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SUPPLEMENTAL DIRECT TESTIMONY
PURSUANT TO THE SCHEDULING ORDER
OF
MICHAEL W. CLINE

CASE NO. EM-2007-0374

Are you the same Michael W. Cline who submitted direct testimony in this
proceeding?

Yes, I am.

What is the purpose of your testimony?

My testimony is divided into four sections. In Section 1, I will articulate the overall
objective of Great Plains Energy (“Great Plains Energy™) with respect to managing the
existing debt of Aquila (“Aquila”) following Great Plains Energy’s acquisition of Aquila.
In Section 2, I will describe the debt portfolio that Great Plains Energy expects to inherit
with the Aquila acquisition. In Section 3, I will discuss the strategy for managing that
portfolio that best meets Great Plains Energy’s overall objectives and the regulatory relief

essential to the strategy’s success. Finally, in Section 4, I will summarize the key

elements from the preceding three sections.
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SECTION 1 - GREAT PLAINS ENERGY’S OVERALL OBJECTIVES IN MANAGING

AQUILA’S DEBT PORTFOLIO

What are Great Plains Energy’s overall objectives in planning for actions to be

taken with respect to Aquila’s existing debt following the closing of the transaction?
The direct testimonies provided by Terry Bassham, William H. Downey, and me in this
proceeding articulated the importance and the benefits of achieving and maintaining an
investment-grade rating for Aquila as a result of this transaction. Maintaining Great
Plains Energy’s current investment-grade status is essential as well. These are the key

objectives upon which we are focused as we plan to manage Aquila’s debt portfolio post-

closing of the merger.

SECTION 2 - AQUILA’S DEBT PORTFOLIO INHERITED BY GREAT PLAINS

ENERGY

What is the “starting point,” i.e., what debt is expected to be on Aquila’s books at
the time the transaction is closed?

Schedule MWC-6 (HC) lists the debt that Great Plains Energy expects to be on Aquila’s
balance sheet at the time of closing. This debt includes the following: (1) 15 issues of
senior notes, medium term notes, first mortgage bonds, and tax-exempt pollution control
bonds totaling **_**; and (2) Short-term debt outstanding on Aquila’s latan

revolving credit facility of approximately $102 million.
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Is this portfolio the same as what Great Plains Energy had initially assumed in

quantifying the interest synergies disclosed when the transaction was announced?

No.

What accounts for the difference?

As anticipated, in June Aquila utilized cash on hand and a portion of the proceeds from
its sale of its Kansas Electric properties to retire a number of their debt issues. The actual
debt retired, however, was different than originally assumed. In all, Aquila called four
issues totaling $344.0 million, with a weighted average coupon rate of 7.90%,and plan to
call approximately $2 million additional in August of 2007, The four issues retired are
the last four listed in the table entitled “Bonds Previously Tendered, Matured, or
Converting” in Schedule MWC-6 (HC). The two largest issues retired as part of this
activity, $287.5 million of 7.875% Retail QUIBs due in March 2032 and $51.5 million of
8.00% Senior Notes due in March 2023, had been assumed to still be outstanding at
closing when interest synergies were originally calculated.

Why did Aquila retire different debt than what had been assumed?

The approach a firm takes in managing a portfolio of liabilities (“liability management”)
depends on its objectives. A firm may decide to retire different debt issues if its goal is to
reduce interest expense on the income statement going forward than it might if the focus
were on minimizing the near-term volatility in reported resuits. A firm could also choose
to make maximum dollar reduction of debt the top priority for credit reasons, or focus
only on those issues that could be refinanced at lower rates based on current borrowing

cost or the opportunity cost of available cash.
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In this situation, Aquila’s liability management objectives in 2007 were originally
projected to focus more upon retiring their higher-cost debt issues in order to reduce
interest expense going forward. As the strategy actually developed, however, Aquila
adopted an approach that used its available cash to target issues that were callable either
at par (face value) or at a small premium. This enabled Aquila to maximize the amount
of debt reduction on their balance sheet, achieve some degree of interest expense savings
going forward, minimize the income statement “hit” that would result from retiring
higher-premium issues, and obtain positive refinancing economics since the all-in cost,
including call premiums, of the retired debt was higher than the rate Aquila could earn by
investing the cash at money market rates.

The rating agencies have reinforced Aquila’s approach through their rating
changes on Aquila since the company’s announcement of this strategy. Standard &
Poor’s (“S&P”) upgraded Aquila’s senior unsecured rating one notch, from B to B+, on
May 15, 2007, while Moody’s upgraded the senior unsecured rating two notches from B2
to Ba3 on June 22, 2007. Note that, despite these upgrades, Aquila’s senior unsecured
rating remains four notches below the lowest investment-grade level of BBB- at S&P and

three notches below the Baa3 investment-grade threshold at Moody’s.

N
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Will any other debt mature or convert prior to closing?

Yes. As shown in the table entitled “Bonds Previously Tendered, Matured, or
Converting” in MWC-6 (HC), the remaining $2.6 million of Aquila’s Premium Income
Equity Security (PIES) will convert to common stock in September 2007,

Will the debt issues anticipated to remain on Aquila’s balance sheet at the time of
closing still be able to be retired?

Yes. Aquila has a number of issues representing over 90% of its outstanding debt that
could be fully retired at a “make-whole” price. The method for determining the make-
whole price, when applicable, is outlined in the prospectus for each security. The balance
of Aquila’s debt without a “make-whole” provision can be repurchased in the market
through a tender offer. While there is no certainty as to the amount of any particular
issue that existing holders would make available in response to a tender offer, it should be
possible to structure the terms of the offer in a manner that would be sufficiently
attractive to ensure a significant degree of investor participation.

Do you expect there to be material changes in any terms of the existing Aquila debt
following its acquisition by Great Plains Energy.?

Yes. As described in my direct testimony in this proceeding, Great Plains Energy expects
that Moody’s and Standard & Poor’s would upgrade Aquila’s credit rating to Baa2 and
BBB, respectively, within a relatively short period following closing, These actions
would result in an immediate coupon rate reduction in two of Aquila’s senior note issues:
(1) For the $500 million issue with a maturity of July 2012, a reduction from 14.875% to

11.875%; and (2) For the **{j I * issue with a maturity of February 2011, a

reduction from 9.95% to 7.95%. The prospectus supplements for these securities, which
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include a description of the coupon reductions, are attached as Schedule MWC-7 and

MWC-8 for the $500 million and **|J " * mittion issues, respectively.

SECTION 3 - POTENTIAL STRATEGIES FOR MANAGEMENT OF AQUILA’S DEBT

PORTFOLIO

What is the purpose of this section of your testimony?

I will discuss the strategy developed by Great Plains Energy to manage Aquila’s debt
portfolio in a manner that achieves the objectives outlined in Section 1 and the regulatory
elements critical to the success of the approach.

What alternative has Great Plains Energy identified with respect to managing the
existing Aquila debt that achieves the objectives you outlined in Section 1?

Schedule MWC-9 (HC) reflects a pro forma 2008-12 model of this strategy prepared by
Credit Suisse, Great Plains Energy’s advisor on the merger transaction. This strategy
involves the following key elements: (1) The issuance by Great Plains Energy of a
| - hybrid debt security with an assumed coupon rate of -

(2) Contribution of the proceeds of the hybrid issuance from Great Plains Energy to

Aquila as capital; and (3) **
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What are the implications of this strategy for the credit profiles of Aquila and Great
Plains Energy?

In order to address this question, it’s important to first revisit how S&P is expected to
view the business risk of Aquila and Great Plains Energy post-merger. As discussed in
my direct testimony, in January 2007 Great Plains Energy engaged S&P to conduct an
analysis of the proposed Aquila merger through S&P’s Ratings Evaluation Service
(“RES™). A copy of S&P’s analysis is attached as Schedule MWC-4 (HC) (This schedule
was attached to my initial direct testimony. I attach it again here for convenience.). In
that analysis S&P stated (using “Asteroid” to refer to Aquila and “GXP” to refer to Great
Plains Energy) that “Asteroid’s business risk profile is currently satisfactory (*6’) on
Standard & Poor’s 10-point scale,” and “Post-merger, GXP’s consolidated business
profile would be revised to a ‘6’ from a ‘7’.” S&P assigns a business risk score to an
entity on a scale of 1-10, with ‘1’ representing the lowest risk and ‘10’ the highest.
Accordingly, S&P’s view is that the acquisition of Aquila will lower Great Plains
Energy’s overall business risk.

The business risk profile is then used to establish the guidelines for the financial
metrics that correspond generally to a given credit rating. S&P published its financial
guidelines for utility and power company credit ratings in June 2004. Their report is
attached as Schedule MWC-1 (This schedule was attached to my initial direct testimony.

1 attach it again here for convenience.).
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Compared to S&P’s financial guidelines contained in Schedule MWC-1, the pro
Jorma FFO-to-Debt ratios reflected in Schedule MWC-9 (HC) are in the middle third of
the range for the “BBB” rating category, for a company with a business risk of ‘6,
throughout the three-year period of the analysis. The Debt-to-Capitalization and FFO
Interest coverage ratios, the two other most important metrics from S&P’s perspective,
are both stronger than indicated by the range for the BBB rating category. These credit

metrics appear sufficiently sirong to maintain an investment-grade rating for Aquila and

Great Plains Energy over the period.

Also supporting this assessment is the fact that this **—
_** is consistent with the approach that Great

Plains Energy discussed with both S&P and Moody’s prior to announcement of the
merger. A copy of Great Plains Energy’s January 2007 presentation to Moody’s and
S&P to facilitate both Moody’s Ratings Assessment Service (“RAS™) analysis and S&P’s
RES analysis is attached as Schedule MWC-11 (HC). The February 2007 update given
by Great Plains Energy to the agencies just prior to announcement of the merger is
attached as Schedule MWC-12 (HC). As referenced earlier, the S&P RES report is
attached as Schedule MWC-4 (HC). The Moody’s RAS report is attached as Schedule
MWC-5 (HC) (This schedule was attached to my initial direct testimony. I attach it again
here for convenience.).

Briefly describe hybrid debt and its significance in this strategy.

Hybrid debt is a financing instrument that is treated like debt for accounting and tax
purposes but contains certain equity-like features that result in the attribution of “equity

credit” from the rating agencies in the calculation of credit metrics. The degree of equity
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credit granted by the agencies depends on the terms and structure of the each particular
issue. Moody’s assigns a given hybrid debt instrument to one of five “baskets,” each
with a different level of equity credit (from Basket A, treated as 0% equity / 100% debt,
to Basket E, treated as 100% equity / 0% debt, adjusting in 25% increments). S&P, on
the other hand, atiributes equity credit based on assigning the security to one of three
categories: (1) “Low” (0% equity / 100% debt); (2) “Intermediate” (50% equity / 50%
debt); or (3) “High” (100% equity / 0% debt). With the issuance of a heavy volume of
hybrid securities over the past two years, the structuring attributes required to attain a
given level of equity credit have become well-understood by issuers.

Great Plains Energy plans to issue a security that will receive 50% equity credit
from both agencies, i.e., “Basket C” at Moody’s and “Intermediate” at S&P. The
significance of this in terms of the strategy is that, although Great Plains Energy’s
balance sheet following issuance will reflect **| I * of debt, for purposes of
calculating credit ratios at the Great Plains Energy level, the rating agencies will assume
debt of **| I+ and equity of ** . From a rating agency
standpoint, Aquila’s total debt will decline by nearly **_** and, at the

consolidated Great Plains Energy level, net total debt will decline by nearly **|JJJii

[ I rcduction at Aquila, less **—** of new Great

Plains Energy debt attributed to the hybrid).

Why is Great Plains Energy leaving Aquila’s $500 million Senior Notes issue
outstanding?

This issue, shown on Schedules MWC-6 (HC) and MWC-10 (HC), matures in July 2012

and has a current coupon of 14.875%. As discussed earlier, Great Plains Energy expects
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this coupon to decline to 11.875% upon the closing of Great Plains Energy’s acquisition
of Aquila, based upon S&P’s and Moody’s actions to upgrade Aquila to investment-
grade.

In order to retire this security, Aquila would be required to utilize the “make-
whole call.” This provision is described in the “Redemption” section of Schedule MWC-
7 and establishes the basis for calculating the price which Aquila would need to pay to
retire the security. As shown on Schedule MWC-10 (HC), the estimated “make-whole”
price, expressed as a percentage of the par amount, is 124.14. Stated another way, Aquila
would have to pay $1,241.40 for every $1,000 of outstanding debt, which would result in
a total redemption cost of $620.7 million. As a result, redemption of this one issue would
utilize essentially all of the cash Aquila expects to have available to complete this
refinancing. At the Great Plains Energy consolidated level, this would result in a net debt
reduction from a rating agency perspective of only **[ i ** (3500 million
retired at Aquita, tess **| Il of Great Plains Energy debt attributed to the
hybrid), compared to **—** as previously discussed for the target strategy.
Could Great Plains Energy just issue a larger hybrid to fund the take-out of the
$500 million Senior Notes?

No. S&P’s current guidelines call for hybrid securities to comprise no more than 15% of
a firm’s total capitalization. The pro forma capitalization of Great Plains Energy
following the acquisition of Aquila is estimated at approximately **_**, as
shown in Schedule MWC-9 (HC). The absolute limit on hybrids for Great Plains Energy
would therefore be **| Il *. As Great Plains Energy expects to execute a

hybrid issue of **| R+ in 2007, the * " cxpected to be

10
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completed as part of this debt reduction strategy for Aquila will lead to total hybrids
outstanding of about **_** at Great Plains Energy, or about **-** of pro
Jorma total capitalization. Great Plains Energy views this as sufficiently close to S&P’s
stated threshold to preclude additional hybrid issuance beyond this level.
What are the key regulatory elements to this debt reduction strategy?
There are three items Great Plains Energy views as key regulatory elements of our debt
reduction strategy in order to achieve our credit objectives: (1) Recovery in rates of
actual interest costs on any Aquila debt remaining afier execution of the strategy; (2)
Recovery in rates of amortized debt retirement costs reflected in interest expense going
forward; and (3) The availability of an Additional Amortizations mechanism for Aquila,
as outlined in my direct testimony.
For regulatory purposes, Aquila currently recovers interest costs of approximately
7%. Why does Great Plains Energy believe that full cost recovery is warranted?
Great Plains Energy is acquiring all of Aquila’s debt through the merger. Recovery of
actual interest costs going forward is key for Great Plains Energy to facilitate the short
and long-term term benefits of the transaction.
The $500 million senior note matures in July 2012. As discussed in Section 2,
Great Plains Energy’s financial strength is expected to result in an immediate lessening of
Aquila’s interest burden on this issue in the form of a 300 basis point coupon reduction,
which represents $15 million in reduced pre-tax interest expense annually over the life of
the issue. Even with this reduction triggered by Great Plains Energy, however, the actual
annual pre-tax interest cost will be $24.4 million per year higher than the 7% currently

allowed in rates. Going forward, Aquila customers will derive considerable long-term

11
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benefits from Aquila achieving and maintaining investment-grade status as a result of this
transaction. Interest costs will be significantly lower as a direct result of Great Plains
Energy’s actions and will ultimately reflect Aquila’s true financing costs to the entity
following continued de-leveraging to improve Aquila’s financial prospects. Therefore,
Great Plains Energy believes that actual interest cost is an appropriate cost for Aquila’s
customers to bear in the short-run in order to achieve the long-term objective of financial
stability and rates that reflect actual cost of service.

The recovery of actual interest costs is necessary to achieving Great Plains
Energy’s credit objectives in the merger transaction. Both the S&P RES analysis
(Schedule MWC-4 (HC)) and Moody’s RAS analysis (Schedule MWC-5 (HC))
emphasized the importance of Great Plains Energy’s ability to recover actual interest
cosfs as a key consideration in the investment-grade outcomes indicated by both
agencies.

What are the debt retirement costs to which yon refer and how would such costs be
accounted for?

Excluding the $500 million Senior Notes, Aquila will be able to retire between **JJjjj
-* * of the target portfolio under the “make-whole” provisions in the respective
individual securities, as discussed in Section 2. The remaining securities do not have
make-whole provisions and, as such, Aquila intends to retire those bonds through a
tender offer whereby Aquila will endeavor to establish a sufficiently attractive price to
induce current holders to sell all, or a significant portion, of their bonds back to the
company. Regardless of whether the debt is retired using a make-whole provision or a

tender offer, Aquila will pay a premium above the par value of the bonds in order to do

12
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so. Schedule MWC-10 (HC) reflects Credit Suisse’s estimate of the prices Aquila will
pay to retire the debt and the resulting repurchase premium, which totals "‘*-

-**. These amounts will be deferred and amortized as a component of interest

expense.

Why does Great Plains Energy believe that rate relief for these costs is warranted?
These costs are necessary to complete the debt reduction needed to achieve an
investment-grade rating for Aquila. Because "““-““‘= of the target portfolio matures
before **—**, this represents a largely short-term cost borne by customers in
exchange for the long-term benefits concomitant with investment-grade status, as
discussed previously.

Under the assumption of full cost recovery of interest, both on remaining debt and
based on the amortization of debt refinancing costs, what is the projected impact of
this strategy on customer rates?

Schedule MWC-9 (HC) reflects the impact of this strategy on projected Aquila customer
rates. While the Additional Amortizations mechanism is assumed to be available to
Aquila if needed to support credit metrics, Great Plains Energy’s proposed debt reduction
strategy results in sufficient cash flow so that the mechanism is not assumed to be
invoked during the analysis period.

Since the strategy you have outlined appears to support an investment-grade rating
without an assumed Additional Amortizations mechanism being triggered, is such a
mechanism still needed?

Yes. The reasons for such a mechanism, as stated in my direct testimony, are unaffected

by the results of this or any single strategy. The rating agencies consider the availability
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of the Additional Amortizations mechanism to be an important sign of regulatory support
for credit quality and a vital means of risk mitigation for bondbolders.
Please summarize the regulatory relief related to this strategy that is either
requested now or will be requested by Aquila in future rate cases.
Great Plains Energy reiterates the request outlined in the direct testimony of Terry
Bassham in this proceeding, that once Aquila achieves the financial metrics necessary to
support an investment-grade rating, the Commission authorize Aquila to use the
Additional Amortizations mechanism in the same manner and on the same terms and
conditions as implemented by the Commission with respect to KCPL in Case No. ER-
2006-0314.

Aquila will ask, in future rate cases, that ail actual interest costs be recovered in
rates. This will include both the actual coupon rate on all outstanding debt, including that
remaining subsequent to the execution of this de-leveraging strategy, as well as the effect

on interest costs from the amortization of debt retirement costs resulting from this

strategy.

SECTION 4 —- SUMMARY

Please summarize your testimony.

Achieving and maintaining an investment-grade rating for Aquila while maintaining
Great Plains Energy’s current investment-grade rating is a key objective. Great Plains
Energy’s post-closing execution strategy related to existing debt at Aquila is, in tum, a

key element to the attainment of that objective. Great Plains Energy has outlined a

14
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strategy of refinancing nearly all of Aquila’s outstanding individual debt securities using
a combination of holding company hybrid debt and cash. The debt reduction at Aquila
that will result from this plan is designed to accomplish the aforementioned credit
objectives and foster long-term financial stability at a company that has not enjoyed
investment-grade status since 2002,

The strategy proposed by Great Plains Energy is reasonable, responsibie, and
sound. While there are short-term costs involved with the strategy, the overall
restructuring plan, in light of other synergies that will be realized and the benefits of
investment-grade status to customers, demonstrate that the merger’s benefits outweigh
the costs, that the merger is not detrimental to the public interest, and that the plan to
execute the merger should be approved by the Commission.

Does that conclude your testimony?

Yes, it does.

