title) (Date)

Office of Secretary of State Rebecca McDowell Cook
600 W. Main and 208 State Capitol, P.O. Boa 778, Jefferson City, Missouri 65102

Telephone: (573) 751-4936

Information contained in the document ,wscompiled using publicationsfrom the Secretary of State's Office
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ALSO:

Property Descriptions

TRACT A

Lesal Description of SL I CT

A TRACT OF LAND LOCATED IN THE WEST HALF OF SECTION 14, TOWNSHIP 27 NORTH, RANGE
34 WEST, MORE PARTICULARLY DESCRIBED AS FOLLOWS:

COMMENCING AT AN EXISTING IRON PIN AT THE NORTH QUARTER CORNER OF SAID SECTION
14;
THENCE, S89°53'06"W, ALONG THE NORTH LINE OF SAID SECTION 14, A DISTANCE OF 344.34
FEET;

	

_
THENCE, S00°06'54"E, 2027.25 FEET, TO THE POINT OF BEGINNING ;
THENCE, S00°01'16"E, 109.18 FEET;
THENCE, S89°58'44"W, 155 .66 FEET;
THENCE, S76°25'43"W, 39.83 FEET;
THENCE, N88°35'56"W, 107.74 FEET;
THENCE, S01°24'04"W, 129.58 FEET;
THENCE, N89°59'21"W, 163.23 FEET;
THENCE, N00°06'1 8"W, 107.35 FEET;
THENCE, N89°58'32"E, 96.08 FEET;
THENCE, N00°12'30"E, 64 .96 FEET;
THENCE, S89°53'20"W, 96.43 FEET;
THENCE, N00°06'1 8"W, 73 .13 FEET;
THENCE, N89°58'44"E, 468.90 FEET, TO THE POINT OF BEGINNING.

A TRACT OF LAND LOCATED IN THE WEST HALF OF SECTION 14, TOWNSHIP 27 NORTH, RANGE
34 WEST, MORE PARTICULARLY DESCRIBED AS FOLLOWS :

COMMENCING AT AN EXISTING IRON PIN AT THE NORTH QUARTER CORNER OF SAID SECTION
14;
THENCE, S89°53'06"W, ALONG THE NORTH LINE OF SAID SECTION 14, A DISTANCE OF 66.89
FEET;
THENCE, S00°06'54"E, 2022.25 FEET, TO THE POINT OF BEGINNING ;
THENCE, S00°1 1'42"E, 307.40 FEET;
THENCE, S89°48'18"W, 228.08 FEET;
THENCE, N00°1 1'42"W, 105.03 FEET;
THENCE, S89°48'1 8"W, 31 .51 FEET;
THENCE, N00°11'42"W, 129.20 FEET ;
THENCE, N89°48'18"E, 84.63 FEET;
THENCE, N00°11'42"W, 73.17 FEET ;
THENCE, N89048'1 8-E, 174.97 FEET, TO THE POINT OF BEGINNING.



CONTAINING 3 .18 ACRES, MORE OR LESS.



TRACT B

Legal Description of SL2CT

A TRACT OF LAND LOCATED IN THE WEST HALF OF SECTION 14, TOWNSHIP 27 NORTH, RANGE
34 WEST, MORE PARTICULARLY DESCRIBED AS FOLLOWS:

COMMENCING AT A ALUMINUM MONUMENT AT THE NORTHWEST CORNER OF SAID SECTION
14 ;
THENCE, S01 °56'10"E, ALONG THE WEST LINE OF SAID SECTION 14, A DISTANCE OF 1804.75
FEET;
THENCE, N88°03'50"E, 653 .50 FEET;
THENCE, N89°58'44"E, 485 .62 FEET,
THENCE, N00°06'1 8"W, 38.89 FEET, TO THE POINT OF BEGINNING;
THENCE, N00°06'1 8"W, 18.51 FEET;
THENCE, N89°53'42"E, 317.22 FEET;
THENCE, S00'06" 18"E; 140.36 FEET;

	

_
THENCE, S89°53'42"W, 247.17 FEET;
THENCE, N00°11'14"W, 21 .78 FEET;
THENCE, N89°31'16"E, 25.27 FEET;
THENCE, NO I °50'39"W, 100 .33 FEET;
THENCE, S89°39'57"W, 92.25 FEET, TO THE POINT OF BEGINNING.

CONTAINING 0.77 ACRES, MORE OR LESS.



TRACT C

Le-Ral Description of Existing Land

A TRACT OF LAND LOCATED IN THE WEST HALF OF SECTION 14, TOWNSHIP 27 NORTH, RANGE
34 WEST, MORE PARTICULARLY DESCRIBED AS FOLLOWS :

COMMENCING AT A ALUMINUM MONUMENT AT THE NORTHWESTCORNER OF SAID SECTION
14;
THENCE, N89°53'06"E, ALONG THE NORTH LINE OF SAID SECTION 14, A DISTANCE OF 283 .04
FEET, TO A POINT ON THE WEST RIGHT-OF-WAY LINE OF THE BURLINGTON NORTHERN RAIL-
ROAD;
THENCE, S52°55'08"E, ALONG SAID RIGHT-OF-WAY LINE, 80.51 FEET TO THE POINT OF BEGIN-
NING ;
THENCE, S52°55'08"E, CONTINUING ALONG SAID RIGHT-OF-WAY LINE, 1839.16 FEET, TO A POINT
OF CURVATURE TO THE LEFT;
THENCE, ALONG SAID CURVE TO THE LEFT, SAID CURVE HAVING A CENTRAL ANGLE OF
04'36'39", RADIUS OF 2914 .79 FEET, ARC LENGTH OF 234.56 FEET, AND A CHORD BEARING OF
S56°13'27"E, TO A POINT ON THE NORTH-SOUTH HALF SECTION LINE;
THENCE, 800°00'19"E, ALONG SAID HALF SECTION LINE, 712.83 FEET;
THENCE, S89°58'44"W, 317.21 FEET;
THENCE, S00°01'16"E, 23.69 FEET;
THENCE, S89°58'44"W, 492.14 FEET;
THENCE, NOO-06'18"W, 71 .57 FEET;
THENCE, N89°26'59"E, 70.18 FEET;
THENCE, N00°1 1'14"W, 87.53 FEET;
THENCE, N89°53'42"E, 247 .17 FEET;
THENCE, N00°06'18"W, 140.36 FEET;
THENCE, S89°53'42"W, 317.22 FEET;
THENCE, S00-0618"E, 57.40 FEET;
THENCE, S89°58'44"W, 485.62 FEET;

	

,
THENCE, 800°00'45"W, 61 .44 FEET;
THENCE, N89°59'15"W, 651 .78 FEET, TO A POINT ON THE WEST LINE OF SAID SECTION 14 ;
THENCE, NO1°56'10"W, ALONG THE WEST LINE OF SAID SECTION 14, A DISTANCE OF 1719.99
FEET;
THENCE, N52°33'26"E, 106.00 FEET;
THENCE, N87°27'15"E, 259.17 FEET, TO THE POINT OF BEGINNING . EXCEPT THAT PORTION USED
OR TAKEN FOR ROAD PURPOSES.

ALSO:

A TRACT OF LAND LOCATED IN THE WEST HALF OF SECTION 14, TOWNSHIP 27 NORTH, RANGE
34 WEST, MORE PARTICULARLY DESCRIBED AS FOLLOWS:

COMMENCING AT AN EXISTING IRON PIN LOCATED AT THE NORTH QUARTER CORNER OF SAID
SECTION 14 ;

A-4



THENCE, S89°53'06"W, ALONG THE NORTH LINE OF SAID SECTION 14, 325.00 FEET, TO THE POINT
OF BEGINNING;
THENCE, S00°00'19"E, 600.00 FEET;
THENCE, N89°53'06"E, 325.00 FEET, TO A POINT ON THE NORTH-SOUTH HALF SECTION LINE;
THENCE, S00000'1 9"E, ALONG SAID HALF SECTION LINE, 572 .03 FEET, TO A POINT ON THE
NORTH RIGHT-OF-WAY LINE OF THE BURLINGTON NORTHERN RAILROAD AND A POINT OF
CURVATURE TO THE RIGHT;
THENCE, ALONG SAID CURVE TO THE RIGHT, SAID CURVE HAVING CENTRAL ANGLE OF
03°15'59", RADIUS OF 2864.79 FEET, ARC LENGTH OF 163 .32 FEET AND A CHORD BEARING OF
N55057'25"W ;
THENCE, N52°58'40"W, ALONG SAID RIGHT-OF-WAY LINE, 629.53 FEET;
THENCE, N00°38'24"E, 465 .34 FEET;
THENCE, S89°17'17"E, 172.54 FEET;
THENCE, N00°01'25"E, 237.47 FEET, TO A POINT ON THE NORTH LINE OF SAID SECTION 14 ;
THENCE, N89°53'06"E, ALONG SAID NORTH LINE, 135.00 FEET, TO THE POINT OF BEGINNING .
EXCEPT THAT PORTION USED OR TAKEN FOR ROAD PURPOSES .

CONTAINING 67.07 ACRES, MORE OR LESS .



TRACT D

Legal Description of Existing Land at SL Common

A TRACT OF LAND LOCATED IN THE WEST HALF OF SECTION 14, TOWNSHIP 27 NORTH, RANGE
34 WEST, MORE PARTICULARLY DESCRIBED AS FOLLOWS:

COMMENCING AT A ALUMINUM MONUMENT AT THE NORTHWEST CORNER OF SAID SECTION
14 ;
THENCE, SO 1 -56'10"E, ALONG THE WEST LINE OF SAID SECTION 14, A DISTANCE OF 1843.99
FEET, TO THE POINT OF BEGINNING ;
THENCE, S89°59'15"E, 651 .78 FEET;
THENCE, N00°00'45"E, 61 .44 FEET;
THENCE, N89°58'44"E, 485.62 FEET;
THENCE, S00°06'18"E,-487.90 FEET;

	

_
THENCE, S89°59'21"E, 163.23 FEET;
THENCE, NOl °24'04"E, 129.58 FEET;
THENCE, S88°35'56"E, 107.74 FEET;
THENCE, N76°25'43"E, 39.83 FEET;
THENCE, N89°58'44"E, 155 .66 FEET;
THENCE, N00°01'16"W, 109.18 FEET;
THENCE, N89°58'44"E, 23 .24 FEET;
THENCE, N00°01'16"W, 23.69 FEET ;
THENCE, N89°58'44"E, 317.21 FEET, TO A POINT ON THE NORTH-SOUTH HALF SECTION LINE;
THENCE, S00°00'19"E, ALONG SAID HALF SECTION LINE, 946.14 FEET;
THENCE, S89°13'22"W, 1909.30 FEET, TO A POINT ON THE WEST LINE OF SAID SECTION 14;
THENCE, NO1°56'10"W, ALONG SAID WEST LINE, 1129.83 FEET, TO THE POINT OF BEGINNING .

EXCEPT FOR THE FOLLOWING DESCRIBED PARCELS :

A TRACT OF LAND LOCATED IN THE WEST HALF OF SECTION 14, TOWNSHIP 27 NORTH, RANGE
34 WEST, MORE PARTICULARLY DESCRIBED AS FOLLOWS :

COMMENCING AT A ALUMINUM MONUMENT ATTHENORTHWESTCORNER OF SAID SECTION
14 ;
THENCE, SO1°56'10"E, ALONG THE WEST LINE OF SAID SECTION 14, A DISTANCE OF 1804.75
FEET;
THENCE, N88°03'50"E, 653.50 FEET, TO THE POINT OF BEGINNING;
THENCE, N89°58'44"E, 403.35 FEET;
THENCE, S00°00'12"E, 425 .07 FEET;
THENCE, S89°40'11"W, 370.84 FEET;
THENCE, N5503 1'22"W, 39.57 FEET;
THENCE, N00°00'45"E, 404.66 FEET, TO THE POINT OF BEGINNING.

ALSO:
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A TRACT OF LAND LOCATED IN THE WEST HALF OF SECTION 14, TOWNSHIP 27 NORTH, RANGE
34 WEST, MORE PARTICULARLY DESCRIBED AS FOLLOWS:

COMMENCING AT AN EXISTING IRON PIN AT THE NORTH QUARTER CORNER OF SAID SECTION
14 ;
THENCE, S89°53'06"W, ALONG THE NORTH LINE OF SAID SECTION 14, A DISTANCE OF 66.89
FEET;
THENCE, S00°06'54"E, 2022.25 FEET, TO THE POINT OF BEGINNING ;
THENCE, S00-1 1-42"E, 307.40 FEET;
THENCE, S89°48'18"W, 228.08 FEET;
THENCE, N00°11'42"W, 105.03 FEET;
THENCE, S89-48'1 8"W, 31 .51 FEET;
THENCE, N00°11'42"W, 129.20 FEET;
THENCE, N89°48'I8"E, 84.63 FEET;
THENCE, N00°11'42"W, 73 .17 FEET;
THENCE, N89°48'18"E, 174.97 FEET, TO THE POINT OF BEGINNING .

CONTAINING 39.64 ACRES, MORE OR LESS.



A TRACT OF LAND LOCATED IN THE WEST HALF OF SECTION 14, TOWNSHIP 27 NORTH, RANGE
34 WEST, MORE PARTICULARLY DESCRIBED AS FOLLOWS :

COMMENCING ATA ALUMINUM MONUMENT AT THE NORTHWEST CORNER OF SAID SECTION
14 ;
THENCE, SO1 °56'10"E, ALONG THE WEST LINE OF SAID SECTION 14, A DISTANCE OF 1804.75
FEET;
THENCE, N88°03'50"E, 653 .50 FEET, TO THE POINT OF BEGINNING ;
THENCE, N89°58'44"E, 403 .35 FEET;
THENCE, SOO°00'12"E, 425.07 FEET;
THENCE, S89°40'11"W, 370.84 FEET;
THENCE, N55 03 1'22"W, 39.57 FEET;
THENCE, N00°00'45"E, 404.66 FEET, TO THE POINT OF BEGINNING .

ALSO;

TRACT E

Legal Description of EDE Substation

A TRACT OF LAND LOCATED IN THE WEST HALF OF SECTION 14, TOWNSHIP 27 NORTH, RANGE
34 WEST, MORE PARTICULARLY DESCRIBED AS FOLLOWS:

COMMENCING AT AN EXISTING IRON PIN AT THE NORTH QUARTER CORNER OF SAID SECTION
14 ;
THENCE, S89°53'06"W, ALONG THE NORTH LINE OF SAID SECTION 14, A DISTANCE OF 344.34
FEET;
THENCE, S00°06'54"E, 2027.25 FEET;
THENCE, S89°58'44"W, 468.90 FEET;
THENCE, N00°06'18"W, 71 .57 FEET, TO THE POINT OF BEGINNING ;
THENCE, N89°26'59"E, 70.18 FEET;
THENCE, N00°11'14"W, 109 .31 FEET;
THENCE, N89°31'16"E, 25.27 FEET;
THENCE, NO1°50'39"W, 100.33 FEET;
THENCE, S89°39'57"W, 92.25 FEET;
THENCE, S00°06'1 8"E, 209.93 FEET, TO THE POINT OF BEGINNING .

ALSO;

A TRACT OF LAND LOCATED IN THE WEST HALF OF SECTION 14, TOWNSHIP 27 NORTH, RANGE
34 WEST, MORE PARTICULARLY DESCRIBED AS FOLLOWS:

COMMENCING AT AN EXISTING IRON PIN AT THE NORTH QUARTER CORNER OF SAID SECTION
14 ;
THENCE, S89°53'06"W, ALONG THENORTH LINE OF SAID SECTION 14, A DISTANCE OF 344 .34
FEET;
THENCE, S00°06'54"E, 2027 .25 FEET;
THENCE, S89°58'44"W, 468.90 FEET;
THENCE, S00°06'18"E, 73 .13 FEET, TO THE POINT OF BEGINNING ;
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THENCE, N89°53'20"E, 96 .43 FEET;
THENCE, S00°12'30"W, 64.96 FEET;
THENCE, S89°58'32"W, 96.08 FEET;
THENCE, N00°06'1 8"W, 64 .81 FEET, TO THE POINT OF BEGINNING .

CONTAINING 4.47 ACRES, MORE OR LESS.



AGREEMENT FOR THE

CONSTRUCTION, OWNERSHIP AND OPERATION

OF

STATE LINE COMBINED CYCLE GENERATING FACILITY

BY AND AMONG

THE EMPIRE DISTRICT ELECTRIC COMPANY,
as an Owner,

WESTAR GENERATING, INC.,
as an Owner

and

THE EMPIRE DISTRICT ELECTRIC COMPANY,
as Agent

Dated: July 26, 1999
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STATE LINE COMBINED CYCLE GENERATING FACILITY

CONSTRUCTION, OWNERSHIPAND OPERATION_AGREEMENT

This AGREEMENT is dated as of July 26, 1999, by and among THE EMPIRE
DISTRICT ELECTRIC COMPANY ("EDE"), a Kansas corporation having its principal of-
fice in Joplin, Missouri, as an Owner; WESTAR GENERATING, INC. ("WGI"), a Kansas
corporation having its principal office in Topeka, Kansas, as an Owner; and THE EMPIRE
DISTRICT ELECTRIC COMPANY, as Agent.

RECITALS

0.1

	

EDE and WGI intend to construct, own and operate an. electric com-
bined cycle generating station located in the southwest comer of Jasper County, Missouri
(" State Line Combined Cycle" or "SLCC", as more fully defined in Section 2 .1), consisting,
in part, of (i) one Westinghouse W501F combustion turbine (the "Existing CT") which is cur-
rently owned by EDE and which shall be modified and integrated into SLCC as part of the
plant expansion contemplated by this Agreement, (ii) one new W501F combustion turbine,
(iii) two new heat recovery steam generators, (iv) one new steam turbine, (v) one new cooling
tower and (vi) other associated equipment. Upon substantial completion of construction and
the receipt of all requisite permits and authorizations, SLCC will be a 2x1 "F" class combined
cycle plant with ownership interests therein as provided in Article II hereof.

SLCC will be constructed and located on the Existing Land (as defined in Sec-
tion 2 .1(a)), the SL2CT Land (as defined in Section 0.4(iv)) and other property as it is ac-
quired . The Existing Land and the SL2CT Land are located adjacent to EDE's State Line 1
facility (including all associated equipment and land, " SLICT"), shown on Exhibit A hereto
under the caption "Legal Description of SLICT" . SLCC and SLICT will both utilize certain
facilities and property which will be identified as State Line common facilities (" SL Com-
mon", as more fully defined in Section 2.2) . EDE and WGI will share the costs of SL Com-
mon and SLCC based on the ownership arrangements described in Section 2.5 hereof. Refer-
ences to "construction, ownership and operation" in this Agreement shall be deemed to in-
clude the planning, licensing, design, construction, acquisition, completion, management,
control, operation, maintenance, renewal, addition, replacement, modification and disposal of
SLCC or SL Common, as applicable, but shall be deemed to exclude marketing and power
sales .

0.2

	

On October 15, 1998, EDE filed an application with the Kansas Corpo-
ration Commission ("KCC") for a waiver of the siting permit requirements necessary to con-
struct SLCC and on December 16, 1998, EDE filed an application with the KCC for authority



to construct SLCC. In addition, EDE has filed an application for an air permit for SLCC as
described in Section 2 .1(c)(ii) .

0.3

	

In furtherance thereof, EDE has, with WGI's knowledge and consent
and in contemplation of its entering into this Agreement with WGI, entered into

(i)

	

a contract dated January 15, 1999, with Black & Veatch Corporation,
under which said engineering firm will provide engineering and construction man-
agement, develop construction specifications, and provide procurement assistance with
the balance of plant items, all in connection with the development of SLCC . A copy
of such contract was delivered to WGI prior to the date hereof,

(ii)

	

a contract dated April 6, 1999, with Siemens-Westinghouse Power
Corporation providing for, in part, the purchase of one W501F combustion turbine
and one steam turbine. A copy of such contract was delivered to WGI prior to the date
hereof, and

(iii) a Letter Agreement (the " 1999 Letter Agreement"), a Precedent
Agreement and a Discount Agreement, each dated February 27, 1999, a Parking and
Loan Service Agreement dated February 26, 1999, and a Facility Construction, Own
ership and Operating Agreement CO-646 dated April 19, 1999, as amended June 15,
1999 (collectively, the "New Gas Transportation Agreements"), each with Williams
Gas Pipelines Central ("Williams") providing for the transport of natural gas to SLCC .
In addition, pursuant to the 1999 Letter Agreement, certain of EDE's existing agree-
ments with Williams will be amended for the purpose of providing firm transportation
capacity for SLCC. Those agreements to be amended are EDE's existing (A) Trans-
portation Service Agreement Under Rate Schedule FTS, (B) Facility Construction,
Ownership and Operating Agreement CO-420 and (C) Letter Agreement, each with
Williams and each dated April 28, 1994 (collectively, as shall be amended pursuant to
the 1999 Letter Agreement, the "Amended Gas Transportation Agreements") . A copy
of each such agreement was delivered to WGI prior to the date hereof. The New Gas
Transportation Agreements together with the Amended Gas Transportation Agree-
ments and a new firm transportation service agreement to be entered into by EDE with
Williams in accordance with the New Gas Transportation Agreements are herein re-
ferred to collectively as the " Gas Transportation Agreements ."

0.4

	

Pursuant to Section 2.3 hereof, EDE shall

(i)

	

on the date hereof transfer and/or assign, as applicable, to the Agent (as
defined in Section 4.9 hereof), as agent on behalf of each of the Owners (as defined in
Section 2.5 hereof), all permits (to the extent required by law), contracts (including
those listed in Section 0.3, but excluding those listed in Section 0.3(iii)) and other



rights related to SLCC or SL Common received or entered into by EDE prior to the
date hereof,

(ii)

	

upon EDE commencing delivery of gas under the New Gas Transpor-
tation Agreements, EDE shall assign a portion of the Gas Transportation Agreements
to WGI equal to WGI's then existing Ownership Share (as defined in Section 2.5) in
SLCC;

(iii)

	

after receipt of EDE Regulatory Approvals (as defined in Section
1 .1(e)) and the Certificate of Convenience (as defined in Section 1 .2(c)), if required,
execute and deliver documentation pursuant to which (A) EDE and WGI will, subject
to the terms of this Agreement, own undivided interests in the Existing SL Common
(as defined in Section 2 .2) equal to their respective Ownership Shares in SL Common
and (B) EDE and WGI will, subject to the terms of this Agreement, own undivided
interests my the Existing Land (as defined in Section 2.1) equal to their respective
Ownership Shares in SLCC ;

	

-

(iv)

	

after receipt of EDE Regulatory Approvals and the Certificate of Con-
venience, if required, but not before the date that exhaust from the Existing CT is util-
ized in its associated heat recovery steam generator, execute and deliver documenta
tion pursuant to which EDE and WGI will, subject to the terms of this Agreement,
own undivided interests in the Existing CT and the underlying land and land rights as
shown on Exhibit A hereto under the caption "Legal description of SL2CT" (the
" SL2CT Land" and, together with the Existing CT, "SL2CT") equal to their respective
Ownership Shares in SLCC; and

(v)

	

commencing on the date of this Agreement, EDE and WGI and any
other Owners will, subject to the terms of this Agreement, acquire undivided owner-
ship interests in all other equipment, facilities, lands, land rights and other property
and rights acquired or constructed on or after the date hereof to be utilized in SLCC of
SL Common equal to their respective Ownership Shares in SLCC and SL Common,
respectively .

0.5

	

EDE and WGI shall, concurrently with, and as a condition to, the exe
cution of this Agreement, execute and deliver each of the following documents:

	

(i) an Ac-
counting and Cash Flow Memorandum (with an Accounting Manual attached thereto), as
contemplated by Section 53(c), (ii) an Insurance Memorandum, as contemplated by Section
2.7 and (iii) a Payment Agreement, as contemplated by Section 5 .3(b) (collectively, and to-
gether with other similar agreements or memoranda, including any operating agreements en-
tered into pursuant to Section 4.10, entered into from time to time by the Owners in connec-
tion with the construction, ownership or operation of SLCC or SL Common, the "Transaction
Documents") . As used herein, all references to this "Agreement" shall be deemed to include
references to the Transaction Documents in effect at such time .



0.6

	

This Agreement is executed for the purposes of (i) creating and con-
firming the nature and extent of the respective ownership interests of EDE and WGI in SLCC
and SL Common; and (ii) imposing certain covenants and obligations running with the rights,
titles and interests of EDE and WGI in and to SLCC and SL Common, which covenants and
obligations are intended to inure to the benefit of and be binding upon EDE and WGI and any
and all persons whomsoever having or claiming any right, title or interest in or to SLCC and
SL Common by, from, through or under EDE or WGI.

NOW, THEREFORE, EDE, WGI and the Agent each for itself, its successors
and assigns, and for the benefit of the others, their successors and assigns, hereby covenant
and agree as follows :

ARTICLE I

REPRESENTATIONS, WARRANTIES AND COVENANTS -

1 .1 .

	

EDE Representations . Warranties and Covenants . EDE hereby repre-
sents, warrants and covenants to the other Owners as follows :

(a)

	

EDE is a corporation duly organized, validly existing and in good
standing under the laws of the State of Kansas and has corporate power and authority
to own the undivided ownership interests in SLCC and SL Common to be owned by it
hereunder, to execute and deliver this Agreement and to perform its obligations
hereunder and to carry on its business as it is now being conducted and as it is con-
templated to be conducted pursuant to this Agreement .

(b)

	

The execution, delivery and performance by EDE of this Agreement
have been duly authorized by all necessary corporate action on the part of EDE, do not
contravene any law, or any governmental rule, regulation or order, applicable to ED$
or its properties, or the Articles of Incorporation or By-Laws of EDE, and do not and
will not contravene the provisions of, or constitute a default under, any indenture,
mortgage, security agreement, contract or other instrument to which EDE is a party or
by which EDE is bound . All requisite governmental, regulatory and vendor approvals
and consents for the execution and delivery by EDE of this Agreement have been ob-
tained. This Agreement constitutes a legal, valid and binding obligation of EDE, en-
forceable in accordance with its terms, except as limited by applicable bankruptcy, in-
solvency, reorganization or similar laws at the time in effect . Upon execution of this
Agreement, EDE shall deliver to WGI certified copies of the resolutions adopted by
EDE's board of directors authorizing the execution, delivery and performance of this
Agreement.



(c)

	

Except as would not reasonably be expected to have a material adverse
effect on EDE's business, operations or properties, or on the construction, ownership
and operation of SLCC and SL Common, (i) EDE has not, to its knowledge, spilled,
stored, discharged, disposed of or otherwise released any hazardous material or sub-
stance, petroleum or petroleum product, toxic substance, hazardous or special waste,
contaminant, chemical or pollutant, or any tanks, drums or containers thereof, on or in
the Existing Land, the SL2CT Land or the Existing SL Common, in violation of any
existing federal, state or local environmental law, rule, regulation, code, ordinance, or-
der, decree, permit, license or judgment in effect as of the date of this Agreement for
which remediation or cleanup activities would be required and (ii) except for matters
disclosed in the environmental audit reports dated May 14, 1993 produced by
McClaren Hart and dated April 9, 1999 produced by Midwest Environmental Consult-
ants, P.C. which have been delivered to WGI, relating to the Existing Land, the
SL2CT Land and the Existing SL Common, EDE has no knowledge of the existence
of any violation of any federal, state or local laws, regulations and orders pertaining to
health, safety, or protection of the environment (which shall include, without limita-
tion, the surface water, ground water, drinking water supply, land, surface and subsur-
face strata, or the presence on the Existing Land, the SL2CT Land or the Existing SL
Common of any hazardous or similar wastes, materials, products or by-products) .

(d)

	

To EDE's knowledge, there are no defects in the construction or opera-
tion of the Existing CT which, in EDE's judgment, would reasonably be expected to
materially delay or otherwise materially affect the construction or placing into com
mercial operation of SLCC, or any portion thereof, or materially affect the rights or ob-
ligations of the other Owners in respect of SLCC .

(e)

	

EDE has filed applications with the KCC for authority to construct
SLCC and for a waiver of the siting permit requirements and has filed an application
for an air permit as described in Section 2.1(c)(ii) . On or after the date hereof, EDE
will make application with the Public Service Commission of the State of Missouri
(" MPSC") and the Arkansas Public Service Commission (" APSC") and with any other
necessary regulatory authorities seeking the authority ("EDE Regulatory Approvals") to
convey an ownership interest in SL2CT, the Existing Land and the Existing SL Com-
mon to WGI in connection with WGI's participation in the construction, ownership and
operation of SLCC and SL Common. EDE shall use its reasonable best efforts to ob-
tain such approvals and permits as soon as practicable . Other than the preceding, there
are no actions, suits or proceedings pending or, to EDE's knowledge, threatened against
or affecting EDE before any court or administrative body or agency which might mate-
rially adversely affect the ability of EDE to perform its obligations under this Agree-
ment nor, to the knowledge of EDE, are any other material governmental, regulatory or
vendor approvals, authorizations or consents required for the performance by EDE of
this Agreement.



(f)

	

EDE has made available to WGI accurate and complete copies of all
material specifications, service and warranty records, and other material documents
and files in EDE's possession or control which have been requested by WGI prior to
the date hereof and which relate to the condition, construction, title or operation of the
Existing Land, the Existing SL Common or SL2CT.

(g)

	

EDE has good and marketable title to all of the Existing Land, SL2CT
and the Existing SL Common free and clear of all mortgages, liens, security interests
or other encumbrances except for (i) Permitted Encumbrances (as defined in Section
2 .3(c)),

	

(ii) contracts

	

contemplated

	

by

	

the

	

terms

	

of

	

this

	

Agreement

	

and
(iii) encumbrances of public record that EDE shall cause to be released or pay and dis-
charge in full not later than the respective dates on which WGI will acquire undivided
interests in the Existing Land, SL2CT and the Existing SL Common pursuant to Sec-
tions 2.3(c) and (d) hereof. EDE has delivered to WGI accurate and complete copies
of all title insurance policies, surveys, deeds and other title records in EDE's posses-
sion relating to the Existing Land, the SL2CT Land and the Existing SL-Common .

(h)

	

There does not exist any claim, suit, action or legal, administrative, ar-
bitration or other proceeding or any governmental investigation affecting the Existing
Land, the Existing SL Common or SL2CT, nor does EDE have any knowledge of any
event, circumstance or condition pertaining to the Existing Land, the Existing SL
Common or SL2CT or the ownership, operation or use thereof, in any case that would
reasonably be expected to have a material adverse effect on the ownership, operation
or use thereof.

(i)

	

There exists no violation of any federal, state or local law, order or
regulation applicable to the ownership, operation or use of the Existing Land, SL2CT
or the Existing SL Common which violation would reasonably be expected to have a
material adverse effect on the ownership, operation or use thereof EDE has received
no notice of any material violation of any law, order, regulation or requirement issued
by any governmental agency or authority against or affecting all or any portion of the
Existing Land, SL2CT or the Existing SL Common. The current operation and use of
the Existing Land, SL2CT and the Existing SL Common are in compliance with all
material regulations, ordinances and other laws, orders, regulations, restrictions or re-
quirements applicable thereto, except where the failure to so comply would not rea-
sonably be expected to have a material adverse effect on the ownership, operation or
use thereof.

(j)

	

At all times, until the date when an entity is no longer required to guar-
antee the obligations of WGI pursuant to Section 1 .2(d), EDE shall maintain share-
holders' equity in an amount at least equal to the balance from time to time of the re
maining budgeted costs for completion of the construction of SLCC and SL Common



(the "Construction Cost Balance") then remaining multiplied by EDE's Ownership
Share in SLCC . Wherever the term "shareholders' equity" is used in this Agreement
with respect to a corporation, it shall mean the shareholders' equity of such corporation
determined in accordance with generally accepted accounting principles applied on a
consistent basis by such corporation .

1 .2 .

	

WGI Representations, Warranties and Covenants . WGI hereby repre-
sents, warrants and covenants to the other Owners as follows :

(a)

	

WGI is a corporation duly organized, validly existing and in good
standing under the laws of the State of Kansas and has corporate power and authority
to own the undivided ownership interests in SLCC and SL Common to be owned by it
hereunder, to execute and deliver this Agreement and to perform its obligations
hereunder and to carry on its business as it is now being conducted and as it is con-
templated io be conducted pursuant to this Agreement.

(b)

	

The execution, delivery and performance by WGI of this Agreement
have been duly authorized by all necessary corporate action on the part of WGI, do not
contravene any law, or any governmental rule, regulation or order, applicable to WGI
or its properties, or the Articles of Incorporation or By-Laws of WGI, and do not and
will not contravene the provisions of, or constitute a default under, any indenture,
mortgage, security agreement, contract or other instrument to which WGI is a party or
by which WGI is bound. All requisite governmental, regulatory and vendor approvals
and consents for the execution and delivery by WGI of this Agreement have been ob-
tained . This Agreement constitutes a legal, valid and binding obligation of WGI en-
forceable in accordance with its terms, except as limited by applicable bankruptcy, in-
solvency, reorganization or similar laws at the time in effect . Upon execution of this
Agreement, WGI shall deliver to EDE certified copies of the resolutions adopted by
WGI's board of directors authorizing the execution, delivery and performance of this
Agreement .

(c)

	

On of after the date hereof, WGI will make application with the MPSC
seeking a Certificate of Convenience and Necessity or similar certificate, if required
by law (the " Certificate of Convenience "), with respect to its participation in the con
struction, ownership and operation of SLCC and SL Common. WGI shall use its rea-
sonable best efforts to obtain the Certificate of Convenience, if required by law, as
soon as practicable . Other than the preceding, there are no actions, suits or proceed-
ings pending or, to WGI's knowledge, threatened against or affecting WGI before any
court or administrative body or agency which might materially adversely affect the
ability of WGI to perform its obligations under this Agreement nor, to the knowledge
of WGI, are any other material governmental, regulatory or vendor approvals, authori-
zations or consents required for the performance by WGI of this Agreement .



(d)

	

WGI shall concurrently with, and as a condition to, the execution of
this Agreement, cause Westar Capital, Inc . ("WCI") to issue an unconditional guaran-
tee (substantially in the form of Exhibit C) to each Owner (other than WGI) and to the
Agent as to the due and punctual payment of all obligations of WGI hereunder and un-
der each Transaction Document in accordance with the terms of this Agreement and
each such Transaction Document; provided , however that such guarantee shall termi-
nate on the earlier of either of the following : (i) the date on which SLCC is first
placed in commercial operation or (ii) the date on which WGI assigns its Ownership
Shares in accordance with the terms of this Agreement to an entity which has share-
holders' equity in an amount at least equal to the then remaining Construction Cost
Balance multiplied by WGI's Ownership Share in SLCC and which is any of Western
Resources, Inc . ("WRI"), Kansas Gas and Electric Company ("KGE") or any corpora-
tion that is the surviving or resulting entity of the combination of the electric utility
businesses .of WRI and KGE and that, in any such case, assumes the obligations of
WGI under this Agreement (any such entity, a "WGI Preferred Transferee") . At all
times, until the occurrence of the earlier of (i) or (ii) above, WGI shall maintain in ef-
fect a guarantee of its obligations under this Agreement as described in this Section
1 .2(d) from an entity (which entity may be WCI or another entity, the majority of the
common stock of which is owned directly or indirectly by Western Resources, Inc.,
and which is not reasonably objected to by EDE) having shareholders' equity in an
amount at least equal to the then remaining Construction Cost Balance multiplied by
WGI's Ownership Share in SLCC.

ARTICLE II

CREATION AND ADJUSTMENT OF OWNERSHIP INTERESTS

2.1 .

	

Definition of State Line Combined Cvcle . As used herein the term
"SLCC" means and consists of:

(a)

	

the lands and land rights described in Exhibit A hereto under the cap-
tion "Legal Description of the Existing Land" (the "Existing Land") and the SL2CT
Land, together with all additional lands, land rights, water rights, air rights, additions,
betterments, improvements, facilities, fixtures and other tangible property as may be
acquired, constructed, installed or contributed by any Owner or their collective or re-
spective agents (including the Agent), for exclusive use in connection with SLCC, and
which are owned or are to be owned by the Owners as tenants in common under the
provisions of this Agreement (collectively, the "Site") ;

(b)

	

the equipment and facilities referred to in parts (i) through (v) of the
first paragraph of Section 0.1 hereof and all other facilities and property to be con-



structed and installed for use in connection with SLCC as contemplated by the con-
tracts referred to in Section 0 .3 hereof or by any other contracts entered into by the
Agent pursuant to Section 4.9(c) hereof (collectively, the "Facilities") ;

(c)

	

any and all permits (i) issued by the Missouri Department of Natural
Resources relating to approvals and authorizations received for the construction of
SLCC and relating to the discharge of water from SLCC, (ii) issued by the Missouri
Department of Natural Resources relating to the air quality at SLCC and (iii) received
by the Agent on behalf of the Owners or by any Owner and subsequently assigned to
the Agent, in each case, exclusively relating to the construction, ownership or opera-
tion of SLCC (collectively, the "Permits") ;

(d)

	

all contracts assigned by EDE pursuant to Sections 2.3(a) and 2.3(b)
hereof and all contracts entered into pursuant to Section 4.9(c) hereof (collectively, the
" Contracts") ; and

SLCC .
inventories of materials and supplies for use solely in connection with

2 .2 .

	

Definition of State Line Common. As used herein, the term "SL Com-
mon" means and consists of the lands and land rights described in Exhibit A hereto under the
caption "Legal Description of Existing Land at SL Common" and the existing equipment, in
ventories and facilities listed on Schedule A hereto (collectively, the " Existing SL Common"),
together with all additional equipment, facilities, inventories, lands, land rights, water rights,
air rights, additions, betterments, improvements, fixtures and other tangible property as may
be acquired, constructed, installed or contributed by any Owner or their collective or respec-
tive agents (including the Agent), for use in connection with both SLCC and SLICT, and
which are owned or are to be owned by the Owners as tenants in common under the provi-
sions of this Agreement .

2 .3 .

	

Assignments ; Transfers : Conveyances .

(a)

	

On the date hereof, EDE shall transfer and/or assign, as applicable, to
the Agent, as agent on behalf of each of the Owners, each of the contracts listed in Section 0.3
(except for those listed in Section 0.3(iii)) hereof and each other contract, permit (to the extent
required by law) and other rights, in each case relating to the construction, ownership or op-
eration of SLCC or SL Common and entered into or received by EDE prior to the date hereof.
With respect to each contract so assigned to the Agent on behalf of the Owners, each Owner
shall be severally and not jointly responsible (and shall indemnify the other Owners) for a
proportionate share equal to its Ownership Share in SLCC or SL Common, as applicable, of
all amounts which are payable thereunder and all performance with respect thereto .



(b)

	

Upon EDE commencing delivery of gas under the New Gas Transpor-
tation Agreements, EDE shall assign a portion of the Gas Transportation Agreements to WGI
equal to WGI's then existing Ownership Share in SLCC. WGI may assign its rights under this
Section 2.3(b) subject to any restrictions applicable under the Gas Transportation Agreements .

(c)

	

Promptly after receipt of EDE Regulatory Approvals and the Certificate
of Convenience, if required, EDE shall execute and deliver documentation pursuant to which
EDE and WGI will, subject to the terms of this Agreement, own undivided interests in the
Existing Land and the Existing SL Common equal to their respective Ownership Shares in
SLCC and SL Common, respectively . Consideration for such resulting conveyances to WGI
shall have consisted of prepayments by WGI pursuant to Section 5 .3(b) hereof. Such result-
ing conveyances to WGI shall be (i) free and clear of all mortgages, liens, security interests or
other encumbrances other than as set forth on Exhibit B hereto (collectively, "Permitted En-
cumbrances") or as otherwise created or agreed to by EDE and WGI and (ii) subject in all re-
spects to the terms and conditions of this Agreement, including, without limitation, the waiver
of the right of partition set forth in Section 6 .1 hereof. At the time EDE executes and delivers
the documentation required pursuant to this Section 2.3(c), EDE shall also provide to WGI
documentation establishing (i) the release of WGI's undivided interest in the Existing Land
and the Existing SL Common from the lien and security interest of all deeds of trust, mort-
gage indentures and other security agreements securing any bonds or other obligations or se-
curities of EDE other than Permitted Encumbrances or encumbrances otherwise created or
agreed-to by EDE and WGI and (ii) that any such lien or security interest affecting EDE's
Ownership Shares in the Existing Land and the Existing SL Common is subject and subordi-
nate to the terms and conditions of this Agreement . At the same time, WGI shall provide to
EDE documentation establishing that any such lien or security interest affecting WGI's Own-
ership Shares in the Existing Land and the Existing SL Common is subject and subordinate to
the terms and conditions of this Agreement.

(d)

	

After receipt of EDE Regulatory Approvals and the Certificate of Con-
venience, if required, but not before the date that exhaust from the Existing CT is utilized in
its associated heat recovery steam generator, EDE shall execute and deliver documentation
pursuant to which EDE and WGI will, subject to the terms of this Agreement, own undivided
interests in SL2CT equal to their respective Ownership Shares in SLCC. Consideration for
such resulting conveyance to WGI shall have consisted of prepayments by WGI pursuant to
Section 5 .3(b) hereof. Such resulting conveyance to WGI shall be (i) free and clear of all
mortgages, liens, security interests or other encumbrances other than Permitted Encumbrances
or as otherwise created or agreed to by EDE and WGI and (ii) subject in all respects to the
terms and conditions of this Agreement, including, without limitation, the waiver of the right
of partition set forth in Section 6.1 hereof. At the time EDE executes and delivers the docu-
mentation required pursuant to this Section 2.3(d), EDE shall also provide to WGI documen-
tation establishing (i) the release of WGI's undivided interest in SL2CT from the lien and se-
curity interest of all deeds of trust, mortgage indentures and other security agreements secur-
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ing any bonds or other obligations or securities of EDE other than Permitted Encumbrances or
encumbrances otherwise created or agreed to by EDE and WGI and (ii) that any such lien or
security interest affecting EDE's Ownership Share in SL2CT is subject and subordinate to the
terms and conditions of this Agreement. At the same time, WGI shall provide to EDE docu-
mentation establishing that any such lien or security interest affecting WGI's Ownership Share
in SL2CT is subject and subordinate to the terms and conditions ofthis Agreement.

(e)

	

Commencing on the date of this Agreement, EDE and WGI and any
other Owners will, subject to the terms of this Agreement, acquire undivided ownership inter-
ests (with the right of partition waived pursuant to Section 6 .1) in all other equipment, facili
ties, lands, land rights and other property, contracts and rights acquired or constructed on or
after the date hereof to be utilized in SLCC or SL Common equal to their respective Owner-
ship Shares in SLCC and SL Common, respectively . The Agent shall provide or secure all
documentation appropriate to evidence or create such ownership interests and to subject such
property to the terms of this Agreement prior to the time that the lien of any Owner's mort-
gage or security agreement attaches to such additional property . The Agent- shall provide
copies of such documentation to each Owner as soon as practicable following execution and
delivery thereof Each Owner, at the direction of the Agent, shall take all actions reasonably
necessary to accomplish the foregoing, including, without limitation, the timely execution and
delivery of such documentation .

(f)

	

Each such assignment, transfer or conveyance required under this Sec-
tion shall be effected through execution and delivery of all appropriate documentation under
the applicable governing laws and in proper form for recording, where required or appropri
ate . All such documentation, including deeds, assignments and bills of sale, shall be in the
customary form for the transfer and conveyance of similar property and interests in Missouri
and shall include warranties of title consistent with the provisions of this Agreement. The
Agent shall provide copies of such documentation related to the transfers and assignments in
Sections 2.3(a) and 2.3(b) to each Owner as soon as practicable following execution and de-
livery thereof.

	

'

2.4.

	

Recordations . Executed counterparts of this Agreement and any docu-
ments or instruments evidencing the conveyances referred to in Section 2 .3 shall be recorded
in the offices of the Recorder of Deeds for Jasper County, Missouri as soon as practicable
following execution and delivery thereof to the extent such recordation is appropriate under
applicable law .

2 .5 .

	

Ownership Shares. EDE and WGI shall take and receive title to and
thereafter own SLCC and SL Common as tenants in common, each with undivided ownership
interests therein (with the right of partition waived pursuant to Section 6.1) as follows :



Class of PrODCTtV

	

Ownership Interest

EDE WGI

SLCC

	

60% 40%
SL Common

	

662/3%

	

33 1/3%

Each of such undivided ownership interests shall be subject to adjustment from
time to time as provided for in Sections 2.6, 5 .4 and 9.1 . Such undivided percentage interests
in SLCC and SL Common are herein called "Ownership Shares" . The rights, titles and inter
ests of EDE and WGI in and to SLCC and SL Common, as the same may exist from time to
time, shall be as provided for under this Agreement, and the covenants and obligations herein
shall inure to the benefit of, and shall be binding upon, their successors and assigns . Any
party owning an Ownership Share in SLCC and SL Common is herein called an "Owner"
thereof, and all such_parties are herein called the " Owners" . Any reference to "Owner" herein
shall not be deemed to include any reference to Agent .

2.6 .

	

Owners . Each Owner shall have the right to and may cause an adjust-
ment of its respective Ownership Shares in SLCC and SL Common by transfer of portions of
such Ownership Shares pursuant to Section 6.3 or 6.4 hereof, subject, however, to (i) the re
ceipt and filing of a supplement to this Agreement (a "Supplemental Agreement"), which shall
be executed by the Agent and each Owner party to the Agreement at such time and in proper
form for recording, reflecting such adjustment and containing an assumption by the transferee
of such Owners obligations hereunder, (ii) an assignment to and an assumption by the trans-
feree of such Owner's rights and obligations under the Contracts (either directly or through the
Agent) and (iii) appropriate satisfaction and release of any encumbrances other than (x) Per-
mitted Encumbrances, (y) encumbrances otherwise granted or approved in writing'by all
Owners as encumbrances on all or a portion of SLCC or SL Common and (z) encumbrances
as to which the satisfaction and release thereof have been waived by the transferee, in the case
of this clause (iii), in proper form for recording or filing, as applicable, and in compliance
with the provisions of any mortgage, security agreement or other applicable instrument relat-
ing thereto .

2 .7 . Insurance .

(a)

	

The Agent shall procure title insurance insuring that marketable fee
simple title to all real property subject to the terms of this Ownership Agreement is vested in
each Owner to the extent of their respective Ownership Shares hereunder, subject only to
Permitted Encumbrances and encumbrances otherwise granted or approved in writing by all
Owners as encumbrances on all or a portion of SLCC or SL Common. Each Owner shall re-
ceive a separate title insurance policy insuring its respective interest in such real property at its
sole cost and expense with coverage amounts determined by each individual Owner. Each
such policy shall name the respective Owner thereunder, together with any affiliate of such
Owner that may succeed to the interest of such Owner by operation of law or otherwise, as the
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insured . Each policy shall (i) be in the form of 1970 or 1992 ALTA owner's policy, with ex-
tended coverage against medhanic's liens, rights of parties in possession not of public record
and other survey matters, (ii) not include any "creditors' rights" exception, (iii) affirmatively
insure that the insured Owner is vested with the rights and benefits of an Owner under this
Agreement, (iv) affirmatively insure that the lien of any existing mortgage of any Owner is
subject to the terms and conditions of this Agreement and (v) contain, at the sole cost and ex-
pense of the requesting Owner, any other endorsement requested by such Owner if obtainable .
Additionally, the policy issued to WGI shall include, at WGI's sole cost and expense, a "non-
imputation" endorsement against imputing to the insured any knowledge of EDE with respect
to any matters affecting title prior to the date of issuance of such policy . Each policy shall be
issued on the date that the Owners acquire their respective Ownership Shares in each piece of
real property in accordance with the terms of this Agreement. The policies may initially be
issued with exceptions for matters that a current survey would show and for rights of parties
in possession not of record . However, prior to commercial operation of SLCC, the Agent
shall secure an ALTA land title survey showing the location of all improvements and ease-
ments and otherwise'sufficient for purposes of deleting such exceptions . Promptly following
completion of such survey, the Agent shall obtain endorsements to both policies deleting such
exceptions and insuring that the land covered by such policies and the improvements thereon
are as shown on such survey. In the event that the as-built survey shows any encroachments,
boundary line conflicts or other discrepancies, the Agent and the Owners shall take such cura-
tive action as may be required .

(b)

	

EDE, WGI and the Agent shall enter into an "Insurance Memorandum"
on the date hereof for the governance of additional insurance matters with respect to the con-
struction, ownership and operation of SLCC and SL Common.

2.8 .

	

O tion. EDE hereby grants to WGI (and its successors and permitted
assigns) an option (the "Option") to purchase an undivided interest in its substation as de-
scribed in Exhibit A hereto under the caption "Legal Description of EDE Substation" (the
" EDE Substation") equal to WGI's Ownership Share in SL Common at the time WGI deliveis
notice to EDE of its intention to exercise the Option (the "Exercise Notice") at a price equal to
the then Book Value (as defined below) of such undivided interest in the EDE Substation.
Upon receipt of the Exercise Notice, EDE shall use its reasonable best efforts to obtain all re-
quired regulatory approvals necessary to sell to WGI such undivided interest in the EDE Sub-
station. Any such sale shall be subject to receipt of all required regulatory approvals . The
Option shall vest and become exercisable on or after the date of this Agreement and shall ex-
pire ten years from the date of this Agreement . Any transfer of an interest in the EDE Substa-
tion pursuant to this Section 2.8 shall be (i) free and clear of all mortgages, liens, security in-
terests or other encumbrances other than Permitted Encumbrances or as otherwise created or
agreed to by EDE and WGI and (ii) subject in all respects to the terms and conditions of this
Agreement, including, without limitation, the waiver of partition set forth in Section 6.1
hereof. Upon any such transfer, the provisions of this Agreement relating to SL Common
shall apply to the EDE Substation as if the term "EDE Substation" had been substituted for
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that of "SL Common" except that such provisions shall only apply to the Owners owing an
interest in the EDE Substation . Whenever the term "Book Value" is used in this Agreement
with reference to an asset of an Owner, it shall mean the depreciated book value of such asset
determined in accordance with generally accepted accounting principles applied on a consis-
tent basis by such Owner.

ARTICLE III

EASEMENTS FOR FACILITIES AND OPERATION OF SLCC AND SL COMMON

3 .1 .

	

Interconnection Facilities . Each Owner shall have the right to install,
own, operate, maintain and remove, at its own cost and expense, at, on, along, over, under and
across the Site or SL Common such facilities as are reasonably required (i) to enable it to de
liver to its own system the electric power and energy which it is entitled to receive from
SLCC, (ii) to establish interconnections between its system and the systems of others, and (iii)
to connect separated portions of its own system facilities ; provided that such solely owned
facilities shall be so installed, operated, maintained and removed, if applicable, in a manner
which shall not unreasonably interfere with or materially impair the use of any then existing
facilities located on the Site, SL Common, the EDE Substation or SL ICT or the ultimate full
utilization of any thereof.

3 .2 .

	

Relocations and Modifications . In the event an Owner proposes to in-
stall, operate or remove any such solely owned facilities hereunder which would require the
relocation or modification of any then existing facilities located on the Site or SL Common
but would otherwise meet the requirements of this Article, such Owner shall have the right to
cause such relocation or modification, provided it bears the cost thereof; provided further that
such relocation or modification shall be performed in a manner which shall not unreasonably
interfere with or materially impair the use of any then existing facilities located on the Site,
SL Common, the EDE Substation or SLICT or the ultimate full utilization of any thereof. In
the event the Management Committee, by Supermajority Vote (as defined in Section 4.5), de-
cides it is in the best interest of SLCC or SL Common that any such solely owned facilities
hereunder, which were installed in accordance with this Article, be removed, the Agent shall
have the right to cause such removal and the cost thereof shall be home by each of the Owners
in proportion to their respective Ownership Shares in SLCC or SL Common, as applicable .

3 .3 .

	

Personal Property . All solely owned facilities installed pursuant to the
provisions of this Article shall (i) be and remain the sole property of the Owner installing
them, (ii) not be a portion of SLCC under Section 2.1 hereof or a portion of SL Common un
der Section 2 .2 hereof, (iii) where practicable, be identified by distinctive marking as the
property of such Owner, and (iv) be deemed and considered to be personal property which
such Owner has reserved the right, subject to Section 3 .1, to remove at any time .
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3 .4 .

	

Exclusive Rj¢ht, Title and Interest . No provision hereof shall give to
any other Owner or anyone claiming by, from, through or under such other Owner any right,
title or interest in any such solely owned facilities permitted by Section 3 .1 hereof.

3.5 . Easements .

(a)

	

Subject to the terms of this Agreement, (i) EDE grants a non-exclusive
easement to each of the Owners and the Agent over, on, across and through SLICT and the
EDE Substation for the purposes of ingress and egress to and from SLCC and SL Common;
provided , however, that such easement shall be utilized by the Agent and such Owners at all
times in a manner which shall not unreasonably interfere with or materially impair the use of
any then existing facilities located on SL ICT or the EDE Substation or the ultimate full utili-
zation thereof and (ii) each Owner and the Agent grants a non-exclusive easement to EDE
over, on, across and . through the Site and SL Common for the purposes of ingress and egress
to and from the SL ICT and the EDE Substation ; provided , however , that such easement shall
be utilized by EDE at all times in a manner which shall not unreasonably interfere with or
materially impair the use of any then existing facilities located on the Site or SL Common or
the ultimate full utilization thereof. The easements granted under this Section 3 .5(a) shall be
perpetual and shall survive any termination of this Agreement unless such easements are ex-
pressly terminated in writing by the affected parties, their successors or assigns .

(b)

	

Subject to the terms of this Agreement (including, without limitation,
Section 3 .5(c) below), to the extent reasonably necessary after the date hereof (i) EDE shall
from time to time authorize, grant, execute and deliver one or more non-exclusive easements
to the Owners and the Agent over, under, across and on SLICT and the EDE Substation for
the installation, maintenance, operation, repair, replacement, modification and removal of
such utilities, conduit and other similar facilities as may from time to time be useful in con-
nection with the use and operation of SLCC and SL Common; provided , however, that EDE
shall not be required to authorize, grant, execute or deliver any such easement to the extent the
same could reasonably be expected to unreasonably interfere with or,materially impair the use
of any then existing or currently planned facilities located on SLICT or the EDE Substation
or the ultimate full utilization thereof and (ii) each Owner and the Agent shall from time to
time authorize, grant, execute and deliver one or more non-exclusive easements to EDE over,
under, across and on the Site and SL Common for the installation, maintenance, operation,
repair, replacement, modification and removal of such utilities, conduit and other similar fa-
cilities as may from time to time be useful in connection with the use and operation of SL 1 CT
and the EDE Substation ; provided , however, that neither the Agent nor the Owners shall be
required to authorize, grant, execute or deliver any such easement to the extent the same could
reasonably be expected to unreasonably interfere with or materially impair the use of any then
existing or currently planned facilities located on the Site or SL Common or the ultimate full
utilization thereof.
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(c)

	

In the event the Agent or the Owners or EDE, as the case may be (the
"Requesting Party"), desires to obtain a non-exclusive easement pursuant to Section 3 .5(b)
above, the Requesting Party shall provide a written request therefore which shall include a
detailed description of the proposed easement, including the location of and purposes for such
easement . To the extent the proposed easement does not satisfy the requirements set forth in
Section 3 .5(b) above, the Requesting Party and the applicable grantor or grantors of the pro-
posed easement shall negotiate in good faith to establish an arrangement which satisfies the
requirements of such section . Any such easement may, at the option of the grantor or grantors
of such easement, provide that in the event the easement so granted unreasonably interferes
with or materially impairs the use of any facilities located on the land subject to such ease-
ment after the date of such easement (other than facilities which existed or were planned as of
the date of such easement), or the ultimate full utilization thereof, then the grantor or grantors
of such easement shall have the right, after giving at least 60 days' written notice to the Re-
questing Party (or its successors or assigns), to modify, relocate or remove any installation
relating to such easement and the cost thereof shall be borne solely by the Requesting Party
(or its successors or issigns) ; provided however, that, if requested to do so, such grantor or
grantors shall negotiate in good faith during such 60-day period with the Requesting Party (or
its successors or assigns) to reach a mutually acceptable alternative resolution with respect to
such interference or impairment .