15
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STANDARD UTILITIES

Publication date: 02-Jun-2004
Reprinted from RatingsDirect

New Business Profile Scores Assigned for U.S. Utility and Power

Companies; Financial Guidelines Revised

Credit Analysts: Ronald M Barone, New York (1) 212-438-7662; Richard W Cortright, Jr. , New York (1} 212-438-7665; Suzanne G Smith, New

(Yoﬂz( 1(;) 212-438-2106, John W Whitlock, New York (1) 212-438-7678; Andrew Watt, New York (1) 212-438-7868; Arthur F Simonson, New York
1) 212-438-2094

Standard & Poor's Ratings Services has assigned new business profile scores to
U.S. utility and power companies to befter reflect the relative business risk among
companies in the sector. Standard & Poor's also has revised its published risk-
adjusted financial guidelines. The new business scores and financial guidelines do
not represent a change to Standard & Poor's ratings criteria or methodolegy, and
no ratings changes are anticipated from the new business profile scores or revised
financial guidelines.

New Business Profile Scores and Revised Financial Guidelines
Standard & Poor’s has always monitored changes in the industry and altered its
business risk assessments accordingly. This is the first time since the 10-point
. business profile scale for U.S. investor-owned utilities was implemented that a
comprehensive assessment of the benefits and the application of the methodology
has been made. The principal purpose was to determine if the methodology
continues to provide meaningful differentiation of business rtisk. The review
indicated that while business profile scoring continues to provide analytical benefits,
the complete range of the 10-point scale was not being utilized to the fullest extent.

Standard & Poor's has also revised the key financial guidetines that it uses as an
integrail pan of evaluating the credit quality of U.S. utility and power companies.
These guidelines were last updated in June 1899. The financial guidelines for three
principai ratios {funds from operations (FFO) interest coverage, FFO to total debt,
and total debt to total capital) have been broadened so as to be more flexible.
Pretax interest coverage as a key credit ratio was eliminated.

Finally, Standard & Poor's has segmented the utility and power industry into sub-
sectors based on the dominant corporate strategy that a company is pursuing.
Standard & Poor's has published a new U.S. utility and power company ranking list
that reflects these sub-sectors.

There are numerous benefits 1o the reassessment. Fuller utilization of the entire 10-

point scale provides a superior relative ranking of qualitative business risk. A

simultaneous revision of the financial guidelines supports the goai of not causing

rating changes from the recalibration of the business profiles. Ciassification of

companies by sub-sectors will ensure greater comparability and consistency in

ratings. The use of industry segmentation will also allow more in-depth statistical
. analysis of ratings distributions and rating changes.

(1 of 19) | Schedule MWC-1




New Business Profile Scores Assigned for U.S. Utility and Power Companies; Financiai Guidelines Revised

The reassessment does not represent a change to Standard & Poor's criteria or
methodology for determining ratings for utifity and power companies. Each business
profile score should be considered as the assignment of a new score; these scores
do not represent improvement or deterioration in our assessment of an individual
company's business risk relative to the previously assigned score. The financial
guidelines continue to be risk-adjusted based on historical utility and industrial
medians. Segmentation into industry sub-sectors does not imply that specific

company characteristics will not weigh heavily into the assignment of a company's
business profile score.

Back to Top

Results

Previously, 83% of U.S. ufility and power business profile scores fell between '3
and '8, which clearly does not reflect the risk differentiation that exists in the utility
and power industry today. Since the 10-point scale was introduced, the industry has
transformed into a much less homogenous industry, where the divergence of
business risk—particularly regarding management, strategy, and degree of
competitive market exposure—has created a much wider spectrum of risk profiles.
Yet over the same period, business profile scores actually converged more tightly
around a median score of '4'. The new business profile scores, as of the date of this

publication, are shown in Chart 1, The overall median business profile score is now
'5.-

Chart 1
Distribution of Business Profile Scores

% of Companies

13

16

14

(2 of 19)

2 3 4 5 L] 7 8 9 10
New Business Profile Score




New Business Profile Scores Assigned for .S, Utility and Power Companies; Financial Guidelines Revised

Table 1 contains the revised financial guidelines. 1t is important to emphasize that
these metrics are only guidelines associated with expectations for various rating
levels. Although credit ratio analysis is an important part of the ratings process,
these three statistics are by no means the only critical financial measures that
Standard & Poor's uses in its analytical process. We also analyze a wide array of
financial ratios that do not have published guidelines for each rating category.
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Again, ratings analysis is not driven solely by these financia! ratios, nor has it ever
been. In fact, the new financial guidelines that Standard & Poor's is incorporating
for the specified rating categories reinforce the anaiytical framework whereby other
factors can outweigh the achievement of otherwise acceptable financial ratios.
These factors include:
o Effectiveness of liability and liquidity management;
o Analysis of internal funding sources;
s Retum on invested capital;
e The record of execution of stated business strategies;
e Accuracy of projected performance versus actual results, as well as the
trend;
+ Assessment of management's financial policies and attitude toward credit;
and
« Corporate governance practices.
Charts 2 through 6 show business profile scores broken out by industry sub-sector.
. : The five industry sub-sectors are:

{4 of 19)

Transmission and distribution--Water, gas, and electric;

Transmission only—Electric, gas, and other,;

integrated electric, gas, and combination utilities;

Diversified energy and diversified nonenergy; and

Energy merchant/power developer/trading and marketing companies.
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. Chart 2

Transmission and Distribution-Water, Gas, and
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Chart 3
Transmission Only-Electric, Gas, and Other
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Chart 6

Energy Merchant/Developers/Trading and Marketing

3% of Companies

40

35

30

25

2t

15

14

Business Profile Scores

The average business profile scores for transmission and distribution companies
and transmission-only companies are lower an the scale than the previous
averages, while the average business profile scores for integrated utilities,
diversified energy, and energy merchants and developers are higher.

The Appendix provides the company list of business profile scores segmented by
industry sub-sector and ranked in order of credit rating, cutlook, business profile
score, and relative strength.

Backto Top

Business Profile Score Methodology

Standard & Poor's methodology of determining corporate utility business risk is
anchored in the assessment of certain specific characteristics that define the sector.
We assign business profile scores to each of the rated companies in the utility and
power sector on a 10-point scale, where '1' represents the lowest risk and 10" the
highest rick. Business profile scores are assigned to all rated utility and power
companies, whether they are holding companies, subsidiaries or stand-alone
corporations. For operating subsidiaries and stand-alone companies, the score is a
bottom-up assessment. Scares for families of companies are a compasite of the
operating subsidiaries' scores. The actual credit rating of a company is analyzed, in

part, by comparing the business profile score with the risk-adjusted financial
guidelines.
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For most companies, business profile scores are assessed using five categories;
specifically, regulation, markets, operations, competitiveness, and management.
The emphasis placed on each category may be influenced by the dominant strategy
of the company or other factors. For example, for a regulated transmission and
distribution company, regulation may account for 30% to 40% of the business
profile score because regulation can be the single-most important credit driver for
this type of company. Conversely, competition, which may not exist for a
fransmission and distribution company, would provide a much lower proportion
(e.g., 5% to 15%) of the business profile score.

For certain types of companies, such as power generators, power developers, oil
and gas exploration and production companies, or nonenergy-related holdings,
where these five components may not be appropriate, Standard & Poor's will use
other, more appropriate methodologies. Some of these companies are assigned
business profile scores that are useful only for relative ranking purposes.

As noted above, the business profile score for a parent or holding company is a
composite of the business profile scores of its individua! subsidiary companies.
Again, Standard & Poor's does not apply rigid guidelines for determining the
proportion or weighting that each subsidiary represents in the overall business
profile score. Instead, it is determined based on a number of factors. Standard &
Poor's wili analyze each subsidiary’s contribution to FFO, forecast capital
expenditures, liquidity requirements, and other parameters, including the extent to
which one subsidiary has higher growth. The weighting is determined case-by-case.

Back to Tep

Appendix: U.S. Utility and Power Company Ranking List
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PROSPECTUS

AQUILA, INC.
Offer To Exchange

up to $500,000,000 principal amount of its new 117/8% Sepior Notes due July 1, 2012,
which have been registered under the Securities Act of 1933, for any and all
of its outstanding 117/s% Senior Notes due July 1, 2012

This prospectus relates to the offer by Aquila, Inc. to exchange up to $500,000,000 of new 117/8% senior notes due

July 1, 2012, which are referred to as the "exchange notes,” for any and all of its outstanding 117/2% senior notes due July 1,
2012, which are referred to as the "restricted notes.” The exchange notes have been registered under the Securities Act of
1933 and, therefore, are freely transferable, whereas the restricted notes are subject to certain transfer restrictions.

Interest on the restricted notes is, and on the exchanges notes will be, paid each January 1 and July 1. The next interest
payment will be made July 1, 2003, The exchange notes are subject to opticnal redemption by Aquila prior to maturity, in
. whole or in part, at the make-whole redemption price described in this prospectus.

The restricted notes are, and the exchange notes will be, unsecured and unsubordinated obligations of Aquila.

. The exchange offer expires at 5:00 p.m. New York City time on June 27, 2003, unless extended.

. You should carefully review the procedures for tendering your restricted notes beginning on page 16 of this
prospectus.

. Tenders of resiricted notes may be withdrawn at any time prior to the expiration of the exchange offer.
. All restricted notes that are validly tendered and not validly withdrawn will be exchanged.

. Holders of restricted notes do not have any appraisal or dissenters' rights in connection with the exchange
offer,

. Restricted notes not exchanged in the exchange offer will remain outstanding and be entitled to the benefits of
the indenture under which they were issued, though, except under certain circumstances, will not have further
exchange or registration rights.

. No public market currently exists for the restricted notes. We do not intend to list the exchange notes on any
securities exchange and, therefore, no active public market for the exchange notes may develop.

Each holder of restricted notes wishing to accept the exchange offer must effect a tender of restricted notes by book-
entry transfer into the exchange agent's account at The Depository Trust Company ("DTC"). All deliveries are at the risk of
the holder. You can find detailed instructions conceming delivery in the "Exchange Qffer” section of this prospectus.

. YOU SHOULD CAREFULLY REVIEW THE "RISK FACTORS" BEGINNING ON PAGE 5 OF THIS
PROSPECTUS. .

\ Scheduie MWC-7
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Each broker-dealer that receives exchange notes for its own account pursuant to this exchange offer must acknowledge
that jt will deliver a prospectus in connection with any resale of those exchange notes. The exchange offer letter of transmittal
states that by so acknowledging and by delivering a prospectus, a broker-dealer will not be deemed to admit that it is an
"underwriter" within the meaning of the Securities Act. This prospectus, as it may be amended or supplemented from time to
time, may be used by a broker-dealer in connection with resales of the exchange notes received in exchange for restricted
notes that the broker-dealer acquired as a result of market-making activities or other trading activities. We have agreed that
we will make this prospectus available to any such broker-dealer for use in connection with such a resale for the earlier to

oceur of (a) a period of 180 days after the consummation of the exchange offer, and (b) the date on which such restricted
notes held by such a broker-dealer have been sold. Se¢ "Plan of Distribution.”

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES
COMMISSION HAS APPROVED OR DISAPPROVED OF THE EXCHANGE NOTES OR DETERMINED IF

THIS PROSPECTUS IS ACCURATE OR COMPLETE. ANY REPRESENTATION TO THE CONTRARY IS A
CRIMINAL OFFENSE.

YOU SHOULD READ THIS ENTIRE DOCUMENT AND THE ACCOMPANYING LETTER OF
TRANSMITTAL AND RELATED DOCUMENTS AND ANY AMENDMENTS OR SUPPLEMENTS CAREFULLY
BEFORE MAKING YOUR DECISION TO PARTICIPATE IN THE EXCHANGE OFFER.

The date of this prospectus is May 9, 2003

TABLE OF CONTENTS

WHERE YOU CAN FIND MORE INFORMATION 1

SUMMARY 2
RISK FACTORS : 5
ABOUT AQUILA 5
RECENT DEVELOPMENTS 6
RATIO OF EARNINGS TO FIXED CHARGES 6
USE OF PROCEEDS 6
SELECTED FINANCIAL INFORMATION 7
EXCHANGE OFFER ' 3
DESCRIPTION OF THE NOTES 17
TAX MATTERS 23
PLAN OF DISTRIBUTION 23
LEGAL OPINIONS 24
EXPERTS 24

You should rely only on the information contained in this document or to which we have referred yo herein. We
have not authorized anyone to provide you with information that is different, This document may only be used where
it is legal to sell these securities. The information in this document may only be accurate on the date of this document.

Unless otherwise indicated or unless the context requires otherwise, all references in this document to ®Aquila,” “the

http://cfdocs.bbWebds.bloomberg.com:Z'i&Slpub!edgar/2003105/1S/0001047469-03-0188... 7/30/20Q7
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Company," "we," "our,” "us," or similar references mean Aquila, Inc. and its subsidiaries.

i

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and special reports, proxy statements and other information with the Securities and Exchange
Commission. You may read and copy any materials that we file at the SEC's Public Reference Room at 450 Fifth Street,
N.W., Washington, D.C. 20549. You may obtain information regarding the operation of the Public Reference Room by
calling the SEC at 1-800-SEC-0330. We file information electronically with the SEC. The SEC meintains an Internet site that
contains the reports, proxy and information statements and other information regarding issuers that file electronically, The
address of the SEC's Internet site is http.//www.sec.gov,

The SEC allows us to "incorporate by reference” the infonnation we file with them, which means that we can disclose
important information to you by referring you to other documents. This information incorporated by reference is considered
part of this prospectus, and information that we file later with the SEC will automatically update and supersede this
information. We incorporate by reference the documents listed below and any future filings made with the SEC under
Sections 13(a), 13(c), 14, or 15(d) of the Securitics Exchange Act of 1934

. Annual Report on Form 10-K for the year ended December 31, 2002

. Current Report on Form 8-K, filed on April 15, 2003

You may request a copy of these filings, &t no cost, by telephoning or writing to us at the following address:

Investor Relations

Aquila, Inc,

20 West Ninth Street
Kansas City, Missouri 64105
Telephone (816) 421-6600

Additionally, you can get further information about s, including our SEC reports listed above, on our website,
http:/fwww.aquila.com. We do not, however, intend for the information on our website (other than our SEC reports listed
above) to constitute part of this prospectus.

SUMMARY

This summary highlights information contained elsewhere in this prospectus and summarizes the material terms of the
exchange offer. This summary may not contain all of the information that may be impartant 1o you. You should read the
entire prospectus carefully before making an investment decision,

Summary of the Terms of the Exchange Offer

The Exchange Offer
We are offering to issue the exchange notes in exchange for a like principal
amount of outstanding restricted notes. We are offering to issue the exchange
notes to satisfy our obligations under a registration rights agreement entered into
when the restricted notes were sold in transactions pursuant to Rule 144A under

http://efdocs bbwebds.bloomberg.com:27638/publedgar/2003/05/15/0001047469-03-0188... 7/30/2007
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the Securities Act. The outstanding restricted notes are subject to transfer
restrictions that we believe will not apply to the exchange notes so long as you
are acquiting the exchange notes in the ordinary course of your business, you are
not participating in a distribution of the exchange notes and you are not an
affiliate of ours.

In additjon, each broker-dealer that is issued exchange notes for its own account
in exchange for restricted notes that were acquired by the broker-dealer as a
result of market making or other trading activities must acknowledge that it will
deliver a prospectus meeting the requirements of the Securities Act in connection
with any resale of the exchange notes. A broker-dealer may use this prospectus
for an offer to resell, resale or other transfer of the exchange notes. The SEC has
not considered the exchange offer in the context of a no-action letter and we
cannot be sure that the staff of the SEC would make a similar determination with
respect to the exchange offer as in such other circumstances.

We sold the restricted notes on July 3, 2002. Centain of the restricted notes were
immediately resold by the initial purchasers in reliance on Rule 144A under the
Securitics Act. At the same time, we entered into a registration righis agreement
with the initial purchasers requiring us to make this exchange offer. The
registration rights agreement also required us to use reasonable efforts to canse
the exchange offer registration statement to be declared effective under the
Securities Act by January 29, 2003. Because we failed to do so, the restricted
notes have been accruing additional interest at a rate of .005% per week. This
additional interest amount will be paid on the next regular interest payment date
of July 1, 2003.

The exchange offer will expire at 5:00 p.m., New York City time, on June 27,
2003, unless it is extended.

Withdrawal

Interest on the Exchange Notes

Conditions to the Exchange Offer

Procedures for Tendering Restricted
Notes

Exchange Agent

Federal Income Tax Consequences

Failure to Exchange Your Restricted
Notes and Trading Market

If you decide to tender your outstanding restricted notes pursuant to the exchange
offer, you may withdraw them at any time prior to 5:00 p.m., New York City
time, on the expiration date.

Interest on the exchange notes will accrue from January 1, 2003. No additional
and Restricted Notes interest will be paid on the restricted notes tendered and
accepted for exchange.

The exchange offer is subject to customary conditions, some of which may be
waived by us. See "Exchange Offer—Conditions to Exchange Offer.”

To tender your outstanding restricted notes you must follow the detailed
procedures described under the heading "The Exchange Offer-Procedures for
Tendering.” I you decide to exchange your restricted notes for exchange notes,
you must acknowledge that you do not intend to engage in and have no
arrapgement with any person to participate in a distribution of the exchange

- notes,

Bank One Trust Company, N.A.

We belisve your exchange of restricted notes for exchange notes pursuant to the
exchange offer will not constitute a sale or exchange for federal income tax
purposes. See "Tax Matters."

If you fail to tender your outstanding restricted notes for exchange notes in the
exchange offer or if you tender your outstanding restricted notes but they are not

http://cfdocs.bbwebds.bloomberg.com:27638/pub/edgar/2003/05/15/0001047469-03-0188...  7/30/2007
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accepted, your outstanding restricted notes will continue to be subject to transfer
restrictions and you will not have any further rights under the registration rights
agreement, including any right to require us to register your outstanding
restricted notes or to pay any additional interest.

We cannot assure you that an active public market for the exchange notes will
develop or as to the liquidity of any market that may develop for the exchange
notes, the ability of holders to sell the exchange notes, er the price at which
holders would be able to sell the exchange notes, We do not intend to list the
exchange notes on any securities exchange and, therefore, no public market is
anticipated.

Summary of the Terms of the Exchange Notes

Issuer . Agquila, Inc.

Securities Offered $500,000,000 aggregate principal amount of 117/s% Senior Notes due July 1,
2012.

Maturity Date July 1,2012.

Interest Payment Dates Each January 1 and July 1, commencing on January 1, 2003.

Optional Redemption ‘We may redeem &l of the exchange notes, in whole or in part, 2t any time at a

price equal to the greater of (i) the principal amount being redeemed or (ii) the
sum of the present values of the remaining scheduled payments of principal and
interest on the notes being redeemed, discounted to the redemption date at the
Treasury Yield plus 50 basis points, plus in each case, accrued interest to the
redemption date. Notes will be redeemed in denominations of $1,000 and integral
muitiples of $1,000. See "Description of the Notes—Redemption."”

Ranking The exchange notes are direct, unsecured and unsubordinated cbligations of
Adquila and will rank without preference or priority among themsetves and
equally with all of our existing and firture unsecured and unsubordinated
obligations for money borrowed.

Events of Default If an event of default occurs, the principal amount of the exchange notes then
outstanding, together with any accryed interest, may be declared immediately due
and payable. See "Description of the Notes—Events of Default.”

Form and Denomination The exchange notes will be issued in fully registered form, in denominations of
$1,000 and in integral muMtiples of $1,000, They will be represented by one or
more permanent global securities in registered form deposited with the trustee, as
book-entry depository, for the benefit of The Depository Trust Company, or
DTC. Beneficial interests in the exchange notes will be shown on, and transfers
of these will be made only through, records maintained in book-entry form by

DTC with respect to its participants.
Use of Proceeds We will not receive any cash proceeds from the issuance of the exchange notes.
Fees and Expenses We will bear all expenses related to consummating the exchange offer and

complying with the registration rights agreement.

http://cfdocs.bbwebds.bloomberg.com:27638/pub/edgar/2003/05/15/0001047469-03-0188...  7/30/2007
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RISK FACTORS

We filed our 2002 Annual Report on Form 10-K on April 15, 2003. This report contains, among other things, a detailed
description of our company, business, business plans, financial condition and operating results and our anstysis of each, as
well as a description of certain challenges facing our industry and our company. In particular, page 64 of our 2002 Annual
Report describes some of key challenges we face in implementing our business plan. Our 2002 Annual Report contains
information that is fundamental to understanding our Company and your investment in the notes. Page 1 of this prospectus
sets forth instructions regarding how you may obtain a copy of our 2002 Annual Report.