(d)

	

Any use of SL ICT or the EDE Substation by the Agent or the Owners
and any use of the Site or SL Common by EDE for any of the purposes contemplated under
Section 3 .5(b) that occurs prior to or in the absence of the execution of a written easement
granted pursuant to Sections 3 .5(b) and 3 .5(c), no matter how long such usage continues, shall
conclusively be presumed to be a permissive use pursuant to a revocable license for such use .

ARTICLE IV

CONSTRUCTION, MANAGEMENT_AND OPERATION OF SLCC

4.1 .

	

Management Committee .

	

As a means of securing effective coopera-
tion, interchange of information and consultation on a prompt and orderly basis among the
Owners in connection with the determination of all policies relating to the construction, man
agement and operation of SLCC and SL Common and for deciding certain matters of signifi-
cance to all of the Owners as required hereby, the Owners hereby establish a Management
Committee. Such construction, management and operation of SLCC and SL Common shall
be consistent with the provisions of this Agreement. The Management Committee shall con-
sist of two representatives of each Owner . A proper officer of each Owner shall designate,
from time to time, its two representative members to serve on the Management Committee, at
least one of whom shall be vested with decision making authority . Such designation shall be
by written notice to the other Owners .
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4.2 .

	

Operating Committee . In order to administer the policies established
by the Management Committee relating to the construction, management and operation of
SLCC and SL Common and as a means of securing effective cooperation, interchange of in
formation and consultation on a prompt and orderly basis among the Owners in connection
with the various administrative and technical problems which may arise from time to time in
connection with this Agreement, the Owners hereby establish an Operating Committee, which
shall consist of two representatives of each Owner. A proper officer of each Owner shall
designate, from time to time, its two representative members to serve on the Operating Com-
mittee . Such designation shall be by written notice to the other Owners . Without attempting
to limit the powers or scope of the Operating Committee, the Operating Committee shall have
the responsibility and power to determine operating parameters for SLCC including minimum
load requirements, ramp rates, start-up times for hot and cold starts, and other dispatching
criteria that need to be observed to provide for the efficient and economic dispatch of SLCC.

4.3 .

	

Accountin¢ Committee . In order to administer the policies established
by the Management Committee relating to accounting matters for SLCC and SL Common and
as a means of securing effective cooperation, interchange of information and consultation on a
prompt and orderly basis among the Owners in connection with the various accounting issues
which may arise from time to time in connection with this Agreement, the Owners hereby es-
tablish an Accounting Committee, which shall consist of two representatives of each Owner.
A proper officer of each Owner shall designate, from time to time, its two representative
members to serve on the Accounting Committee. Such designation shall be by written notice
to the other Owners.

4.4 .

	

Fuel Committee . In order to administer the policies established by the
Management Committee relating to fuel matters for SLCC and as a means of securing effec-
tive cooperation, interchange of information and consultation on a prompt and orderly basis
among the Owners in connection with the various fuel issues which may arise from time to
time in connection with this Agreement, the Owners hereby establish a Fuel Committee,
which shall consist of two representatives of each Owner . A proper officer of each Owner
shall designate, from time to time, its two representative members to serve on the Fuel Com-
mittee . Such designation shall be by written notice to the other Owners . Without attempting
to limit the powers or scope of the Fuel Committee, the Fuel Committee shall have the re-
sponsibility to coordinate fuel purchasing and fuel transportation for SLCC.

4.5 .

	

Committee Action . Each Owner shall have a vote on each such Com-
mittee equal to its undivided Ownership Share in SLCC. A simple majority of Committee
votes shall rule except as otherwise expressly provided in this Agreement or as expressly pro
vided for in any Transaction Document .

	

Whenever it is provided in this Agreement or in any
Transaction Document that a decision or action shall be made by a "Supermajority Vote,"
such decision or action shall be effective only if approved by a vote of such Owner or Owners
whose collective Ownership Shares in SLCC are at least 75%. No such Committee shall have
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4.6 .

	

Property Additions and Retirements .

- 1 8-

authority to modify or take any action inconsistent with any provision of this Agreement .
Any cost or expense incurred by any Committee member in connection with duties as such
member shall be borne and paid by the Owner the member represents . The existence of the
Committees shall not limit or diminish in any manner the authority or the responsibility of the
Agent pursuant to this Agreement, except to the extent as may be herein specifically provided .
In case of any disagreement between the Management Committee and any of the Operating
Committee, Accounting Committee or Fuel Committee, decisions of the Management Com-
mittee shall govern . Each Owner shall act toward each other Owner on the basis of good faith
and fair dealing, with due regard for the rights of all Owners in SLCC.

(a)

	

The Management Committee shall cause to be made such property ad-
ditions to and retirements from the facilities and property constituting SLCC or SL Common
as may, from time to time, be deemed by the Management Committee to be necessary or de
sirable . In cases where any property addition or retirement would result in the amount to be
expended during any year for property additions or retirements to SLCC and SL Common to
exceed the amount provided for additions or retirements, respectively, in the budget provided
by the Agent for such year by an amount greater than $5,000,000.00, the Management Com-
mittee may cause such property addition or retirement to be made only if approved by a Su-
permajority Vote .

(b)

	

Each Owner shall pay for the cost of any such property addition thereto
or the expenses relating to the retirement therefrom in the same percentage as its Ownership
Share in SLCC or SL Common, as applicable, and the rights, titles and interests of any Owner
in and to any such property addition shall be proportionate to its Ownership Share in SLCC or
SL Common, as applicable .

(c)

	

Upon removal or retirement of any facilities or property included in any
portion of SLCC or SL Common and subject to compliance with and only to the extent pef-
mitted by the applicable provisions of any related security agreement contemplated in Section
4 .8 or 6.2 hereof, the Agent may, notwithstanding the provisions of Section 6.1 hereof, either
(i) divide or partition such removed or retired facilities or property, or (ii) sell or otherwise
dispose of such removed or retired facilities or property and distribute the proceeds thereof to
or for the account of each Owner in accordance with its Ownership Share in SLCC or SL
Common, as applicable . Unless approved by all Owners, the Agent shall not sell or otherwise
dispose of any such removed or retired facilities or property to any Owner or any affiliate of
any Owner except for a cash price equal to the fair market value of such facilities or property
as determined by the written report of a qualified, independent appraiser selected by a Super-
majority Vote of the Management Committee (an "Independent Appraisal") . For purposes of
this Agreement, the term "affiliate" of an Owner shall mean any individual, group of indi-
viduals, corporation or other entity controlling, controlled by or under common control with



such Owner, and "control" for these purposes shall mean ownership of 50% or more of all fi-
nancial interests or 50% or more ofthe voting interests .

4.7 .

	

Destruction . Damage or Condemnation .

(a)

	

Subject to the receipt of all requisite approvals of any governmental
agency having jurisdiction, in the event SLCC or any portion thereof should be damaged or
destroyed, then, if (i) the cost of repairs or reconstruction is estimated to be more than $15
million and the Management Committee determines by a Supermajority Vote to repair or re-
construct SLCC or (ii) the cost of repairs or reconstruction is estimated to be less than or
equal to $15 million and the Management Committee determines by a simple majority vote to
repair or reconstruct SLCC, the Agent shall cause such repairs or reconstruction to be made so
that SLCC and SL Common (to the extent of any damage or destruction to SL Common aris-
ing out of the same .occurrence) shall be restored to substantially the same general condition,
character and use as existed prior to such damage or destruction, and the Owners shall share
the cost of such repairs or reconstruction in excess of available insurance proceeds in propor-
tion to their respective Ownership Shares in SLCC and SL Common. All insurance proceeds
in excess of the cost of such repairs or reconstruction shall be distributed to or for the account
of the Owners in accordance with their respective Ownership Shares in SLCC and SL Com-
mon.

(b)

	

If such damage or destruction occurs and the Management Committee,
in accordance with Section 4.7(a) above, does not determine to repair or reconstruct SLCC,
the Agent shall not cause such repairs or reconstruction to be made and the insurance proceeds
received as a result of such damage or destruction (net of all expenses and liabilities) shall be
distributed to or for the account of the Owners in accordance with their respective Ownership
Shares in SLCC and SL Common, and, unless one or more Owners desire to repair or recon-
struct SLCC in accordance with Section 4.7(d), the remaining facilities shall be disposed of by
the Agent in a manner as decided by the Management Committee and the proceeds therefrom
shall be distributed to or for the account of the Owners in accordance with their respective
Ownership Shares in SLCC and SL Common, all subject to the liens of any encumbrance and
the provisions of any related security instrument contemplated in Section 4.8 or 6.2 hereof.

(c)

	

Subject to the receipt of all requisite approvals of any governmental
agency having jurisdiction, in the event SLCC or any portion thereof shall be subject to a
taking or a voluntary conveyance of all or any portion of SLCC in lieu thereof, if the Man
agement Committee determines by Supermajority Vote to replace, repair or reconstruct such
portion of SLCC, the Agent shall apply the proceeds of any award received in connection with
such taking to the replacement, repairs or reconstruction of SLCC and SL Common (if SL
Common is affected by the same taking or voluntary conveyance in lieu thereof) and, to the
extent the proceeds of such award are insufficient to cover the cost of such replacement, repair
or reconstruction, the Owners shall share the costs of such replacement, repairs or reconstruc-
tion in excess of such award in proportion to their respective Ownership Shares in SLCC and
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SL Common. If the Management Committee does not determine by Supermajority Vote to
replace, repair or reconstruct such portion of SLCC, the Agent shall not cause such replace-
ment, repairs or reconstruction to be made and the proceeds of any award relating to such
taking shall be distributed to or for the account of the Owners in accordance with their re-
spective Ownership Shares in SLCC and SL Common, and, unless one or more Owners desire
to repair, reconstruct or replace SLCC in accordance with Section 4.7(d), the remaining fa-
cilities shall be disposed of by the Agent in a manner as decided by the Management Com-
mittee and the proceeds therefrom shall be distributed to or for the account of the Owners in
accordance with their Ownership Shares in SLCC and SL Common, all subject to the liens of
any encumbrance and the provisions of any related security instrument contemplated in Sec-
tion 4.8 or 6 .2 hereof.

(d)

	

Subject to the receipt of all requisite approvals of any governmental
agency having jurisdiction, if repairs, reconstruction or replacement are not made in accor-
dance with the foregoing provisions of this Section 4.7 but one or more Owners desire to re
pair, reconstruct or replace SLCC, then each other Owner shall sell its Ownership Shares in
SLCC and SL Common (except in the case of EDE, which shall retain an Ownership Share in
SL Common equal to the then existing EDE Common Percentage (as defined in Section
5 .4(b)(iii))) to the Owner or Owners which desire to repair,, reconstruct or replace SLCC for a
purchase price equal to the fair market value as determined by an Independent Appraisal (after
giving effect to such damage, destruction, taking or voluntary conveyance in lieu thereof but
prior to repair, reconstruction or replacement) . Any such sale shall be free and clear of all
mortgages, liens, security interests or other encumbrances other than (i) Permitted Encum-
brances, (ii) encumbrances otherwise granted or approved in writing by all Owners as encum-
brances on all or a portion of SLCC or SL Common and (iii) encumbrances as to which the
satisfaction and release thereof have been waived by the Owners agreeing to repair, -recon-
struct or replace SLCC. The Owners agreeing to repair, reconstruct or replace SLCC and SL
Common shall share the cost of such purchase in the ratio of their respective Ownership
Shares in SLCC and SL Common. In the event of any sale under this Section 4.7(d), any in-
surance proceeds or the proceeds of any award received as the result of such damage, destruc-
tion, taking or voluntary conveyance in lieu thereof shall be distributed to and retained by all
the Owners (including the selling Owner(s)) in accordance with their respective Ownership
Shares in SLCC and SL Common (without giving effect to such sale) .

(e)

	

Subject to the receipt of all requisite approvals of any governmental
agency having jurisdiction, (i) in the event SL Common or any portion thereof shall be dam-
aged or destroyed, the Agent shall repair or reconstruct the damaged portion of SL Common
to the extent required and in the manner contemplated by Section 4 .7(a), and (ii) in the event
SL Common or any portion thereof shall be subject to a taking or a voluntary conveyance of
all or any portion of SL Common in lieu thereof, the Management Committee shall replace,
repair or reconstruct the portion of SL Common not so taken to the extent required and in the
manner contemplated by Section 4.7(c) ; provided, however , that in no event shall the put-
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chase option set forth in Section 4 .7(d) apply to a damage, destruction, taking or conveyance
in lieu of a taking of property consisting solely of SL Common; and provided, further , that in
the event of a damage, destruction, taking or conveyance in lieu of a taking of property con-
sisting solely of SL Common, the Management Committee shall direct the Agent to repair,
reconstruct or replace SL Common to the full extent required for the proper and efficient op-
eration of SLCC, and any decision to repair, reconstruct or replace SL Common or any por-
tion thereof not so required for the proper and efficient operation of SLCC shall require a Su-
permajority Vote . The cost for any such replacement, repair or reconstruction shall be bome
by the Owners in proportion to their respective Ownership Shares in SL Common.

(f)

	

Unless approved by all Owners, the Agent shall not sell or otherwise
dispose of any facilities pursuant to this Section 4 .7 to any Owner or any affiliate of any
Owner except for a cash price equal to the fair market value of such facilities or property as
determined by an Independent Appraisal .

4.8 .

	

~ Requirements of Mortgage Indentures . Each Owner may take such ac-
tion in regard to its Ownership Share in SLCC and SL Common as may be necessary to com-
ply with provisions of any existing or future sale-leaseback transactions, deeds of trust, mort
gage indentures or other security agreements of such Owner, including, without limitation,
any provision relating to standards of maintenance, absence of liens, payment of taxes and
governmental charges, compliance with governmental regulations, insurance coverage, and
the like ; provided , however, that any such action by one Owner shall not effect a default by
another Owner under the provisions of any then existing security instrument of such other
Owner. The Management Committee or the Operating Committee shall take such action re-
lating to the maintenance of SLCC and SL Common as any Owner shall advise, in writing,
when it is necessary for such Owner to comply with the provisions of any such existing or
future sale-leaseback transactions, deed of trust, mortgage indenture or security agreement to
which it is a party and the incremental costs therefor shall, unless otherwise provided in the
applicable Transaction Document or approved by a Supermajority Vote of the Management
Committee, be borne entirely by the Owner obligated to comply with such provision; pro-
vided, however , that in no event shall either such Committee be required to take any such ac-
tion which could reasonably be expected to unreasonably interfere with or materially impair
the use of any then existing facilities located on the Site, SL Common, the EDE Substation or
SL 1 CT or the ultimate full utilization of any thereof.

4.9 . Agent.

(a)

	

Each Owner hereby appoints and authorizes EDE to act as its agent (the
"Agent"), and EDE accepts such appointment, to perform, as a construction and operating
agent, through EDE's own employees, agents, servants and contractors, all functions as may
be required for the construction, ownership and operation of SLCC and SL Common, and
each Owner other than EDE hereby ratifies and confirms all such action taken by EDE and, in
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the case of any material action, disclosed to such Owner, with respect to SLCC and SL Com-
mon to date ; provided , however, that the Agent shall not be liable to any Owner for any loss,
cost, damage or expense incurred by such Owner as a result of any action or failure to act,
whether heretofore taken or hereafter taken, in its capacity as Agent, by the Agent with re-
spect to its construction, ownership and operation of SLCC or SL Common, unless the
Agent's action or failure to act was not a prudent utility practice and was materially prejudicial
to such Owner for the benefit of the Owner that is acting as Agent. For the purposes of this
Agreement, the term "prudent utility practice" means, at a particular time, any of the practices,
methods and acts engaged in or approved by a significant portion of the electric utility indus-
try prior to such time, or any of the practices, methods and acts which, in the exercise of rea-
sonable judgment in light of the facts known at the time the decision was made, could have
been expected to accomplish the desired result when viewed in the context of the overall ob-
jectives sought to be obtained with respect to the transactions contemplated by this Agreement
consistent with good business practices, reliability, safety and expedition. Prudent utility
practice is not intended to be limited to the optimum practice, method or act to the exclusion
of all others, but rather to a spectrum of practices, methods or acts having due regard for,
among other things, manufacturers' warranties and the requirements of governmental agencies
of competent jurisdiction and the requirements of this Agreement.

(b)

	

Upon written notice to the Agent, the Owner with the largest Owner-
ship Share in SLCC (other than the Owner then acting as the Agent) may, at its option, forth-
with become, and assume the duties of, the Agent hereunder instead of the then current Agent
if at such time (i) the Owner then acting as the Agent shall file a petition in voluntary bank-
ruptcy or reorganization or shall make a general assignment for the benefit of its creditors, or
shall consent to the appointment of a receiver for the whole or any material part of its utility
assets ; or shall be adjudicated as bankrupt or insolvent ; or an order, judgment or decree shall
be entered by any court of competent jurisdiction appointing, without such Owner's consent, a
receiver for the whole or any material part of its assets and such adjudication order, judgment
or decree shall not be vacated or set aside or stayed within 90 days after the entry thereof (in
each case, a "Bankruptcy Event") or (ii) the Owner then acting as Agent shall be in default of
any material obligation hereunder for a period of 90 days or more after written notice thereof
by any other Owner; provided , however, in either case (i) or (ii), that such Owner attempting
to assume the role of Agent shall not be in default of any material obligation hereunder, and a
Bankruptcy Event shall not have occurred with respect to such Owner. In addition, the Man-
agement Committee shall have the authority to appoint a new Agent at any time that the then
serving Agent is not an Owner holding an Ownership Share in SLCC of at least 25%. The
Management Committee shall also have the authority to appoint a new Agent at any other
time, but only if such appointment is made by a Supermajority Vote . Upon removal or re-
placement, the Agent shall promptly transfer and assign to its successor all the Agent's right,
title and interest in and to all contracts, rights and property then held by the Agent in connec-
tion with the construction, ownership and operation of SLCC and SL Common and shall de-
liver to such successor all documents and materials in its possession that are relevant to the

-22-



construction, ownership and operation of SLCC and SL Common; provided , that the Agent's
right to indemnification and limitations on liability hereunder shall continue after such trans-
fer and assignment .

(c)

	

All contracts relating to the construction, ownership and operation of
SLCC or SL Common may be executed solely by the Agent or, at its request, by each Owner .
Whether or not a contract is entered into in the name of all Owners, each Owner shall be sev
erally and not jointly responsible for a proportionate share equal to its Ownership Share in
SLCC or SL Common, as applicable, of all amounts which are payable thereunder and all per-
formance with respect to such contracts . The Agent is expressly authorized to execute all
contracts as agent on behalf of each of the Owners and subject to the terms of this Agreement .
Each contract entered into in the name of all Owners shall provide for several, but not joint,
liability in proportion to each Owner's respective Ownership Share in SLCC or SL Common,
as applicable . The Agent will be responsible for the administration and enforcement of all
contracts relating to the construction, ownership and operation of SLCC or SL Common,
whether executed solely by the Agent or by each Owner or executed by EDE and assigned to
the Agent pursuant to Section 2.3(a) or (b) .

(d)

	

The Agent shall have the authority to settle any claims by or against the
Owners involving third parties relating exclusively to the construction, ownership or operation
of SLCC or SL Common; provided , however, that a Supermajority Vote of the Management
Committee shall be required for settlement of any such claim by the Owners unless the
amount originally claimed is less than $250,000 and for settlement of any such claim against
the Owners unless it would subject the Owners to a total liability of less than $250,000 and
not obligate any Owner to perform or comply with non-monetary obligations, agreements or
restrictions .

(e)

	

The Agent shall have the authority and responsibility to execute and
file, with all regulatory agencies having jurisdiction, such applications, amendments, reports
and other documents and filings as shall be required in or in connection with the licensing and
other regulatory matters with respect to SLCC or SL Common; provided , however , that each
Owner shall be responsible for obtaining all required approvals and authorizations, including
those listed in Sections 1 .1(e) and 1 .2(c), relating to its participation in SLCC and SL Com-
mon and to its performance of this Agreement .

(f)

	

The Agent agrees to give prompt notice to each of the Owners of all
claims instituted against the Agent or any Owner relating to the construction, ownership or
operation of SLCC or SL Common and of all claims settled by the Agent pursuant to Section
4.9(d) . In addition, upon request of any Owner, the Agent agrees to make available, or pro-
vide copies of, all information and documentation entered into, received or filed by the Agent
on behalf of the Owners pursuant to this Section 4 .9 .
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(g)

	

In accepting responsibilities, as set forth herein, subject to Section
7 .4(b) and Section 7.6, the Agent (i) agrees it will carry out the provisions of this Agreement
with the same prudence and care that it would exercise if it were constructing and operating
SLCC and SL Common solely for its own benefit ; (ii) agrees that it will proceed with con-
struction and operation in accordance with prudent utility practice and other provisions of this
Agreement; and (iii) agrees to use its reasonable best efforts to secure, administer and enforce
contracts for the construction of SLCC in a manner to achieve commercial operation in accor-
dance with a completion schedule and budget approved by the Management Committee, and
consult with the Owners with respect to any anticipated material delays in the completion
schedule or increases in the budget .

(h)

	

For the purposes of this Agreement, all individuals employed by the
Owner that is acting as Agent which are used by the Agent for purposes of the construction,
ownership or operation of SLCC or SL Common shall be considered employees of the Owner
that is acting as Agent and no other Owner .

(i)

	

The Agent shall not enter into any contract with any Owner or any af-
filiate of an Owner in connection with the construction, ownership and operation of SLCC or
SL Common except as contemplated herein or approved by the Supermajority Vote of the
Management Committee .

(j)

	

The Agent shall famish to any Owner such information and copies of
such documents and records as such Owner may reasonably request from time to time con-
cerning any aspect of the construction, ownership and operation of SLCC and SL Common.

4.10 .

	

Transaction Documents . In addition to the Transaction Documents re-
ferred to in Sections 2.7(b), 5.3(b) and 53(c), the Owners shall enter into operating agree-
ments (each a Transaction Document) for the purpose of establishing more detailed provisions
and procedures to implement the provisions of this Agreement as well as for defining the op-
erating parameters for SLCC, including those Transaction Documents contemplated by Sec-
tions 5.2, 5.3(a) and 5 .6 . If an Owner shall transfer, under the provisions of this Agreement
(other than pursuant to Section 6.2), all or any portion of its Ownership Shares to a transferee
which is not an Owner at the time, such Owner shall assign, and shall cause such transferee to
assume, the related portion of its rights and obligations under any Transaction Document ap-
plicable thereto . No assignment of any rights or obligations under any Transaction Document
shall be made except in connection with a transfer of Ownership Shares hereunder .



ARTICLE V

CAPACITY AND ENERGY ENTITLEMENT
AND FINANCIAL OBLIGATIONS

5 .1 .

	

Capacity Entitlement . Subject to the provisions of Sections 5 .4 and 5.6,
each Owner shall be entitled at all times to the then effective maximum operable capacity of
SLCC (as determined by the Agent, but not in excess of that then permitted by law) in pro
portion to its Ownership Share in SLCC at such time, and it hereby waives any and all 'right to
any capacity in excess of such pro rata amount . An Owner shall be entitled to greater capacity
to the extent any other Owner agrees to provide such Owner any or all of its capacity entitle-
ment, such terms of interchange to be governed by Section 5 .5 hereof.

5 .2 .

	

Energy Entitlement. Subject to the provisions of Section 5 .4, each
Owner, at all times, (a) shall be entitled to schedule and have the right to receive energy from
SLCC at a rate not in excess of that portion of the then maximum operable capacity of SLCC
to which such Owner is entitled pursuant to Section 5 .1 ; provided , however, that each Owner
shall only be so entitled if, at such time, the total energy scheduled from SLCC is at a rate not
less than the minimum operable capability of SLCC (as determined by the Agent, but not less
than that then required by law), and (b) if requested by the Agent, shall schedule energy from
SLCC at a rate not less than that portion of the minimum operable capability of SLCC (as de-
termined by the Agent, but not less than that then required by law), which is proportional to
its Ownership Share in SLCC at such time, each such maximum operable capacity and mini-
mum operable capability as measured on the basis of net output of SLCC. All such schedul-
ing of energy by an Owner shall be conducted pursuant to and in the manner provided'by the
applicable Transaction Documents . EDE, WGI and the Agent acknowledge and agree that,
for the purposes of this Section 5 .2, the normal, minimum operable capability of SLCC shall
be established at approximately 60% of the maximum operable capacity of one of the twq
combustion turbines utilized in SLCC, plus 100% of the associated output of the steam tur-
bine, which is currently estimated to aggregate 160 megawatts .

5 .3 .

	

Financial Obligations .

(a)

	

Each Owner shall at all times pay

(i)

	

a share corresponding to its then Ownership Share in SLCC of all ex-
penditures for construction, operation and maintenance (excluding fuel and other vari-
able generating costs as provided in the applicable Transaction Documents) of SLCC
and for renewals, replacements, additions and retirements in respect thereof;
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(ii)

	

a share corresponding to its then Ownership Share in SL Common of
all expenditures for construction, operation and maintenance of SL Common and for
renewals, replacements, additions and retirements in respect thereof, and

(iii)

	

subject to Section 5.6 hereof, a share of all expenditures in respect to
fuel burned at SLCC (and other variable generating costs as provided in the applicable
Transaction Documents) .

(b)

	

Because EDE, as of the date of this Agreement, owns 100% of SL2CT,
the Existing Land and the Existing SL Common, WGI agrees to make monthly cash payments
to EDE on the first business day of each month beginning as of May 3, 1999 and extending
through and including October 2, 2000 of such amounts and on such terms as are more fully
described in a "Payment Agreement" between EDE and WGI entered into on the date hereof.

(c)

	

All of the mechanics for the billing of and payment for the expenditures
outlined in Subsections (a) and (b) above shall be governed by an "Accounting and Cash Flow
Memorandum," (with an "Accounting Manual" attached thereto) which shall be entered into
by EDE, WGI and the Agent on the date hereof.

(d)

	

For the purposes of this Section, expenditures shall not be deemed to
include (i) interest charges on borrowed funds, income taxes, and property, business and oc-
cupation taxes of each Owner, which shall be bome entirely by such Owner, and (ii) depre
ciation, amortization and allowances for funds used during construction . Property taxes at-
tributable to SLCC or SL Common shall be shared by the Owners in accordance with the Ac-
counting Manual.

(e)

	

EDE shall remain responsible for and shall pay and perform all liabili-
ties, obligations, costs and expenses to the extent that such liabilities, obligations, costs and
expenses are incurred for the account of EDE and not for the account of all of the Owners
hereunder as may be appropriate to effect the provisions of this Agreement with respect to or
in any way relating to the ownership, operation or use of the Existing Land, SL2CT or the
Existing SL Common prior to the respective dates of transfer of such property pursuant to
Section 2.3 .

(f)

	

Notwithstanding anything to the contrary herein, WGI shall not be ob-
ligated to make any payment hereunder to the extent it has made such payment pursuant to the
interim agreement dated as of April 30, 1999 among EDE, WGI and Western Resources, Inc .

5 .4 . Default .

(a)

	

If prior to the date of commercial operation of SLCC an Owner shall
(i) be in default of any non-payment obligation hereunder for a period of 30 days or more after
written notice thereof by any other Owner or by Agent, (ii) fail or be unable, for any reason
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whatsoever, to make any payment within 10 days after receipt of written notice that such
payment was due and not paid (A) for or on account of the construction of SLCC or (B) for
payments required by Section 5 .3(a)(ii) or 5 .3(b), (iii) be subject to a Bankruptcy Event, or
(iv) be in default beyond any applicable cure period under any mortgage, deed of trust, secu-
rity agreement or other instrument under which a lien or. other security interest has been
granted or will be acquired in such Owner's ownership interests in SLCC or SL Common and
shall have received an indication from a trustee or similar entity that such entity is considering
exercising its right of foreclosure with respect to such Owner's ownership interests in SLCC
or SL Common, then such Owner shall be deemed to be in default hereunder and the non-
defaulting Owner or Owners may, by written notice to the defaulting Owner, but without re-
lieving the defaulting Owner of its liability for the default, agree to complete or cause the
completion of construction of SLCC without additional payments by the defaulting Owner
and either (x) limit the defaulting Owners Ownership Shares to the percentages equal to the
product of the Ownership Shares of the defaulting Owner as stated in Section 2 .5 multiplied
by the ratio of the payments theretofore made by the defaulting Owner to the payments that
should have been made by the Defaulting Owners at such date, in each case with respect to all
payments required pursuant to this Agreement for the construction, ownership and operation
of SLCC and SL Common, exclusive of any allowance for funds used during construction, in
which event the defaulting Owner's Ownership Shares shall reduce automatically and concur-
rently as and to the extent that additional construction expenditures (exclusive of any allow-
ance for funds used during construction) are paid by or for the account of the non-defaulting
Owner, or Owners for completion thereof or as and to the extent any Owner fails to make
payments pursuant to Section 5 .3(a)(ii) or 5 .3(b) ; or (y) purchase the entire Ownership Shares
of the defaulting Owner for an amount equal to the amount of payments theretofore made by
such defaulting Owner to the date of such purchase multiplied by 95% (or 100% if the de-
faulting Owner is only in default under cause (iv) above), such purchase cost to be shared, and
such Ownership Shares of the defaulting Owner to be acquired, by the non-defaulting owners
in proportion to their Ownership Shares in SLCC and SL Common, as applicable ; provided ,
however , that, with respect to clause (x) above, upon completion of SLCC, the defaulting
Owner shall remain subject to all provisions of this Agreement with respect to any reduced
Ownership. Shares; provided further, however, that with respect to clauses (x) and (y) above,
to the extent EDE is the defaulting Owner, EDE shall retain an Ownership Share in SL Com-
mon at least equal to the then existing EDE Common Percentage . In any such event, the re-
spective Ownership Shares of the Owners shall adjust automatically and proportionately to
reflect the defaulting Owner's decreasing Ownership Shares and the non-defaulting Owners'
increasing Ownership Shares as and to the extent that additional construction expenditures are
made or caused to be made by each non-defaulting Owner for completion thereof or as and to
the extent any Owner fails to make payments pursuant to Section 5 .3(b) . Correspondingly, if,
subsequent to the date of commercial operation of SLCC, any Owner defaults in its obligation
to pay its proportionate share of property additions, betterments or improvements, then the
Ownership Shares of such defaulting Owner shall be subject to the same reduction or pur-
chase as specified above in this Section 5 .4(a) .
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(b)

	

If subsequent to the date of commercial operation of SLCC any Owner
becomes subject to a Bankruptcy Event or a default by any Owner occurs in the payment of
all or any part of its share of any expenditures as required by Section 5.3 (other than as speci
fied in the last sentence of Section 5 .4(a)), such Owner shall not be entitled to any capacity
entitlement or to schedule or receive any energy from SLCC during the continuance of such
Bankruptcy Event or such default if such Bankruptcy Event or default is not cured within five
(5) days after receipt of written notice by any other Owner or the Agent of such Bankruptcy
Event or default . During the remaining period of any such Bankruptcy Event or such default,
the non-defaulting Owners shall be entitled (without relieving the defaulting Owner of its li-
ability for the default) to schedule and receive all the energy capable of being produced by
SLCC (including the capacity entitlement of the defaulting Owner) in proportion to their re-
spective Ownership Shares in SLCC; provided, however, that if and when the defaulting
Owner cures such default (which shall include payment of interest on all amounts past due at
a rate equal to the LIBOR Rate (as defined in the Accounting and Cash Flow Memorandum))
prior to the effective date of a termination of the rights of such defaulting Owner in accor-
dance with the terms'of this Section 5 .4(b), the defaulting Owner's rights to capacity entitle-
ment and energy entitlement in accordance with Sections 5 .1 and 5 .2 of this Agreement shall
be restored within seven days of the date that such default is cured . If such Bankruptcy Event
or such payment default shall continue for more than 30 days, Owners of a majority of the
Ownership Shares in SLCC (excluding the Ownership Shares of the defaulting Owner) may
give written notice (a " Termination Notice") to the defaulting Owner, with copies to all Own-
ers, to terminate all rights ofthe defaulting Owner under this Agreement on the date specified
in such notice, which date shall be not less than 150 days after the giving of such notice, un-
less such Bankruptcy Event or default shall be remedied prior to the date of termination . If,
after receipt of a Termination Notice, the Bankruptcy Event or default is not so remedied,
upon the effective date of such termination,

(i)

	

the defaulting Owner shall cease to have any rights under this Agree-
ment except for its right to receive payment for its Ownership Shares pursuant to
clause (iii) below ;

(ii)

	

the defaulting Owner shall pay to the Agent all amounts then owed by
the defaulting Owner under the terms of this Agreement with interest thereon at the
then interest rate at which Missouri statutes then prescribe interest on judgments, to
gether with the amount of any damages incurred by the non-defaulting Owners in con-
nection with such default or the termination of the defaulting Owner's rights under this
Agreement (including but not limited to legal and other expenses);

(iii)

	

subject to all required governmental regulatory approvals, the non-
defaulting Owners shall purchase the defaulting Owners' Ownership Shares at a pur-
chase price equal to (x) 95% of the lower of the fair market value (as determined by an
Independent Appraisal) or the Book Value of the defaulting Owner's Ownership
Shares less (y) all amounts owed by the defaulting Owner pursuant to the terms of



clause (ii) above (and for this purpose, the non-defaulting Owners may withhold from
such payment a reasonable estimate of the damages to which such non-defaulting
Owners may be entitled under clause (ii) above until final resolution of any dispute
relating to such damages pursuant to Section 8.1 of this Agreement) . If the amount
required to be deducted under clause (y) of the preceding sentence is greater than the
amount described in clause (x), the defaulting Owner shall remain liable for the defi-
ciency. Such payment, if any, by the non-defaulting Owners shall be in the proportion
of their respective Ownership Shares in SLCC and SL Common; provided , however,
that if EDE is the defaulting Owner, the non-defaulting Owners shall purchase 100%
of EDE's Ownership Share in SLCC and that portion of EDE's Ownership Share in SL
Common which would result in EDE retaining an Ownership Share in SL Common
equal to the product of (A) 100% and (B) a fraction, the numerator of which is the
maximum operable capacity of SL ICT to which EDE is entitled and the denominator
of which is the sum of (1) the maximum operable capacity of SL 1 CT to which EDE is
entitled and (2) the maximum operable capacity of SLCC (the " EDE Common Per-
centage") ; and -

(iv)

	

the non-defaulting Owners shall succeed to all of the defaulting
Owners rights and obligations under this Agreement, the Transaction Documents and
the Contracts, in accordance with their respective Ownership Shares .

(c)

	

To the extent a defaulting Owners Ownership Shares are decreased or
purchased pursuant to this Section, the defaulting Owner shall take all actions legally required
under applicable law to assign that portion of its rights and obligations in the Contracts, equal
to the decrease in its Ownership Shares, to the other Owners . To the extent the defaulting
Owner shall fail to execute any required documentation, it hereby grants to the Agent a power
of attorney to so execute such documentation . The defaulting Owner shall cause any transfer
of its Ownership Shares under this Section 5 .4 to be free and clear of all mortgages, liens, se-
curity interests or other encumbrances other than (i) Permitted Encumbrances, (ii) encum-
brances otherwise granted or approved in writing by all Owners as encumbrances on all or a
portion of SLCC or SL Common and (iii) encumbrances as to which the satisfaction and re-
lease thereof have been waived by the non-defaulting Owners .

(d)

	

Nothing in Section 5.4(a) or 5 .4(b) is intended to relieve, or shall re-
lieve, a defaulting Owner of its liability for any default, except to the extent such defaulting
Owner's Ownership Shares are purchased pursuant to Section 5 .4(b)(iii) . The exercise by the
non-defaulting Owner or Owners of any rights provided for in this Section 5 .4 (including
rights which reduce the Ownership Shares of the defaulting Owner or permit the non-
defaulting Owner or Owners to use the capacity entitlement of the defaulting Owner) shall be
considered only in mitigation of the damages due the non-defaulting Owner or Owners for
which the defaulting Owner shall be and remain liable until paid, together with interest
thereon at a rate equal to 125% of each non-defaulting Owner's authoriied rate of accrual of
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(i) an allowance for funds used during construction (AFUDC), (ii) interest during construction
(IDC), or (iii) other similar cost component regularly used by such non-defaulting Owner,
each as applicable during such period .

(e)

	

In the event that any dispute exists between or among the Owners with
respect to the payment or performance of any obligation of an Owner under this Agreement or
any of the Transaction Documents, such Owner may tender payment or performance as de
manded by any other Owner or the Agent under protest and reservation of rights (as more
fully described in the Accounting and Cash Flow Memorandum) without waiving such
Owner's rights thereafter to bring an action or proceeding under applicable law (after com-
plying with the provisions of Section 8.1) to resolve such dispute and to secure such judgment
or other relief as may be appropriate under the circumstances .

5 .5 ..

	

Interchange . Except as otherwise provided in Section 5.4 or in any
Transaction Document, the use by an Owner of the capacity entitlement of another Owner
shall be settled on the basis of applicable rate schedules for such interchange transactions
between such Owners as the same then may be in effect .

5 .6 .

	

Fuel . A procurement strategy for fuel will be agreed to by the Fuel
Committee which strategy may be changed at any time . The Transaction Documents referred
to in Section 4 .10 shall cover the procurement of fuel . However, nothing in this Agreement or
the Transaction Documents shall prohibit each Owner from the procurement of and payment
for the fuel to be used for such Owner's scheduled energy entitlement pursuant to Section 5 .2
hereof. If, upon request by the Agent made to any Owner, pursuant to Section 5 .2(b) hereof,
to schedule energy from SLCC at such Owner's share of the minimal operable capacity of
SLCC, such Owner is unable or unwilling to procure the required fuel for such energy, then
the Agent may procure enough fuel on behalf of the other Owners to cover such Owner's
shortfall ; provided , however; that notwithstanding Section 5.3(a)(iii) hereof, if the Agent pro-
cures such fuel, such non-procuring Owner shall pay a share of all expenditures in respect to
fuel burned at SLCC. and other variable generating costs as set forth in the applicable Trans-
action Documents .

ARTICLE VI

PARTITION - ENCUMBRANCE -TRANSFER

6.1 .

	

Partition . The Owners and their successors and assigns hereby waive
their respective rights with respect to the partition of SLCC and SL Common for a period of
time ending with the abandonment of the use thereof for the generation, transmission or dis
tribution of electricity . No Owner nor their respective successors or assigns shall take or re-
sort to any action (including, without limitation, any court proceeding at law or in equity) or
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enter into any agreement (including, without limitation, any security agreement or mortgage)
for the purpose of or which might result in a partition of SLCC or SL Common (including,
without limitation, the Site, the Facilities, and all additions and improvements thereto and re-
placements thereof) . Each Owner, for itself and its successors and assigns, hereby releases all
partition rights in respect thereof, whether now existing or hereafter accruing, whether under
common law or statute, and whether in kind or otherwise, and each Owner shall from time to
time, upon written request by any other Owner, execute and deliver such further instruments
as may be necessary or appropriate to confirm the foregoing waiver and release of partition
rights . The provisions of this Section 6.1 shall continue in effect for the period of time speci-
fied above, and each Owner acknowledges and agrees that, in light of the significant economic
investment jointly made by the Owners in SLCC and SL Common, such period of time is a
reasonable period to establish for the waiver of partition rights and for the other agreements of
the Owners set forth in this Section 6.1 . Consequently, the parties hereto expressly agree that
the provisions of this Section 6.1 shall never be deemed to create or impose an unreasonable
restraint on alienation.

6.3 . Transfer .
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6.2 .

	

Encumbrance . Each Owner and its successors and assigns shall have
the right to and may collaterally assign, pledge, grant a security interest in or otherwise en-
cumber its Ownership Shares in SLCC and SL Common (subject in all respects to the provi
sions of this Agreement, including, without limitation, Sections 4.8 and 6 .1 hereof and subject
to receipt of all required regulatory approvals) by any sale-leaseback transaction, deed of trust,
mortgage indenture or other security agreement, whether now existing or hereafter created as
security for its present or future bonds or other obligations or securities, without the prior con-
sent of any other Owner; provided, however, that in the case of a sale-leaseback transaction
(unless otherwise consented to by the Owners holding a majority of the Ownership Shares in
SLCC not owned by the transferring Owner, which consent shall not be unreasonably with-
held), upon the expiration of such lease, and absent any default thereunder, title to such Own-
ership Shares shall revert back to the original Owner participating in such transaction . Any
trustee, lessor or secured party thereunder, when acting pursuant to the provisions thereof,
shall have the benefit of, and may require and enforce performance of, the covenants and ob-
ligations herein and may exercise all rights and powers of such Owner under this Agreement
and the applicable Transaction Documents as the same may then be in effect.

(a)

	

Any Owner (the "Transferring Owner") may sell, transfer, assign, con-
vey or otherwise dispose of all of its Ownership Shares, without the consent of any other
Owner, (i)(x) in the case of WGI, to a WGI Preferred Transferee and (y) in the case of any
other Owner (including any Owner to whom WGI transfers all or any portion of its Ownership
Shares in accordance with the terms of this Agreement), to another corporation (whether or
not affiliated with such Owner) together with all or substantially all of its other electric gener-
ating property, pursuant to or as a result of a merger, consolidation, liquidation or corporate
reorganization or, in the case of a Transferring Owner that is in the business of selling electric



power, by sale of substantially all such Transferring Owner's electric generating assets, or (ii)
to any corporation that is an affiliate of such Transferring Owner, provided that with respect
to any such transaction described in clause (i) or (ii) all regulatory approvals for such transfer
shall have been obtained and such corporation by written agreement or by operation of law
assumes the obligations hereunder of the Transferring Owner . Upon assumption by such
transferee corporation of the Transferring Owner's obligations hereunder and payment of all
amounts then due by the Transferring Owner under this Agreement, the Transferring Owner
shall be released from all liabilities and obligations under this Agreement accruing subsequent
to the transfer ; provided , however, that in the case of a transfer pursuant to clause (ii) of this
Section 6 .3(a) to an affiliate of the Transferring Owner, the Transferring Owner shall not be
so released from its obligations and liabilities under this Agreement without the consent of the
non-transferring Owners holding a majority of the Ownership Shares in SLCC not owned by
the Transferring Owner (which consent shall not be unreasonably withheld) .

(b)

	

Other than as provided in Section 6 .2 or 6 .3(a), a Transferring Owner
may not sell, transfer, assign, convey or otherwise dispose of its Ownership-Shares or any
portion thereof unless (i) such Ownership Shares or any portion thereof are transferred pursu
ant to the provisions of Section 6 .4 hereof to another entity or agency including any other
Owner (the "Approved Transferee"), (ii) all regulatory approvals for such transfer shall have
been obtained and (iii) such Approved Transferee is a corporation incorporated in the United
States . Upon assumption by such Approved Transferee of the Transferring Owner's obliga-
tions hereunder and payment of all amounts then due by the Transferring Owner under this
Agreement relating to the portion of the Ownership Shares so transferred, the Transferring
Owner shall be released from the corresponding liabilities under this Agreement accruing sub-
sequent to the transfer .

(c)

	

Any transfer by an Owner other than EDE of its Ownership Shares or
any portion thereof must consist of a transfer of all of its Ownership Shares in SLCC and SL
Common or equal percentages thereof. Any transfer by EDE of its Ownership Share in SLCC
or any portion thereof must consist of a transfer of a portion of its Ownership Share in SL
Common equal to the portion of its Ownership Share in SLCC so transferred less the EDE
Common Percentage at such time . Notwithstanding any provision in this Agreement to the
contrary, EDE may, at any time and from time to time, sell or otherwise transfer a portion of
its Ownership Share in SL Common up to the then existing EDE Common Percentage in con-
nection with a corresponding sale of a portion of SL ICT.

6 .4 .

	

Right of First Refusal .

(a)

	

Except with respect to transfers permitted under Section 6.2 or 6 .3(a),
should the Transferring Owner desire to sell, transfer, assign, convey or otherwise dispose of
its Ownership Shares or any portion thereof (the "Transfer Shares"), the other Owners (which
shall include the Approved Transferee if an Owner at such time) of Ownership Shares (the
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"Remainine Owners") shall have rights of first refusal, as provided in this Section, to purchase
such Transfer Shares, and such Transferring Owner shall not dispose of such Transfer Shares
except as provided in this Section .

(b)

	

At least 120 days prior to its intended date to so dispose of its Transfer
Shares, and after receipt by it of a bona fide written offer, which it desires to accept, from the
Approved Transferee (who shall be a buyer ready, willing and able to purchase the Transfer
Shares upon expiration of the notice periods specified in this Section), the Transferring Owner
shall serve a written Notice of Intent to Transfer upon the Remaining Owners . Such Notice
shall contain the name of the Approved Transferee, the approximate proposed date of disposi-
tion of such Transfer Shares, the terms and conditions of said bona fide written offer received
by the Transferring Owner from the Approved Transferee, and the terms and conditions under
which the Transferring Owner would sell such Transfer Shares to the Remaining Owners
(which shall include, without limitation, the right to purchase for cash), which shall be at least
as favorable to the Remaining Owners as the terms and conditions offered by the Approved
Transferee. In the event that the offer from the Approved Transferee is not an all cash offer,
any dispute over whether the terms and conditions offered by the Transferring Owner to sell
to the Remaining Owners for cash are at least as favorable to the Remaining Owners as the
terms offered by the Approved Transferee shall be resolved by an Independent Appraisal.

(c)

	

Each Remaining Owner desiring to purchase all or any portion of such
Transfer Shares shall signify such desire by serving written Notice of Intent to Purchase upon
the Transferring Owner and the other Remaining Owners within 90 days after receipt of a
Notice of Intent to Transfer under Subsection (b) .

(d)

	

Ifthe Remaining Owners signify their intention under Subsection (c) to
purchase in the aggregate more than the entire Transfer Shares, then each such Remaining
Owner shall have the right to purchase (i) a portion of the Transfer Shares not in excess of the
ratio of its Ownership Shares to the aggregate Ownership Shares of the Remaining Owners
who have served a Notice of Intent to Purchase under Subsection (c), plus (ii) a similar pro-
portionate. share of the Transfer Shares which other Remaining Owners elect not to purchase .

(e)

	

If in their Notices of Intent to Purchase served under Subsection (c) the
Remaining Owners should signify an intention to purchase less than the entire Transfer
Shares, the Remaining Owners shall have an additional 30 days after receipt of the last Notice
of Intent to Purchase under Subsection (c) to resignify their intention to purchase the entire
Transfer Shares . If, upon resignification, the Remaining Owners signify their intention to
purchase in the aggregate more than the entire Transfer Shares, then such Owners shall have
the right to purchase the Transfer Shares in accordance with Subsection (d) .

(f)

	

If and when intention to purchase the entire Transfer Shares has been
signified by written Notices of Intent to Purchase from the Remaining Owners, disposal of
such Transfer Shares shall be effected by the Transferring Owner to the Remaining Owners as
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soon as practicable after the signifying of the intention to purchase the entire Transfer Shares
in accordance with their respective Notices of Intent to Purchase, subject to all required gov-
ernmental regulatory approvals thereof, and release of all mortgages, liens, security interests
or other encumbrances other than (i) Permitted Encumbrances, (ii) encumbrances otherwise
granted or approved in writing by all Owners as encumbrances on all or a portion of SLCC or
SL Common and (iii) encumbrances as to which the satisfaction and release thereof have been
waived by the Remaining Owners . The Transferring Owner shall take all action legally re-
quired and use its reasonable best efforts to obtain such approvals and effect such releases .

(g)

	

If the Remaining Owners have failed to signify (by proper Notices of
Intent to Purchase as provided hereunder) their intention to purchase the entire Transfer
Shares, the Transferring Owner shall be entitled to dispose of the entire Transfer Shares to the
Approved Transferee upon the terms and conditions stated in its bona fide written offer, in-
cluding obtaining all required governmental regulatory approvals, which the Remaining Own-
ers agree not to directly or indirectly oppose .

(h)

	

Any disposition of Transfer Shares hereunder, whether to any Remain-
ing Owner or Owners or to any Approved Transferee, shall be made subject to all of the bene-
fits and burdens of the covenants and obligations applicable thereto as provided in this
Agreement. Any such Approved Transferee shall, in a written notice to the other Owners,
upon receipt of Transfer Shares, agree to be bound by the terms of this Agreement and the ap-
plicable Transaction Documents . In addition, the Transferring Owner shall execute all docu-
mentation required under applicable law to assign that portion of its rights and obligations in
the Contracts equal to the Transfer Shares to the Remaining Owner or Owners or to the Ap-
proved Transferee, as applicable . Unless otherwise provided in the Notice of Intent to Trans-
fer, if the Transfer Shares constitute all of the Ownership Shares then owned by the Transfer-
ring Owner (or, in the case of EDE, if the Transfer Shares constitute all of EDE's Ownership
Share in SLCC and a portion of EDE's Ownership Share in SL Common at least equal to that
which would leave EDE with an Ownership Share in SL Common no greater than the EDE
Common Percentage after such transfer), then upon transfer of the Transfer Shares hereunder
and payment of all amounts then due by the Transferring Owner under this Agreement, the
Transferring Owner shall be released from all liabilities and obligations under this Agreement
accruing subsequent to the transfer.

ARTICLE VII

COVENANTS AND OBLIGATIONS

7.1 .

	

Equitable Servitude .

	

The respective covenants and obligations of the
Owners under this Agreement are intended to be in the nature of covenants and equitable ser-
vitudes (not liens) which shall run with the respective rights, titles and interests of their Own-
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ership Shares, and be for the benefit of and be binding upon any and all persons whomsoever
having or claiming any right, title or interest in or to SLCC or SL Common by, from, through
or under the Owners, or their successors or assigns .

7.2 .

	

Independent Covenants and Obligations . The covenants and obliga-
tions contained in this Agreement are deemed to be independent covenants, not dependent
covenants, and the obligation of any Owner to keep and perform all of the covenants and obli
gations assumed by or imposed upon it hereunder is not conditioned upon the performance by
any other Owner of all or any of the covenants and obligations to be kept and performed by it .

7.3 .

	

Several Obligations . The obligations and liabilities of the Owners are
intended to be several and not joint or collective, and nothing herein contained shall be con-
strued to create an association, joint venture, trust or partnership . Each Owner shall be indi
vidually responsible for the performance of its own obligations herein provided . No Owner
shall have a right or power to bind any other Owner without its express written consent, ex-
cept as expressly provided in this Agreement or any of the Transaction Documents .

7.4 . Liability .

(a)

	

All risk, loss and damage arising out of the ownership, construction,
operation, or maintenance of SLCC and SL Common will be bome by each Owner in propor-
tion to its Ownership Share in SLCC and SL Common, respectively, portions of which may
be insured at costs to be shared proportionately by them. If insured, the Owners shall be
named insured as their respective interests may appear, with subrogation rights waived, sub-
ject to any Insurance Memorandum entered into by the Owners . If any Owner shall be re-
quired to make any payment or incur any obligation in excess of its proportionate Ownership
Shares, then the other Owners shall indemnify and reimburse such Owner proportionately to
the extent of any such excess.

(b)

	

The Agent shall not be liable to any Owner for any loss, cost, damage
or expense caused by delays in completion or unavailability of SLCC or SL Common or by
plant shutdowns or service interruptions unless any such loss, cost, damage or expense was
caused by an action or failure to act by the Agent and such action or failure to act was not a
prudent utility practice and was materially prejudicial to such Owner for the benefit of the
Owner that is acting as Agent.

(c)

	

The Agent does not provide any assurances as to, or guarantee, the final
cost of construction, operation, maintenance or decommission of any part of SLCC or SL
Common. All oral and written forecasts of costs, construction, expenditures and operating
and maintenance expenses are estimates only, subject to change and final determination at the
time the costs are incurred .
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7.5 .

	

Force Maieure. If, because of a force majeure, the Agent or any Owner
is unable to carry out and perform any of its obligations under this Agreement (except the
payment of money), and if the Agent or such Owner promptly gives all Owners or the other
Owners, as applicable, written notice of such force majeure, then the obligation of the Agent
or the Owner giving such notice shall be suspended to the extent made necessary by such
force majeure and during its continuance, provided the effect of such force majeure is elimi-
nated insofar as possible with all reasonable dispatch . The term "force majeure" as used
herein (i) shall mean causes not within the control of the party directly affected and claiming
suspension of its obligations (other than the payment of monetary obligations) and which by
the exercise of due diligence and foresight could not reasonably have been avoided, and (ii)
shall be deemed to include, but not be limited to, acts of God, acts of civil or military authori-
ties, acts of war or public enemy, acts of any court, regulatory agency or administrative body
having jurisdiction, insurrections, riots, strikes or other labor disturbances, breakdown of or
accidents to plant, equipment or facilities, fires, explosions, floods, drought or similar acts of
nature, interruption of transportation, embargoes or other causes of a similar nature ; provided,
however, that any strike or other labor disturbance may be settled at the sole discretion of the
party directly affected thereby .

7 .6 .

	

Indemnification of Agent . Each Owner hereby indemnifies and holds
the Agent and its affiliates, officers, directors and employees (the Agent and each such other
person being an "Agent Indemnified Party") harmless, in proportion to its respective Owner
ship Share in SLCC, from any and all losses, claims, liabilities and damages arising from or
relating to'any Agent Indemnified Party's performance as agent under this Agreement or the
transactions contemplated hereby, and each Owner shall promptly reimburse (or, upon the re-
quest of the Agent, promptly advance), in proportion to its respective Ownership Share in
SLCC, such Agent Indemnified Party for all expenses (including counsel fees and expenses)
as they are incurred in connection with the investigation of, preparation for or defense of any
pending or threatened claim or any action or proceeding arising therefrom, whether or not
such Agent Indemnified Party is a party, whether or not such claim, action or proceeding is
initiated or brought by or on behalf of such Agent Indemnified Party and whether or not re-
sulting in any liability ; provided , however , that no Owner shall be liable for any of the fore-
going to the extent such losses, claims, liabilities, damages or expenses are determined by a
court of competent jurisdiction in a final and non-appealable judgment to have resulted from a
deliberate violation of this Agreement occurring pursuant to duly authorized action by corpo-
rate officers of the Agent .

7 .7 .

	

IRS Election . The Owners will cause the timely filing of an election
that the arrangement contemplated by this Agreement be excluded from the application of
Subchapter "K" of Chapter 1 of Subtitle "A" of the Internal Revenue Code of 1986, or any
successor provision, or such portion or portions thereof as may be permitted or authorized by
the Secretary of the Treasury or his delegate, insofar as such subchapter or any portion or por-
tions thereofmay be applicable to such arrangement or the Owners under this Agreement.
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ARTICLE VIII

DISPUTE RESOLUTION

8.1 .

	

Disputes .

	

In the event of a dispute among the Owners, the Owners
shall attempt, in good faith, to resolve the dispute amicably and promptly . If the Owners are
unable to resolve the dispute within 60 days, or such shorter period as the Owners may agree,
despite such good faith efforts, the Owners may: (i) by mutual agreement, submit the dispute
to binding arbitration under such rules and procedures as they may at the time so agree to ; or
(ii) pursue any other legal or equitable remedies that may be available .

ARTICLE IX

GENERAL PROVISIONS

9.1 .

	

Implementing and Confirmatory Instruments . Each Owner shall exe-
cute such instruments as may from time to time reasonably be requested by any other Owner
or the Agent to implement the provisions of this Agreement, any Transaction Document or
any Contract, including instruments of conveyance and transfer, and to confirm the effective
Ownership Shares in the facilities and property which then constitute SLCC or SL Common.
Each additional Owner (other than EDE or WGI) shall sign and deliver to each other Owner
and the Agent a written document assuming its proportional obligations and agreeing to per-
form the provisions of this Agreement, the Transaction Documents and the Contracts .

9 .2 .

	

Waivers . No waiver by an Owner of its rights with respect to a default
under this Agreement shall be effective unless all non-defaulting Owners waive their respec-
tive rights . Any such waiver shall not be deemed to be a waiver with respect to any subse
quent default or matter . No, delay short of the statutory period of limitations in asserting or
imposing any right hereunder shall be deemed a waiver of such right .

9.3 .