No public market for the exchange notes.

There is po existing market for the restricted notes. We cannot assure you that any market will develop, or if any market
will be liquid. Consequently, it may be difficult for holders to sell their exchange notes.

Failure to participate in the exchange offer may have adverse consequences.

If you do not exchange your restricted notes for exchange notes in accordance with the exchange offer, you will

continue to be subject to the restrictions on transfer of your restricted notes. In general, the restricted notes may not be
offered or sold, unless:

. they are registered under the Securities Act and applicable state securities laws; or

they are offered or sold in connection with an exemption from the registration requirements of the Securities
Act; or

. they are offered or sold in a transaction that is not subject to the Securities Act.

We do not intend to and have not agreed to register restricted notes not tendered in the exchange offer under the
Securities Act. To the extent restricted notes are tendered and accepted in the exchange offer, the trading market, if any, for
the restricted notes not tendered will be adversely affected. -

ABOUT AQUILA

Aquila, Inc. is a multinational energy provider headquartered in Kansas City, Missouri. We began as Missouri Public
Service Company in 1917 and reincorporated in Delaware as UtiliCorp United Inc. in 1985. In March 2002, we changed our
name to Aquila, Inc. We operate regulated and non-regulated businesses in four countries. As of December 31, 2002, we had
4,710 employees, with 3,496 of them in the United States and the remaining 1,214 in Canada. Our business is organized into
two groups: Global Networks Group, which consists of Domestic Wetworks and International Networks, and Merchant
Services, which consists of Capacity Services and Wholesale Services:

. Global Networks Gronp—Our Domestic Networks business owns and operates regulated electric and naturai
gas operations in the United States, where we provide natural gas and/or electricity to approximately
1.3 million customers in Colorado, lowa, Kansas, Michigan, Minnesota, Missouri and Nebraska. Domestic
Networks also includes Everest Connections, our 96% cowned domestic communications business, Qur
International Networks business owns and manages interests in electric, gas and communications networks in
Australia and the United Kingdom, serving approximately 4.0 million customers. Our International Networks
also include our wholly-owned electric generation, transmission and distribution properties serving
approximately 483,000 customers in two Canadian provinces.

Merchant Services—Merchant Services consists of Capacity Services, which owns, operates and
contractualty controls our non-regulated electric power generation assets, and Wholesale Services, our North

hitp://cfdocs.bbwebds.bloomberg.com:27638/pub/edgar/2003/05/15/0001047469-03-0188... 7/30/2007



Page 7 of 25

. American and European commodity client and capital businesses.

5

The reports we file with the Securities and Exchange Commission are made available free of charge at our website
hutp:/fwww.aquila.com as soon as reasonably practicable after these reports are filed.

Our principal office is located at 20 West Ninth Street, Kansas City, Missouri 64105 and our telephone number is
(816) 421-6600.

RECENT DEVELOPMENTS

We filed our 2002 Armual Report on Form 10-K on April 15, 2003, This report contains, among other things, a detailed
description of our company, business, business plans, financial condition and operating results and our analysis of each, as
well as a description of certain challenges facing our industry and our company. In particular, page 64 of our 2002 Annual
Report describes some of key challenges we face in implementing our business plan. It is fundamental to an understanding of
your investment in our company that you read this document, Page 1 of this prospectus sets forth instryctions about how you
may get a copy of our 2002 Annual Report.

On April 22, 2003, we announced we had reached an agreement to sell all of our Australian interests for approximately
3589 million, which after fees, expenses and taxes is projected to yield net cash proceeds of $445 million of ¢losing. We
intend to use the proceeds to prepay obligations under our new 364-day senior secured loan, and the remainder to camry out
our restructuring plan. Completion, of the transaction is conditional upon a series of agreed transaction steps, regulatory,
shareholder and related approvals, and completion of the purchaser's financing ermrangements,

. The statement that we expect net proceeds from the transaction to be $445 million is a forward looking statement.
Important factors that could result in the actual net proceeds being materially different than the projected net proceeds include
the possibility that (i} the transaction won't be completed, (i) the purchase price will be adjusted and (jii) the actual fees,
expenses or taxes resulting from the transaction will be materially different than Aquila's internal estimates.

RATIO OF EARNINGS TO FIXED CHARGES

The ratic of our earnings io fixed charges for each of the periods indicated belaw is as follows:

* Forthe
Years Ended December 31,
1998 1999 2000 _2001 2002
2.04 194 197 2.59 {a)

(a)  Ratio amount not shown due to a coverage deficiency in the amonnt of $1,944.7 million.

The ratio of eamings to fixed charges represents the number of times fixed charges are covered by earnings, For the
purpose of these ratios, eamings consist of income from continuing operations before provisions for income taxes and fixed
charges less nndistributed earnings in equity investments. For this purpose, fixed charges consist of (1) interest on ail
indebtedness and amortization of debt discount and expense, (2) interest capitalized and (3) an interest factor attributable to
rentals.

. , USE OF PROCEEDS
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This exchange offer is intended to satisfy our obligations under the regisiration rights agreement dated June 28, 2002
between us and Credit Suisse First Boston Cotporation (the predecessor to Credit Suisse First Boston LLC), as representative
of the several initial purchasers. We will not receive any cash proceeds from the isspance of the exchange notes. As
consideration for the exchange notes, we will receive in exchange an equivalent principal amount of outstanding restricted
notes, the terms of which ate substantially identical to the terms of the exchange notes, except that the exchange notes will

6

be freely transferable and issued free of any covenants regarding exchange and registration rights. The net proceeds realized
from the sale of the restricted notes were used to reduce short-teym debt incurred for the retirement of maturing long-term
debt, and to repay current maturities of long-term debt and for general corporate purposes.

SELECTED FINANCIAL INFORMATION

You should read the following tables in conjunction with the consolidated financial statements and notes incorporated
by reference into this prospectus and in conjunction with the "Recent Developments” section.

Al of and for the
Years Ended December 31,

1998(1) 1999 2000(z) 200103) 2002(4)

(In millions except per share amonnts)

Income Statement Data:
Sales $ 19851 $ 28212 § 3,1945 § 37110 8 23771
Gross profit 894.1 1,061.9 1,3135 1,688.1 833.7
Eamings (loss) from continuing

operations(5) 1347 148.0 194.3 2453 {1,722.8)
Basic earnings (loss) per common

share—Continuing operations 1.68 1.62 2.09 219 {10.65)
Diluted earnings (loss) per common

share—Continuing operations 1.66 1.61 2.08 212 {10.65)
Cash dividends per common share 1.20 1.20 1.20 1.20 N
Balance Sheet Data:
Total assets 6,130.9 7,538.6 14,026.9 . 11,966.5 9,2592
Short-term debt 235.6 248.9 501.0 548.6 301.0
Long-term debt (including current

maturities) 1,625.4 2,245.1 2,397.6 2,327.0 2,928.7
Company-obligated preferred securities

(including current maturities) 100.0 350.0 450.0 3500 —
Common shareholders' equity 1,446.3 1,525.4 1,799.6 2,551.6 1,607.9
Book value per common share 15.83 16.34 17.94 22.01 330

abo The followiug notes reflect the pretax effect of items affecting the comparability of the Selected Financial Information
ve:

(1) In 1998 we recorded (a) asset impairment charges of $13.2 million reflecting a plan to curtail our retail activities,
(b) an $8.0 million charge relating to our plan to dissolve the EnergyOne, LLC partnership and (c) a $6.5 million
impairment related to our investment in 2 power plant project.

http://cfdocs.bbwebds.bloomberg.com:27638/pub/edgar/2003/05/15/0001047469-03-0188...  7/30/2007
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(2)  Inthe year ended December 31, 2000, we recorded $19.4 million of reserves for impairments and other charges
relating to under-performing pipeline assets, investments in retail assets in the United Kingdom, certain information
technology assets, corporate intangibles and our construction of communications fiber-optic networks. We also
recorded a $44.0 million gain on the sale of a 34% interest in Uecomm Limited to the public.

(3)  Inthe year ended December 31, 2001, we (a) recorded a $110.8 million gain on the sale of 5.75 million shares of
Agquila Merchant Services, Inc. Class A common stock {(eamings {loss) from continuing operations reflect our 80%

ownership of Aquila Merchant from April 27, 2001 to December 31, 2001); (b) wrote off exposure related to the
Enron bankruptcy of $35.0 million in

Merchant Services and $31.8 million in Domestic Networks; (c) recorded charges of $16.5 million in our

communications business related to preliminary system desigh and leases in markets we do not intend to develop; and
(d) recorded charges of $11.5 million in our Australia Networks related to valuation allowances on certain deferred
taxes and collectibility of certain receivables.

(4)  Included in carnings (loss) from continuing operations for the year ended December 31, 2002, is (a) a $696.1 million
impairment charge on our investment in Quanta Services due to a continued drop in its share price, the termination of
our proxy contest for control of Quanta Services and the decline of the tslecommunications industry; (b) a
$247.5 million impairment charge on our investment in Midiands Electricity due to the indicated fair value being
substantjally below our carrying value as suggested by recent sale negotiations and analysis, as well as a
corresponding impairment charge being taken at the investment level; (¢) a $127.2 million impairment charge on our
investment in Multinet and AlintaGas based on the status of negotiations to sell our interest in these businesses, as
well as a corresponding impairment charge being taken at the investment level; (d) a $227.6 million impairment
charge related to our 96% owned investment in Everest Connections due to our decision to significantly reduce our
funding to this business and lower values for certain technology related investments; (¢) a $178.6 million write-down
of Wholesale Services' goodwill in connection with our exit of the energy trading business; (f) other impairment
charges and losses on sale of assets of $106.2 million, primarily as a result of our decision to sell $1 billion in assets

to improve our liquidity position; and (g) $210.2 million of restructuring charges from our exit from the wholesale
energy trading business and the restructure of our utility business.

(5)  Depreciation and amortization expense included (in millions) $1.2, $2.7, $10.9 and $19.1 of goodwill amortization for
the years ended December 31, 1998, 1999, 2000 and 2001, respectively. Goodwill amortization was not recorded in
the year ended December 31, 2002 as a result of the implementation of a new accounting standard that discontinued
the amortization of goodwill beginning January 1, 2002. Additionally, included in earnings from equity method

investments for those periods was approximately (in millions) $7.3, $6.6, $10.5 and $17.6, respectively, of goodwill
amortization.

EXCHANGE OFFER

Reason for the Exchange Offer

We sold the restricted notes on July 3, 2002 to Credit Suisse First Boston Corporation (predecessor to Credit Suisse First
Boston LLC), UBS Warburg LLC, TD Securities (USA) Inc., BMO Nesbitt Bumms Corp., RBC Dominion Securities
Corporation and Banc One Capital Markets, Inc. (the "Purchasers”). The Purchasers subsequently resold certain of the

restricted notes to qualified institutional buyers ("QIBs") in accordance with the provisions of Rule 144A under the Securities
Act.

In connection with the offering of the restricted notes, we and the Purchasers entered into a registration rights agreement
dated June 28, 2002, in which we agreed, among other things:

(1) within 90 days after the original issue date of the restricted notes, to file a registration statement with the SEC
with respect to a registered offer to exchange the restricted notes for the exchange notes, the exchange notes
having terms substantially identical in all material respects to the restricted notes (except that the exchange
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notes will not contain terms with respect to transfer restrictions);

{2)  touse our reasonable efforts to cause the exchange offer registration statement to be declared effective under
the Securities Act within 210 days after the original issuance date of the restricted notes;

3

(3)  promptly following the date of effectiveness of the exchange offer registration statement (the "Effective
Date") to offer the exchange notes in exchange for surrender of the restricted notes; and

(4)  tokeep the exchange offer open for not less than 30 days (or longer, if required by applicable law) after the
date notice of the exchange offer is mailed to the holder of the restricted notes.

We also agreed, under certain circumstances to:

(1)  promptly (but in no event more than 60 days after the occurrence of certain triggering events explained in the
offering circular for the restricted notes) file a shelf registration statement covering re-sales of the restricted
notes or the exchange notes, as the case may be;

(2)  use our reasonable efforts to cause the shelf registration statement to be declared effective under the Securities
Act on or prior to the 140% day following the date upon which a triggering event occurs; and

(3)  use our reascnable efforts to keep the shelf registration statement effective for a period of two years or until
the carliest of:

(A)  the time when the restricted or exchange notes covered by the shelf registration statement are no longer
restricted securities (as defined in Rule 144 under the Securities Act, as amended); and

(B)  the date on which all restricted or exchange notes registered under the sheif registration statement are
*  disposed of in accordance with that registration statement.

Where the above obligations are not fulfilled, holders of outstanding restricted notes are entitled to receive liquidated
damages in an amount equal to $.05 per week per $1,000 in principal amount of restricted notes held by such holder for each
week or portion of a week that the registration default continues for the first 90-day period immediately following the
occurrence of such default. The amount of the liquidated damages will increase by an additional $.05 per week per $1,000 in
principal amount of restricted notes with respect to each subsequent 90-day period until all registration defaults have been
cured, up to a maximum amount of liquidated damages of $.25 per week per $1,000 in principal amount of restricted notes.

We have not timely met all of the above obligations and therefore will pay liquidated damages to holders of notes as
required by the registration rights agreement. The exchange offer being mwade by this prospectus is intended to satisfy certain
of our remaining obligations under the registration rights agreement. No additional liquidated damages will accrue to the
restricted nor the exchange notes following the date that the registration statement relating to the exchange offer is declared
effective by the SEC, unless we do not thereafier fulfili certain of our obligations under the registration rights agreement.

Where applicable, liquidated damages will be paid by us or our paying agent to the holders of the restricted notes or the
exchange notes, as the case may be, on each interest payment date, No liquidated damages will be payable for any week

beginning after all registration defaults have been cured. We will not be required to pay liquidated damages for more than
one registration default at any given time.

If we cffect the exchange offer, we will be entitled to close the exchange offer 30 days after the commencement if we
have accepted all restricted notes validly tendered in accordance with the terms of the exchange offer.

. For a more complete understanding of your exchange and registration rights, please refer to the registration rights
agreement, which is inciuded as an exhibit to the registration statement relating to the exchange notes,
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Terms of the Exchange Offer

The restricted notes were issued in a single series of 117/8% Senior Notes due July 1, 2012. As of the date of this
prospectus, $500,000,000 aggregate principal amount of the restricted notes are outstanding.

Upoen the terms and subject to the conditions set forth in thig prospectus and in the accompanying letter of transmittal,
we will accept any and all restricted notes validly tendered and not withdrawn prior to 5:00 p.m., New York City time, on
June 27, 2003, the date the exchange offer expires. This date and time may be extended. See "Expiration Date; Extensions;
Amendments” below. After authentication of the exchange notes by the trustee under the indenture governing the notes or an
authenticating agent, we will issue and deliver $1,000 in prin(npal amount of exchange notes in exchange for each $1,000
principal amount of outstanding restricted notes accepted in the exchange offer. Holders may tender some or all of the:r
restricted notes pursuant to the exchange offer in denominations of $1,000 and integral multiples thereof.

The form and terms of the exchange notes are identical in all material respects to the form and terms of the outstanding
restricted notes, except that:

. the offering of the exchange notes has been registered under the Securities Act;
. the exchange notes will not be subject to transfer restrictions; and
. the exchange notes will be issued free of any covenants regarding exchange and registration rights.
The exchange notes will be issued under and entitled to the benefits of the indenture that govemns the restricted notes.

The restricted notes are transferable only in book-entry form through the facilities of DTC. The exchange notes will also
be issuabie and transferable on]y in book-entry form through DTC.

This prospectus, together with the accompanying letter of transmiital, is initially being sent to all registered holders of
restricted notes as of the close of business on May 15, 2003. The exchange offer for restricted notes is not conditioned upon
any minimum aggregate principal amount being tendered. However, the exchange offer is subject to certain customary
conditions that may be waived by us, and to the terms and provisions of the registration rights agreement. See "Conditions to
the Exchange Offer” below.

The exchange agent is Bank One Trust Company, N.A. We will be deemed to have accepted validly tendered restricted
notes when given oral or written notice of acceptance to the exchange agent. The exchange agent will act as agent of the

tendering holders for the purpose of receiving exchenge notes from us and as our agent for the purpose of delivering
exchange notes to such holders. See "Exchange Agent" below.

If any tendered restricted notes are not accepted for exchange because of an invalid tender or the occurrence of certain
other events described in this prospectus, certificates for any such unaccepted restricted notes will be credited to an account

maintained with DTC (at our cost) to the tendering holder as promptly as practicable after the expiration of the exchange
offer,

Holders who tender restricted notes in the exchange offer will not be required to pay brokerage commissions or fees to
us or the exchange agent or, subject to the instructions in the letter of transmittal, transfer taxes with respect to the exchange
of restricted notes pursuant to the exchange offer. We will pay all charges and expenses, other than certain applicable taxes,
in ccmnecuon with the exchange offer. See "Solicitation of Tenders, Fees and Expenses” below.

10
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Expiration Date; Extensions; Amendments

The exchange offer will expire at 5:00 p.m., New York City time, on June 27, 2003 unless we, in our sole discretion,
extend it. We may extend the exchange offer at any time by giving oral or written notice to the exchange agent by 9:00 am.
on the day after the expiration date and by timely public announcement.

We reserve the right, in our sole discretion, to amend the terms of the exchange offer in any manner, If any of the
conditions set forth below under "Conditions to the Exchange Offer” has occurred and has not been waived by us, we
expressiy reserve the right, in our sole discretion, by giving oral or written notice to the exchange agent, to (a) delay

acceptance of, ot refuse to accept, any restricted notes not previousty accepted, (b} extend the exchange offer, or {c) terminate
the exchange offer.

Any such delay in acceptance, extension, termination or amendment will be followed as promptly as practicable by oral
or written notice given by us to the registered holders of the resiricted notes, If the exchange offer is amended in a manner
determined by us to constitute a material change, we will promptly disclose such amendment in a manner reasonably
caleulated to inform the bolders of such amendment, and we will extend the exchange offer to the extent required by law, If

the exchange offer is terminated, federal law requires that we promptly either exchange or return all restricted notes that have
been tendered.

We will have no obligation to publish, advise, or otherwise communicate any delay in acceptance, extension,
termination or amendment of the exchange offer other than by making a timely press release. We may also publicly
comtnunicate these matters in any other appropriate manner of our choosing.

Procedures for Tendering

Only a DTC participant listed on a DTC securities position listing with respect to the restricted notes may tender its
restricted notes in the exchange offer. To tender restricted notes in the exchange offer, holders of restricted notes that are
DTC participants must follow the procedures for book-entry transfer as provided for below under "Book-Entry Transfer."

To be effective, a tender must be made prior to the expiration of the exchange offer.

Any beneficial owner whose restricted notes are registered in the name of a broker, dealer, commercial bank, trust
company or other nominee and who wishes to tender restricted notes in the exchange offer should contact such registered
bolder promptly and instruct such registered holder to tender on such beneficial owner's behalf.

The tender by a holder of restricted notes will constitute an agreement among such holder, us znd the exchange agent in
accordance with the tenms and subject to the conditions set forth in this prospectus and in the letter of transmittal. A holder
may tender all or less than all the restricted notes held by the holder. The entire amount of restricted notes delivered to the
exchange agent will be deemed to have been tendered unless otherwise indicated.

By participating in the exchange, the tendering holder represents to us that:

(1) any exchange notes received by the tendering holder will be acquired in the ordinary course of its business;

(2)  the tendering holder has no arrangement or understanding with any person to participate in the distribution of
the exchange notes; and

11

(3)  the tendering holder is not an "affiliate,” as defined in Rule 405 under the Securities Act, of ours, or, if it is an

affiliate, that it will comply with the registration and prospectus delivery requirements of the Securities Act to
the extent applicable.

A broker-dealer that receives exchange notes for its own account in exchange for restricted notes that were acquired by
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it as a result of market-making or other trading activities also acknowledges by participating in the exchange that the broker-
dealer will deliver a copy of this prospectus in connection with the resale of such exchange notes. By so acknowledging and

by delivering a prospectus, such broker-dealer will not be deemed to admit that it is an "underwriter” within the meaning of
the Securities Act. See "Plan of Distribution."

The transmittal of an Agent’s Message, as described below under "Book-Entry Transfer," to the exchange agent
is at the election and risk of the holders of restricted notes.

All questions as to the validity, form, eligibility, acceptance and withdrawal of the tendered restricted notes will be
determined by us in our sole discretion, which determination will be final and binding. We reserve the absolute right to reject
restricted notes not properly tendered or any restricted notes our acceptance of which would, in the opinion of our counsel, be
unlawful. We also reserve the absohute right to waive any irvegularities or conditions of tender as to particular restricted
notes, Our interpretation of the terms and conditions of the exchange offer will be final and binding on all parties. Unless

waived, any defects or irvegularities in connection with tenders of restricted notes must be cured within such time as we shall
determine.

Although we intend to notify tendering holders of defects or irregularities with respect to tenders of restricted notes,
neither we, the exchange agent nor any other person will be under any duty or obligation to do so, and no person will incar
any liability for failure to give such notification. Restricted notes will not be validly tendered until such irregnlarities have
been cured or waived. Any resiricted notes received by the exchange agent that we determine are not properly tendered or the
tender of which is otherwise rejected by us will be returned by the exchange agent to the tendering holder or other person
specified as soon as practicable following the expiration of the exchange offer.

We reserve the right in our sole discretion:

(1) topurchase or make offers for any restricted notes that remain outstanding subsequent to the expiration of the
exchange offer;

(2)  toterminate the exchange offer, as set forth in "Conditions to the Exchange Offer” below; and

(3)  to the extent permitted by applicable law, to purchase restricted notes during the pendency of the exchange
offer in the open market, in privately negotiated transactions or otherwise.

The terms of any such purchases or offers may differ from the terms of the exchange offer.

Book-Entry Transfer

The exchange agent will muke 2 request promptly after the date of this prospectus to establish accounts with respect to
the restricted notes at DTC for the purpose of facilitating the exchange offer. Any financial institution that is a participant in
DTC's system may make book-gntry delivery of restricted notes by cansing DTC to transfer such restricted notes into the
Exchange Agent's DTC account in accordance with DTC's Automated Tender Offer Program procedures for such transfer.
The exchange for tendered restricted notes will only be made after a timely confirmation of a book-entry transfer of the
restricted notes into the exchange agent's account, and timely receipt by the exchange agent of an Agent's Message.

12

The term "Agent's Message” means a message transmitted by DTC and received by the exchange agent and forming part
of the confirmation of a book-entry transfer, which states that DTC has received an express acknowledgment from a
participant tendering restricted notes and that such participant has received an appropriate letter of transmittal and agrees to
be bound by the terms of the letter of transmittal, and we may enforce such agreement against the participant. Delivery of an
Agent's Message will also constitute an acknowledgment from the tendering DTC participant that the representations
contained in the appropriate letter of transmittal and described in "Procedures for Tendering,” above, are true and correct.

Guaranteed Delivery Procedures
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Holders who wish to tender their restricted notes but cannot complete the procedure for book-entry transfer on a timely
basis, may effect a tender if:

(1)  the tender is made through an Eligible Institution;

(2)  prior to the expiration of the exchange offer, the exchange agent receives from such Eligible Institution a

properly completed and duly executed Notice of Guaranteed Delivery by facsimile transmittal, mail or hand
delivery; and

(3)  confirmation of a book-entry transfer into the exchange agent's account at DTC of restricted notes delivered

electronically, is received by the exchange agent within three business days after the expiration of the
exchange offer.

A Notice of Guaranteed Delivery must state:

(1)  the name and address of the holder;
(2) the principal amount of such restricted notes tendered;
(3)  that the tender is being made thercby; and

(4)  that the holder guarantees that, within three business days after the expiration of the exchange offer,
confirmation of a book-entry transfer into the exchange agent's account at DTC of restricted notes delivered
electronically will be deposited by the Eligible Institution with the exchange agent.

Forms of the Notice of Guaranteed Delivery will be available from the exchange agent upon request.

. Withdrawal of Tenders

Except as otherwise provided in this prospectus, tenders of restricted notes may be withdrawn at any time prior to the

expiration of the exchange offer by delivery of a written or facsimile transmission notice of withdrawal to the exchange agent
at its address set forth in this prospectus.

Any such notice of withdrawal must:

(1)  specify the name of the person having tendered the restricted notes to be withdrawn;

(2)  identify the restricted notes to be withdrawn, including the principal amount of such restricted notes, and the
name and number of the account at DTC to be credited;

(3)  be transmitted by DTC and received by the exchange agent in the same manner as the Agent's Message
transferring the notes; and

(4)  specify the name in which any such restricted notes are to be regjstered, if different from that of the depositor
of the restricted notes,

13

All questions as to the validity, form and eligibility of such withdrawal notices will be determined by us and will be final
and binding on all parties. Any restricted notes so withdrawn will be deemed not to have been validly tendered for purposes
of the exchange offer, and no exchange notes will be issued in exchange unless the restricted notes so withdrawn are validly
re-tendered. Any restricted notes that have been tendered but are not accepted for exchange will be returned to the holder

. without cost to such holder as soon as practicable after withdrawal, rejection of tender or termination of the exchange offer.
Properly withdrawn restricted notes may be re-tendered by following the procedures described above under "Procedures for
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Tendering" and "Book-Entry Transfer" at any time prior to the expiration of the exchange offer.

Conditions to the Exchange Offer

We will not be required to accept for exchange, or to exchimge notes for, any restricted notes, and may terminate or
amend the exchange offer before the accepiance of such restricted notes if, in our judgment, any of the following conditions
has occurred:’

(1)  the exchange offer, or the making of any exchange by a holder of restricted notes, violates applicable law or
the applicable interpretations of the SEC staff:

(2)  any action or proceeding has been instituted or threatened in any court or by or before any governmental
agency or body with respect to the exchange offer; or

{3}  -there has been adopted or enacted any law, statute, rule or regulation that can reasonably be expected to impair
the ability of us to proceed with the exchange offer,

See "Expiration Date; Extensions; Amendments" above for a discussion of possible actions if any of the foregoing
conditions oceur.

The foregoing conditions are for our sole benefit. They may be asserted by us regardless of the circumstances giving rise
to any such condition or may be waived by us in whole or in part at any time in our sole discretion. The failure by us at any
time to exercise any of the foregoing rights will not be deemed a waiver of any such right, and each such right will be
deemed an ongoing right which may be asserted at any time and from time to time.

In addition, we will not accept for exchange any restricted notes tendered, and no exchange notes will be issued in
exchange for those restricted notes, if at such time any stop order is threatened or in effect with respect to the registration
statement of which this prospectus constitutes a part or the qualification of the indenture under the Trust Indenture Act of

1939. In any of those events we are required to use reasonable efforts to obtain the withdrawal of any stop order at the earliest
possible time.

14

Exchange Agent

Bank One Trust Company, N.A. has been appointed as exchange agent for the exchange offer. Requests for assistance

and requests for additional copies of this document or of the letter of transmittal should be directed to the exchange agent
addressed as follows:

By Mail: By Hand Delivery By Facsimile
or Overnight Courier: Transmission:
(614) 248-9987

Suite IN, OH1-0184 Suite IN, OH1-0184 For Facsimile
1111 Polaris Parkway 1111 Polaris Parkway Confirmation:
Columbus, OH 42340 Columbus, OH 42340 (614) 248-7499
Attention: Exchanges Attention: Exchanges
For Information:
(800) 346-5153
Email:
bondholderi@bankone.com

Solicifation of Tenders; Fees and Expenses
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The principal solicitation pursuant to the exchange offer is being made by us by mail and through the facilities of DTC.

Additional solicitations may be made by our officers and regular employees in person or by telegraph, telephone, facsimile
transmission, electronic communication or similar methods.

We have not retained any dealer-manager in connection with the exchange offer and will not make any payments t0
brokers, dealers or other persons soliciting acceptances of the exchange offer. We will, however, pay the exchange agent
reasonable and customary fees for its services and will reimburse the exchange agent for its reasonable out-of-pocket costs
and expenses incurred in connection with the exchange offer and will indemnify the exchange agent for certain losses and
claims incurred by it as a result of the exchange offer. We may also pay brokerage houses and other custodians, nominees
and fiduciaries the reasonable out-of-pocket expenses incurred by them in forwarding copies of this document, the letter of

transmittal and related documents to the beneficial ownets of the restricted notes and in handling or forwarding tenders for
exchange.

We wili pay all expenses incurred in connection with the exchange offer, including fees and expenses of the trustee,
accounting and legal fees, including the expense of one counsel for the holders of the restricted notes, and printing costs.

We will pay any wransfer taxes applicable to the exchange of restricted notes pursuant to the exchange offer. If, however,
a transfer tax is imposed for any reason other than the exchange of restricted notes pursuant to the exchange offer, then the

amount of any such transfer taxes, whether imposed on the registered holder or any other person, will be payable by the
tendering holder.

Accounting Treatment

The exchange notes will be recorded at the same carrying value as the restricted notes, as reflected in our accounting
records on the date of the exchange. Accordingly, no gain or loss for accounting purposes will be recognized by us as a result

of the consummation of the exchange offer. The expense of the exchange offer will be amortized by us over the term of the
exchange notes,

y 15

Transferability of the Exchange Notes

Based on certain no-action letters issued by the staff of the SEC to others in unrelated transactions, we believe that a

noteholder may offer for resale, resell or otherwise transfer any exchange notes without compliance with the registration and
prospectus delivery requirements of the Securities Act, unless the noteholder is:

(1) acquiring the exchange notes other than in the ordinary course of business;

(2)  vparticipating, intends to participate or has an arrangement or understanding with any person to participate, in 2
distribution of the exchange notes;

(3)  an "affiliate” of ours, as defined in Rule 405 under the Securities Act; or

(4)  aPurchaser who acquired restricted notes from its in the initial offering to resell pursuant to Rule 144A or any
other available exemption under the Securities Act.

In any of the foregoing circumstances, a noteholder (a) will not be able to rely on the interpretations of the staff of the
SEC, in connection with any offer for resale, resale or other transfer of exchange notes and (b) must comply with the

registration and prospectus delivery requirements of the Securities Act, or have an exemption available, in connection with
any offer for resale, resale or other transfer of the exchange notes.

We are not making this exchange offer to, nor will it accept surrenders of regtricted notes from, holders of restricted

notes in any state in which this exchange offer would not comply with the applicable securities laws or "blue sky" laws of
such state.
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Each broker-dealer that receives exchange notes for its own account in exchange for restricted notes, when such
restricted notes were acquired by such broker-dealer as a result of market-making activities or other trading activities, must

acknowledge that it will deliver a prospectus in connection with any resale of such exchange notes. See "Plan of
Distribution.”

Clearing of the Notes

The exchange niotes will have a CUSIP number different from the CUSIP number for the restricted notes.

Consequences of a Failure to Exchange Restricied Notes

Following consummation of the exchange offer, assuming we have accepted for exchange all validly tendered restricted
notes, we will have fulfilled our exchange and registration obligations under the registration rights agreement. All untendered
restricted notes outstanding after consummation of the exchange offer will continue to be our valid and enforceable debt
obligations, subject to the restrictions on transfer set forth in the second supplemental indenture to the indenture governing

the notes. Holders of restricted notes will only be able to offer for sale, sell or otherwise transfer untendered restricted notes
as follows:

(1) tous, although we have no obligation to purchase untendered restricted notes except if they are called for
redemption in accordance with the provisions of the indenture governing the notes;

(2)  pursuant to a registration statement that has been declared effective under the Securities Act, although we will
have no obligation, and do not intend, to file any such registration staternent;

(3}  for o long as the restricted notes are eligible for resale pursuant to Rule 144A under the Securities Act, toa

person reasonably believed to be a QIB within the meaning of Rule 144 A, that purchases for its own account
or for the account of a QIB to whorm notice is given that

16

the transfer is being made in reliance on the exemption from the regisiration requirements of the Securities Act
provided by Rule 1444; or

(4)  pursuant to any other available exemption from the registration requirements of the Securities Act.

To the extent that restricted notes are tendered and accepted in the exchange offer, the liquidity of the tradmg market for
untendered restricted notes could be adversely affected.

DESCRIPTION OF THE NOTES

The restricted notes were issued and the exchange notes will be issued as a separate series of securities under the
indenture, dated as of August 24, 2001, as supplemented, between us and Bank One Trust Company, N.A.., as the trustee. The
statements made in this section relating to the indenture and the notes are summaries of the provisions of the indenture and
the notes. For a full description of the terms of the notes, noteholders should refer to the indenture, as supplemented, a copy
of which can be obtained from us upon request. See "Where You Can Find More Information.” The indenture is subject to,
and govemned by, the United States Trust Indenture Act of 1939. As used in this description, the term "notes” refers to and
includes the restricted notes and the exchange notes.

General

The notes are direct, unsecured obligations and will rank without preference or priority among themselves and equally
with all of our existing and future unsecured and unsubordinated indebtedness. The notes will mature on July 1,2012. In the
future, we may issue an additional principal amount of notes of the same series with the same CUSIP number, without the
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consent of the noteholders.

The notes will be represented by a global note issue in fully registered form that, when issued, will be registered in the
name of Cede & Co., as registered owner and as nominee for DTC, DTC will act as securities depository for the notes, with
certain exceptions. Beneficial interests in these notes will be in book-entry form only.

We will pay the principal of and infevest on the notes at the office or agency we maintain in New York, New York for
that purpose. In addition, the transfer or exchange of the notes will be registerable at that same office. We may, however, pay

interest by check maled to the address as it appears on the security register of any person entitled to payment of interest.
{Sections 301, 305 and 1002).

Interest on the Exchange Notes

Interest on the exchange notes will accrue from January 1, 2003. The exchange notes will bear interest at a rate of
117/8% per annum, plus any adjustment amount. Interest on the exchange notes will be payable on January 1 and July 1 of
each year to the person in whose name the note was registered at the close of business on the preceding Pecember 15 and
June 15, respectively, subject to certain exceptions. Interest on the notes will be paid on the basis of a 360-day year
comprised of twelve 30-day months. Assuming that the exchange offer is consummated prior to June 15, 2003, as anticipated,
the first interest payment on the exchange notes will be on July 1, 2003,

Interest Rate Adjustment Based on Our Credit Rating

Our current senior unsecured long-term debt ratings ("ratings”) are described in the table below:

Rating Service Rating Outloak
Moody's Investors Service, Inc. ("Moody's™) Caal  Negative
- Standard & Poor's Corporation ("S&P™) B Negative
Fitch, Inc. ("Fitch™) B- Negative
17

The notes provide that in the event of a downgrade in our rating below Baa3 by Moody's or BBB- by S&P or Fitch, the
interest rate on the notes will be adjusted as follows:

Adjustment S&P or Fitch Adjustment
Moody’s Rating Amonnt Rating Amount
Bal 1.000% BB+ 1.000%
Ba2 1.250% BB 1.250%
Ba3 or lower 1.500% BB- or lower 1.500%

The adjusted interest rate per annum for the notes will be 117/8%, plus the sum of any Moody's adjustment amount plus
the higher of (a) any S&P adjustment amount ot (b) any Fitch adjustraent amount set forth above.

Where a rating change is made by one of the relevant rating services during any interest payment period, the amount of
interest to be paid with respect to such period shall be calculated at a rate per annum equal to the weighted average of the
interest rate in effect immediately prior to such change and the rate in effect upon such new rating being given, calculated by
muitiplying each such rate by the number of days such rate is in effect during such interest payment period, determining the
sum of such products and dividing such sum by the number of days in that interest payment period. Given our current ratings,
the adjusted interest rate per annum is currently 147/5%.

Events of Default
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With respect to the notes, the indenture defines an event of default as:

a default in the payment of principal (or premium, if any) on any note of that series at its maturity;
. a default in the payment of any interest on any note of that series for 30 days;

our failure to perform any other of the covenants or warranties in the indenture for 60 days after we receive

notice of our failure (other than a covenant or warranty included in the indenture solely for the benefit of a
series of notes other than that particular series);

. a default by us under any indebtedness for borrowed money resulting in indebtedness in an aggregate principal
amount exceeding 340,000,000 becoming due prior to maturity, if the acceleration of that indebtedness is not
rescinded within 10 days after notice of such defauit;

certzin events of bankruptcy, insolvency or reorganization; and

. any other event of default provided with respect to the notes of that series. (Section 501).

If any event of default with respect to any series of notes at the time outstanding occurs and is continuing, either the
trustee or the holders of at least 25% in principal amount of the outstanding notes of that series may, by notice, declare the
principal amount of all notes of that series to be due and payable immediately. Upon certain conditions the holders of a
majority in principal amount of the outstanding notes of that series on behalf of the holders of all notes of that series may
annul that declaration and waive past defaults. A declaration may not, however, be annulled if the default is a default in

payment of principal of, or premium or interest, if any, on, the notes of that series and other specified defaults unless such
defanlt has been cured. (Sections 502 and 513).

The indenture states that the trustee will give notice to the noteholders of a known default if that defsult is uncured or
not waived. The trustec may decide to withhold a notice of default if it determines in good faith that withholding of the notice
is in the interest of the holders of the notes unless the default is in the payment of principal (or premium, if any) or interest, if
any. The trustee may not give notice of default until 30 days after the occurrence of a default in the performance of a
covenant in the indenture other than for the payment of principal (or premium, if any) or interest, if
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any. The term default for the purpose only of this provision means the happening of any of the events of default specified in

the indenture and relating to a series of outstanding notes, excluding any grace periods and irrespective of any notice
requirements. (Section 602).

The indenture contains a provision entitling the trustee, subject to the duty of the trustee during a default to act with the
required standard of care, to be indemnified by the holders of the notes before proceeding 10 exercise any right or power
under the indentire at the request of such holders of the notes. (Section 603). The indenture states that the holders of a
majority in principal amount of outstanding notes of a series may direct the time, method and place of conducting any
proceeding for any remedy available to the trustee, or exercising any trust or other power conferred on the trustee. The
trustee, however, may decline to act if that direction is contrary to law or the indenture, (Section 512).

The indenture requires us to annually file with the trustee a certificate stating that no default exists or identifying any
existing default.

Defeasance
At our option, we:

will be discharged from all obligations with respect to the notes (except for certain obligations including
registering the transfer or exchange of the notes, replacing stolen, lost or mutilated notes, maintaining payment
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agencies and holding monies for payment in trust}; or

need not comply with certain restrictive covenants of the indenture,

if we deposit with the trustee (and in the case of a discharge, 91 days after such deposit) money, or U.5. government
obligations, or a combination of both, sufficient 1o pay all the principal of and interest on the notes on the date those
payments are due in accordance with the terms of the notes to and including a redemption date which we irrevocably
designate for redemption of the notes. To exercise this option, we must meet certain conditions, including delivering to the
trustee an opinion of counsel stating that the deposit and related defeasance will not cause the holders of the notes to
recognize income, gain or loss for federal income tax purposes. (Sections 403 and 1008).