	

Notices . All communications hereunder shall be in writing and shall be
hand delivered, mailed by certified mail, couriered by next-day air courier or telecopied and
confirmed in writing . Notices to EDE shall be directed to it at The Empire District Electric
Company, 602 Joplin Street, Joplin, Missouri 64802, attention of Vice President of Energy
Supply, telecopier number (417) 625-5153 . Notices to WGI shall be directed to it at 818
South Kansas Avenue, Topeka, Kansas 66612, attention of President, telecopier number (785)
575-8173, and with a copy to Western Resources, Inc., 818 South Kansas Avenue, Topeka,
Kansas 66612, attention of General Counsel, telecopier number (785) 575-1936 . All such no-
tices and communications shall be deemed to have been duly given: when delivered by hand,
if personally delivered ; when receipt is acknowledged by the addressee, if mailed by certified
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mail ; one business day after being timely delivered to a next-day air courier guaranteeing
overnight delivery ; and when receipt is acknowledged by the addressee, if telecopied . Any
party to this Agreement may change its notice address by giving notice of its new address to
the other parties in accordance with the provisions ofthis Section 9.3 .

9.4 .

	

Severability .

	

In the event any provision hereof or the application
thereof to any person or circumstance shall be held invalid in any final decision by a court
having jurisdiction in the premises, the remainder of this Agreement and its application to
persons or circumstances other than those as to which it was held invalid shall not be affected
thereby .

9.5 .

	

Governing Law.

	

The validity, interpretation and performance of this
Agreement and each of its provisions shall be governed by the laws of the State of Missouri,
without giving effect to any provisions relating to conflict of laws .

9 .6 .

	

' No Third Partv Beneficiary . The parties hereto do not intend to create
rights in or to grant remedies to any third party as a beneficiary of this Agreement or of any
duty, covenant, obligation of undertaking established herein .

9 .7 .

	

Amendments . An amendment to this Agreement shall be effective
upon written approval by such Owner or Owners whose collective Ownership Share in SLCC
is at least 75% so long as such amendment does not cause the relative rights and obligations
of any Owner to differ in any respect from the rights and obligations of any other Owner.
Any other amendment requires the written approval of each Owner.

9.8 .

	

Confidentiality . Each party hereto agrees that it will keep in strict con-
fidence, and will instruct, and use its reasonable best efforts to cause, its advisors and repre-
sentatives to keep in strict confidence, all nonpublic information obtained from any other
party hereto, including all documentation and cost studies, unless such information is dis-
closed with the prior written consent of the party to which it relates ; provided , however, that
this restriction shall not apply to information which (a) has at the time in question entered the
public domain other than by reason of breach of this provision by a party hereto ; (b) is re-
quired to be disclosed by law or by any order, rule, or regulation (whether valid or invalid) of
any court, or governmental agency, or authority, but only to the extent such disclosure is so
required; provided that the party disclosing the nonpublic information shall promptly give no-
tice of such disclosure to the party from whom the information was obtained and shall cooper-
ate with the party from whom the information was obtained in an effort to ensure that confi-
dential treatment will be accorded such nonpublic information to the extent feasible ; (c) is
reasonably required or requested by any utility regulatory agency having jurisdiction over the
party so required or requested to furnish the nonpublic information ; provided that the party
disclosing the nonpublic information shall promptly give notice of such disclosure to the party
from whom the information was obtained and shall cooperate with the party from whom the
information was obtained in an effort to ensure that confidential treatment will be accorded
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such nonpublic information to the extent feasible ; or (d) is reasonably required to be provided
to any party's accountants, attorneys, mortgagees or financial advisors in connection with this
Agreement or the transactions contemplated hereby ; provided that the party disclosing the
nonpublic information uses its reasonable best efforts to cause such accountants, attorneys,
mortgagees or other financial advisors to keep such nonpublic information in strict confi-
dence . Upon termination of this Agreement, each party shall promptly return or destroy all
nonpublic information obtained from any other party or any of its affiliates, advisors or repre-
sentatives and any copies made of such information .

9 .9 .

	

Survival . The agreements, covenants, representations and warranties
contained in this Agreement shall survive vesting of the respective Ownership Shares of the
Owners and completion of the construction of SLCC and SL Common and shall continue in
full force and effect until termination of this Agreement in accordance with the terms hereof.
In addition, the agreements and covenants contained in Sections 3 .5(a) (unless expressly ter-
minated in accordance with the terms thereof), 4 .9 (with respect to the limitation on liability
ofthe Agent), 7.4, 7.6, 9.8 and 10.3 shall survive termination of this Agreement-

9.10 .

	

Entire Agreement. This Agreement, together with the other Transac-
tion Documents executed contemporaneously herewith or referenced herein, embody the en-
tire agreement as of the date hereof between the parties hereto with respect to the transactions
contemplated herein, and there have been and are no agreements, representations or warranties
between the parties other than those set forth or provided for herein .

9.11 . Counterparts . This Agreement may be executed in any number of
counterparts, and all such counterparts taken together shall constitute one and the same in-
strument.

ARTICLE X

TERM - TERMINATION

10.1 .

	

Effective Date and Term. This Agreement shall become effective upon
execution hereof by each of the parties hereto and shall continue in full force and effect there-
after until terminated as provided in Section 10.2 or 10 .3 .

10 .2 .

	

Termination . Except as provided in Section 10 .3, this Agreement shall
terminate and be of no further force and effect from and after the earliest to occur of:

(i)

	

the Owners filing of record in the office of the Recorder of Deeds for
Jasper County, Missouri (or such other office as may then serve such function) a duly
executed Termination Agreement terminating this Agreement and discharging the
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rights, titles and interests of all Owners from the benefits and burdens of the covenants
and obligations herein ; provided that undivided interests in SLCC and SL Common
shall have been released from the liens of all encumbrances contemplated by Section
4.8 or 6.2 hereof and such releases shall have been duly filed of record prior to re-
cording of such Termination Agreement;

(ii)

	

an Owner acquiring by transfer hereunder or by operation of law all
Ownership Shares in SLCC and, as a result of the merger of such undivided percent-
age interests therein becomes the sole beneficial Owner of all rights, titles and interests
therein ; or

(iii)

	

an abandonment of the use of SLCC for the generation and transmis-
sion of electricity as evidenced by an Affidavit of Abandonment duly executed by an
Owner, filed of record as provided in Part (i) above, and thereafter published in a
newspaper of general circulation in Jasper County, Missouri, with written notice
thereof delivered to the other Owners within ten (10) days after the recording of such
Affidavit, unless another Owner denies such abandonment by an Affidavit of Non-
abandonment similarly filed of record within sixty (60) days after publication of such
Affidavit of Abandonment.

10.3 .

	

Disposition Upon Abandonment . Notwithstanding Sections 6.3 and 6 .4
hereof,, in the event this Agreement is terminated by Affidavit of Abandonment as provided in
Section 10.2(iii), the Owner executing the Affidavit ofAbandonment (i) shall have the right to
dispose of all the facilities and property then included in SLCC (provided such facilities and
property to be disposed of are not then subject to the lien of any encumbrance, unless such
disposition is otherwise made in accordance with the terms of any related security agreement,
contemplated in Section 4.8 or 6.2 hereof), (ii) shall dispose thereof as promptly as practicable
and (iii) shall distribute the proceeds thereof to the Owners, or to lienholders for the account
of the Owners, in accordance with their respective Ownership Shares in SLCC ; provided,
however, that if any determinable portion of such proceeds is received from facilities or prop-
erty the cost of which was bome by the Owners disproportionately to their Ownership Shares
in SLCC, the distribution of such proceeds shall be adjusted accordingly ; provided further ,
however , that termination of this Agreement pursuant to Section 10 .2(iii) shall not discharge
any Owner of any obligation it then owes hereunder as a result of any transaction occurring
prior to such termination . Termination of this Agreement by Affidavit of Abandonment as
provided in Section 10.2(iii) shall not relieve any Owner from its proportionate responsibility
for the costs and expenses of the decommissioning of SLCC, which proportionate responsi-
bility shall be in accordance with such Owner's Ownership Shares in SLCC at the time the
Affidavit of Abandonment is filed of record in accordance with Section 10.2(iii) .

[Signature page to follow]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be
executed by their duly authorized officers the day and year first above written .

ATTEST:

	

THEEMPIRE DISTRICT ELECTRIC
COMPANY,
as an Owner

By:
Nar-96 : Janet S . Watson
Title :

	

Secretary-Treasurer

	

Title:

	

Vice President - Energy Supply

(SEAL)

ATTEST:

	

WESTAR GENERATING, INC.,
as an Owner

By:
Name : Leslie D. Morgan

	

Name: Thomas L. Grennan
Title :

	

Vice President, Secretary

	

Title:

	

President
and Treasurer

(NO SEAL)

ATTEST :

	

THE EMPIRE DISTRICT ELECTRIC
COMPANY,
as Agent

By:
N

	

e: Janet S. Watson

	

Name

	

Virgi E. Brill
Title :

	

Secretary-Treasurer

	

Title :

	

Vice President - Energy Supply

(SEAL)
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STATE OF IV' h1SSauILl

COUNTY OF 6GZ~

On this Z3 _~f

	

day of

	

1999, before me
personally appeared Virgil E . Brill, to me personally known, who, being by me duly sworn
did say that he is the Vice President - Energy Supply of The Empire District Electric Com
pany, a Kansas corporation, and that the seal affixed to the foregoing instrument is the corpo-
rate seal of said corporation and that said instrument was signed and sealed on behalf of said
corporation by authority of its Board of Directors, and said Virgil E . Brill acknowledged said
instrument to be the free act and deed of said corporation .

IN WITNES

	

WHEREOF, I have hereunto set my hand and affixed my offi-
cial seal at my office in

	

6

	

U "

	

the day and year last above written .

(SEAL)

My Commission Expires :

Mk-'q- a~ , Zmz_

~~~
Print

	

Name :

	

iE
Notary Public in and fo said State
Commissioned in

	

L'lu-rVM

	

County



STATE OF

	

I'YXASS

	

1
ss . :

COUNTY OF , )~YI 19111 &'e~-

On this

	

o7V'

	

day of

	

A,j ~~

	

, 1999, before me
personally appeared Thomas L. Grennan, to meper

	

ally known, who, being by me duly
sworn did say that he is the President of Westar Generating, Inc., a Kansas corporation, and
that said instrument was signed and sealed on behalf of said corporation by authority of its
Board of Directors, and said Thomas L. Grennan acknowledged said instrument to be the free
act and deed of said corporation and that said corporation has no corporate seal .

IN WITNESS
cial seal at my office in

(SEAL)

..

	

. ~cgFy=110T- 9
PA7Ti EERSLE'i

" ~
S,'1 Apt EXD~-L~-

My Commission Expires:

have hereunto set my hand and affixed my offi-
the day and year last above written .

Printed Name:-R-4-4i
Notary Public in and for said State
Commissioned in

	

c7(lla,l:(JI1 P,-~

	

County



STATE OF

COUNTY OF

, 1999, before me
personally appeared Virgil E . Brill, to me personally known, who, being by me duly swom
did say that he is the Vice President - Energy Supply of The Empire District Electric Com-
pany, as Agent, a Kansas corporation, and that the seal affixed to the foregoing instrument is
the corporate seal of said corporation and that said instrument was signed and sealed on behalf
of said corporation by authority of its Board of Directors, and said Virgil E . Brill acknowl-
edged said instrument to be the free act and deed of said corporation .

INWITNE S WHEREOF, I have hereunto set my hand and affixed my offi-
cialseal at myoffice in

	

U I IJ

	

the day and year last above written.

(SEAL)

My Commission Expires :

ame : ~

	

~AAu,S
Notary Public in and for said State
Commissioned in

	

K(O,~siDtU

	

County

01SSQ-ujU )

~jt' -r~
ss. :

)

On this day of j Lt-(-q



ALSO:

Property Descriptions

TRACT A

Le¢al Description of SL I CT

EXHIBIT A

A TRACT OF LAND LOCATED IN THE WEST HALF OF SECTION 14, TOWNSHIP 27 NORTH, RANGE
34 WEST, MORE PARTICULARLY DESCRIBED AS FOLLOWS:

COMMENCING AT AN EXISTING IRON PIN AT THE NORTH QUARTER CORNER OF SAID SECTION
14 ;
THENCE, S89°53'06"W, ALONG THE NORTH LINE OF SAID SECTION 14, A DISTANCE OF 344.34
FEET;

	

_
THENCE, S00°06'54"E, 2027.25 FEET, TO THE POINT OF BEGINNING;
THENCE, S00°01'16"E, 109.18 FEET;
THENCE, S89°58'44"W, 155.66 FEET;
THENCE, S76°25'43"W, 39.83 FEET;
THENCE, N88°35'56"W, 107.74 FEET;
THENCE, SOl°24'04"W, 129.58 FEET;
THENCE, N89°59'21 "W, 163.23 FEET;
THENCE, N00°06'1 8"W, 107.35 FEET;
THENCE, N89°58'32"E, 96.08 FEET;
THENCE, N00"12'30"E, 64.96 FEET;
THENCE, S89°53'20"W, 96.43 FEET;
THENCE, N00°06'18"W, 73 .13 FEET;
THENCE, N89°58'44"E, 468.90 FEET, TO THE POINT OF BEGINNING .

A TRACT OF LAND LOCATED IN THE WEST HALF OF SECTION 14, TOWNSHIP 27 NORTH, RANGE
34 WEST, MORE PARTICULARLY DESCRIBED AS FOLLOWS:

COMMENCING AT AN EXISTING IRON PIN AT THE NORTH QUARTER CORNER OF SAID SECTION
14 ;
THENCE, S89°53'06"W, ALONG THE NORTH LINE OF SAID SECTION 14, A DISTANCE OF 66.89
FEET;
THENCE, S00°06'54"E, 2022.25 FEET, TO THE POINT OF BEGINNING ;
THENCE, S00°1 1'42"E, 307.40 FEET;
THENCE, S89-48'1 8"W, 228.08 FEET;
THENCE, N00°1 1'42"W, 105.03 FEET;
THENCE, S89°48'18"W, 31 .51 FEET;
THENCE, N00°I 1'42"W, 129.20 FEET;
THENCE, N89°48'18"E, 84.63 FEET;
THENCE, N0001 1'42"W, 73.17 FEET;
THENCE, N89-48-1 8"E, 174.97 FEET, TO THE POINT OF BEGINNING .



CONTAINING 3 .18 ACRES, MOREOR LESS.



CONTAINING 0.77 ACRES, MORE OR LESS.

TRACT B

Le¢al Description of SL2CT

A TRACT OF LANDLOCATED IN THE WEST HALF OF SECTION 14, TOWNSHIP 27 NORTH, RANGE
34 WEST, MORE PARTICULARLY DESCRIBED AS FOLLOWS:

COMMENCING AT A ALUMINUM MONUMENT ATTHE NORTHWEST CORNER OF SAID SECTION
14 ;
THENCE, SO1 °56'10"E, ALONG THE WEST LINE OF SAID SECTION 14, A DISTANCE OF 1804.75
FEET;
THENCE, N88°03'50"E, 653 .50 FEET;
THENCE, N89°58'44"E, 485.62 FEET,
THENCE, N00°06'1 8"W, 38.89 FEET, TO THE POINT OF BEGINNING;
THENCE, N00°06'18"W, 18.51 FEET;
THENCE, N89°53'42"E, 317.22 FEET;
THENCE, S00'06"18"E; 140.36 FEET;

	

_
THENCE, S89°53'42"W, 247.17 FEET;
THENCE, N00°1 1'14"W, 21.78 FEET;
THENCE, N89°31'16"E, 25.27 FEET;
THENCE, N01°50'39"W, 100.33 FEET;
THENCE, S89°39'57"W, 92.25 FEET, TO THE POINT OF BEGINNING.



COMMENCING ATA ALUMINUM MONUMENT AT THE NORTHWEST CORNER OF SAID SECTION
14 ;
THENCE, N89°53'06"E, ALONG THE NORTH LINE OF SAID SECTION 14, A DISTANCE OF 283 .04
FEET, TO A POINT ON THE WEST RIGHT-OF-WAY LINE OF THE BURLINGTON NORTHERN RAIL-
ROAD;
THENCE, S52°55'08"E, ALONG SAID RIGHT-OF-WAY LINE, 80.51 FEET TO THE POINT OF BEGIN-
NING;
THENCE, S52°55'08"E, CONTINUING ALONG SAID RIGHT-OF-WAY LINE, 1839.16 FEET, TO A POINT
OF CURVATURE TO THE LEFT;
THENCE, ALONG SAID CURVE TO THE LEFT, SAID CURVE HAVING A CENTRAL ANGLE OF
04'36'39", RADIUS OF 2914.79 FEET, ARC LENGTH OF 234.56 FEET, AND A CHORD BEARING OF
S56°13'27"E, TO A POINT ON THE NORTH-SOUTH HALF SECTION LINE;
THENCE, S00°00'19"E, ALONG SAID HALF SECTION LINE, 712.83 FEET;
THENCE, S89°58'44"W, 317.21 FEET;
THENCE, S00°01'16"E, 23 .69 FEET;
THENCE, S89°58'44"W, 492.14 FEET;
THENCE, N00°06'18"W, 71 .57 FEET;
THENCE, N89°26'59"E, 70.18 FEET;
THENCE, N00°1 1'14"W, 87.53 FEET;
THENCE, N89°53'42"E, 247.17 FEET;
THENCE, N00°06'1 8"W, 140.36 FEET;
THENCE, S89°53'42"W, 317.22 FEET;
THENCE, S00°061 8"E, 57.40 FEET;
THENCE, S89°58'44"W, 485.62 FEET;

	

,
THENCE, 500°00'45"W, 61 .44 FEET;
THENCE, N89°59' 15"W, 651 .78 FEET, TO A POINT ONTHE WEST LINE OF SAID SECTION 14 ;
THENCE, N01°56'10"W, ALONG THE WEST LINE OF SAID SECTION 14, A DISTANCE OF 1719.99
FEET;
THENCE, N52°33'26"E, 106.00 FEET;
THENCE, N87°27'15"E, 259.17 FEET, TO THE POINT OF BEGINNING . EXCEPT THAT PORTION USED
OR TAKEN FOR ROAD PURPOSES .

ALSO:

TRACT C

Legal Description ofExistine Land

A TRACT OFLAND LOCATED IN THE WEST HALF OF SECTION 14, TOWNSHIP 27 NORTH, RANGE
34 WEST, MORE PARTICULARLY DESCRIBED AS FOLLOWS;

A TRACT OF LAND LOCATED IN THE WEST HALF OF SECTION 14, TOWNSHIP 27 NORTH, RANGE
34 WEST, MORE PARTICULARLY DESCRIBED AS FOLLOWS:

COMMENCING ATAN EXISTING IRON PIN LOCATED ATTHE NORTH QUARTER CORNER OF SAID
SECTION 14 ;
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THENCE, S89°53'06"W, ALONG THENORTH LINE OF SAID SECTION 14, 325.00 FEET, TO THE POINT
OF BEGINNING;
THENCE, S00°00'19"E, 600 .00 FEET;
THENCE, N89°53'06"E, 325.00 FEET, TO A POINT ON THE NORTH-SOUTH HALF SECTION LINE;
THENCE, S00°00'19"E, ALONG SAID HALF SECTION LINE, 572.03 FEET, TO A POINT ON THE
NORTH RIGHT-OF-WAY LINE OF THE BURLINGTONNORTHERN RAILROAD ANDA POINT OF
CURVATURE TO THE RIGHT;
THENCE, ALONG SAID CURVE TO THE RIGHT, SAID CURVE HAVING CENTRAL ANGLE OF
03°15'59", RADIUS OF 2864.79 FEET, ARC LENGTH OF 163 .3ZFEET AND A CHORD BEARING OF
N55°57'25"W ;
THENCE, N52°58'40"W, ALONG SAID RIGHT-OF-WAY LINE, 629.53 FEET;
THENCE, N00°38'24"E, 465.34 FEET;
THENCE, S89°17'17"E, 172.54 FEET;
THENCE, N00°01'25"E, 237.47 FEET, TO A POINT ON THE NORTH LINE OF SAID SECTION 14 ;
THENCE, N89°53'06"E, ALONG SAID NORTH LINE, 135.00 FEET, TO THE POINT OF BEGINNING .
EXCEPT THAT PORTION USED OR TAKEN FOR ROAD PURPOSES.

CONTAINING 67.07 ACRES, MORE OR LESS.



TRACT D

Legal Descrivtion of Existing Land at SL Common

A TRACT OF LANDLOCATED IN THE WEST HALF OF SECTION 14, TOWNSHIP 27 NORTH, RANGE
34 WEST, MORE PARTICULARLY DESCRIBED AS FOLLOWS:

COMMENCING AT A ALUMINUM MONUMENT ATTHENORTHWEST CORNER OF SAID SECTION
14 ;
THENCE, SO1°56'10"E, ALONG THE WEST LINE OF SAID SECTION 14, A DISTANCE OF 1843.99
FEET, TO THE POINT OF BEGINNING ;
THENCE, S89°59'15"E, 651 .78 FEET;
THENCE, N00°00AY'E, 61 .44 FEET;
THENCE, N89°58'44"E, 485.62 FEET;
THENCE, S00°06'18"E, ,487.90 FEET;

	

_
THENCE, S89°59'21"E, 163.23 FEET;
THENCE, NO I°24'04"E, 129.58 FEET;
THENCE, S88°35'56"E, 107.74 FEET;
THENCE, N76°25'43"E, 39.83 FEET;
THENCE, N89°58'44"E, 155.66 FEET;
THENCE, N00°O1'l6"W, 109.18 FEET;
THENCE, N89°58'44"E, 23 .24 FEET;
THENCE, N00°01'16"W, 23.69 FEET;
THENCE, N89°58'44"E, 317.21 FEET, TO A POINT ON THE NORTH-SOUTH HALF SECTION LINE;
THENCE, S00°00'19"E, ALONG SAID HALF SECTION LINE, 946.14 FEET;
THENCE, S89°13'22"W, 1909.30 FEET, TO A POINT ON THE WEST LINE OF SAID SECTION 14 ;
THENCE, N01°56'10"W, ALONG SAID WEST LINE, 1129.83 FEET, TO THE POINT OF BEGINNING .

EXCEPT FOR THE FOLLOWING DESCRIBED PARCELS :

A TRACT OF LAND LOCATED IN THE WEST HALF OF SECTION 14, TOWNSHIP 27 NORTH, RANGE
34 WEST, MORE PARTICULARLY DESCRIBED AS FOLLOWS:

COMMENCING ATA ALUMINUM MONUMENT AT THE NORTHWEST CORNER OF SAID SECTION
14 ;
THENCE, SO I-56'10"E, ALONG THE WEST LINE OF SAID SECTION 14, A DISTANCE OF 1804.75
FEET;
THENCE, N88°03'50"E, 653.50 FEET, TO THE POINT OF BEGINNING;
THENCE, N89°58'44"E, 403.35 FEET;
THENCE, S00°00'12"E, 425.07 FEET;
THENCE, S89°40'11"W, 370.84 FEET;
THENCE, N55°31'22"W, 39.57 FEET;
THENCE, N00°00'45"E, 404.66 FEET, TO THE POINT OF BEGINNING.

ALSO:
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A TRACT OF LAND LOCATED IN THE WEST HALF OF SECTION 14, TOWNSHIP 27 NORTH, RANGE
34 WEST, MORE PARTICULARLY DESCRIBED AS FOLLOWS:

COMMENCING ATAN EXISTING IRON PIN AT THE NORTH QUARTER CORNER OF SAID SECTION
14 ;
THENCE, S89°53'06"W, ALONG THE NORTH LINE OF SAID SECTION 14, A DISTANCE OF 66.89
FEET;
THENCE, S00°06'54"E, 202225 FEET, TO THE POINT OF BEGINNING;
THENCE, S00°1 1'42"E, 307.40 FEET;

	

_
THENCE, S99°48'18"W, 228.08 FEET;
THENCE, N00°1 1'42"W, 105.03 FEET;
THENCE, S89°48'1 8"W, 31 .51 FEET;
THENCE, N00°1 1'42"W, 129.20 FEET;
THENCE, N89°48'18"E, 84.63 FEET;
THENCE, N00°1 1'42"W, 73 .17 FEET;
THENCE, N89°48'18"E, 174.97 FEET, TO THE POINT OF BEGINNING.

CONTAINING 39.64 ACRES, MORE OR LESS.



A TRACT OF LAND LOCATED IN THE WEST HALF OF SECTION 14, TOWNSHIP 27 NORTH, RANGE
34 WEST, MORE PARTICULARLY DESCRIBED AS FOLLOWS:

COMMENCING AT A ALUMINUM MONUMENT AT THE NORTHWEST CORNER OF SAID SECTION
14 ;
THENCE, SO] °56'10"E, ALONG THE WEST LINE OF SAID SECTION 14, A DISTANCE OF 1804.75
FEET;
THENCE, N88°03'50"E, 653.50 FEET, TO THE POINT OF BEGINNING;
THENCE, N89°58'44"E, 403.35 FEET;
THENCE, S00°00'12"E, 425.07 FEET;
THENCE, S89°40'11"W, 370.84 FEET;
THENCE, N5503 1'22"W, 39.57 FEET;
THENCE, N00°00'45"E, 404.66 FEET, TO THE POINT OF BEGINNING .

ALSO;

A TRACT OF LAND LOCATED IN THE WEST HALF OF SECTION 14, TOWNSHIP 27 NORTH, RANGE
34 WEST, MORE PARTICULARLY DESCRIBED AS FOLLOWS:

COMMENCING AT AN EXISTING IRON PIN AT THE NORTH QUARTER CORNER OF SAID SECTION
14 ;
THENCE, S89°53'06"W, ALONG THE NORTH LINE OF SAID SECTION 14, A DISTANCE OF 344.34
FEET;
THENCE, S00°06'54"E, 2027.25 FEET;
THENCE, S89°58'44"W, 468.90 FEET;
THENCE, N00°06'18"W, 71 .57 FEET, TO THE POINT OF BEGINNING ;
THENCE, N89°26'59"E, 70.18 FEET;
THENCE, N00°1 1'14"W, 109.31 FEET;
THENCE, N89°31'16"E, 25.27 FEET;
THENCE, NOI 050'39"W, 100.33 FEET;
THENCE, S89°39'57"W, 92.25 FEET;
THENCE, S00°06'1 8"E, 209.93 FEET, TO THE POINT OF BEGINNING .

ALSO;

TRACT E

Le2al Description of EDE Substation

A TRACT OF LAND LOCATED IN THE WEST HALF OF SECTION 14, TOWNSHIP 27 NORTH, RANGE
34 WEST, MOREPARTICULARLY DESCRIBED AS FOLLOWS:

COMMENCING AT AN EXISTING IRON PIN AT THE NORTH QUARTER CORNER OF SAID SECTION
14;
THENCE, S89°53'06"W, ALONG THE NORTH LINE OF SAID SECTION 14, A DISTANCE OF 344.34
FEET;
THENCE, S00°06'54"E, 2027.25 FEET;
THENCE, S89°58'44"W, 468.90 FEET;
THENCE, SOO-06'18"E, 73.13 FEET, TO THE POINT OF BEGINNING;
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THENCE, N89°53'20"E, 96.43 FEET;
THENCE, S00°12'30"W, 64.96 FEET;
THENCE, S89°58'32"W, 96.08 FEET;
THENCE, N00°06'1 8"W, 64.81 FEET, TO THE POINT OF BEGINNING.

CONTAINING 4.47 ACRES, MORE OR LESS.



Permitted Encumbrances

SL2CT Land

The lien of General State and County Taxes for the year 1999, due November 1, 1999 .

EXHIBIT B

Easement to Southwestern Bell Telephone Company filed February 5, 1964 at 7:59 a.m . in
Book 1014 at Page 624.

Easement to The Empire District Electric Company filed May 5, 1983 at 8 :19 a.m. in Book
1264 at Page 14 .

Existing Land

The lien of General State and County Taxes for the year 1999, due November 1, 1999 .

Right-of-way to Baltic Operating Company filed September 24, 1956 at 3 :37 p.m. in Book
828 at Page 583, as assigned to the Gas Service Company by instrument filed November 13,
1964 at 10:01 a.m. in Book 55 at Page 23 and November 20, 1964 at 11 :27 a.m. in Book 1039
at Page 214 .

Easement to The Empire District Electric . Company filed November 14, 1946 at 9:41 a.m . in
Book 526 at Page 574, and Book 526 at page 572.

Right-of-way easement to Jasper County Public Water Supply District No. 1 filed January 16, :
1992 at 8 :21 a.m. in Book 1402 at Page 1710 .

Easement and right-of-way Agreement between Empire District Electric Company and Wil-
liams Natural Gas Company filed June 26, 1995 at 8 :29 a.m . in Book 1480 at Page 0572.

Easement to The Empire District Electric Company filed April 4, 1996 at 8 :33 a.m . in Book
1499 at Page 1235 .

Right-of-way to The Empire District Electric Company filed January 24, 1997 at 8 :23 a.m. in
Book 1521 at Page 2088 .

Easement to Southwestern Bell Telephone Company filed February 5, 1964 at 7 :59 a.m . in
Book 1014 at Page 624.



Easement to Southwestern Bell Telephone Company filed January 11, 1979 at 10:05 a.m . in
Book 1220 at Page 49.

Right-of-way for Drainage Ditch is conveyed by instrument filed May 2, 1950 at 8 :37 a.m . in
Book 643 at Page 515.

Easement to The Empire District Electric Company filed May 5, 1983 at 8 :19 a.m. in Book
1264 at Page 14.

Right-of-way for State line road on the West and 20th Street on the North as set forth on Cer-
tificate of Survey dated March 30, 1999, signed by Patrick D. Bryant, RLS .

Right-of-way to the County of Jasper filed September 25, 1943 at 10 :51 a.m . in Book 468 at
Page 350 .

Existiniz SL Common

The lien of General State and County Taxes for the year 1999, due November 1, 1999 .

Easement and right-of-way Agreement between Empire District Electric Company and Wil-
liams Natural Gas Company' filed June 26, 1995 at 8:29 a.m . in Book 1480 at Page 0572.

Easement to Southwestern Bell Telephone Company filed February 5, 1964 at 7:59 a.m. in
Book 1014 at Page 624 .

Easement to Southwestern Bell Telephone Company filed January 11, 1979 at 10 :05 a.m . in
Book 1220 at Page 49.

Right-of-way for Drainage Ditch is conveyed by instrument filed May 2, 1950 at 8 :37 a.m . in
Book 643 at Page 515 .

Easement to The Empire District Electric Company filed May 5, 1983 at 8:19 a.m. in Book
1264 at Page 14 .

Right-of-way for State line road on the West as set forth on Certificate of Survey dated March
30, 1999, signed by Patrick D. Bryant, RLS.

EDE Substation

The lien of General State and County Taxes for the year 1999, due November 1, 1999 .

Easement to Southwestern Bell Telephone Company filed February 5, 1964 at 7:59 a.m. in
Book 1014 at Page 624.
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Easement to The Empire District Electric Company filed May 5, 1983 at 8 :19 a.m . in Book
1264 at Page 14.



FORM OF GUARANTEE

STATE LINE COMBINED CYCLE GENERATING FACILITY

RECITALS

EXHIBIT C

This GUARANTEE is dated as of July 26, 1999, by Westar Capital, Inc . (the
" Guarantor'), a Kansas corporation, to and in favor of The Empire District Electric Company
("EDE"), a Kansas corporation, as an Owner, The Empire District Electric Company, as
Agent, and the other Owners (other than Westar Generating, Inc . ("WGI")) from time to time
under the Ownership Agreement (as defined below) .

WHEREAS EDE, WGI and the Agent executed as of July 26, 1999 a certain
Construction, Ownership and Operation Agreement (the "Ownership Agreement") for the
purpose of (i) creating and confirming the nature and extent of their respective undivided
ownership interests in SLCC and SL Common and (ii) imposing certain covenants and obli-
gations running with their rights, titles and interests in and to SLCC and SL Common . All
capitalized terms used herein but not otherwise defined shall have the meanings ascribed to
them in the Ownership Agreement; and

WHEREAS Section 1 .2(d) of the Ownership Agreement requires, as a condi-
tion to the execution of the Ownership Agreement, WGI to cause the Guarantor to issue an
unconditional guarantee to each Owner (other than WGI) and to the Agent as to the due and
punctual payment of all obligations of WGI under the Ownership Agreement and under each
Transaction Document in accordance with the terms of the Ownership Agreement and each
such Transaction Document; and

WHEREAS, all of the outstanding capital stock of WGI and the Guarantor is
owned by Western Resources, Inc .

NOW, THEREFORE, in consideration of the foregoing and for other good
and valuable consideration, the receipt and sufficiency of which are acknowledged, the parties
agree as follows :

1 .

	

Guarantor Representations, Warranties and Covenants . The Guarantor
hereby represents, warrants and covenants to the Owners as follows :

(a)

	

The Guarantor is a corporation duly organized, validly existing and in
good standing under the laws of the State of Kansas and has corporate power and authority to
execute and deliver this Guarantee, and to perform its obligations hereunder .



(b)

	

The execution, delivery and performance by the Guarantor of this
Guarantee have been duly authorized by all necessary corporate action on the part of the
Guarantor, do not contravene any law, or any governmental rule, regulation or order, applica
ble to the Guarantor or its properties, or the Articles of Incorporation or By-Laws of the Guar-
antor, and do not and will not contravene the provisions of, or constitute a default under, any
indenture, mortgage, security agreement, contract or other instrument to which the Guarantor
is a party or by which the Guarantor is bound . All requisite governmental, regulatory and
vendor approvals and consents for the execution, delivery and performance by the Guarantor
of this Guarantee have been obtained . This Guarantee constitutes a legal, valid and binding
obligation of the Guarantor enforceable in accordance with its terms, except as limited by ap-
plicable bankruptcy, insolvency, reorganization or similar laws at the time in effect .

2 . Guarantee .

(a)

	

The Guarantor, by execution of this Guarantee, unconditionally guar-
antees to each Owner (other than WGI) and to the Agent the due and punctual-payment of all
obligations of WGI (accruing prior to the termination of this Guarantee) under the Ownership
Agreement and under each Transaction Document in accordance with the terms of the Owner-
ship Agreement and each such Transaction Document (the "Guaranteed Obligations") . The
Guarantor, by execution of this Guarantee, agrees that its obligations hereunder shall be ab-
solute and unconditional, irrespective of, and shall be unaffected by, any circumstances which
may constitute a legal or equitable discharge of a surety .

(b)

	

Notwithstanding anything else to the contrary in this Guarantee, the ag-
gregate liability of the Guarantor under this Guarantee at any particular time shall be limited
to an amount equal to the sum of (i) the then remaining Construction Cost Balance multiplied
by WGI's Ownership Share in SLCC plus (ii) the then remaining monthly payments required
by Section 5 .3(b) of the Ownership Agreement; provided, however, that if at any such time
the summation ofthe amounts in (i) and (ii) above is less than $25 million, then the aggregate
liability of the Guarantor at such time shall be limited to $25 million .

(c)

	

The Guarantor waives diligence, presentment, demand for payment,
filing of claims with a court in the event of merger or bankruptcy of WGI, any right to require
a proceeding first against WGI, protest or notice with respect to any such obligation evidenced
thereby and all demands whatsoever, and covenants that this Guarantee will not be discharged
as to any such obligation except by payment in full of such obligation .

(d)

	

Notwithstanding anything else to the contrary in this Guarantee, this
Guarantee, and all obligations and liability of the Guarantor hereunder (except for obligations
and liabilities which are accrued but unpaid on the date of such termination, which shall re
main as obligations and liabilities of the Guarantor until fully satisfied), shall terminate auto-
matically and without need for the execution of any further documentation on the earlier of
either of the following : (i) the date on which SLCC is first placed in commercial operation or
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(ii) the date on which WGI assigns its Ownership Shares in accordance with the terms of the
Ownership Agreement to a WGI Preferred Transferee . The Owners and the Agent shall also
execute a termination and release ofthis Guarantee in the event that another entity meeting the
criteria outlined in Section 1 .2(d) of the Ownership Agreement executes a guarantee of the
obligations of WGI substantially to the extent outlined herein.

(e)

	

The Guarantor shall, to the extent of any payment by it pursuant to this
Guarantee, be subrogated to all the rights ofthe Owners (other than WGI) and the Agent as to
all payments and damages payable by WGI with respect to which payments have been made
by the Guarantor, but, so long as any Guaranteed Obligations remain outstanding, such right
of subrogation on the part of the Guarantor shall in all respects be subordinate and junior in
right of payment to the prior indefeasible payment in full of all the Guaranteed Obligations to
the Owners (other than WGI) and the Agent .

3 . Miscellaneous .

(a)

	

Notices. Any notice, demand, request or consent provided for in this
Guarantee or made in connection herewith shall be deemed to be properly served if given in
accordance with Section 9.3 of the Ownership Agreement . Notices to the Guarantor shall be
directed to it at Westar Capital, Inc ., 818 South Kansas Avenue, Topeka, Kansas 66612, at-
tention of President, telecopier number (785) 575-1774, and with a copy to WGI and Western
Resources, Inc . at the addresses set forth in Section 9.3 of the Ownership Agreement .

(b)

	

Severability . In the event any provision of this Guarantee or the appli-
cation thereof to any person or circumstance shall be held invalid in any final decision by a
court having jurisdiction in the premises, the remainder of this Guarantee and its application
to persons or circumstances, other than those as to which it was held invalid, shall not be af-
fected thereby .

(c)

	

Governing Law. The validity, interpretation and performance of this
Guarantee and each of its provisions shall be governed by the laws of the State of Missouri,
without giving effect to any provisions relating to conflict of laws .

(d)

	

Successors and Assigns. This Guarantee shall inure to the benefit of
each Owner (other than WGI), the Agent and their successors and assigns and shall be binding
upon the Guarantor and its successors and assigns .

(e)

	

Amendments. An amendment to this Guarantee shall be effective upon
written approval by the Guarantor and such Owner or Owners whose collective Ownership
Shares in SLCC are at least 75% (excluding WGI for purposes of this calculation) so long as
such amendment does not cause the relative rights and obligations of any Owner to differ in
any respect from the rights and obligations of any other Owner. Any other amendment re-
quires the written approval of each Owner (other than WGI) and the Guarantor .
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(f)

	

Headings . The Section headings herein are for convenience only and
shall not affect the construction hereof.

(g)

	

Counterparts . This Guarantee may be executed in any number of
counterparts, and all such counterparts taken together shall be deemed to constitute one and
the same instrument .

(h)

	

Effective Date and Term. This Guarantee shall continue in full force
and effect until terminated in accordance with Section 2(d) hereof or, if still in effect at such
time, shall terminate concurrently with the termination of the Ownership Agreement .

[Signature page to follow]



IN WITNESS WHEREOF, the parties hereto have caused this Guarantee to be
executed by their duly authorized officers, the day and year first above written .

WESTAR CAPITAL, INC .,
as Guarantor

By:

THE EMPIRE DISTRICT ELECTRIC
COMPANY,
as an Owner

By:

Name: Lee Wages
Title : President

Name: Virgil E . Brill
Title :

	

Vice President - Energy Supply

THE EMPIRE DISTRICT ELECTRIC COM-
PANY,

as Agent

By:
Name: Virgil E. Brill
Title :

	

Vice President - Energy Supply



List of Existing Equipment, Inventories and
Facilities at SL Common

SCHEDULE A

FERC
Account

EDEC
UOP No. UOP Description

IMPROVEMENTS TO SITE

341 10502 Drains - storm
Culverts, ditches, tiles etc., located through out the site,

draining storm runoff into a catch basin south ofthe site .

10503 Drains - sewage
Piping, fittings etc. from the plant warehouse and office

to the sewer system .

11001 Chainlink security fence
Fence surrounding the main facilities.

11002 Barbwire fence
Fence surrounding other property at the site .

14501 Plant roads
Asphalt road into the plant site, around and through

Unit 1 and 2.

15501 Deep Well
Well for general plant use, includes metal building, pump,

motor, etc. 1000 ft . deep .

FIRE PROTECTION SYSTEM

341 11501 Fire protection system
System for general plant fire protection, includes pump,

motor, controls, piping, and hydrants .

11502 250,000 gallon tank



Fire protection system water tank .

Motors, pumps, valves for demincralized water.

FOUNDATIONS

341 12001 Foundation- complete for one structure
Concrete foundations - general structures

LIGHT AND POWER SYSTEM

341 12501 Light and power system - complete
.. General site lighting and electrical power provisions .

PLUMBING SYSTEM

341 13001 Plumbing system - complete
Piping, fittings, fixtures forwarehouse and office . Water

and in-building sewer.

BUILDINGS

341 14001 Maintenance shop
Metal warehouse and maintenance building-3374 sq . ft .

14002 Office building
Metal office building-3374 square feet

14003 Oil storage building
900 sq . ft. building with overhead door, 2 entrance doors

and oil containment.

14004 Permanent guard house
Guard house at main gate to site .

14005 Demineralized water building



SERVICE WATER SYSTEM

341 15502 Service water pump skid
Includes motor, pump, piping and valves for service water .

15503 Piping-One continuous run for a single purpose,
any material

Piping for service water outside of the service water skid .

15504 Valves
Valves for service wateroutside of the service water skid.

WATER INJECTION SYSTEM

342 22502 Tank - Demineralized water
735,000 gallon demineralized water storage

AIR COMPRESSOR SYSTEM

345 50001 Air compressor-Ingersoll Rand
General purpose air source for plant site .

GROUNDING SYSTEM

345 52001 Grounding system complete for single purpose
Plant site grounding system.

PANELS

345 56001 Breaker panel - for medium voltage equip .
Panel for auxiliary equipment.

COMMUNICATIONS SYSTEM

346 60001 Plant communication system
Gaitronics plant signal paging system.

60002 Telephone system
Plant site telephone system



Plant calculators etc.

60005 Plant sign
State Line plant sign at entrance sitc .

TOOLS AND EQUIPMENT

346 60501 Tools
Various hand tools for plant maintenance .

61003 Mowing equipment
Tractor and mower for site .. plant

OFFICE FURNITURE AND EQUIPMENT

346 61501 Furniture
Plant office furniture

61503 Office equipment



GUARANTEE

RECITALS

STATE LINE COMBINED CYCLE GENERATING FACILITY

This GUARANTEE is dated as ofJuly 26, 1999, by Westar Capital, Inc . (the
" Guarantor "), a Kansas corporation, to and in favor ofThe Empire District Electric Company
("EDE"), a Kansas corporation, as an Owner, The Empire District Electric Company, as
Agent, and the other Owners (other than Westar Generating, Inc . ("WGI")) from time to time
under the Ownership Agreement (as defined below) .

WHEREAS EDE, WGI and the Agent executed as of July 26, 1999 a certain
Construction, Ownership and Operation Agreement (the "Ownership Agreement") for the pur-
pose of (i) creating and confirming the nature and extent oftheir respective undivided owner
ship interests in SLCC and SL Common and (ii) imposing certain covenants and obligations
running with their rights, titles and interests in and to SLCC and SL Common. All capitalized
terms used herein but not otherwise defined shall have the meanings ascribed to them in the
Ownership Agreement; and

WHEREAS Section 1 .2(d) o£ the Ownership Agreement requires, as a condi-
tion to the execution of the Ownership Agreement, WGI to cause the Guarantor to issue an
unconditional guarantee to each Owner (other than WGI) and to the Agent as to the due and
punctual payment of all obligations ofWGI under the Ownership Agreement and under each
Transaction Document in accordance with the terms of the Ownership Agreement and each
such Transaction Document; and

WHEREAS, all ofthe outstanding capital stock ofWGI and the Guarantor is
owned by Western Resources, Inc .

NOW, THEREFORE, in consideration of the foregoing and for other good
and valuable consideration, the receipt and sufficiency of which are acknowledged, the parties
agree as follows :

1 .

	

Guarantor Representations . Warranties and Covenants . The Guarantor
hereby represents, warrants and covenants to the Owners as follows :

(a)

	

The Guarantor is a corporation duly organized, validly existing and in
good standing under the laws of the State of Kansas and has corporate power and authority to
execute and deliver this Guarantee, and to perform its obligations hereunder .



2. Guarantee .

(b)

	

The execution, delivery and performance by the Guarantor of this Guar-
antee have been duly authorized by all necessary corporate action on the part ofthe Guarantor,
do not contravene any law, or any governmental rule, regulation or order, applicable to the
Guarantor or its properties, or the Articles of Incorporation or By-Laws ofthe Guarantor, and
do not and will not contravene the provisions of, or constitute a default under, any indenture,
mortgage, security agreement, contract or other instrument to which the Guarantor is a party
or by which the Guarantor is bound. All requisite governmental, regulatory and vendor ap-
provals and consents for the execution, delivery and performance by the Guarantor of this
Guarantee have been obtained . This Guarantee constitutes a legal, valid and binding obligation
ofthe Guarantor enforceable in accordance with its terms, except as limited by applicable
bankruptcy, insolvency, reorganization or similar laws at the time in effect .

(a)

	

The Guarantor, by execution of this Guarantee, unconditionally guar-
antees to each Owner (other than WGI) and to the Agent the due and punctual payment of all
obligations of WGI (accruing prior to the termination of this Guarantee) under the Ownership
Agreement and under each Transaction Document in accordance with the terms of the Owner-
ship Agreement and each such Transaction Document (the "Guaranteed Obligations ") . The
Guarantor, by execution of this Guarantee, agrees that its obligations hereunder shall be abso-
lute and unconditional, irrespective of, and shall be unaffected by, any circumstances which
may constitute a legal or equitable discharge of a surety .

(b)

	

Notwithstanding anything else to the contrary in this Guarantee, the ag-
gregate liability of the Guarantor under this Guarantee at any particular time shall be limited to
an amount equal to the sum of (i) the then remaining Construction Cost Balance multiplied by
WGI's Ownership Share in SLCC plus (ii) the then remaining monthly payments required by
Section 5 .3(b) of the Ownership Agreement; provided , however , that if at any such time the
summation ofthe amounts in (i) and (ii) above is less than $25 million, then the aggregate li-
ability of the Guarantor at such time shall be limited to $25 million .

(c)

	

The Guarantor waives diligence, presentment, demand for payment, fil-
ing of claims with a court in the event of merger or bankruptcy of WGI, any right to require a
proceeding first against WGI, protest or notice with respect to any such obligation evidenced
thereby and all demands whatsoever, and covenants that this Guarantee will not be discharged
as to any such obligation except by payment in full of such obligation .

(d)

	

Notwithstanding anything else to the contrary in this Guarantee, this
Guarantee, and all obligations and liability ofthe Guarantor hereunder (except for obligations
and liabilities which are accrued but unpaid on the date of such termination, which shall remain
as obligations and liabilities ofthe Guarantor until fully satisfied), shall terminate automatically
and without need for the execution of any further documentation on the earlier of either of the



following : (i) the date on which SLCC is first placed in commercial operation or (ii) the date
on which WGI assigns its Ownership Shares in accordance with the terms of the Ownership
Agreement to a WGI Preferred Transferee . The Owners and the Agent shall also execute a
termination and release ofthis Guarantee in the event that another entity meeting the criteria
outlined in Section 1 .2(d) of the Ownership Agreement executes a guarantee of the obligations
of WGI substantially to the extent outlined herein .

(e)

	

The Guarantor shall, to the extent of any payment by it pursuant to this
Guarantee, be subrogated to all the rights ofthe Owners (other than WGI) and the Agent as to
all payments and damages payable by WGI with respect to which payments have been made by
the Guarantor, but, so long as any Guaranteed Obligations remain outstanding, such right of
subrogation on the part of the Guarantor shall in all respects be subordinate and junior in right
of payment to the prior indefeasible payment in full of all the Guaranteed Obligations to the
Owners (other than WGI) and the Agent.

3 . Miscellaneous .

'

	

(a)

	

Notices . Any notice, demand, request or consent provided for in this
Guarantee or made in connection herewith shall be deemed to be properly served if given in
accordance with Section 9.3 of the Ownership Agreement . Notices to the Guarantor shall be
directed to it at Westar Capital, Inc., 818 South Kansas Avenue, Topeka, Kansas 66612, at-
tention of President, telecopier number (785) 575-1774, and with a copy to WGI and Western
Resources, Inc . at the addresses set forth in Section 9.3 of the Ownership Agreement .

(b)

	

Severability . In the event any provision of this Guarantee or the appli-
cation thereof to any person or circumstance shall be held invalid in any final decision by a
court having jurisdiction in the premises, the remainder ofthis Guarantee and its application to
persons or circumstances, other than those as to which it was held invalid, shall not be affected
thereby.

(c)

	

GoverningLaw. The validity, interpretation and performance of this
Guarantee and each of its provisions shall be governed by the laws of the State of Missouri,
without giving effect to any provisions relating to conflict of laws .

(d)

	

Successors and Assiens . This Guarantee shall inure to the benefit of
each Owner (other than WGI), the Agent and their successors and assigns and shall be binding
upon the Guarantor and its successors and assigns .

(e)

	

Amendments. An amendment to this Guarantee shall be effective upon
written approval by the Guarantor and such Owner or Owners whose collective Ownership
Shares in SLCC are at least 75% (excluding WGI for purposes of this calculation) so long as
such amendment does not cause the relative rights and obligations of any Owner to differ in



any respect from the rights and obligations of any other Owner . Any other amendment re-
quires the written approval of each Owner (other than WGI) and the Guarantor.

(f)

	

Headings . The Section headings herein are for convenience only and
shall not affect the construction hereof.

(g)

	

Counterparts . This Guarantee may be executed in any number of
counterparts, and all such counterparts taken together shall be deemed to constitute one and
the same instrument .

(h)

	

Effective Date and Term. This Guarantee shall continue in full force
and effect until terminated in accordance with Section Z(d) hereof or, if still in effect at such
time, shall terminate concurrently with the termination of the Ownership Agreement .

[Signature page to follow]



IN WITNESS WHEREOF, the parties hereto have caused this Guarantee to be
executed by their duly authorized officers, the day and year first above written .

WESTAR CAPITAL, INC.,
as Guarantor

THE EMPIRE DISTRICT ELECTRIC
COMPANY,
as an Owner

By:

TEE EMPIRE DISTRICT ELECTRIC
COMPANY,

as Agent

By:

Name : Qrgil E.

	

rill
Title :

	

Vice President - Energy Supply

Name: V
Title :

	

Vice President - Energy Supply



PAYMENT AGREEMENT

THIS PAYMENT AGREEMENT (this "Agreement") is made as of the 26th