Modification of the Indenture

We and the trustee may add provisions to or change or eliminate any of the provisions of the indenture relating to the

notes of a series if holders of at least a majority in principal amount of that series of the notes, voting as a class, consent. We
and the trustee cannot, however, modify the indenture to:

change the stated maturity of any note;
reduce the principal amount of, or the rate of interest or any premium on, any note;
change the place or currency of payment on any note;

impair the right to institute suit for the enforcement of any payment on or after the stated maturity of any note;

reduce the percentage of outstanding notes necessary to modify or amend the indenture; or

reduce the percentage of aggregate pnnclpal amount of outstanding notes necessary to waive compliance with
certain provisions of the indenture or to waive certain covenants and defaults. (Section 902).
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Consolidations, Merger and Sale of Assets

Without the consent of the holders of any of the outstanding notes under the indenture, we may:

consolidate with or merge into any other corporation;

transfer or lease substantially all of our assets to any person;

acquire or lease substantially all of the assets of any person; or

permit any corporation to merge into us, if:

. the successor is a corporation organized under the laws of any domestic jurisdiction;

. the successor corporation, if other than us, assumes our obligations on the notes and under the
indenture; and

after giving the effect to the transaction, no event of default, and no event which, after notice or lapse
of time, would become an event of default, will occur. (Section 801),

Certain of the covenanis described above will not necessarily afford the holders protection in the event we are involved
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in a highly leveraged transaction, such as a leveraged buyout. However, we must obtain regulatory approval to issue long-
term debt.

Outstanding Notes

In determining whether the holders of the requisite principal amount of outstanding notes have given any request,

demand, authorization, direction, notice, consent or waiver under the indenture, notes that we or any of our affiliates own are
not considered to be outstanding, (Section 101).

Book-Entry Systems

The Depository Trust Company will act as securities depository for the notes. The notes will be issued in fully-
registered form in the name of Cede & Co, (DTC's partnership nominee). We will issue one or more fully registered

certificates as global securities for the notes in the aggregate principal amount of the notes and deposit the certificates with
DTC.

DTC is  limited purpose trust company organized under the New York Banking Law, a "banking organization” within
the meaning of the New York Banking Law, a member of the United States Federal Reserve Systems, a "clearing
corporation” within the meaning of the New York Uniform Commercial Code, and a "clearing agency” registered under
Section 17A of the Securities Exchange Act of 1934. DTC holds securities that its participants deposit with DTC. DTC also
facilitates the settlement among direct participants of securities transactions, such as transfers and pledges, in deposited
securities through computerjzed book-entry changes in direct participants' accounts. This eliminates the need for physical
movement of securities certificates. Direct participants include securities brokers and dealers, banks, trust companies,
clearing corporations, and other organizations. DTC is owned by a number of its direct participants and by the New York
Stock Exchange, Inc., the American Stock Exchange, Inc. and the National Association of Securities Dealers, Inc, Access to
the DTC system is also available to others such as securities brokers and dealers, banks, and trust companies that clear

through or maintain a custodial relationship with a direct participant, either directly or indirectly. The rules that apply to DTC
and its participants are on fiie with the SEC.

If you intend to exchange any of the notes you must do so through the DTC sysiem by or through direct participants.
The participant that you exchange through will receive 2 credit for the notes on DTC's records. The ownership interest of
each actual owner of notes, who we refer to as a *beneficial owner,” is in tum to be received on the participants' records.

Beneficial owners will not receive written confirmation from DTC of their exchange, but beneficial owners are expected to
receive written
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confirmations providing details of the transaction, as well as periodic statements of their holdings, from the participant
through which the beneficial owner entered into the transaction. Transfers of ownership interests in the notes are to be
accomplished by entries made on the books of participants acting on behalf of beneficial owners. Beneficial owners will not

receive certificates representing their ownership interests in the notes except in the event that use of the book-entry system
for the notes is discontinued,

To facilitate subsequent transfers, all notes deposited by direct participants with DTC are registered in the name of
DTC's partmership nominee, Cede & Co. The deposit of notes with DTC and their registration in the name of Cede & Co.
effect no change in beneficial ownership. DTC has no knowledge of the actual beneficial owners of the notes. DTC's records
reflect only the identity of the direct participants to whose accounts such notes are credited, which may or may not be the

beneficial owners. The participants will remain responsible for keeping account of their holdings on behalf of their
customers.

Conveyance of notices and other communications by DTC to direct participants, by direct participants to indirect
participants, and by participants to beneficial owners will be governed by arrangements among them, subject to any statutory
or regulatory requirements as may be in effect from time to time,

Neither DTC nor Cede & Co. will consent or vote with respect to the notes. Under its usual procedures, DTC would
mail an Omnibus Proxy to us as soon as possible afier the record date. The Ommnibus Proxy assigns Cede & Co.'s consenting
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or voting rights to those direct participants to whose accounts the notes are credited on the record date (identified in a listing
attached to the Omnibus Proxy).

We will make principal and interest payments on the notes to DTC. DTC's practice is to credit direct participants'
accounts on the payable date in accordance with their respective holdings shown on DTC's records unless DTC has reason to
believe that it will not receive payment on the payable date. Payments by participants to beneficial owners will be governed
by standing instructions and customary practices, as is the case with securities held for the accounts of customers in bearer
form or registered in "street name,” and will be the responsibility of such participant and not of DTC, us or the trustee,
subject to any statutory or regulatory requirements as may be in effect from time te time. We or the trustee will be
responsible for the payment of principal and interest to DTC. DTC will be responsible for the disbursement of those

payments to its participants, and the participants will be responsible for disbursements of those payments to beneficial
owners,

DTC may discontinue providing its service as securities depository with respect to the notes at any time by giving
reasonable notice to us or the trustee. Under these circumstances, in the event that & successor securities depository is not
obtained, we will print and deliver to you restricted note certificates.

Also, in case we decide to discontinue use of the systern of boolc-entry transfer through DTC (or a successor securities
depository) we will print and deliver to you restricted note certificates.

The information in this section concerning DTC and DTC's book-entry system has been obtained from sources that we
believe to be reliable {including DTC), but we take no responsibility for its accuracy.

Neither we nor the trustee will have any responsibility or obligation to participants, or the persons for whom they act as
nominees, with respect to the accuracy of the records of DTC, its nominee or any participant, any ownership interest in the
notes, or any payments to, or the providing of notice to participants or beneficial owners.
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Redemption

We may redeem the notes at any time, in whole or in part, at a redemption price equal to the greater of (1) the principal
amount being redeemed or (2) the sum of the present values of the remaining scheduled payments of principal and interest on
the notes being redeemed, discounted to the redemption date on a semi-znnual basis (assuming a 360-dey year ¢onsisting of
twelve 30-day months) at the Treasury Yield plus 50 basis points, plus in each case accrued interest to the redemption date.

"Treasury Yield" means, for any redemption date, the rate per annum equal to the semi-annual equivalent yield to
maturity of the Comparable Treasury Issue, assuming a price for the Comparable Treasury Issue (¢xpressed as a percentage
of its principal amount) equal to the Comparable Treasury Price for the redemption date.

"Comparable Treasury Issue” means the United States Treasury security selected by an Independent Investment Banker
as having a maturity comparable to the remaining term of the notes that would be utilized, at the time of selection and in

accordance with customary financial practice, in pricing new issues of corporation debt securities of comparable maturity to
the remaining term of the notes.

"Independent Investment Banker" means Credit Suisse First Baston Corporation or its successor or, if Credit Suisse
First Boston Corporation or its successor is unwilling or unable to select the Comparable Treasury Issue, one of the
remaining Reference Treasury Dealers appointed by the trustee after consultation with us.

"Comparable Treasury Price” means, for any redemption date, (1) the average of the bid and asked prices for the
Comparabie Treasury Issue (expressed in each case as a percentage of its principal amoumnt) on the third business day
preceding the redemption date, as set forth in the daily statistical release (or 2oy successor release) published by the Federal
Reserve Bank of New York and designated "Composite 3:30 p.m. Quotations for U.S. Government Securities” or (2) if that
releace (or any successor release) is not published or does not contain those prices on that business day, (A) the average of
the Reference Treasury Dealer Quotations for the redemption date, after excluding the highest and lowest Reference Treasury
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Dealer Quotations for the redemption date, or (B) if we obtain fewer than four Reference Treasury Dealer Quotations, the
average of all of the quotations.

"Reference Treasury Dealer Quotations" means, for each Reference Treasury Dealer and any redemption date, the
average, as determined by the trustee, of the bid and asked prices for the Comparable Treasury Issue (expressed in each case
as a percentage of its principal amount) quoted in writing to the trustee by the Reference Treasury Dealer at 5:00 p.m. on the
third business day preceding the redemption date.

"Reference Treasury Dealer” means (1) each of Credit Suisse First Boston LLC and any other primary U.S. Government
Securities dealer in New York City (2 "Primary Treasury Dealer") designated by, and not affiliated with Credit Suisse First
Boston LLC and its successors, provided, however, that if Credit Suisse First Boston Corporation or any of its designees

¢eases to be a Primary Treasury Dealer, we will appoint another Primary Treasury Dealer as a substitute and (2) any other
Primary Treasury Dealer selecied by us.

If we elect to redeem less than all the notes and the notes are at the time represented by a global security, then the
particular interest to be redeemed will be selected by lot. If we elect to redeem less than all of the notes, and the notes are not

represented by a global security, then the Trustee will select the particular notes to be redeemed in a manner it deems
appropriate and fair.

The notes do not provide for any sinking fund.

Limitation on Isswance of Morigage Bonds

We have agreed not to issue any mortgage bonds vnder our General Mortgage Indentare and Deed of Trust (the
"Commerce Indenture™), dated as of September 15, 1988, between us and Commerce Bank of Kansas City, N.A,, as trustee,
or under the Indenture of Mortgage and Deed of Trust dated es of April 1, 1946, as amended and supplemented (the "SJLP
Indenture”), between us, as successors to St. Joseph Light & Power Company, and The Bank of New York, as trustee,
without directly securing the notes equally and ratably with the mortgage bonds and all other obligations and indebtedness
secured under the relevant indenture, As of the date of this prospectus, we have mortgage bonds outstanding in the

approximate amount of $20.3 million under the SILP Indenture. There are no bonds outstanding under the Commerce
Indenture.

We have issued $430 million of mortgage bonds under our Indenture of Mortgage and Deed of Trust (the "Bank One
Indenture") between us and Bank One Trust Company, N.A,, as trustee, dated April 1, 2003. Holders of notes have no right
to be secured equally and notably with mortgage bonds issued pursuant to the Bank One Indenture,

TAX MATTERS

The exchange of the restricted notes for exchange notes under the exchange offer should not be a taxable exchange for
U.S. federal income tax purposes. As a resuit, there should be no UJ.S. federal income tax consequences to holders
exchanging the restricted notes for the exchange notes pursuant to the exchange offer.

PLAN OF DISTRIBUTION

Each broker-dealer that receives exchange notes for its own account pursuant 1o the exchange offer must acknowledge
that it will deliver a prospectus in connection with any resale of such exchange notes. This prospectus, as it may be amended

ot supplemented from time to time, may be used by a broker-dealer in connection with resales of exchange notes or market-
making activities or other trading activities,

We will not reccive any cash proceeds from any sale of exchange notes by broker-dealers or other persons. Exchange
notes‘recelved by broker-dealers for their own account pursuant to the exchange offer may be sold from time to time in one
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or more transaction in the over-the-counter market, in negotiated fransactions, through the writing of options on the exchange
notes or a combination of such methods of resale, at market prices prevailing at the time of resale, at prices related to such
prevailing market prices or at negotiated prices. Any such resale may be made directly to purchasers or to or through brokers
or dealers who may receive compensation in the form of commissions or concessions from any such broker-dealer or the
purchasers of any such exchange notes. Any broker-dealer that resells exchange notes that were received by it for its own
account pursuant to the exchange offer and any broker or dealer that participates in a distribution of such exchange notes may
be deemed to be an "underwriter” within the meaning of the Securities Act, and any profit on any such resale of exchange
notes and any commission or concessions received by any such persons may be deemed to be underwriting compensation
under the Securities Act. The leiter of transmittal states that, by acknowledging that it will deliver and by delivering a
prospectus, a broker-dealer will not be deemed to admit that it is an "underwriter” within the meaning of the Securities Act.

For a period starting on the date of this prospectus and ending on the close of business-on the earlier to occur of:

(1)  the date on which all exchange notes held by broker-dealers eligible to use the prospectus to satisfy their
prospectus delivery obligations under the Securities Act have been sold and

2) the date 180 days after the consummation of the exchange offer,
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we will make this prospectus, as amended or supplemented, available to any broker-dealer in connection with any such

resale and will promptly send additional copies of this prospectus and any amendment or supplement to this prospectus to
any broker-dealer that requests such documents.

We have agreed to pay all expenses incident to the exchange offer, including the expense of one counsel for the holders
of the restricted notes, other than commissions or concession of any broker-dealers and wil} indemnify the holders of the
notes, including any broker-dealers, against certain liabilities, including liabilities under the Securities Act.

LEGAL OPINIONS

The validity of the securities offered hereby will be passed upon for us by our General Counsel.

EXPERTS

The consolidated financial statements and schedules of Aquila, Inc. Inc. as of December 31, 2002 and 2001, and for
each of the years in the three-year period ended December 31, 2002, have been incorporated by reference in this prospectus
in reliance upon the reports of KPMG LLP and Arthur Andersen LLP (as it relates to Aquila's investment in Quanta
Services, Inc. ("Quantza")), independent accountants, incorporated by reference herein, and upon the authority of said firms as
expetts in accounting and auditing. The audit report covering the December 31, 2002, financial statements refer to (i) the

restatement of Aquila's statement of cash flows for the years ended December 31, 2001 and 2000, (ii) a change in reporting

certain energy trading activities for the years ended December 31, 2001 and 2000 and (fii) a change to its method of
accounting for goodwill.

The consolidated financial statements incorporated in this prospectus by reference to Exhibit 99.3 of the Aquila, Inc.
Annual Report on Form 10-K for the year ended December 31, 2002 of Quanta have been so incorporated in reliance on the
report of PricewaterhouseCoopers LLP, independent accountants, given on the authority of said firm as experts in auditing
and accounting. Such report contains two explanatory paragraphs relating to (i) Quanta's adoption of Statement of Financial
Accounting Standards No. 142, "Goodwill and Other Intangible Assets" (SFAS No. 142) on January 1, 2002 as described in
Nate 2 and (ii} the audit by PricewaterhouseCoopers LLP of Quanta's required transitional disclosures of SFAS No. 142 as
described in Note 2 for the years ended December 31, 2001 and 2000. However, PricewaterhouseCoopers LLP was not

engaged to audit, review or apply any procedures to the 2000 and 2001 consolidated financial statements of Quanta other
than with respect to such transitional disclosures.

http://cfdocs.bbﬁebds.bloombcrg.com: 27638/pub/edgar/2003/05/15/0001047469-03-0188...  7/30/2007



24

Page 25 of 25

QuickLinks

TABLE OF CONTENTS
ERE YO FIND MORE INFORMATION
SUMMARY
RISK FACTORS
ABOUT AQUILA
RECENT DEVELOPMENTS
RATIO OF EARNINGS TO FIXED CHARGES
USE OF PROCEEDS
SELECTED FINANCIAL INFORMATION
EXCHANGE CFFER
DESCRIPTION OF NOTES
TAX MATTERS
PLAN OF BUTION

LEGAL QOPINIONS
EXPERTS

http://cfdocs. bbwebds.bloomberg.com:27638/pub/edgar/2003/05/15/0001047469-03-0188...  7/30/2007



II . <PAGE>

1 of 41

hitp://cfdocs. bbwebds.bloomberg.com:27638/pub/edgar/2001/01/31/...

PROSPECTUS SUPPLEMENT TO PROSPECTUS DATED SEPTEMBER 13, 1999

$250,000, 000
[UTILICORE UNITED LOGO)

7.895% Senior Notes Due 2011

We are offering $250,000,000 of our 7.95% Senior Notes Due 20l1. The senior
notes will mature on February 1, 201l. We will pay interest on the senior notes
on February 1 and Augnst 1 of each year. The first interast payment on the
senier notes will be made on August 1, 2001. We may redeem the senior notes, in
whole ar in part, at the make-whole redemption price described in this
prospectus supplement. The senior notes are senior unsecured securities and rank
without preference or priority among themselves and equally with all of our
existing and future unsecured and unsubotrdinated indebtedness.

Investing in the senior notes involves risk. See "Risk Factors" on page 5-9.

<TABLE>
<CAPTION>
Underwriting
Price to Discounts and
Public{l} Commissions
<85> <C» <C>
Per Note....... 100% .650%
Totaleeeneoran.. $250, 000, 000 $1, 625,000
</TRBLE>

(1) Plus accrued interest, if any, from February 2, 2001.
Delivery of the notes in book-entry form will be made on or about

February 2, 2001.

Neither the Securities and Exchange Commission nor any state securities
conmission has approved or disapproved of these securities or determined if this
prospectus supplement or the prospectus to which it relates is truthful cor
complete. Any representation to the contrary is a c¢riminal offense.

JOINT BOOK-RURNERS
Credit Suisse First Boston Salomon Smith Barney

TD Securities BMO Nesbitt Burns

The date of this prospectus supplement is January 30, 2001.
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YOU SHOULD RELY ONLY ON THE INFORMATION CONTAINED IN THIS DOCUMENT QR TO
WHICH WE RAVE REFERRED YQU. WE HAVE NOT AUTHCRIZED ANYONE TO PROVIDE YOU WITH
INFORMATION THAT IS DIFFERENT. THIS DOCUMENT MAY OHLY BE USED WHERE IT IS LEGAL
TO SELL THESE SECURITIES. THE INFORMATION IN THIS DOCUMENT MAY ONLY BE ACCURATE
ON THE DATE OF THIS DOCUMENT.

§-2
<PRGE>

WHERE YOU CAN FIND MORE INFORMATION

We file annual, gquarterly and special reports, proxy statements and other
information with the SEC. You may read and copy any of these materials at the
SEC's Public Refgrence Room at 450 Fifth Street, N.W., Washington, D.C. 20549.
You may obtain information on the operation of the Public Reference Room by
calling the SEC at 1-800-SEC-0330. Our filings are also available to the public
over the Internet at the SEC'S web s5ite at http://www,Bec.gov.

We are "incorporating by reference” information which we file with the SEC,
which means that we can disclose important information tc you by referring you
to those documents. The information incorporated by reference is considered part
©of this prospectus supplement, and information that we file in the future with
the SEC will be deemed to automatically update and supersede this incorporated
information. We incorporate by reference the documents listed below and any
future filings made with the SEC under Sections 13{a), 13(c), 14, or 15(d) of
the Securitiss Exchange Act of 1534:

~ our Annual Report on Form 10-K for the year ended December 31, 1998;

- our Quarterly Reports on Form 10-0 for the guarters anded March 31,
June 30, and September 30, 2000; and

~ our Cnrrent Report on Form 8-X dated December 13, 2000.

You can get a free copy of any of the documents incorporated by reference by
making an oral or written reguest directed to:

Investor Relations
UtiliCorp United Inc.

20 West Ninth Street

Kansas City, Misscuri 64105
Telephone {816) 421-6600

Additionally, you can get additional information about us on our website,
HTTP://WWW.UTILICORP.COM. We do not, however, intend for the information on our
website to constitute part of this prospectus supplement.

FORWARD-LOOKING STATEMENTS

This prospectus Supplement and the documents incorporated by reference into
this prospectus supplement include certain forward-looking statements. The
forward-looking statements reflect UtiliCorp's expectations, objectives and
goals with respect to future events and financial performance and are based on
assumptions and estimates which Utililoxp believes are reasconable. However,
actual results could differ materially from anticipated results. We generally
intend the words "may,"” "will,” ®should,™ “expect," "anticipate,® "intend,®
"plan,"” “"believe," "seek," "estimate,™ "continue,” or the negarive of these
terms or similar expressions to identify forward-looking statements. Important
factors which may materially affect the actual results include, but are not
limited teo, commodity prices, political developments, market and economic
conditions, industry competition, the weather, changes in financial markets and
thanging legislation and regulations. The forward-looking statements centained
in this preospectus. supplement and the documents incorporated by reference into
this prospectus supplement are intended to qualify for the safe harbor
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provisions of Section 21E of the Securities Exchange Act of 1934, as amended.

5-3
<PAGE>
AROUT THIS PROSPEC?TUS SUBPPLEMENT

You should carefully read thia prospectus supplement alang with the
prespectus that follows before you invest. Both decuments contain important
information yoo should consider when making your investment decision. This
prospectus supplement contains infarmation about our 7.95% Senior Notes Due
2011, and the prospectus contalns information about our senior netes generally.

THE COMPANY

We are a multinatiopal energy and energy solutions provider headquartered in
Kansas City, Miszsouri. We began as Missouri Puplic Service Company in 15917 and
reincorporated in Delaware as UtiliCorp United Inc. in 1985. We strive to be a
world-class manager of energy assets and to be a leading energy merchant and
services provider in the markets in which we compete. Today we operate regulated
or merchant businesses on three continents. Our businesses are organized into
three groups censisting of Networks, Energy Merchant and Sefrvices.

NETWCRKS

OQur Networks segment includes our domestic and internaticnal network
generation, distribution and transmission businesses. Internaticnal operations
include activities in Australia, New 2ealand and Canada.

DOMESTIC NETWORKS

Qur domestic networks business consists of ocur regulated electric and
natural gas netwerk operations and our related generation assets., We sarve over
1.2 million regqulated customers in 978 communities in seven Midwestern states:
Missouri, Kansas, Colorado, lowa, Nebraska, Minnesota, and Michigan., We have
approximately 405,000 electric customers and approximately 845,000 gas customers
in thase states. This geographic diversity limits cur exposure to earnings
volatility from a single adverse state regulatory ruling and lowers our asset
exposure to catastrophic events. Our electric generation capability is
approximately 62% coal and 38% natural gos and oil and our ¢urrent generating
capacity is approximately 2,075 Mw.

The composition of our domestic netwWork revenve for the twelve months ended
September 30, 2000, is as follows:

EDGRR REPRESENTATION OF DATR POINTS USED IN PRINTED GRAPRIC

<TRABLE>

<CAPTION>

TOTAL REVENUE

<5> <C>
BLECTRIC 51.80%
GAS 48.20%
</TABLE>

<TABLE>

<CAPTION>

ELECTRIC REVENUE

<85> <C>
RESIDENTIAL 33.30%
COMMERCIAL 23.00%
OTHER 32.30%
INDUSTRIAL 11.40%
</TABLE>

<TABLE>

<CAPTION>

GAS REVENUE

<S> <C>
RESIDENTIAL §1.80%
COMMERCIAL  25.20%

QOTHER 7.80%
1INDUSTRIAL 5.20%
</TABLE>

INTERNATIONAL NETWORKS

Cur international networks business congists of our operations in the
following three countries:

=~ PUSTRRLIA. We own 34% of United Energy, an electric distribution company
serving approximately 546,000 customers in Melbourns. We also own a 50%
economic interest in Multinet/Ikon, a gas

S-4
<PRGE>
network company serving épproximately 587,000 customers in Victoria. 1n
October 2000, through a joint venture with United Energy, we acquired a
458 stake In AlintaGas, a gas distribution utility in Western Australia
which serves approximately 400,000 customers.

NEW ZEALAND, We own 62% of UnitedNetworks, New Zealand's largest
distributer of electricity, with 484,000 electric custemers and 117,000
natural gas customers. The company's network delivers elactricity to
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around 30% of New Zealand’'s electricity ¢onsumers,

-~ CANADAR. We own 100% of West Kootenay Power, a vertically integrated
hydroelectric utility in British Columbia serving approximately 140,000
customers. In August 2000, we acquired 1004 of TransAlta Corporation's
Alberta-based electriclty distribution and retail assets serving
approximately 350,000 cuostomers. These retail assets were subseguently
sold in November 2000. Both of these companies are operated as part of
UtiliCorp Networks Canada.

ENERGY MERCHANT

Cur Energy Werchant segment markets and trades wholesale natural gas,
electric¢ity and other commodities in North America and Western Europe through
our wholly-owned subsidiary Agquila Energy Corperation (“Agquila™). See "Recent
Developments--Divestiture of Aguila™. Aquila manages energy transactions,
provides risk management for its customers and provides capital to select energy
ventores, Aquila's business is conducted through two interceonnected and
complementary business groups!

- WHOLESALE SERVICES. We provide cemmodity risk management services focusing
on the energy industry. For the twelve months ended September 30, 2000,
according to statistics published by NATURAL GAS WEEK we were ranked as
the third largest wholesale marketer of power and natural gas on a
combined basis in North America, and we have a growing presence in the
United Kingdom and continental Europe. During 1999, we marketed
approximately 10.4 Bef/d of natural gas, 236.5 MMWhs of power and
16.9 million tons of coal and related products. In addition, we buy and
sell nargral gas liquids, crude oil, refined products and emission
allewances. We 2lso offer structured financial products to our clients by
conbining financing with energy products and services and we engage in
e-commerce marketing and trading efforts.

~ CAPACITY SERVICES. We own, operate and contractually control significant
electric power generation assets; natural gas gathering, transportation,
processing and storage assets; and a coal hlending, starage and loading
facility. We have approximately 4,100 MW of electric power generation
capacity owned, controlled or under development. In addition, we control
11 natural gas gathering systems, 2.0 Bef/d of natural gas transpertation
capacity, 30,000 Bbls/d of natural gas processing capacity, 37 Bef of net
working patural gas storage capacity and a coal terminal facility with
22 million tans of annusl throughput capacity. Cur energy assets
complement our wholesale marketing and trading businesses by providing
natural gas and coal supplies, a source of reliable power supply and an
enhanced ability to structure innovative products and services. Qur
strategy includes diversifying our capacity assets into various regions to
balance cur portfolic geographically and to reduce our concentration risk.

SERVICES

Qur Services sagment includes our broadband communications business and our
36% ownership interest in Quanta Services Inc. {"Quanta™). In April 2000,
UtiliCorp announced & partnership with Everest Connections to construct and
operate broadband fiber-optic networks to homes and businesses in select
Midwestern markets in the United States. To date our activities have been
limited primarily to the Kansas City area.

The U.S. telecom initiative complements and leverages UtiliCorp's investmant
in Quanta. Quanta is a provider of specialized construction and maintenance
services to electric utilities, telecommunications and cable television
compahies, and governmental entities.

5-5
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STRATEGY

our strategy is to be a world-class operator of energy networks and to be a
leading energy merchant and services provider in the markets in which we choose
to compete. We believe the pursuit of this strategy provides us with a better
platform to compete in a deregulated energy marketplace. Fundamental to this
strategy is our commitment to the "Value Cycle” philosophy we began practicing a
few years ago: Invest, Optimize, Monetirze. Upon finding attractive investment
opportunities, we strive to improve the quality and profitability of their
cperations. We then find ways to extract value from these investments so we can
reuse the capital and repeat the process elsewhere. The key elements of this
Strategy are:

PURSUE STRATEGIC ACQUISITIONS, ALLIANCES, AND INVESTMENTS. Growth through
mergers and acquisitions has been a major part of our strategy for more than a
decade. We believe that our approximately $4.8 billion in mergers, acquisitions
and investments since 1984 has played an integral role in establishing us as a
leading diversified energy provider. During 2000, we closed on the acquisitions
of three international network properties, one domestic requlated utility and a
conpany holding interests in nonregulated generating assets. These transactions
were valued at approximately $1.3 billion,

CAPITALIZE ON OPENING INTERMATIOMAL MARKETS. Our senlor management team is
focused on seeking early entry and expansion into markets that provide a
cambination of stable and attractive political environments and mackets apen ot
opening to competition. For example, we were one of the first U.S5. companies to
invest in and manage an Australian electric distribution company and a New
Zealand electric network company. By establishing trading and marketing
operations in selected markets, Aguila has been an early entrant into the
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expanding Eurcpean market. We believe capitalizing on these opportunities
provides us with the assets and skills necessary to compete in a global energy
marketplace that is opening L0 competition. We generally seek to finance our
international investments in local currencies to mitigate foreign currency
exposures. In addition, when feasible, we make these investments through joint
ventures with strategic partners to optimize the value of our inveastments, We
believe that this approach allows us to capitalize gn the opportunities
presented in international markets wnile limiting the amount of risk and capital
required to make these investments.

DIVERSIFY RISK. In order to balance various energy market risks, we seek to
diversify our portfolio of assets and commodities. For our network businesses,
this diversity includes summer and winter peaking utilities, a greater
geographic and regulatory mix, and international expansion. For merchant
businesses, we seek to diversify our portfolio by offering an increasing number
of energy-related products and services. ¥We also combine produocts and services
to help clients maximize asset value. In addition to providing us with multiple
revenue Sources, we believe diversification eahances our value to customers by
allowing us to better meet their increasing complex needs.

LEVERAGE EXISTING INVESTMENT IN QUANTA 70 PURSUE BUILDOUT OF TELECOM
INFRASTRUCTURE TO SELECT MARKETS. We believe that our 36% stake in Quanta
provides a critical resource necessary for the rapid, cost-effective, build-out
of broadband communications netwerks. Additionally, this position allows us to
participate in the initial upside of construction revenues and to develop a
first mover profile in select broadband communications markets. We will focus on
delivering broadband services to smaller communities in the Midwest, initjally
in communities withip or near our existing service territory.

MANAGE AND ALIGN OUR BUSINESSES TO ADDRESS A CHANGING COMPETITIVE
ENVIRCNMENT. We believe that cur distinct, yet interrelated, business groups
enable us to better manage our operaticns in the changing marketplace. Our
corparate structure allows us to manage each of these businesses individually,
improving our ability to maximize their profitability while providing low cost,
high guality energy and energy-related products and services to our Customers.

TMEROVE QPERATIONAL EXCELLENCE. We constantly seek to improve our
operational performance through the consolidation and integration of related
business activities. Over the last several years, we have consolidated many of
the operations of cur domestic electric and natural gas distribution
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businesses which has improved our ability to serve cur customers and offer them
more energy cholces, We will continue to seek to improve the operational
performance of our network businesses through the refinement of internal
processes, the consolidation and integration of related business activities, the
unbundling of services and/or the restructuring of assets.

EXTRACTION OF VALUE. We are constantly aware of opportunities to realize
value with respect to the properties that we manage. This value is realized by
bringing in partners, asking the public to invest or developing some other form
of strategic partmership. During 2000, we recorded a $44 million pre-tax gain
from the initial public offering of Uecomm Limited, formerly a whelly-owned
subsjdiary of United Energy. Additionally, our announced intentions to conduct
an initial public offering of Aquila and to sell our U.5. network construction,

operation and maintenance business are examples of our desire to realize value
from onr investments.

COMPETITIVE STRENGTHS

We believe we have developed substantial competitive strengths that will
enable us to continue to successfully execute our strateqy. We beliave our
competitive strengths are reflected in our demonstrated track record of
consistently achieving earnings growth above the utility industry average. One
of our most significant competitive strengths is our demonstrated ability to

identify and react to new business gpportunities. Other strengths within each of
our pbusiness segments include:

NETWORKS

- Low-cost, non-nuclear domestic and internaticnal network businesses
focused on superior customer service

- International operations in Australia, New Zealand and Canada from which
we have derived significant earnings and gained valvable experience in
various deregulated markets

- A proven track record of quickly and successfully integrating domestic and
international mergers and acgquisitions

ENERGY MERCHANT

- Third largest wholesale marketer of power and natural gas on a combined
basls in Morth Bmerica by unit volume

+ Proven risk management pelicies, procedures and systems to limit exposure
to commodity market positions

- Experience in trading commodities and successfully operating a competitive
non-regulated business since formation of Aguila in 1986

SERVICES
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— Focused strategy targeting smaller, under-served communities that comprise
the majority of our existing network service ares .

- Ownership stake in Quanta allows us to capture the benefits of rapid,
cost-effective build-out of needed infrastructure

-~ Utilization of new, state-of-the art broadband fiber-cptic networks
provides the ability to generate multiple revenue streams from a single
connection

§-7
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RECENT DEVELOPMENTS

2000 EARNINGS RELEARSE. ©On Janvary 23, 200)1, we announced estimated 2000
earnings per share to be approximately $2.20, a 25.7% increase over the $1.75
earned in 1999. This significant growth in earnings reflects increased
contributions from Aquila and international businesses. Additionally, we
announced that we had begun reducing our exposure to the utilities in the
California market several months ago. We currently have no material direct
exposure there.

THE EMPIRE DISTRICT ELECTRIC COMPANY TRANSACTION. On January 2, 2001, we
terminated the merger agreement with The Empire District Electric Company
("Empire”), under which Empire was to merge into UtiliCorp. Under the temms of
the May 10, 1999 merger agreement, either company could terminate the deal if
regulatory approvals of the merger were not obtained by December 31, 2000. Two
of the required regulatory approvals were not received by the required date
while a third approval was received but without the reqguested regulatory plan in
suppert of the merger. With so much uncertainty about the remaining requlatory
process, we were uncertain that the merger could ever be completed in a way that
would benefit Empire's customers and the sharsholders of both companies.

§T. JOSEPH LIGHT & POWER TRANSACTION. On Dacember 31, 2000, we closed our
merger wWith 5t, Joseph Light & Power Company ["Light & Power"). Under the terms
of this merger agreement, Light & Power shareholders received 0.7933 shares of
UtiliCorp common stock for each share of Light & Power stock held as of
Dacember 24, 2000. The completion of this transaction resulted in the issuance
of approximately $190 million of UtiliCorp common Stock and the assumption of
approximately $90 million of debt. Light & Power now serves lts 66,000 electric
and gas utility customers as a unit of UtiliCorp.

DIVESTITURE OF AQUILA. On December 13, 2000, we announced plans to conduct
an initial public offering of up to 19.9%% of Aquila. Rdditionally, we announced
our intentijon to complete our divestiture of Aquila within 12 months of the
initial public offering by distributing all of our remaining shares of Aguila to
the holders of UtiliCorp common stock subject to market and other conditions. If
the divestiture is completed, stockholders of DtiliCorp would hold shares of
two, publicly-traded companies. It is currently anticipated that substantially
all of the proceeds generated by the initial public offering are to be used by
Aquila to repay amounts it owes to us. Our intention is to subsequently use
these proceeds to retire our debt,

GPU INTERNATIONAL. On December 22, 2000, Aguila completed its purchase of
GPU Internaticnal, a company holding interests in six independent U.S.-based
generating plants and a devalopment generating project, for approximately
$225 million. This transaction was initially funded with a combination of
short-term and long-term debt.

PLANNED SALE OF U.S5. NETWORK CONSTRUCTION, CPERATION AND MAINTENANCE
BOSINESS. On November 16, 2000, we announced that we would seek a buyer for our
utility network construction, operation and maintenance business through a
competitive bid. The sale of this business would affect about 900 empioyees and
would include equipment that supports our electricity and gas networks in
Missouri, Kansas, Colorado, Iowa, Nebraska, Minnesota, and Michigan. It is
currently anticipated that the winning bidder will be identified by the end of
the first quarter with a closing taking place later in 2001, subject to the
required regulatory approvals.

5-8
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RISK FACTORS

WE MAY NOT BE ABLE TO IMPLEMENT OUR STRATEGY IF WE ARE UNABLE TO ACCESS
CAPITAL AT COMPETITIVE RATES.

If we are not able to access capital at competitive rates, our growth will
be adversely affected. A nymber of factors could affect our ability to access
capital including: (1) general economic conditions; (2) capital market
conditions; (3) market prices for electricity and gas; {4] the overall health of
the utility industry; 19) our ablility te maintain our investment grade credit
ratings: and {6) our capital structure.

WE MAY NOT BE ABLE TO SUCCESSFULLY INTEGRATE ACOQUIRED BUSINESSES INTO QUR
OPERATIONS.

Our ability to successfully integrate acquired businesses into our
operations will depend on, ameng other things: (1) the adequacy of our
implementation pians; ([2) the ability to achieve desired operating efficiencies;
and (3) requlatory approval of the acquisitions on favorable terms.

If we are unable to successfully integrate new businesses into our
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operations, ocur apility to generate sufficient revenues to make interest and
principal payments on the senior notes could be adversely affected.

THE EARNINGS CONTRIBUTION FROM AQUILA MAY DECRERSE IN THE NEAR FUTURE.

Upon completion of the initial public offering of Aquila (see related
camments under "Recent Developments"), our share in the earnings from this

subsidiary will effectively decrease by approximately 20%. If the divestiture of
our remaining shares of Aquila is consummated through the distribution of these

shares to the helders of UriliCorp common stock, we will bave no share in the
earnings from Aquila. For the nine months ended September 30, 2000, Agquila
provided approximately 310% of our consolidated earnings before interest and

taxes. While we believe the expected divestiture will significantly reduce our
business risk, we will need to reduce our debt levels in order to maintain our
existing financial coverage ratios. While plans to reduce our financial levaerage
have been identified, if we are unable to successfully execute these strategies

as a rasult of market conditions or ctherwise, the reduction in earnings may
negatively impact our ability to make interest and principal payments.

WE ARE EXPOSED TO MARKET RISK AND MAY INCUR LOSSES FROM CUR MARKETING AND

TRADING OPERATIONS.

We routinely enter into financial contracts to position our trading
portfolios. Our trading portfolios congist of physical and financlal gas,
electricity, coal, other commoditles and interest rate contracts. These

contracts take many forms including futures, swaps and options. If the values of

these contracts change in a direction or manner that we do not anticipate, we
could realize losses from our trading activities.

We currently enter into financial contracts to hedge or limit our exposure
to trading losses. However, these strategies may not prove to be effective and

we may still incur losses.

We have commenced marketing and trading operations in the United Kingdom,
Canada, Spain, Germany and Norway. We incur gimilar trading risks and market

exposures in these foreign markets. As we open additional foreign offices and
our trading volumes in these offices increase, we will be sxposed to additional

trading risks.

In our marketing and trading activities, we often extend credit to sur

trading counterpaxties. While significant credit analysis is performed prior to

the extension of any credit, the risk exists that parties with whom we enter

into contracts fail to perform their obligations under their contracts with us.

While we do not have material direct exposure to the California market, our
customers and trading partners may have expogures to the California market.

Although we strictly adhere to trading guidelines established by our board

of directors and carefully gquantify our market risk using advanced
methadologlies, there can be no assurance that these practices will prevent
trading losses or that losses attributable to trading will not be material.

<PAGE>

We estimate that the net proceeds from the sale of the senior nctes, after

USE OF PROCEEDS

5-9

deducting underwriting discounts and commissions and estimated fees and
expenses, will be approximately $248,175,000. We will use the net proceeds to
reduce short-term debt incurred for acqguisitions and for general corporate

purpogses.

At September 30, 2000, we had outstanding shorr-term borrowings {excluding

current maturities of long-term debt) of approximately $437.4 million with a
waighted average interest cost of 6.78%.

RATIOS OF EARNINGS TO FIXED CHARGES

The ratio of earnings to fixed charges for each of the periods indicated is

as follows:

<TABLE>
<CAPTION>

TWELVE MONTHS ENDED
SEPTEMBER 30, 2000

2.22 {1)
</TABLE>

YEARS ENDED DECEMBER 31,

1887

1996

<C>
2.46

<C>
2,15

{1) We have anncunced a planned initial public offering and subsequent
divestiture of Aguila. See "Recent Develcpments" and "Risk Factors."®

The ratio of earnings to fixed charges represents the number of times fixed
charges are covered by earnings. For the purpose of these ratios, "earnings" is
determined by adding pretax income to "fixed charges”. For this purpose “fixed
charges™ conaists of (1) interest on all indebtedness and amortization of debt

discount and expense, (2) interest capitalized and (3) an interest factor

attributable to rentals,

5-1¢
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<PAGE>
SELECTED FINANCIAL INFORMATION

You should read the following table In conjunction with the financial
statements and notes incorporated by reference into this prospectus supplement
and the accompanying praspectus and in conjunction with the "Racent
Developments™ section of this prospectus supplement.