day of July, 1999, by and between The Empire District Electric Company ("EDE") and Westar
Generating, Inc. ("WGI") .

RECITALS :

WHEREAS, EDE and WGI are parties to that certain Construction, Ownership
and Operation Agreement (the "Ownership Agreement") dated as of the date hereof. All
capitalized terms used herein but not otherwise defined shall have the meanings ascribed to
them in the Ownership Agreement; and

WHEREAS, as of the date hereof, EDE owns 100% of SL2CT, the Existing
Land and the Existing SL Common; and

.

	

WHEREAS, pursuant to Section 2.3 ofthe Ownership Agreement, EDE
agreed to execute and deliver documentation pursuant to which EDE and WGI would own (i)
undivided interests in SL2CT equal to their respective Ownership Shares in SLCC, (ii) undi-
vided interests in the Existing Land equal to their respective Ownership Shares in SLCC and
(iii) undivided interests in the Existing SL Common equal to their respective Ownership Shares
in SL Common; and

WHEREAS, pursuant to Section 2.3 and 5 .3(b), the consideration for such re-
sulting conveyances is to consist of monthly cash payments by WGI to EDE on the first busi-
ness day of each month beginning as ofMay 3, 1999 and extending through and including
October 2, 2000 of such amounts and on such terms to be more fully described in a Payment
Agreement entered into on the date thereof.

NOW, THEREFORE, for good and valuable consideration, the receipt and
adequacy of which are hereby acknowledged, EDE and WGI agree as follows :

1 .

	

Estimated Book Value. Based on current estimates, EDE and WGI be-
lieve that the aggregate Book Value of SL2CT, the Existing Land and the Existing SL Com-
mon will be $40,137,255 at the respective times oftransfer as described in Section 2.3(c) and
(d) of the Ownership Agreement . Based on these estimates, WGI shall pay to EDE
$15,790,482 in monthly installments as described in paragraph 2 below .

2 .

	

Payments . WGI agrees to make monthly cash payments to EDE in the
amount of $877,249 on or before the first business day of each month, beginning as of May 3,
1999 and extending through and including October 2, 2000.



3.

	

True-un . A True-up will be made upon the final transfer of property de-
scribed herein, or at any other time mutually agreeable to EDE and WGI, to the extent that the
actual cash payments made by WGI are less than or greater than the aggregate of the portions
of the actual Book Values (determined at the respective dates oftransfer) of SL2CT, the Ex-
isting Land and the Existing SL Common equal to WGI's then existing Ownership Shares in
SLCC or SL Common, as applicable .

4 .

	

.

	

Interim Agreement. Notwithstanding anything to the contrary herein,
WGI shall not be obligated to make any payment hereunder to the extent it has made such
payment pursuant to the interim agreement dated as of April 30, 1999 among EDE, WGI and
Western Resources, Inc .

5 .

	

Sales Taxes . WGI and EDE have entered into the Ownership Agree-
ment and this Agreement based upon the mutual understanding that no sales or uses taxes
("Sales Taxes ") shall be payable with respect to the ultimate transfer (as contemplated by Sec
tion 2 .3 of the Ownership Agreement) to WGI oftitle to undivided interests in the Existing CT
or any other personal property included in the Existing SL Common, or with respect to any of
the payments to be made by WGI pursuant to this Agreement . In the event that any Sales
Taxes are payable with respect to any such transactions, WGI and EDE agree to be responsible
for the payment thereof proportionately in accordance with their respective Ownership Shares
in SLCC or SL Common, as applicable .

6 .

	

Confidentiality. Each party hereto agrees that it will keep in strict con-
fidence, and will instruct, and use its reasonable best efforts to cause, its advisors and repre-
sentatives to keep in strict confidence, all provisions and information contained in this Agree
ment; provided , however , that this restriction shall not apply to information which (a) has at
the time in question entered the public domain other than by reason of breach of this provision
by a party hereto ; (b) is required to be disclosed by law or by any order, rule, or regulation
(whether valid or invalid) of any court, or governmental agency, or authority, but only to the
extent such disclosure is so required ; provided that the party disclosing the nonpublic informa-
tion shall promptly give notice of such disclosure to the party from whom the information was
obtained and shall cooperate with the party from whom the information was obtained in an ef-
fort to ensure that confidential treatment will be accorded such nonpublic information to the
extent feasible ; (c) is reasonably required or requested by any utility regulatory agency having
jurisdiction over the party so required or requested to furnish the nonpublic information ; pro-
vided that the party disclosing the nonpublic information shall promptly give notice of such
disclosure to the party from whom the information was obtained and shall cooperate with the
party from whom the information was obtained in an effort to ensure that confidential treat-
ment will be accorded such nonpublic information to the extent feasible ; or (d) is reasonably
required to be provided to any party's accountants, attorneys, mortgagees or financial advisors
in connection with this Agreement, the Ownership Agreement or the transactions contemplated



thereby ; provided that the party disclosing the nonpublic information uses its reasonable best
efforts to cause such accountants, attorneys, mortgagees or other financial advisors to keep
such nonpublic information in strict confidence .

7 .

	

Successors and Assigns . This Agreement shall inure to the benefit of
and be binding upon the successors and assigns of EDE and WGI; provided, however , that this
Agreement shall not be assigned except in connection with the transfer by EDE or WGI of all
or any portion of its Ownership Shares, in which event EDE or WGI shall assign and shall
cause such transferee to assume the related portion of its rights and obligations under this
Agreement, all as provided for in Section 2 .6 of the Ownership Agreement.

8 .

	

Governing,Law. The validity, interpretation and performance of this
Agreement and each of its provisions shall be governed by the laws of the State of Missouri,
without giving effect to any provisions relating to conflict of laws .

9 .

	

Counterparts . This Agreement may be executed in any number of
counterparts, and all such counterparts taken together shall be deemed to constitute one and
the same instrument .

[Signature page to follow]



INWITNESS WHEREOF, EDE and WGI have executed and delivered this
Agreement as ofthe day, month and year first above written .

THE EMPIRE DISTRICT ELECTRIC
COMPANY

By:
Name:

	

VUgil E. Bfill
Title :

	

Vice President - Energy Supply

WESTAR GENERATING, INC .

By:
Name : Thomas L . Grennan
Title : President



INSURANCE MEMORANDUM

STATE LINE COMBINED CYCLE GENERATING FACILITY

This MEMORANDUM is dated as of July 26, 1999, by and among The Empire
District Electric Company ("EDE"), a Kansas corporation having its principal office in Joplin,
Missouri, as an Owner; Westar Generating, Inc . ("WGI"), a Kansas corporation having its
principal office in Topeka, Kansas, as an Owner; and The Empire District Electric Company,
as Agent .

RECITALS

WIMREAS EDE, WGI and the Agent executed as ofJuly 26, 1999 a certain
Construction, Ownership and Operation Agreement (the "Ownership Agreement") for the pur-
pose of (i) creating and confirming the nature and extent of their respective undivided owner
ship interests in SLCC and SL Common and (ii) imposing certain covenants and obligations
running with their rights, titles and interests in and to SLCC and SL Common. All capitalized
terms used herein but not otherwise defined shall have the meanings ascribed to them in the
Ownership Agreement; and

WHEREAS Section 2 .7 of the Ownership Agreement requires that the Owners
shall, by and through agreement among themselves, enter into an Insurance Memorandum for
the purpose of governing the insurance matters with respect to the construction, ownership
and operation of SLCC and SL Common.

NOW, THEREFORE, EDE, WGI and the Agent, each for itself, its successors
and assigns, and for the benefit of the others, their successors and assigns, hereby covenant and
agree as follows :

I .

	

Responsibilities ofthe Operating Committee
With Respect to the Insurance Program

The Operating Committee shall adopt and manage for the economic benefit of
the Owners the Insurance Program described below with respect to the construction, owner-
ship and operation of SLCC and SL Common; provided that such Insurance Program shall
comply with the provisions hereof and with the requirements of the Ownership Agreement,
including, but not limited to, Section 4.8 thereof.

Prior to October 1, 1999 and on or before April 15 of each year thereafter, the
Operating Committee shall review the Insurance Program summary prepared for it by the
Agent and shall approve such Insurance Program or request changes thereto .



II .

	

Responsibilities of the Agent With Respect
to the Insurance Program

A.

	

Summary. The Agent shall recommend to the Operating Committee the
Insurance Program applicable to the construction, ownership and operation of SLCC and SL
Common, and shall procure and administer the Insurance Program subject to the approval by
the Operating Conunittee .

B .

	

Procure and Administer the Insurance Program . The Agent shall (i) procure the
policies in the Insurance Program; provided that nothing in this Memorandum shall require the
Agent to procure separate policies from those ofthe Owner acting as Agent so long as the
Agent adheres to the other provisions of this Memorandum; (ii) retain for the Owners originals
of all separate policies and endorsements with respect to SLCC and SL Common; (iii) furnish
to each Owner the information described below under Section II.D - "Provide Reports to the
Owners" ; (iv) give and receive on behalf of the Owners all notices in connection therewith;
(v) file all proofs of loss and adjust all claims in connection therewith; provided that for those
claims in excess of $3,000,000, the Operating Committee shall have the right of participation
and approval ; (vi) effect binders or renewals of such insurance; (vii) procure similar substitute
insurance in the event of cancellation ; and (viii) otherwise administer the Insurance Program.

The Agent shall permit no substantial or material change or modification in the
Insurance Program without the. prior approval of the Operating Committee and shall give no-
tice to each Owner ofany insubstantial or minor change or modification not previously ap-
proved by the Operating Committee .

C .

	

Provide Reports to the Operating Committee . Prior to September 15, 1999 and
on or before April 1 of each year thereafter, the Agent shall provide to the Operating
Committee a summary of the Insurance Program and any recommendations for changes to the
Insurance Program. Such summary shall delineate insurers, costs, coverages, property
insurable values, limits, deductibles, retentions and other special terms,'covenants and
conditions of the insurance with respect to SLCC and SL Common and all parts thereof.

D .

	

Provide Reports to the Owners. The Agent shall furnish to each Owner the
following :

1 .

	

Documentation of policies in the Insurance Program covering SLCC
and SL Common. Such documentation may be in the form of (i) a certificate of insur-
ance for each policy provided within 15 days after the policy is purchased or renewed,
reflecting (in addition to the usual certificate information), the policy's deductible or
self-insured retention and the presence of each Owner's named insured status, or (ii) a
written statement provided by each June 1 that summarizes for each policy the same



information that is shown on a certificate of insurance, plus the additional information
listed in (i) .

2 .

	

Acopy of the current Property Insurance policies covering SLCC and
SL Common.

3 .

	

An annual list of insurable property values for SLCC and SL Common.

4 .

	

An annual explanation of the method by which each insurance premium
charged to SLCC and SL Common was calculated and allocated .

5 .

	

Notice of any losses, claims, known injuries and/or damages which may
result in claims arising out of and in the course of the operation of SLCC or SL Com-
mon.

6.

	

An explanation of the current status of any property and liability insur-
ance claims filed with respect to SLCC and SL Common and insurance recovery re-
lated thereto .

7 .

	

Such other information as may be reasonably requested by an Owner.

E .

	

Provide Notifications to Insurers of Claims and Losses . The Agent shall give,
on behalf of the Owners, all notices to insurers in accordance with the notice and loss
provisions ofthe policies in the Insurance Program.

III .

	

Description ofthe Insurance Program

A.

	

Insurance Types . Policy Limits and Self-Insured Retentions/Deductibles . The
Insurance Program covering the construction, ownership and operation of SLCC and SL
Common shall include, but not be limited to, the following . The policy, limits specified may be
provided by a combination of primary and excess/umbrella policies and may be adjusted as
appropriate to the extent an Owner purchases a separate insurance policy as described in
Section IV:

1 .

	

Replacement Cost Property andBoiler &Machinery Insurance ("PiOD-
erty Insurance") covering property of SLCC and SL Common. The minimum policy
limit for such coverage per occurrence shall be the replacement cost of such property
and the maximum self-insured retention shall be $2 million per occurrence . The prop-
erty description of SLCC or SL Common in any such property insurance policy may be
written as follows (updated as required by the addition or removal of any Owners) :

SLCC [and/or SL Common], owned by The Empire District Electric Com-
pany, a Kansas corporation, and Westar Generating, Inc ., a Kansas corpo-



ration, as their ownership interests (and the ownership interests of their suc-
cessors or assigns) may appear pursuant to the State Line Combined Cycle
Generating Facility Construction, Ownership and Operation Agreement
dated July 26, 1999, recorded in the Register ofDeeds for Jasper County,
Missouri, subject to any amendment, modification or supplement thereto
thereafter duly executed and filed of record in the Office of the Register of
Deeds for Jasper County, Missouri .

All policies ofProperty Insurance with respect to SLCC or SL Common shall
provide that any loss thereunder shall be due each Owner covered thereby in proportion
to its Ownership Share in SLCC or SL Common, as applicable, as in effect at the date
of such loss, and that any and all amounts due each such Owner shall be payable to any
holder of the security interest in such Owner's undivided ownership interest therein as
and to the extent that the interests ofsuch Owner and such holder may appear . Each
Owner shall have the right to name any mortgagee, trustee or secured party on all or
any part of the Property Insurance as loss payees or additional insureds as their inter-
ests may appear.

2 .

	

Excess Workers' Compensation Insurance covering employees ofthe
Owner acting as Agent engaged in the performance of their duties relating to the con-
struction, ownership and operation of SLCC and SL Common. The minimum policy
limit for such coverage shall be $25 million per occurrence and the maximum self-
insured retention shall be $2 million per occurrence .

3 .

	

Employer's Liability insurance covering employees of the Owner acting
as Agent engaged in the performance of their duties relating to the construction, own-
ership and operation of SLCC and SL Common . The minimum policy limit for such
coverage shall be $25 million per occurrence and the maximum self-insured retention
shall be $2 nvllion per occurrence .

4 .

	

Employment Practices Liability Insurance covering employees of the
Owner acting as Agent engaged in the performance of their duties relating to the con-
struction, ownership and operation of SLCC and SL Common. The minimum policy
limit for such coverage shall be $25 million per occurrence and the maximum self-
insured retention shall be $2 million per occurrence .

5 .

	

Auto Liability Insurance covering all vehicles assigned to SLCC and SL
Common and all vehicles used in connection with the performance by the Agent of its
duties related thereto . The minimum policy limit for such coverage shall be $1 million
per occurrence and the maximum self-insured retention shall be $100,000 per occur-
rence .



6.

	

Excess General or Umbrella Liability Insurance covering SLCC and
SL Common and the Agent's activities in connection therewith for third-party bodily
injuries and property damages . The minimum policy limit for such coverage shall be
$25 million per occurrence and the maximum self-insured retention shall be $2 million
per occurrence .

7 .

	

Fiduciary Liability Insurance with respect to employee benefit plans
covering employees ofthe Owner acting as Agent engaged in the performance of their
duties relating to the construction, ownership and operation of SLCC and SL Common.
The minimum policy limit for such coverage shall be $20 million per occurrence and the
maximum self-insured retention shall be $2 million per occurrence .

8 .

	

Employee Benefits Liability Insurance with respect to employee benefit
plans covering employees ofthe Owner acting as Agent engaged in the performance of
their duties relating to the construction, ownership and operation of SLCC and SL
Common. The minimum policy limit for such coverage shall be $20 million per occur-
rence and the maximum self-insured retention shall be $2 million per occurrence .

9 .

	

Crime Insurance including employee fidelity coverage for losses in-
curred by the Agent and by the employee benefit plans for employees of the Owner
acting as Agent engaged in the performance of their duties relating to the construction,
ownership and operation of SLCC and SL Common. The minimum policy limit for
such coverage shall be $3 million per occurrence and the maximum self-insured reten-
tion shall be $100,000 per occurrence .

B.

	

Cancellation . All insurance policies in the Insurance Program shall be non-
cancelable by the insurance carrier for any reason whatsoever without at least thirty (30) days'
prior written notice to each Owner, and to any mortgagee, trustee or secured party previously
named by any Owner as loss payee or named insured and each such policy and certificate shall
be so endorsed .

C.

	

Other Policy Requirements . All policies in the Insurance Program placed by the
Agent shall carry endorsements (a) naming all Owners (individually, and as Agent, if
applicable) as named insureds thereunder, with cross-liability protection, (b) waiving such
insurer's rights of subrogation against each Owner with respect to any matter arising out of or
in the course ofthe construction, ownership or operation of SLCC or SL Common and (c)
specifying that the insurance is intended to serve as primary insurance and any "other
insurance" clause contained in these policies is not to apply to SLCC or SL Common.



IV.

	

Separate Excess General or Umbrella
Liability Insurance Policies by Owners;
Separate Property Insurance Policies by
Owners

In lieu of participating in the Excess General or Umbrella Liability Insurance
and/or the Property Insurance under the Insurance Program, an Owner may, at its sole election
and expense, insure separately its undivided ownership interest in any risk or loss exposure re
lating to SLCC and SL Common under its own individual insurance program accruing to the
sole benefit ofsuch Owner. All policies of insurance effected under this Paragraph IV shall
(a) comply with the terms outlined in Section III . A, except that the policy limits therein may be
reduced, and the maximum self-insured retentions may be reduced, to the portion thereof equal
to such Owner's Ownership Share in SLCC or SL Common as applicable, (b) be evidenced by
certificates furnished to each Owner, (c) waive such insurer's rights of subrogation against each
Owner with respect to any matter arising out of or in the course ofthe construction, ownership
or operation of SLCC or SL Common; and (d ) specify that the insurance is intended to serve
as primary insurance and any "other insurance" clause contained in these policies is not to ap-
ply to SLCC or SL Common. Failure of any Owner to carry Excess General or Umbrella Li-
ability Insurance and/or Property Insurance shall not relieve such Owner of its liability under
Section 7.4 of the Ownership Agreement.

V. Self-Insurance

The Agent may be or may become a self-insurer with respect to the risks and
exposures relating to SLCC and SL Common as long as such self insurance does not exceed
the self-insured retention applicable to the insurance policy in Section III.A that could insure
such risk or exposure .

VI.

	

Premiums. Costs. Expenses and Losses

All premium payments for policies in the Insurance Program and all costs, ex-
penses and losses with respect to all SLCC and SL Common risks and loss exposures for
which the Agent is acting as a self-insurer shall be treated as operating expenses of SLCC or
SL Common and shall be home and ultimately paid by the Owners (except to the extent any
such Owner has purchased a separate insurance policy covering matters for which such pre-
mium payments, costs, expenses or losses relate) in proportion to their respective Ownership
Shares in SLCC or SL Common, as applicable, unless otherwise provided by the Accounting
and Cash Flow Memorandum .

The Agent shall initially pay all costs, expenses and losses with respect to all
risks and exposures for SLCC and SL Common to the extent that it is acting as self-insurer
therefor. Upon receipt of notice of premium payments due for a policy in the Insurance Pro-



gram, the Agent shall make such payment and bill each Owner participating in such policy in
accordance with the Accounting and Cash Flow Memorandum. Each such Owner participat-
ing in such policy shall pay its share of all such premium payments in proportion to its Owner-
ship Share in SLCC or SL Common, as applicable .

VII .

	

Insurance Proceeds

A.

	

Property Insurance Proceeds . Any and all proceeds of the Property Insurance
policy that are paid directly to an Owner on account of a particular loss shall be applied to the
repair or replacement of the property damaged or destroyed, in respect of which the insurance
proceeds were paid directly to such Owner, or to the construction or acquisition of permanent
improvements, extensions or additions to such property, under the provisions of Section 4.7 of
the Ownership Agreement.

B .

	

Other Insurance Proceeds . All other insurance proceeds applicable to SLCC or
SL Common from policies in the Insurance Program shall be allocated to the Owners covered
by the policy in the Insurance Program providing such proceeds in proportion to their
respective Ownership Share in SLCC or SL Common, as applicable, unless otherwise provided
by the Ownership Agreement or the Accounting and Cash Flow Memorandum .

VIII .

	

Solely Owned Facilities

Each Owner shall maintain insurance with respect to all ofits solely owned fa-
cilities installed pursuant to the provisions of Article III of the Ownership Agreement in accor-
dance with prudent utility practice (as defined in Section 4.9(a) ofthe Ownership Agreement)
and shall provide evidence of such insurance, if any, to the Agent and to each other Owner
upon request .

IX . Miscellaneous

A.

	

Ownership Agreement Precedence . Neither this Memorandum nor any
amendment, modification or supplement hereto shall constitute an amendment to the
Ownership Agreement unless and until the Ownership Agreement is amended in accordance
with its terms, including, but not limited to, Section 9 .7 thereof. Any inconsistency between
any provision of the then-effective Ownership Agreement and any provision herein shall be
resolved by application ofthe provisions of the then-effective Ownership Agreement, which
shall take precedence and be controlling, any other understanding, agreement, covenant or
provision to the contrary notwithstanding .

B.

	

Notices . Any notice, demand, request or consent provided for in this
Memorandum or made in connection herewith shall be deemed to be properly served ifgiven in
accordance with Section 9.3 ofthe Ownership Agreement.



C.

	

Waiver. No waiver by an Owner of its right with respect to a default under this
Memorandum shall be effective unless all non-defaulting Owners waive their respective rights .
Any such waiver shall not be deemed to be a waiver with respect to any subsequent default or
matter . No delay short ofthe applicable statutory period of limitations in asserting or imposing
any such right shall be deemed a waiver of such right .

D.

	

Severabilitv . In the event any provision of this Memorandum or the application
thereof to any person or circumstance shall be held invalid in any final decision by a court
having jurisdiction in the premises, the remainder ofthis Memorandum and its application to
persons or circumstances, other than those as to which it was held invalid, shall not be affected
thereby .

E .

	

Governing Law. The validity, interpretation and performance ofthis
Memorandum and each of its provisions shall be governed by the laws of the State of Missouri,
without giving effect to any provisions relating to conflict of laws .

F .

	

Dispute Resolution . Any controversy between or among Owners arising out of
or relating to this Memorandum, or any breach hereof or default hereunder, shall be treated in
the same manner and to the same effect as provided for in Sections 5 .4(e) and 8 .1 of the
Ownership Agreement .

G .

	

Successors and Assigns . This Memorandum shall inure to the benefit of and be
binding upon the successors and assigns of each Owner; provided , however, that this
Memorandum shall not be assigned except in connection with the transfer by an Owner of all
or any portion of its Ownership Shares, in which event such Owner shall assign and shall cause
such transferee to assume the related portion of its rights and obligations under this
Memorandum, all as provided for in Section 2.6 of the Ownership Agreement .

H.

	

No Third-Party Beneficiary . The parties hereto do not intend to create rights in
or to grant remedies to any third party as a beneficiary of this Memorandum or of any duty,
covenant, obligation or undertaking established herein .

I .

	

Amendments. An amendment to this Memorandum shall be effective upon
written approval by such Owner or Owners whose collective Ownership Share in SLCC is at
least 75% so long as such amendment does not cause the relative rights and obligations of any
Owner to differ in any respect from the rights and obligations of any other Owner . Any other
amendment requires the written approval of each Owner .

J .

	

Headings . The Section headings herein are for convenience only and shall not
affect the construction hereof.



K.

	

Counterparts . This Memorandum may be executed in any number of
counterparts, and all such counterparts taken together shall be deemed to constitute one and
the same instrument .

L .

	

Effective Date and Term. This Memorandum shall continue in full force and
effect during the term of the Ownership Agreement and shall terminate concurrently with the
termination of said Ownership Agreement .

[Signature page to follow]
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IN WITNESS WHEREOF, the parties hereto have caused this Memorandum to
be executed by their duly authorized officers, the day and year first above written .

THE EMPIRE DISTRICT ELECTRIC
COMPANY,
as an Owner

By:

By:

Name : AWgil E.

	

rill
ice President - Energy Supply

WESTAR GENERATING, INC.,
as an Owner

Name: Thomas L. Grennan
Title : President

THE EMPIRE DISTRICT ELECTRIC
COMPANY,

as Agent

By:
Name:

	

i gil E.

	

'll
Title :

	

Vice President - Energy Supply



ACCOUNTING AND CASH FLOW MEMORANDUM

STATE LINE COMBINED CYCLE GENERATING FACILITY

This MEMORANDUM is dated as of July 26, 1999, by and among The Empire
District Electric Company ("EDE"), a Kansas Corporation having its principal office in Joplin,
Missouri, as an Owner; Westar Generating, Inc . ("WGI"), a Kansas corporation having its
principal office in Topeka, Kansas, as an Owner; and The Empire District Electric Company,
as Agent .

RECITALS

WIIEREAS EDE, WGI and the Agent executed as of July 26, 1999 a certain
Construction, Ownership and Operation Agreement (the "Ownership Agreement") for the pur-
pose of (i) creating and confirming the nature and extent of their respective undivided owner
ship interests in SLCC and SL Common and (ii) imposing certain covenants and obligations
running with their rights, titles and interests in and to SLCC and SL Common. All capitalized
terms used herein but not otherwise defined shall have the meanings ascribed to them in the
Ownership Agreement; and

WHEREAS Section 5.3(c) of the Ownership Agreement requires that the Own-
ers shall, by and through agreement among themselves, enter into an Accounting and Cash
Flow Memorandum for the purpose of establishing the mechanics for the billing of and pay
ment for the expenditures outlined in Sections 5 .3 (a) and 5.3 (b) of the Ownership Agreement.

NOW, THEREFORE, EDE, WGI and the Agent, each for itself, its successors
and assigns, and for the benefit ofthe others, their successors and assigns, hereby covenant and
agree as follows :

1 .

	

Scope. This memorandum covers all matters relating to accounting,
billing and payment procedures and record keeping pertaining to the timely provision of funds
necessary for site acquisition, construction and commercial operation of SLCC and SL Com-
mon.

2 .

	

Accounting Manual. The Agent shall develop and keep all records and
perform all accounting for SLCC and SL Common required by (i) each Owner to meet its ac-
counting, financial, and statistical requirements, and (ii) all regulatory bodies and taxing
authorities having appropriate jurisdiction . Each Owner, however, shall be responsible for
preparing and filing its required governmental reports . Such accounting and record keeping
shall be performed in accordance with the procedures set forth in the Accounting Manual at-



tached hereto . The Accounting Manual may be amended at any time by the Accounting Com-
mittee .

3 .

	

Construction Estimates . Based on decisions of the Management Com-
mittee covering all construction schedules, the Agent shall undertake to prepare written esti-
mates of the cash requirements for site acquisition and construction of SLCC and SL Com
mon. Such estimates shall be made monthly after the signing of this Memorandum until the
date of commercial operation of SLCC . The Agent shall revise such estimates when changes
in deliveries, construction schedules or other factors materially affect the cash required during
the progress of construction . Copies of all such estimates shall be famished promptly to each
of the Owners .

4 .

	

Annual Budgets .

(a)

	

On or about August 1 of 2000, and of each year thereafter, each Owner
shall furnish to the Agent its long-term forecasts of (1) its anticipated fuel purchases and
(2) statistical information including quantity of gas burned and kwh generation .

(b)

	

On or about September 1 of 2000 and of each year thereafter, the Agent
shall prepare and furnish to the Owners a five-year plan for the period commencing with the
next succeeding January 1 . The five-year plan shall include (1) required or desirable capital
expenditures for additions, betterments, removals and retirements, (2) operation and mainte-
nance expenses and (3) planned outage schedules . The Agent shall receive, and upon request,
discuss with any Owner the comments of such Owner concerning the five-year plan or any re-
visions thereof, and the Agent shall incorporate the comments of any such Owner therein to
the extent the Agent in its sole discretion deems appropriate . The first year of each five-year
plan will be the annual budget for the year commencing with the next succeeding January 1 .
Any single property addition (not including betterments or improvements to existing equip-
ment) contained in the annual budget which is budgeted to cost more than $15,000,000 must
be approved by a Supermajority Vote of the Management Committee . In addition, any annual
actual expenditures greater than 20% over the annual capital or operation and maintenance
budget shall be subject to approval by a Supermajority Vote of the Management Committee.

5 .

	

Payments . Billings and Settlements - Property Transfers . Section 5 .3(b)
of the Ownership Agreement and the Payment Agreement between EDE and WGI dated the
date hereof provide for monthly payments from WGI to EDE for consideration for its future
ownership ofundivided interests in SLZCT, the Existing Land, and the Existing SL Common.
WGI shall pay to EDE on or before the first business day of each month, starting May 3, 1999
and extending through and including October 2, 2000, the amount specified in the Payment
Agreement.



6 .

	

PaymentsBillings and Settlements - Construction Expenditures .

(a)

	

Substantially all payments to outside vendors related to costs incurred in
connection with site development and construction of SLCC and SL Common shall be made
from a separate controlled disbursement bank account (the " SLCC Bank Account") managed
by the Agent . The funds necessary to satisfy these payments made from the SLCC Bank Ac-
count will be drawn on an as-needed basis from an account of the Owner that is acting as
Agent (the "Agent-Owner") . In addition, internal charges applicable to such site development
and construction, which the Agent-Owner incurs, shall be paid directly from an account of the
Agent-Owner . The Agent-Owner shall be reimbursed by the other Owners (the "Non-Agent
Owners") in proportion to their respective Ownership Shares in SLCC or SL Common, as ap-
plicable, in accordance with the following paragraph .

(b)

	

The Agent-Owner will require periodic funding by the Non-Agent Own-
ers, semi-monthly on approximately the 5th and 15th business day of each month, or when the
aggregated total of unfunded construction expenditures reaches $2.5 million or another thresh
old as determined by the Accounting Committee . The Agent-Owner shall notify the Non-
Agent Owners three days in advance of each such funding requirement . The Non-Agent Own-
ers shall be billed a monthly carrying charge at the end of each month (evidenced by a work-
sheet showing the daily cash flow activity for such month) on the funds provided by the Agent-
Owner on their behalf, which shall be assessed on funds from the time payments are made by
the Agent-Owner until the Agent-Owner is reimbursed by the Non-Agent Owners . The carry-
ing charge shall be calculated by multiplying the Agent-Owner's actual weighted average com-
mercial paper rate for the month (or if the Agent-Owner has no commercial paper outstanding
for such month, the LIBOR Rate) (the "Interest Rate") by the daily average outstanding bal-
ance on a 360 day basis at the end of each calendar month . The Accounting Committee, by a
Supermajority Vote, may review and make changes to the funding threshold and interest rate
used for the carrying charge whenever it deems appropriate .

"LIBOR Rate" shall mean for each month, 0.25% plus - (a) the LIBOR Index
Rate for such month, if such rate is available, or (b) if the LIBOR Index Rate cannot be deter-
mined, the arithmetic average of the rates of interest per annum (rounded upwards, if neces
sary, to the nearest 1/100 of 1%) at which deposits in U.S . dollars in immediately available
funds are offered to first-class banks at 11 :00 a.m . (London, England time) on the last business
day, of each month by three or more major banks in the interbank eurodollar market (as se-
lected by the Agent) for a one-month period and in an amount equal or comparable to the out-
standing obligations on which interest is to be paid .

"LIBOR Index Rate" shall mean for any month, the rate per annum (rounded
upwards, if necessary, to the next higher one hundred-thousandth of a percentage point) for
deposits in U.S . dollars for a one-month period, which appears on the Telerate Page 3750 as of
11 :00 a.m. (London, England time) on the last business day of such month.



(c)

	

Documentation of all bills paid and fundings made shall be kept in a
manner that will allow for an audit of the construction costs as deemed necessary by the Ac-
counting Committee .

(d)

	

Notwithstanding any other provisions ofthe Memorandum, no Owner
shall be called upon to reimburse any other Owner for its Allowance for Funds Used During
Construction .

(e)

	