<TABLE>»
<CAPTION>
NINE MONTHS
ENDED SEPTEMBER 30,
{UNAUDITED) YEAR ENDED DECEMBER 31,
2000 1999 1999 1998 14597
{IN MILLICNS)

<8> <C> <C> <C> <C> <C>
INCOME STATEMENT DATA '
b= T s..e. $1B,606.3 $14,235.4 §$18,621.5 $12,563.4 $8,926.3
GrosSs Profit....icuvrrnucannnnnnasarnsans 908.8 845.2 1,156.8 967.4 954.3
3 = - 1 396.4 311.8 414.0 351.4 359.1
Earnings Available’ for Common Shares..... 158.6 119.2 160.5 132.2 121.8
BALANCE SHEET DATA
Total Rasefs....... ... . iniiecininnnann 10,042.1 8,497.6 7,5308.6 6,130.9 5,113.5
Short-Term Debt {Including Current

Maturitles) ... ... ..iiiiiinnnniinnnan. 454.3 310.5 291.7 484.4 263.4
Long-Term Debt. ..ot viinrarnvsnanrann 2,040.1 2,234.2 2,202.3 1,376.6 1358.6
Company—-Obligated HMandatorily Redeemable

Preferred Securities of Partnership and

TEUSES . . v nunnrsin s tatat bt 450.0 350.0 350.0 100.0 150.0
Common Shareholders® EqQUit¥...veocerinans 1,561.9 1,507.6 1,525.4 1,446.3 1,163.6
OTHER FINANCIAL DATA
EBITDA(Z} ... ceiiernioraatrannnaninensnens 558.0 453.7 607.17 501.4 488.7
Depreciation Expense.......cvovevvnan-a ‘e 159.2 141.9 193.7 150.0 129.6
Agdditions vo Utility Plant............ 1331 93.3 129.3 121.8 133.2
Cash Dividends Pald........cvvumvacvneons 83.6 83.3 111.2 95.0 94.6

</TABLE>

{1} ERIT is earnings before interest and taxes. EBIT gshown here is the same as

the EBIT shown in our financial statements.

(2} Earnings before interest, taxes, depreciation and amortization, or “EBITDA,"
is presented as an additional measure of our ability to service our dabt and
to fund capital expenditures. It is not a measure of operating results, but
is derived from ocur consolidated financisl statements, and is not presented

in our consclidated financial statements, It should not be considered in
isolation or as a substitute for a measure of performance prepared in

accordance with generally accepted accounting principles, or "GAAP,™ in the

United States and is not indicative of operating income or cash flow from
operations as determined under GAAP. In addition, EBITDA may not be

comparable with other companies' EBITDA due to different ways of potentially
defining EBITDA. We define EBITDA by simply taking EBIT as presented ap our
financial statements and adding back depreciation expense also as reflected
on pur financial statements.

s=-11
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CAPITALIZATION

The following table sets ferth our uwnaudited capitalization as of
September 30, 2000, and reflects the reclassification of $250 million of
short-term debt tc long~term debt to reflect the intended usa of the proceeds of

the sale of the senior notes as described under “Use of Proceeds" in this
prospectus supplement.

<TABLE>
<CAPTIQN>
AS OF SEPTEMBRER 30,
2000
[UNRUDITED)
ACTUAL AS ADJUSTED
{IN MILLIONS)
<85> <C» <C>
Short-Term Debt (Including Current Matorities).............. $ 454.3 § 2043
Long=~Term Dabt ... ...ty iiin s nthrsasiaiioratnnsnreanns 2,040.1 2,2%0.1
Company-Obligated Mandatorily Redeemable Preferred
Securities of Partnership and Trusts.....coveeiinroancenas 450.0 450.0
Common ShareholdersS' EqQUity....uccui-evureseninrnacenacrares 51,8619 §1,561.9
Total Capitalization.......eeiecuveuns vevertencasinaineenaies  $4,506.3 $4,506.3

</TRBLE>

DESCRIPTION OF SENIOR NOTES

The following description of the particular terms of the senior notes

7/30/2007 12:05 PM



9 of4dl

http://cfdocs.bbwebds.bloomberg.com:27638/publedgar/2001/01/31/...

oiferett by this prospectus supplement may add, update or change the description
of the general terms and provisions of senior notes contained in the prospectus.

GENERAL

We are issuing $250 million of senior notaes under an Indenture, dated as of
November 1, 1990, as supplemented by a Fifteenth Supplemental Indenture, dated
as of February 2, 2001 between UtiliCorp United Inc. and Bank One Trust Company,
RA {formerly The First National Bank of Chicago). The senior notes will be
direct, unsecured cbligations and will rank without preference or priority among
themselves and equally with 2l! of our existing and future unsecured and
unsubordinated indebtedness. The senigr notes will mature on February 1, 2011.

We will pay interest on the senior notes from Fabruary 2, 2001 at the rate
per annyft set forth on the cover page of this prospectus eupplement, on
February 1 and August 1 of each year, commencing August 1, 2001, to the person
in whose name the senior note was registered at the close of business on the
preceding January 15 and July 15, respectively, subject to carialin exceptions.

BOOK-ENTRY SYSTEMS

The Depository Trust Company ("DTC") will act as securities depository for
the senior notes. The senior notes will be issued in fully-regigtered form in
the name of Cede & Co. {DTC's partnership nominee). We will issue one or more
fully registered certificates as global securities for the senior notes in the

aggregate principal amount of the senior notes and deposit the certificates with
DTC.

DTC has provided us with the follewing information: DTC is a limited-purpose
trust company crganized under the New York Banking Law, a "banking organization”
within the meaning of the New York Banking Law, a member of the United States
Federal Reserve Systems, a "clearing corporation® within the meaning of the New
York Uniform Commercial Code, and a "clearing agency® registered under
Section 17A of the Securities Exchange Rct of 1934. DTC holds securities that
its participants deposit with DTC. DTC also facilitates the settlement ameng
direct participants of securities transactions, such as transfers and pledges,
in deposited securities through computerized book-entry changes in direct
participants' accounts. This eliminates the need for physical movement of
sacurities certifjcates. Direct participants include securities brokers and
dealers, banks, trust companies, clearing corporationsg, and other organizaticns.
DIC is owned by a number of its direct participants and by the New York Stock
Exchange, Inc., the American Stock Exehange, Inc. and the Natigpal Association
of

5-12
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Securities Dealers, Inc. Access to the DTC system ‘s also available to others
such as securities brokers and dealers, banks, and trust companies that clear
through or maintain a custodial relationship with a direct participant, either
directly or indirectly. The rules that apply to DTC and its participants are on
file with the Securities and Exchange Commission.

If you intend to purchase any of the senior notes you must do so through the
DTC system by or through direct participants. The participant that you purchase
through will receiwe a credit for the senior notes on DIC's records. The
ownership interest of each actual purchaser of senior notes, who we refer to as
a "beneficial owner™, is in turn to be received on the participants' records.
Beneficial owners will not receive written confirmation from DTC of their
purchases, but beneficial owners are expected to receive written confirmations
providing details of the transaction, as well as pericdic statements of their
holdings, from the participant rhrough which the beneficial owner entered into
the transaction. Transfers of ownership interests in the senfor notes are to be
accomplished by entries made on the bocks of participants acting on behalf of
beneficial owners. Beneficial owners will not raceive certificates representing
their ownership interests in the senior notes except in the event that use of
the book-entry system for the senior notes is discontinued.

To facilitate subsequent cransfers, all senioer notes deposited by direct
participants with DTC are registered in the name of DTC's partnership nominee,
Cede & Co. The deposit of senior notes with DTC and their registration in the
name of Cede & Co, effect no change in beneficial ownership. DIC has 1o
knowledge of the actual beneficial ownars of the senior notes. DTC's records
reflect only the identity of the direct participants to whose accounts such
senior netes are credited, which may or may not be the beneficial owners. The

participants will remain responsible for keeping account of their holdings on
behalf of their customers.

Conveyance of notices and other communications by DTC to direct
participants, by direct participants tc indirect participants, and by
participants to beneficial owners will be governed by arrangements among them,

subject to any $tatutory or regulatory regquirements as mway be in effect from
time to time.

Heither DTC nor Cede & Co. will consent or vote with respect to the saenior
notes. Under its usual procedures, DTC would mail an Omnibug Proxy to us as scon
as possible after the record date. The Omnibus Proxy assigns Cede & Co.'s
consenting or voting rigihts to those direct participants to whose accounts the

senior notes are ¢redited on the racord date {identified in a listing attached
to the Omnibus Proxy).

We will make principal and interest payments on the senior notes to DTC.
DTC's practice is to credit direct participants' accounts on the payable date in
accordance with their respective holdings shown on DTC's records unless DTC has
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reason to believe that it will not receive payment on the payable date. Payments
by participants to beneficial owners will be governed by standing instructioms
and customary practices, as is the case with securities held for the accounts of
customers in bearer form or registered in "street name", and will be the
zespongibility of such participant and not of DTC, us or the trustea, subject to
any statutory or requlatory requirements as may be in effect from time to time.
We or the trustee will be responsible for the payment of principal and interest
to DTC. DIC will be responsible for the disbursement of those payments to its
particlpants, and the participants will be responsible for disbursements of
those payments to beneficial owners.

DTC may discontinue providing its service as securities depository with
respect to the senior notes at any time by giving reascnable notice to us cr the
trustee, Under these circumstances, in the event that a syccessor securities
depositery is not obtained, we will print and deliver to you senior note
certificates.

Also, in case we decide to discontinue use of the system of book-entry
transfers through DTC {or a successor securities depository! we will print and
deliver to you senior note certificates.

The information in this section concerning DTC and DTC's boock-entry system
has been obtained from sources that we believe to be reliable (including DTC),
but we take no responsibility for its accuracy.

§-13
<PRAGE>
Neither we, the trustee ner the underwriters will have any responsibility or
obligation to participants, or the persons for whom they act as nominees, with
respect to: the accuracy of the records of DTC its nominee or any participant,
any ownership interest in the senior notes, or any payments to, or the providing
of notice to participants or beneficial owners,

INTEREST RATE ADJUSTMENT BASED ON OUR CREDIT RATING

Qur current senior unsecured long-term debt ratings ("ratings®} are
described in the table below:

<TABLE>

<CAPTION>

RATING SERVICE RATING OUTLOOK

<S> _ <«C> <C>

Moody's Investors Service, Inc. (“Moody's") Baa3 Stable
Standard & Poor's Ratlng Service ({"S§P") BEB Stable

Fitch, In¢, ("Fitch") BBB Ratings Watch Evolving
</TABLE>

In the event of a downgrade in the rating below Baad by Moody's or BBR- by
S&P or Fitch, the interest rate on the senior notes will be adjusted in
accordance with the table helaw.

<TABLE>
<CAPTION>

ADJUSTMENT S&P OR FITCH ADJUSTMENT
MOODY'S RATING ANCUNT RATING AMOUNT
<S> <G> ‘ <C> <C>
Bal 0.500% BB+ 0.500%
Baz 0.750% BB 0.750%
Ba3 or lower 1.000% BB- or lower 1.000%
</TABLE>

The adjusted interest rate per annum for the senicr notes will be 7.95%,
plus the sum of any Moody's adjustment amount plus the higher of {a) any S$&F
adjustment amount or (b) any Fitch adjustment amount set forth above.

Where a rating change is made by one of the relevant rating services during
any interest payment period, the amount of interest to be paid with respect to
such period shall be calculated at a rate per annum equal to the weighted
average of the interest rate in effect immeciately prior to such change and the
rate in effect upon such new rating being given, calculated by multiplying each
such rate by the number of days such rate is in effect during each month of such
interest payment period, determining the sum of such products and dividing such
sum by the number of days in that interest payment period,

REDEMPTION

We may redeem the senlor netes at any time, in whole or in part, at a
redemption price equal to the greater of {1} the principal amount being redeemed
or (2) the sum of the present values of the remaining scheduled payments of
principal and interest on the senior notes being redeemed, discounted to the
redemption date on a semi-annual basis (assuming a 360-day year consisting of
twelve 30-dey wonths) at the Treasury Yield plus 30 basis points, pius in each
case accrued interest to the redemption date.

"Treasury Yield" means, for any redemption date, the rate per annum egqual to
the semi-annual equivalent yield to maturity of the Comparable Treasury Issue,
assuming a price for the Comparable Treasury Lssue (expressed as a percentage of

its principal amount) equal to the Comparable Treasury Price for the redemption
date.

"Comparable Treasury Issue" means the United States Treasury security
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selected by an Independent Investment Banker as having a maturity comparable to
the remsining term of the senior notes that would pe utilized, at the time of
selection and in accordance with customary financial practice, in pricing new

issues of corporate debt securities of comparable maturity to the remainipg term
of the senior notes.

"Independent Investment Banker” means Credit Suisse First Boston Corporation
or Salomon Smith Barney Inc. or its successor or, if Credit Suisse Firat Boston
Corporation or Salomon Smith Barney Inc. or its successor is unwilling or unable
to select the Comparable Treasury Issue, one of the remaining Reference Treasury
Dealers appointed by the Trustee after consultation with us.

"Comparable Treasury Price" means, for any redemption date, (1) the average
of the bid and asked prices for the Comparable Treasury Issue {expressed in each
case as a percentage of its principal

§-14
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amount) on the third business day preceding the redemption date, as set forth in
the daily statistical release (or any successor release} published by the
Federal Reserve Bank of New York and designated "Composite 3:30 p.m, Quotations
for U.S. Government Securities"™ or (2} if that release (or any successor
releage) is not published or does not contain those prices on that business day,
(A} the average of the Reference Treasury Dealer Quotations for the redemption
date, after excluding the highest and lowest Reference Treasury Dealer
Quotations for the redemption date, or (B) if we cobtain fewer than four
Reference Treaswry Dealer Quotations, the average cof all of the Quotations.

“Reference Treasury Dealer Quotations" means, for each Reference Treasury
Dgaler and any redemption date, the average, as determined by the Trustee, of
the bid and asked prices for the Comparable Treasury Issus (expressed in each
case as a percentage of its principal amount) quoted in writing to the Trustee
by the Reference Treasury Dealer at 5:00 p.m. on the third business day
preceding the redemption date.

"Reference Treasury Dealer” means (1) each of Credit Suisse First Boston
Corporation and Salcmon Smith Barney Inc. and any other primary U.§5. Government
Securities dealer in New York City (& "Primary Treasury Dealer") designated by,
and not affilfated with Credit Suisse First Boston Corporation or Salomen Smith
Barney Inc. and their respective successors, provided, however, that if Credit
Suisse First Boston Corporation or Salomon Smith Barney Inc. or any of their
designees ceases toc be a Primary Treasury Dealer, we will appoint another
Primary Treasury Dealer as a substitute and (2) any other Primary Treasury
Dealer selected by us.

If we elect to redeem less than all the senior notes and the senior notes
are at the time represented by a global security, then the particular interest
to be redeemed will be selected by lot. If we elect to redeem less than all of
the senior notes, and the senior notes are not represented by a global security,
then the Trustee will select the particular senior notes to be redeemed in a
manner it deems appropriate and fair.

The senior notes de not provide for any sinking fund.

LIMITATION ON ISSUANCE OF MORTGAGE BONDS

We have agreed not to issue any mortgage bonds under ocur General Mortgage
Indenture and Deed of Trust, dated as of September 15, 1988, between us and
Commerce Bank of Kansas City, N.A., as trustee, or under the Indenture of
Yortgage and Deed of Trust dated as of April 1, 1946, as amended and
supplemented, between us, as Successors to St. Joseph Light & Power Company, and
The Bank of Wew York, as trustee, without directly securing the senior notes
equally and ratably with the mortgage bonds and a2ll other obligations and
indebtedness secured under the relevant indenture. As of the date of this

prospectus supplement, we have mortgage bonds outstanding in the approximate
ameunt of §37.% million.

5-15%
<PRAGE>

UNDERWRITING

Under the terms and subject to the conditions contained in an underwriting
agreement dated January 30, 2001, we have agreed to sell to tha underwriters
named below the following respective principal amounts of the senior notes:

<TABLE>
<CAPTION>

PRINCIPAL
UNDERWRITERS AMOUNT
<85> <C>
Credit Suisse First BoSton Corporation.....--iieievau-uas «v-. & 87,500,000
Salomon Smith Barney INC.....ueeiiiviciarornirinicanmanrracny 87, 50¢, 000
TD Securities {USA} Inc......... Cemaeaas ket eean eaa 50,000,000
BMO Nesbhitt Burns COrp...-ecuciaruraraa-cn b ey T 25,000,000

ceveeaay . §250,000,000

Total.......---..

</TABLE>

The underwriting agreement provides that the underwriters are obligated to
purchase all of the gsenior notes if any are purchased. The underwriting
agreement also provides that if an underwriter defaults the purchase commitments
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of non~defaulting underwriters may be increased or the offering of senior notes
may be terminated.

The underwriters propose to offer the senior notes initially at the publie
offering price on the cover page of this prospectus supplement and to selling
group membexrs Bt that price less a selling concession of .400% of the principal
amount per senicr note. The underwriters and selling group members may allow a
discount of .250% of the principal amount per senior note on sales to other
broker/daalers. After tha initial public offering, the underwriters may change
the public offering price and concession and discount to broker/dealers.

We estimate that our out-of-pocket expenses for this offering will be
approximately $200,000.

The senior notes are a new issue of securitias with no established trading
macket. One or more of the underwriters intend to make a secondary market for
the senior notes, However, they are not cbligated to do so and may discontinue
making a secondary market for the senior notes at any time without notice. Ne

assurance can be given as to how liquid the trading market for the senior notes
will be,

We have agreed to indemnify the underwriters against liabilities under the

Securities Aot, or contribute to payments which the underwriters may be required
te rmake in that respeact.

Certain of the underwriters and their affiliates engage in various general
financing and banking transactions with us and our affiliates.

In connection with the offering, the underwriters may engage in stabilizing
transactions, over-allotment transactions, syndicate covering transactions and

penalty bids in accordance with Regulation M under the Securities Exchange Act
of 1934.

- Stabilizing transactions permit bids to purchase the underlying security
so long as the stabilizing bids do not exceed a specified maximum.

- Ovar-allotment involves sales by the underwriters of senior notes in
excess of the principal amcunt of the senlor notes the underwriters are
cbligated te¢ purchase, which creates a syndicate short position.

Syndicate covering transactions involve purchases of senlor notes in the
open market after the distribution has been completed in order to cover
syndicate short positions. The underwriters' shert position can only be
closed out by buying senior notes in the open market. A short position is
more likely to be created if the underwriters are concerned that there may
be downward pressure on the price of the senior notes in the open marketf

afrer pricing that counld adversely affect investors who purchase in the
cffaring.

Penalty bids permit the underwriters to reclaim a selling concession from
a gyndicate member when the senior notes originally socld by such syndicate
member are purchased in a stabilizing transaction or a syndicate covering
transaction to cover syndicate short positions.

These stabilizing transactions, syndicate covering transactions and penalty bids
may have the effect of raising or maintaining the market price of the senior
notes or preventing or retarding a decline in the market price of the senior
notes. As a result, the price of the senior notes may be higher than the price

that might otherwise exist in the open market. These transactions, if commenced,
may be discontinued at any time.

5-16
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ROTICE TO CANADIAN RESIDENTS
RESALE RESTRICTIONS

The distribution ¢f the senior notes in Canada is being made only on a
private placement basis exempt from the requirement that we prepare and file a
prospectus with the securities reqgulatory autherities in each province where
trades of senior notes are made. BAny resale of the senior notes ip Canada must
be made under applicable securities laws which will vary depending on the
relevant jurisdiction, and which may require resales to be made under available
statutory exemptions or under a discretienary exemption granted by the
applicable Canadian securities regulatory authorxity, Purchasers are advised ta
seek legal advice prior to any resale of the senlor notes.