Billing methods and carrying charge calculations may be revised and
based on another method determined by the Accounting Committee whenever it deems appro-
priate .

(f)

	

All changes or revisions to terms or procedures which the Accounting
Committee is permitted to make pursuant to this Section 6 shall be binding on the parties
hereto .

7 .

	

Payments . Billings and Settlements - Operation Expenditures .

(a)

	

Substantially all payments to outside vendors related to costs incurred in
connection with the operation and maintenance of SLCC and SL Common shall be made from
the SLCC Bank Account . The funds necessary to satisfy these payments made from the SLCC
Bank Account will be drawn on an as-needed basis from an account of the Agent-Owner. In
addition, internal charges applicable to such operating expenses, which the Agent-Owner in-
curs, shall be paid directly from an account ofthe Agent-Owner. The Agent-Owner shall be
reimbursed by the Non-Agent Owners in proportion to their respective Ownership Shares (ex-
cept as provided for in Section V.C of the Accounting Manual) in SLCC or SL Common, as
applicable, in accordance with the procedures set forth in the following paragraph .

(b)

	

The Agent-Owner will require periodic funding by the Non-Agent Own-
ers, semi-monthly on approximately the 5th and 15th business day of each month. The Agent-
Owner shall notify the Non-Agent Owners three days in advance of each such funding re
quirement . The Non-Agent Owners shall be billed a monthly carrying charge at the end of
each month (evidenced by a worksheet showing the daily cash flow activity for such month) on
the funds provided by the Agent-Owner on their behalf, which shall be assessed on funds from
the time payments are made by the Agent-Owner until the Agent-Owner is reimbursed by the
Non-Agent Owners . The carrying charge shall be calculated by multiplying the Interest Rate
by the daily average outstanding balance on a 360 day basis at the end of each calendar month.
The Accounting Committee, by Supermajority Vote, may review and make changes to the
funding periods and interest rate used for the carrying charge whenever it deems appropriate .



(c)

	

Documentation of all bills paid and fundings made shall be kept in a
manner that will allow for an audit of all SLCC and SL Common costs as deemed necessary by
the Accounting Committee .

(d)

	

Billing methods and carrying charge calculations may be revised and
based on another method determined by the Accounting Committee whenever it deems appro-
priate .

(e)

	

All changes or revisions to terms or procedures which the Accounting
Committee is permitted to make pursuant to this Section 7 shall be binding on the parties
hereto .

8 .

	

Material and Supply Inventories . Material and supply inventories for
SLCC and SL Common will be owned by the Owners in proportion to their respective Owner-
ship Shares unless otherwise determined by the Accounting Committee . All payments, billings
and settlements for purchase relating to such material and supply inventories shall be made in
accordance with the procedures set forth in Section 6 hereof

9.

	

Other Procedures . The Accounting Committee shall develop such other
procedures, which shall be binding on the parties hereto, as may be necessary or convenient for
equitably sharing the timely provision of cash for this project .

10 .

	

Payment Disputes . Each Owner shall pay all invoices, funding requests
and all other charges under this Memorandum and the Ownership Agreement when due . Each
Owner shall have two years to question or contest the validity, propriety or amount of any
such charge after which time the correctness of such charge shall be conclusively presumed . In
the event any Owner by timely notice questions or contests the correctness of any such charge,
the Owners shall in good faith attempt to resolve such dispute by consultation . Any subse-
quent adjustment to the invoice, funding request or other charge resulting from consultation
shall include interest, calculated from the date of payment of the disputed amount until the date
the adjustment is made using the Interest Rate . In the event that the Owners are unable to re-
solve any dispute in this manner, the dispute may be submitted to resolution pursuant to Sec-
tion 8 .1 of the Ownership Agreement .

11 .

	

- Ownership Agreement Precedence . Neither this Memorandum nor any
amendment, modification or supplement hereto shall constitute an amendment to the Owner-
ship Agreement unless and until the Ownership Agreement is amended in accordance with its
terms, including, but not limited to, Section 9.7 thereof. Any inconsistency between any provi-
sion of the then-effective Ownership Agreement and any provision herein shall be resolved by
application of the provisions of the then-effective Ownership Agreement, which shall take
precedence and be controlling, any other understanding, agreement, covenant or provision to
the contrary notwithstanding .



12 .

	

Interim Agreement . Notwithstanding anything to the contrary herein,
WGI shall not be obligated to make any payment hereunder to the extent it has made such
payment pursuant to the interim agreement dated as of April 30, 1999 among EDE, WGI and
Western Resources, Inc .

13 .

	

Notices . Any notice, demand, request or consent provided for in this
Memorandum or made in connection herewith shall be deemed to be properly served if given in
accordance with Section 9 .3 ofthe Ownership Agreement .

14 .

	

Waiver. No waiver by an Owner of its right with respect to default un-
der this Memorandum shall be effective unless all non-defaulting Owners waive their respective
rights . Any such waiver shall not be deemed to be a waiver with respect to any subsequent
default or matter . No delay short of the applicable statutory period of limitations in asserting
or imposing any such fight shall be deemed a waiver of such fight :

15 .

	

Severabilitv . In the event any provision of this Memorandum or the ap-
plication thereof to any person or circumstance shall be held invalid in any final decision by a
court having jurisdiction in the premises, the remainder of this Memorandum and its applica
tion to persons or circumstances, other than those as to which it was held invalid, shall not be
affected thereby.

16 .

	

Governing Law. The validity, interpretation and performance ofthis
Memorandum and each ofits provisions shall be governed by the laws of the State ofMissouri,
without giving effect to any provisions relating to conflict of laws .

17 .

	

Successors and Assigns . This Memorandum shall inure to the benefit of
and be binding upon the successors and assigns of each Owner; provided, however , that this
Memorandum shall not be assigned except in connection with the transfer by an Owner of all
or any portion of its Ownership Shares, in which event such Owner shall assign and shall cause
such transferee to assume the related portion of its rights and obligations under this Memoran-
dum, all as provided for in Section 2.6 of the Ownership Agreement.

18 .

	

No Third-Party Beneficiary . The parties hereto do not intend to create
rights in or to grant remedies to any third party as a beneficiary of this Memorandum or of any
duty, covenant, obligation or undertaking established herein .

19 .

	

Amendments . An amendment to this Memorandum shall be effective
upon written approval by such Owner or Owners whose collective Ownership Share in SLCC
is at least 75% so long as such amendment does not cause the relative rights and obligations of
any Owner to differ in any respect from the rights and obligations of any other Owner. Any
other amendment requires the written approval of each Owner .



20.

	

Headings . The Section headings herein are for convenience only and
shall not affect the construction hereof.

21 .

	

Counterparts . This Memorandum may be executed in any number of
counterparts, and all such counterparts taken together shall be deemed to constitute one and
the same instrument.

22 .

	

Effective Date and Term. This Memorandum shall continue in full force
and effect during the term ofthe Ownership Agreement and shall terminate concurrently with
the termination of said Ownership Agreement .

[Signature page to follow]



IN WITNESS WHEREOF, the parties hereto have cause this Memorandum to
be executed by their duly authorized officers, the day and year first above written .

THE EMPIRE DISTRICT ELECTRIC
COMPANY,

as an Owner

By:

	

~~ ~ .*J ~_
Name: Vi

	

il E. B
,
n 1

WESTAR GENERATING, INC.,
as an Owner

By:

THE EMPIRE DISTRICT ELECTRIC
COMPANY,

as Agent

By:

Title :

	

Vice President - Energy Supply

Name: Thomas L. Grennan
Title : President

I
Title :

	

Vice President - Energy Supply



I . Purpose

ACCOUNTING MANUAL

STATE LINE COMBINED CYCLE GENERATING FACILITY

This Accounting Manual sets forth the agreed record keeping and accounting
procedures relating to site acquisition, construction and commercial operation of the State Line
Combined Cycle Generating Facility jointly owned by The Empire District Electric Company
("EDE") and Westar Generating Inc . ("WGI") as tenants in common, each with undivided
ownership interests therein, as set forth in the Construction, Ownership and Operation Agree-
ment (the "Ownership Agreement") dated as of July 26, 1999 among EDE, WGI and The Em-
pire District Electric Company, as Agent. All capitalized terms used herein but not otherwise
defined shall have the meanings ascribed to them in the Ownership Agreement.

II .

	

Ownership Interest

Ownership interest as used herein as a basis of allocation of expenses, unless
otherwise specified, shall be the respective Ownership Shares of the Owners in SLCC as de-
termined in accordance with the Ownership Agreement .

III .

	

Maintenance of Records

Addendum to Accounting
and Cash Flow Memorandum

The Agent shall develop, maintain and keep all necessary original, microform,
or electronic copies of accounting records and supporting documents in accordance with the
applicable requirements of the Federal Energy Regulatory Commission ("FERC") and all other
regulatory bodies and taxing authorities having jurisdiction . The Agent shall keep such records
and supporting documents at its principal office wherever the same may be located from time
to time . The Agent, during normal working hours, shall make all such original, microform, or
electronic copies of records and supporting documents available at its principal office to ap-
propriate personnel of the Owners, and on written request by an Owner, to independent audi-
tors and authorized representatives of any regulatory body or taxing authority having jurisdic-
tion, for inspection, copying, audit and other proper business requirements . All accounts and
all original records and supporting documents shall be retained by the Agent at least as long as
required by the "Federal Energy Regulatory Commission Regulations to Govern the Preserva-
tion of Records ofPublic Utilities and Licensees" . Upon request by an Owner, the Agent shall



IV.

	

Construction and Removal Costs
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furnish copies of any or all such accounts, records or supporting documents to such Owner,
and such Owner shall pay for the cost ofpreparing such copies.

Construction, removal and/or net salvage costs incurred by or for the account
of each of the Owners shall be accounted for in accordance with the regular accounting proce-
dures followed by them unless otherwise specified in this Section IV. All construction, re
moval and/or net salvage costs shall be ultimately shared by the Owners in proportion to their
Ownership Shares in SLCC or SL Common, as applicable .

The remainder of this Section IV, which will comment on specific construction,
removal and net salvage cost elements, is not intended to be all inclusive, but is intended only
to set forth those items which appear to require specific agreement among the Owners .

A.

	

Properly Billable Charges

1 .

	

Paid Absences - Labor cost of employees of the Owner that is acting as
Agent (the " Agent-Owner ") shall include all direct costs including expenses for paid absences
due to vacation, holidays, sickness or other absences, such as those provided for by contracts
with labor unions, in addition to direct payroll cost, in each case, in accordance with the regu-
lar procedures ofthe Agent-Owner. Such costs shall be capitalized and shared by the Owners
in accordance with their respective Ownership Shares in SLCC or SL Common, as applicable .

2 .

	

Payroll Taxes and Employee Benefits - Specific costs for Federal and
state unemployment taxes, FICA tax and employee benefits (other than pensions and
healthcare costs set forth below) shall be capitalized and shared by the Owners as actually in
curred in-proportion to their respective Ownership Shares in SLCC or SL Common, as appli-
cable.

3 .

	

Pensions and Healthcare - Pension and healthcare costs shall be charged
as a capital item to each Owner as incurred by the Agent-Owner (whether on a cash basis or by
accrual) and each of the Owners shall be responsible for expenses actually incurred by the
Agent-Owner on a cash basis, in each case, in proportion to their respective Ownership Shares
in SLCC or SL Common, as applicable .

4 .

	

Injuries and Damages - Costs related to injuries and damages shall be
charged as a capital item to each Owner as incurred by the Agent-Owner (whether on a cash
basis or by accrual) and each of the Owners shall be responsible for expenses actually incurred
by the Agent-Owner on a cash basis, in each case, in proportion to their respective Ownership
Shares in SLCC or SL Common, as applicable . These costs may include, but are not limited
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to, the cost ofworkmen's compensation, public liability, and property damage insurance claims
less than the insurance deductible.

5 .

	

Use of Owner Vehicles - The costs relating to the usage ofvehicles
owned by the Owners shall be capitalized and shared by the Owners in proportion to their re-
spective Ownership Shares on the basis of reports of actual hours or miles of use, which physi
cal measure shall be priced on the same basis as that used by the Agent-Owner for distribution
of the cost ofusage of similar vehicles .

6 .

	

Coordination and Supervision Costs - The cost of each Owner's or
Agent's employees (as determined in accordance with the normal procedures of such Owner or
the Agent) which is spent in coordination and supervision of this project and out-of-pocket ex
penses of corporate officers directly related to this project, shall be capitalized and shared by
the Owners in proportion to their respective Ownership Shares in SLCC or SL Common, as
applicable . That portion of the salary of EDE's Vice President ofEnergy Supply and WGI's
Vice President of Generation Services directly related to this project (but no portion of the sal-
ary of any other corporate officer) shall be capitalized and shared by the Owners in proportion
to their respective Ownership Shares in SLCC or SL Common, as applicable .

7 .

	

Purchasing Expense - It is contemplated that most of the purchasing
will be done by the Agent during the initial construction of SLCC. In the event any purchasing
is done (at the direction of the Agent) by any Owner in its individual capacity during construc
tion, or any construction contracts are negotiated related to construction (including any such
contracts negotiated or entered into by EDE prior to July 26, 1999), expenses, including con-
tracting expense or direct expenses, shall be capitalized and shared by the Owners in propor-
tion to their respective Ownership Shares in SLCC or SL Common, as applicable .

-

	

8.

	

Administrative and General Expenses - Direct charges for administra-
tive and general expenses shall be capitalized and shared by the Owners in proportion to their
respective Ownership Shares in SLCC or SL Common, as applicable, except to the extent spe-
cifically provided in paragraph 6 above .

B.

	

Property Taxes

1 .

	

During the period of construction, each Owner shall report to the ap-
propriate taxing authority its investment in assets relating to SLCC and SL Common subject to
real estate and personal property taxes and shall make timely payment of all taxes levied
thereon . All such real estate and personal property taxes incurred during this period shall be
capitalized .

2 .

	

Notwithstanding the foregoing, all real estate and personal property
taxes incurred with respect to land and property owned on the date hereof by EDE that shall
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become part of SLCC or SL Common (collectively, the "Transferred Property"), shall be
shared by the Owners for the year of the transfer, in proportion to their respective Ownership
Shares in SLCC or SL Common, as applicable, prorated for that year, based on the date offi-
nal transfer of such property .

3 .

	

In the event real estate and personal property taxes (other than taxes
with respect to the Transferred Property during the applicable year of transfer) are not levied
separately upon the individual Owners for their respective Ownership Shares, but instead are
levied upon the Agent or the Agent-Owner for all Ownership Shares, the Owners shall be re-
sponsible for their respective share of all real estate and personal property taxes relating to
SLCC and SL Common in proportion to their respective Ownership Shares in SLCC and SL
Common, as applicable .

books .
4 .

	

Each Owner shall record its property tax expense directly on its own

C.

	

Insurance Program - All insurance costs referred to in the Insurance Memoran-
dum incurred during the period of construction shall be capitalized and shared by the Owners
in proportion to their respective Ownership Shares in SLCC or SL Common, as applicable,
unless otherwise specified in the Insurance Memorandum.

D.

	

Legal Costs - The following legal costs shall be capitalized and shared by the
Owners in proportion to their respective Ownership Shares in SLCC or SL Common, as appli-
cable : (a) any basic legal retainer fee paid to an outside attorney or law firm to the extent the
attorney or legal firm has been retained specifically because of the construction of this project,
(b) fees in excess of normal retainers which are incurred because of the construction of this
project and (c) expenses of attorneys which are related to land acquisition or to the construc-
tion of thus project .

E .

	

Directly Incurred Expenses - The cost of any directly incurred expense to fa-
cilitate the construction of SLCC or SL Common shall be capitalized and shared by the Own-
ers in proportion to their respective Ownership Shares in SLCC or SL Common, as applicable .

F .

	

Allowance for Funds Used During Construction - Each Owner shall calculate
the amount of the Allowance for Funds Used During Construction ("AFUDC") applicable to
its Ownership Shares each month, using the AFUDC rate established by such Owner.

G.

	

Construction Power -EDE shall provide electric service for construction
power at EDE's regular rate for company use facilities . The cost of construction power shall
be shared by the Owners according to their respective Ownership Shares in SLCC .



H.

	

Test Runs
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1 .

	

Actual costs for fuel used during test runs shall be shared by the Owners
in proportion to their respective Ownership Shares in SLCC, and such costs net of energy
revenue shall be individually capitalized by each Owner on its own books, unless otherwise
prescribed by the FERC. All fuel handling costs and testing costs incurred prior to the date of
commercial operation shall be capitalized, unless otherwise prescribed by the FERC, and
shared by the Owners in proportion to their respective Ownership Shares in SLCC.

2 .

	

The energy generated during test runs will be delivered to the SLCC
electrical bus . The energy will be owned by the Owners based on their respective Ownership
Shares in SLCC . It will be the responsibility ofthe Owners to make proper transmission ar-
rangements for and utilize the energy.

I .

	

Training ofPersonnel - At various dates prior to the date of commercial opera-
tion it will be necessary for the Agent to assign to SLCC the personnel who will operate and
maintain SLCC for the purposes of familiarization with the equipment and for training in its
dperation and maintenance . All cost of this training shall be capitalized, as required by the
FERC in its Uniform System of Accounts, and shall be shared by the Owners in proportion to
their respective Ownership Shares in SLCC .

J .

	

Audit of Construction Cost - During the course of the construction of SLCC it
is desirable to perform certain internal audit work. The program, timing and scope ofthe audit
work shall be established by the Management Committee . Any or all of the Owners may fur
nish personnel assigned to this work. All cost of this work, including the time of employees
assigned thereto shall be capitalized and shared by the Owners in proportion to their respective
Ownership Shares in SLCC .

K.

	

Accounting Costs - The Agent shall provide the resources (including employ-
ees and any necessary liaisons with contractors) required to maintain the necessary coordina-
tion between the accounting records of the Owners. These employees will also be responsible
for keeping any special records required for the proper sharing of construction costs between
the Owners . Any time actually spent on these duties by said employees shall be capitalized and
shared by the Owners in proportion to their respective Ownership Shares in SLCC .

V .

	

OperatingExpenses

Operating expenses incurred by or for the account of each of the Owners shall
be accounted for in accordance with the regular accounting procedures followed by them un-
less otherwise specified in this Section V. All operating expenses shall be ultimately shared by
the Owners in proportion to their Ownership Shares in SLCC or SL Common, as applicable .



The remainder ofthis Section V, which will comment on specific cost elements,
is not intended to be all inclusive, but is intended only to set forth those items which appear to
require specific agreement among the Owners.

A. Fuel
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1 .

	

(a) Firm Transportation -Reservation charges associated with the gas
transportation agreements referred to in Section 0.3(iii) ofthe Ownership Agreement shall be
shared by each of the Owners in accordance with their respective Ownership Shares in SLCC .
All transportation charges for commodity, fuel (shrinkage) and associated balancing shall be
charged in the month incurred, and will be shared on the basis ofthe proportion of total net
kilowatt-hours generated for each Owner during the month to the total net kilowatt-hours gen-
erated for all Owners during the month, or as amended by the Fuel Committee, except as pro-
vided in Section V, paragraph I .

(b) Firm Trans
SLCC will be credited monthly for any release or use thereof of SLCC firm transportation ca-
pacity at EDE's or WGI's other facilities (or facilities of WGI's affiliates, to the extent permit-
ted by the Gas Transportation Agreements) as a reservation charge credit equal to the
weighted average release rate (as set forth in the Gas Transportation Agreements) for the
month or at a rate agreed to by the Fuel Committee . Either EDE or WGI (or such affiliates)
may utilize any capacity of the other party to the extent and for so long as such other party has
decided not to use that capacity . The Agent shall maintain a report of all nominations made on
behalf ofEDE's or WGI's other facilities (or facilities of WGI's affiliates, to the extent permit-
ted by the Gas Transportation Agreements) . With respect to quantities nominated under the
gas transportation agreements transported for EDE's and/or WGI's facilities (or facilities of
WGI's affiliates, to the extent permitted by the Gas Transportation Agreements), EDE and/or
WGI (orsuch affiliates) shall be billed all transportation charges for commodity, fuel (shrink-
age) and associated balancing in the month such charges are incurred,

acity Release to EDE's or WGI's Other Facilities -

2 .

	

Fuel Handling and Testing - All fuel handling and testing expenses shall
be charged in the month incurred, and shall be shared on the basis ofthe proportion of total net
kilowatt-hours generated for each Owner during the month to the total net kilowatt-hours for
all Owners during the month, except as provided in Section V, paragraph I .

3 .

	

To the extent the Agent purchases all fuel commodity or secures fuel
through hedge or derivative transaction on behalf of the Owners, all expenses incurred by the
Agent related thereto shall be charged in the month incurred, and shall be shared on the basis
of the proportion of total net kilowatt-hours generated for each Owner during the month to the
total net kilowatt-hours for all Owners during the month, except as provided in Section V,
paragraph I . Fuel secured by the Agent through hedging or derivative transactions on behalf of
the Owners must be approved by the Management Committee prior to conducting such trans-
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actions . Further, risk management policies and procedures, agreed upon by the Management
Committee, must be developed prior to engaging in these types of transactions .

4 .

	

To the extent that an Owner, in its individual capacity, purchases some
or all of its required monthly fuel commodity or secures fuel through hedge or derivative trans-
action, then (a) if the Agent has not secured any quantity of fuel for operation in a month, any
such Owners procuring fuel in that month will not incur any direct fuel commodity expenses
from the Agent, but will be the only parties responsible for any fuel imbalance created in that
month or (b) if the Agent has secured a portion ofthe quantity of fuel for operation in that
month, the fuel expenses incurred by the Agent shall be prorated to each Owner based on the
proportion of the adjusted energy generated by each Owner to the adjusted energy generated
by SLCC for all Owners, or as otherwise determined by the Fuel Committee . The adjusted
energy generated by any Owner is that portion of energy generated for a particular Owner us-
ing fuel procured by the Agent as calculated in the next two succeeding sentences . For an
Owner who does not procure any fuel, the adjusted energy generated for such Owner will
equal the actual energy generated by such Owner . For an Owner who does procure fuel, the
adjusted energy generated will be calculated by reducing the actual energy generated for such
Owner by an amount of energy equal to a fraction, the numerator of which is the amount of
fuel procured by such Owner and the denominator of which is the average SLCC unit effi-
ciency for the month.

B .

	

Operation Expenses - Operation expenses shall be charged to appropriate Op-
eration accounts as identified by the FERC. Charges for Operation expenses shall be borne by
each Owner in proportion to its Ownership Share in SLCC or SL Common, as applicable .

C .

	

Maintenance Expense - Maintenance expenses shall be charged to appropriate
Maintenance accounts as identified by the FERC. During the initial twelve-month period fol-
lowing commercial operation, all Maintenance expenses shall be borne by each Owner in pro-
portion to its Ownership Share in SLCC or SL Common, as applicable . After this initial pe
riod, 75% of the charges for Maintenance expenses shall be borne by each Owner in proportion
to its applicable Ownership Share and 25% ofthe charges for Maintenance expenses shall be
borne by each Owner in proportion to each Owner's share of net generation to the total gen-
eration for all Owners for the twelve-month period ending on the last day ofthe month imme-
diately preceding the date of such determination . Notwithstanding the foregoing, WGI shall
not be required to actually pay any such expenses until the aggregate amount of expenses al-
locable to WGI exceeds an amount equal to $7,000 multiplied by the number of starts of the
Existing CT occurring after the completion ofthe scheduled overhaul of the Existing CT in the
fall of 1999 and prior to the transfer of an undivided interest in the Existing CT to WGI pursu-
ant to Section 2.3(d) of the Ownership Agreement .
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D.

	

Administrative and General Expenses

1 .

	

Administrative and General Expenses - Administrative and general ex-
penses include, but are not limited to, expenses directly related to expenses detailed in section
V, paragraphs A, B, C and D . The FERC Uniform System of Accounts requires that certain
expenses directly related to operation and maintenance of a production plant must be charged
to accounts in the administrative and general expense category .

2 .

	

Property Insurance - See the "Insurance Memorandum" dated July 26,
1999, entered into among EDE, WGI and the Agent .

3 .

	

Injuries and Damages - Costs related to injuries and damages shall be
charged to each Owner as incurred by the Agent-Owner (whether on a cash basis or by ac-
crual) and each of the Owners shall be responsible for expenses actually incurred by the Agent
Owner on a cash basis, in each case, in proportion to their respective Ownership Shares in
SLCC or SL Common, as applicable . These costs may include, but are not limited to the cost
of workmen's compensation, public liability, and property damage insurance claims less than
the insurance deductible .

4 .

	

Employee Pensions and Benefits - Costs for employee pensions and
benefits shall be charged to each Owner as incurred by the Agent-Owner (whether.on a cash
basis or by accrual) and each of the Owners shall be responsible for expenses actually incurred
by the Agent-Owner on a cash basis, in each case, in proportion to their respective Ownership
Shares in SLCC or SL Common, as applicable .

5 .

	

Other Administrative and General Expenses - It is recognized that the
Agent-Owner, as operator of SLCC and SL Common, will incur certain costs associated with
the operation of SLCC and SL Common. These costs include but are not restricted to payroll,
accounts payable, general accounting, personnel administration, legal expense, internal audit,
public relations and communication, purchasing and stores, treasury add the general overhead
costs to support these services . These costs incurred by the Agent-Owner in the operation and
maintenance of SLCC and SL Common shall be shared by each of the Owners in proportion to
their respective Ownership Shares in SLCC or SL Common, as applicable . The items and
amount of cost to be so shared shall be identified and determined by the Accounting Commit-
tee .

E.

	

Paid Absences - Labor costs of employees of the Agent-Owner shall include all
direct costs including expenses for paid absences due to vacation, holidays, sickness or other
absences, such as those provided for by contracts with labor unions, in addition to direct pay
roll cost, in each case, in accordance with the regular procedures of the Agent-Owner. Such
costs shall be shared by the Owners in accordance with their respective Ownership Shares in
SLCC or SL Common, as applicable .



F .

	

Depreciation - Rates for depreciation of SLCC and SL Common shall meet the
requirements of appropriate regulatory bodies . Each Owner shall compute depreciation on its
own investment in SLCC and SL Common and shall record depreciation expense directly on its
own books .

G. Prope Taxes

1 .

	

Each Owner shall report to the appropriate taxing authority its invest-
ment in assets relating to SLCC and SL Common subject to real estate and personal property
taxes and shall make timely payment of all taxes levied thereon .

2 .

	

In the event real estate and personal property taxes are not levied sepa-
rately upon the individual Owners for their respective Ownership Shares, but instead are levied
upon the Agent or the Agent-Owner for all Ownership Shares, the Owners shall be responsible
for their respective share of all real estate and personal property taxes relating to SLCC and SL
Common in proportion to their respective Ownership Shares in SLCC and SL Common, as
applicable.

books.
3 .

	

Each Owner shall record its property tax expense directly on its own

H.

	

Other Taxes
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1 .

	

Payroll Taxes and Employee Benefits - Specific costs for Federal and
state unemployment taxes and FICA tax shall be shared by the Owners as actually incurred in
proportion to their respective Ownership Shares in SLCC or SL Common, as applicable .

2 .

	

Other Miscellaneous Taxes - The cost of any other taxes charged to this
account, which are incurred because of the ownership or operation of SLCC or SL Common,
shall be shared on an equitable basis to be determined by the Accounting Committee according
to the nature of the tax expense incurred .

1 .

	

Station Uses - Electrical - When SLCC is in service, the station uses shall be di-
vided on the basis of net generation for each Owner . When SLCC is out of service, the station
uses shall be divided based on each Owner's Ownership Share in SLCC with each Owner either
furnishing or arranging for its portion ofthe uses . Station uses shall be considered to be the
station's uses as determined by the Operating Committee and accumulated hour by hour during
the month, except they shall be adjusted for inadvertent or incorrect readings .
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VI.

	

Other Income and Miscellaneous Income Deductions

VII. Inventories

The nature of other income and deductions related to SLCC and SL Common
cannot be determined in advance. Generally, it is anticipated that such items will be shared in
proportion to the Owner's respective Ownership Shares . Other divisions may be used if ap
propriate to the nature of the item but only with the approval of the Accounting Committee .

Materials and Supplies - The Agent will maintain separate inventories for
SLCC and SL Common. Each Owner will own an interest in the inventory of materials and
supplies in proportion to its Ownership Share in SLCC and SL Common, as applicable . Pur
chase of materials and supplies required after the in-service date of commercial operation shall
be made by the Agent (which may be purchased from EDE) and the cost of materials and sup-
plies inventory shall include all direct costs in accordance with the normal accounting proce-
dures of the Agent-Owner. The inventory and issues therefrom hall be priced on an average
price basis and issues shall also include costs for stores expenses in accordance with the normal
accounting procedures of the Agent-Owner . A physical inventory of materials and supplies
shall be made at least every two years as prescribed by the FERC in its Uniform System of Ac-
counts. Any adjustment between book quantity and physical count shall be made by charging
or crediting the appropriate inventory account with the number of units to be adjusted, priced
at the average price ofthe stock item . Any adjustment to inventory shall be shared by the
owners according to their respective Ownership Shares in SLCC or SL Common, as applica-
ble .

VIII .

	

Changes in Accounting Procedures

A.

	

Individual Owners' Company Procedures - In the event any Owner makes any
change in its accounting procedures which would change the method of distribution or alloca-
tion of costs or expense, that Owner shall notify the other Owners of the nature of the change
and its estimated effect on costs or expenses related to this project . A simple change in ac
counting methods intended to achieve a more accurate allocation of actual costs or expenses
will not be considered as a change in accounting procedures for purpose of this Section VIII .
A .

B .

	

Change in Accounting Manual - It is recognized that it is impossible to antici-
pate all circumstances which may arise and it is not likely that this Accounting Manual will ini-
tially cover all points upon which agreement should be reached . Therefore, it is necessary to
provide for changes to this Accounting Manual in order to maintain an equitable allocation of
costs and expenses among the Owners . A change in this Accounting Manual shall be made
only in accordance with Section 2 of the Accounting and Cash Flow Memorandum .



IX.

	

Calculation ofPercentages

X. Reporting
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Computation ofpercentages required for any allocations of cost or expense re-
quired in this Accounting Manual shall be made to the nearest one-tenth of one percent, or if
there is no nearest one-tenth, then to the nearest even one-tenth of one percent .

The Accounting Committee shall determine the timing and scope of reports
which will be provided by the Agent to each Owner .