REPRESENTATIONS OF PURCHASERS
By purchasing senior notes in Canada and accepting a purchase confirmation,

2 purchaser is representing to us and the dealer from whom the purchase
confirmation is received that:

- the purchaser is entitled under applicable provincial securities laws to
purchase the senior notes without the benefit of a prospectus qualified
under Thoseé securities laws,

- where required by law, the purchaser is purchasing as principal and not as
agent, and

- the purchaser has revigwed the text above under Resale Bestrictions.
RIGHTS OF ACTION (ONTARIO PURCHASERS)
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The securities being offered are those of a foreign issuer and Ontario
purchasers will not receive the contractual right of action prescribed by
Ontario securities law. As a result, Ontario purchasers must rely on other
remedies rhat may be available, including common law rights of action for
damages or resclssion or rights of action under the civil liabllity provisicns
of the U.S. federal securities laws.

ENFORCEMENT OF LEGAL RIGHTS

All of the issuer's directors and officers as well as the experts named
herein may be located outside of Canada and, as a result, it may not be possible
for Canadian purchasers to effect service of process within Canada upon the
issuer or such persons. All er a substantial portion of the assets of the Lssuer
and such perscn3 may be located outside of Canada and, as a result, it may not
be possible te satisfy a judgment against the issuer or such persons in Canada
or to enforce a judgment obtained in Canadian courts against such issuver or
persons outside of Canada,

NOTICE TO BRITISH COLUMBIA RESIDENTS

A purchaser of senior notes to whom the SECURITIES ACT {British Columbia}
applies is advised that the purchaser is required to file with the British
Columbia Securities Commission a report within ten days of the sale of any
senior notes acquired by the purchaser in this offering. The repcrt must be in
the form attached to British Columbia Securities Commission Blanket Order BOR
#95/17, a copy of which may be cbtained from us. Only one repert must be filed

for senior notes acquired on the same date and under the same prospectus
exemption.

TAXATION AND ELIGIBILITY FOR INVESTMENT

Canadian purchasérs of senior notes should consult their own legal and tax
advisors with respect to the tax consequences of an investment in the senior
notes in their particular circumstances and about the eligibility of the senior
notes for investment by the purchaser under relevant Canadian legislation.

5<17
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PROSPECTUS

[UTILICORP UNITED LOGO]
UCU CAPITAL TRUST I

$1,038,000,000

DERT SECURITIES
COMMON STOCK
STOCK PURCHASE CONTRACTS
STOCK PURCHASE UNITS
SUBCRDINATED DEBENTURES
TROST PREFERRED SECURITIES AND RELATED GUARANTEES

We will provide specific terms of these securities in supplements to this
prospectus.
You should read this prospectus and any supplement carefully before you invest.

Neither the Securities and Exchange Commission nor any state securities
commission has approved or disapproved of these securities or determined if this

prospectus is truthful or complete. Any representation to the contrary is a
eriminal offense.

This Prospectus ls dated September 13, 1999

<PAGE>
TABLE OF CONTENTS
<TABLE>
<CRAPTION>
PAGE

<8> <C>
Bhout This ProspectuS........ et erar e ieevreaaeneans 2
Where You Can Find More InformatioN.......... Cemanesimeamaen 3
ULiliCorp Unlted INC....cuovunivavannnanecrumennsaensntannes 1
The Trust........ Ceirranaaeas ittt ssaanererss s eaan 4
Use of Proceeds................ e Ceeerraracanaeeen 5
Accounting Treatment Relating to Trust Securities........... 5
Ratios of Earnings to Fixed Charges.......oivivevvniinnnnns. 5
Description of Common Stock..... P m ety fera e s
Description of Debt Securities............. feeataea et aaa, 9
Description of Subordinated Debentures........ crtraraaaareans 13
Description of Trust Preferred Securlties............c.eievea 21
Rescription of The Guarantee,...... e tar et [ 31
Relationship Among The Preferred Securltxes, The

Subordinated Debentures and The GUATaNtEE. ... ......cvevn. kx}

Deacription of Stock Purchase Contracts And Stock Purchase

7/30/2007 12:05 PM



14 of 41

http://cfdocs.bbwebds bloomberg.com:27638/pub/edgar/2001/01/31/...

Units...........vauen

freeseteraatr et 35
Plan of Distribution........... P 35
Legal Matters.......cveveinnnnreay rraaratia e emreaa 37
05 = -3 o o Y
</ThABLE>

ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that UtiliCorp, together
with the Trust, filed with the Securities and Exchange Commission utiljzing a
"shelf" registration process. Under this shelf process, UtiliCorp and the Trust
may, from time to time, sell any combination of the securities described in this
prospactus in one or more offerings up te a total dollar amount of
$1,03B,000,000. This prospectus provides you with a general description of the
securities that may be offered. Each time UtiliCorp and the Trust sells
securities, we will provide a prospectus supplement that will contain specific
information about the terms of that offering. The prospectus supplement may also
add, update or change information contained in this prospectus. You should read
both this prospectus and any prospectus supplement togsther with additional
information described under the heading *Where You Can Find More Information.”
Unless otherwise indicated or unless the context requires otherwise, all
references in this prospectus to "UtiliCorp," "we," "our,™ “us," or gimilar
references mean UtiliCorp United Inc.

2
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WHERE YQU CAN FIND MORE INFORMATION

We file annual, quarterly and special reports, proxy statements and other
information with the SEC. You may read and copy any of these materials at the
SEC's Public Reference Room at 450 Fifth Street, N.W., Washingten D.C. 20549.
You may obtain information on the operation of the Public Reference Room by
calling the SEC at 1-800-SE¢-0330. We file information electronically with the
SEC. The SEC maintains an Internet site that contains reports, proxy and
information statements and othar information regarding issuers that file
electronically with the SEC. The address of the SEC's Internet szite is
http://www.sec.gov. UtiliCorp's Internet address is http://www.utilicorp.com.

The SEC allows us to "incorporate by reference" the information we file with
them, which means that we can disclose important information to you by referring
you to those documents. The information incorporated by reference is considered
to be part of this prospactus, and information that we flle later with the SEC
will auwtomatically update and supersede this information. We incorporate by
refgrence the documents listed below and any future filings we make with the SEC
under Sections 13(a), 1l3(c}, 14 or 15(d) of the Securities Exchange Act of 1934:

a. Annual Report on Form 10-K for the fiscal year ended December 31, 1998,

b. Quarterly Reports on Form 10-Q for the fiscal quarters ended March 31,
June 30, 19%99.

¢. Current Reperts on Form B-K dated March 5 and May 14, 1999,

d. The description of Common Stock contained in our Registration Statement
on Form B-B dated May 5, 1987 and the description of the Preference Stock

Purchase Rights set forth in our Registration Statement on Form 8-A dated
March 4, 1897,

Yot may request a copy of these filings, at no cost, by telephoning or
writing to us at the following address:

Investor Relations
UtiliCorp United Inc.
20 West Ninth Street
Kansas City, Missouri, 64105
B16-421-6600

This prospectus is part of a registration statement we filed with the SEC.
You should rely only on the information contained in this prospectus and in any
prospectus supplement. We have not authorized any other person to provide you
with different information. If anyone provides you with different or
inconsistent information, you should not rely on it.

3
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UTILICORP UNITED INC.

UtiliCorp is a multinational energy and energy services company
headguartered in Kansas City, Missouri. UtiliCorp's executive offices are

located at 20 West Ninth Streat, Kansae City, Missouri 64105, and its telephone
number is (Ble) 421-6800,

THE TRUST

UCU Capital Trust I is a atatutory business trust that was created in

August 1999 under the Delaware Business Trust Act. The Trust currently is
governed by:

- a declaration of trust dated as of August 30, 1999, that was executed by

UtiliCorp, as a sponsor of the Trust, and by certain trustees of the
Trust; and

- a certificate of trust dated as of Bugust 30, 1999, filed with the
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Secretary of State of the State of Delaware,

Prior to the issvance of the trust preferred sacurities, the declaration of
trust will be amended and restated in its entirety, substantially in the form

filed as an exhibit te, or incorporated by reference inte, the registration
statement.

At such time as the Trust issues and sells the trust preferred securities,
UtiliCorp will purchase the trust common securities in an aggregate liquidation
amount equal to at least three percent of the total capital of the Trust. The
trest common securities will constitute all of the common securities of the
Trust. Upon the sale and igsuance of the trust common securities and the trust
preferred securities, the Trust will use the proceeds to purchase debt
securities from UtiliCorp. The Trust exists for the exclusive purposes of:

- 38lling and issuing the trust securities, which represent undivided
beneficial ownership interests in the assets of the Trust:

- using the proceeds from such sale and issuance to purchase the debt
securities; and

- except as otherwise set forth in the declaration of trust, engaging in
only those other activities necessary or incidental to the purposes set
forth above.

The Trust has a term of approximately seven years but may be dissolved
earlier as provided in the declaration of trust.

The Trust's business and affairs will be conducted initially by five
trustees appointed by us, as sole holder of the trust common securities. Three
of the trustees are our employees, officers or persons affiliated with us.
Pursuant to the declaration of trust, the fourth trustee is The First National
Bank of Chicage (or its successor), a financial institution that is unaffiliated
with us, which serves as the property trustee under the declaration of trust and
as indenture trustee for the purposes of complying with the provisions of the
Trust Indenture Act of 1939. The fifth trustee is Bank One Delaware, Inc., who
will serve as trustee in the State of Delaware for the purpose of complyipg with
the provisions of Delaware Rusiness Trust Act. The First Natiomal Bank of
Chicago {or its successor) alse will act as trustee under our guarantes of the
trust preferred securities for the purposes of compliying with the Trust
Indenture Act.

The property trustee will own and hold legal title to the debt securities
Ior the benefit of the Trust and the holders ¢of the trust gsecurities. The
property trustee will have the legal power to exercise all of the rights, powers
and privileges of a holder of debt securities under the indenture. Tn addition,
the property trustee will establish and maintain ejclusive control of a
segregated non-interest bearing trust account to hold all payments made in
respect of the debt securities for the benefit of the holders of the trust
preferred securities. The property trustee will use funds from the trust account
to make distribution payments and any payments on liquidation, redemption or
otherwise to the holders of the trust preferred securities,

4
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We, as helder of all of the Trust's putstanding common securities, will have
the right to appoint, remove Or replace any trustee and to increase or decrease
the number of trustees, provided that the Trust always will have at least three
trustees. Futthermore, we, as issuer of the debt securitiaes, will pay all fees
and expenses relatad to the Trust's ongoing affairs and operations (including
any taxes, duties, assessments or governmental charges of whatever nature {other
than withholding taxes}), including the offering of the trust securities,

The rights of the holders of the trust preferred securitles, including any
economic rights, rights to information and voting rights, are set forth in the
declaration trust, the Delaware Busines$s Trust Act and the Trust Indenture Act.

The Delaware trustee's offices are located at 201 North Walnut Street,
Wilmington, Delaware 19801, The Trust's principal place of business is in care
of UtiliCorp United Inc., 20 West Ninth Street, Kansas City, Misscuri, 64105.
Its telephone number is {816) 421-6600.

USE QF PROCEEDS

Unless otherwise set forth in a prospectus supplement, the net proceeds from
the sale of the offered securities will bes used for general corporate purposes
including repayment of debt, construction and acquisitions. At Jupne 30, 1999, we
had qutstanding short-term borrowings {excluding current maturities of leong-term
debt} of approximately $467.2 million.

ACCOUNTING TREATMENT RELATIKG TO TRUST SECURITIES

The financial statements of the Trust will be consolidated with our
financial statements, with the trust preferred securities shown on our
consolidatad financial statements as obligated mgndatory redemption preferred
securities of a consolidated trust. Our financial statements will include a
footnote that discloses, among other things, that the assets of the Trust
consist Of our debt securities and will specify the designatien, prineipal
amount, interest rate and maturity date of the debt securities.

RATIOS OF EARNINGS TO FIXED CHARGES

Our ratio of earnings to fixed charges for each of the pericds indicated is
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as follows:

<TABLE>
<CREPTION>
TWELVE MONTHS
ENDED JUNE 30, YEARS ENDED DECEMBER 31,
1999 1988 1997 1998 1995 1594
<5> <C> <C> <C> <C> <C> <C>
Rativ of Earnings to Fixed Charges............... 2.36 2.43 2.46 2.15 1.93 2,31

</TABLE>

The ratio of earnings to fixed charges represents the number of times fixed
charges are covered by earnings. For the purpose of this ratio, "earnings”™ is
determined by adding pretax income to “fixed charges". For this purpose "fixed
charges® consists of {1) interest on all indebtedness and amortization of debt
discount and expense, (2) interest capitalized and (3) an interast factor
attributable to rentals.

DESCRIPTION OF COMMON STOCK
GENERAL

The following description of our common stock is a summary and is not
complete. You should refar to our goveraing corporate documents and our Michigan
Gas Utilities Indenture, dated as of July 1, 1851, which secures the first
mortgage bonds issued by Michigan Gas Utilities Company and assumed by us in
connection with our acquisition of Michigan Gas Utilities Company in 1989.

5
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We are authorized te issue up to 230,000,000 shares of capital stock
congisting of:

- 20¢, 000,000 shares of common stock, par value $1 per share;
= 10,000,000 shares of preference stock, without par value; and

~ 20,000,000 shares of Class h common stock, par value $1 per share.
DIVIDERD RIGHTS AND LIMITATIONS

Subject to the limitations referred to below, our board of directors may
declare dividends on cur capital stock out of funds legally available for that
purpose.

Cash dividends on our capital stock are restricted by provisions of the
Michigan Gas Utilities Ipdenture. Under the most Testrictive of these
provisions, we may net declare or pay any dividend, other than a dividend

payable in shares of our capital stock, if, after giving effect to the dividend,
the sum of:

- the aggregate amount of all dividends declared and all cther distributions
made, other than dividends declared or distributicons made in shares of our
capital stock, subsequent to December 31, 1%84; plus

the axcess, if any, of the amount applied to or set apart for the
acquisition of any shares of our capital stock subsequent to December Ji,
1984, over amounts received by us as the net cash proceeds of sales of
shares of pur capital stock subsequent to that date, would exceed the sum
of our net income since Janvary 1, 1985, plus $50 millien.

In addirion, we may not declare dividends unless we maintain a tangible net
worth of at least $250 million and the total pripcipal amount of our outsStanding
indebtedness does not exceed 70% of sur capitalization. None of our retained

garnings was restricted as to payment of cash dividends on our capital stock as
of June 30, 1998,

VOTING RIGHTS

Holders of our common Stock are entitled to one vote for each share held of
record. Our board of directors is divided into three classes, and each year one
class is elected to serve & Lhree~year term, Holders of common stock do not have
cumulative voting in the election of directors. Accordingly, the holders of more
than 50% of the gutstanding shares of our common stock woting for the electien

of directors can elect all the directors, and the remaining holders will not be
able to elect any directors.

LIQUIDATION RIGHTS

Our outstanding common stock is, and the common stock that may be offered
from time to time, when issuved and paid for will be, fully paid and
non-assessable. Holders of common stock do not have any preemptive rights. On
liguidation, the holders of the common stock will be entitled to all amounts
remalning foxr distribution after payment of the liguidation preferences of the

outstanding shares, if any, of the Class A comman stock and the preterence
stock.

CLASS A COMMON STOCK AND PREFERENCE STOCK

Without action by our stockholders, our board of directors may issue cne or
more series of Class A common stock or preference stock that may have terms more
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faverable than the common stock, including preferential dividend, liguidation,

redemption and voting rights.
. We may use the Class A common stock or the preference stock as an

anti-takeover device because these securities may be issued with “super voting"
rights and placed in the control of parties aligned with current management.
However, the NYSE has in effect a rule that restricts our ability to issue
Class A common stock and preference stotk with super voting rights. There are

presently no shares of Class A common stock or preference stock issued or
outstanding.

STOCKHOLDER RIGHTS PLAN

We have adopted a stockholder rights plan under which our stockholders have
been granted one preference stock purchase right for each

[
<PAGE>
share of common stock held. The following description of the purchase rights is
not complete. You should refer to the Rights Agreement we entered into with
First Chicago Trust Company of New York on December 31, 1896, a copy of which we

filed with the SEC as an exhibit te our Form B-A Registration Statement filed on
March 4, 19%97.

Each purchase right, when it becomes exercisable as described below,
entitles the holder to purchase one one-thousandth of a share of our Series A
Participating Cumulative Preference Stock, no par value, at a purchase price of
$76.67, subject to certain adjustments and other specified conditions.

The purchase rights become exercisable upon the occurrence of a
"distribution date,™ which is defined in the rights agreement as the earlier of:

- the tenth business day, or such later date as our board of directors may
fix, aftar the date on which any company commences a tender or exchange
offer which, if consummated, would result in the company acquiring
ownership of more than 15% of our outstanding common stock: or

- the “flip-in date,” which means the tenth business day after we first
publicly anncunce that a company has acquired cwnership of more than 15%
of our cutstanding common stock, or such other date as our bpard of
directors may adopt pricr to the flip-in date that would otherwise have
sceyreed,

The rights agreement does not apply to certain acquisitions, including
acquisitions by a company that inadvertently acquires ownership of more than 15%
of our cutstanding common stock, provided the company promptly divests
sufficient shares of common stock to reduce its percentage ownership below 15%.

If a flip-in date occurs, each purchase right, cther tham purchase rights
the acquiring company or any of its affillates beneficially own, will constitute
the right to purchage from us that number of shares of our common stock having a
market value egual to twice the exercise price of the purchase right. On the
occurrence of a flip-in date, the purchase rights beneficially owned by the
acquiring company or any of its affiliates will be void.

In addition, our board of directors may, at its option, at any time after a
flip-in date and prior to the time the acquiring company becomes the owner of
more than 50% of the outstanding shares of ocur common stock, elect to exchange
all of the outstanding purchase rights, other than those purchase rights
beneficially owned by the acquiring company or its affiliates, for shares of our
common stock at an exchange ratio of one share of our common stock per purchase
right. Immediately upon the taking of that action by our board of directors, the
right to exercise the purchase rights will ferminate and each purchase right
will then represent only the right to receive the appropriate number of shares
of common gtock.

Whenever we become obligated to issue shares of common stock upen the
exercise of or in exchange for purchase righta, we may substitute shares of
preference stock, at a ratio of one one-thousandth of a share of preference
stock for each share of commoen stock.

If we are acquired in a merger or other similar business combination entered
into while:

- the acquiring ceompany or any of its affiliates is in control of our board
of directors or 50% or more of our assets; or

- assets representing S0% or more of our operating income or cash flow are
trensferred to an acguiring ¢ompany or any of its affiliates,

then we are required to take all necessary action to ensure that the purchase
rights will “flip-over™ and entitle each holder of a purchase right te¢ purchase
capital stock of the acquiring company having a market value equal to twice the

purchase price of the preference stock otherwise purchasable pursuant to the
purchase right,

At any time prior to the earlier of a flip-in date and the tenth anniversary
of the rights agreement, our board of directors may redeem the purchase rights

in whole, but not in part, at
7
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a price of $0.01 per purchase right. Under certain circumstances the rights
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agreenent may be amended by cur board of directors without approval from our
stockholders,

The purchase rights have an anti-takeover effect. Specifically, the purchase
rights may cause substantial dilution to a person or group that attempts to
acquire a substantial number of shares of our common stock without board
approval. The purchase rights will not interfere with any merger or other
business combination with a third party approved by our board of directors,
because the board of directors may, at any time prior to a flip-in date, redeem
the purchase rights as described above or amend the rights agreement to render
it ipapplicable to a specific transacticn.

ADDITIONAL ANTI-TAKEOVER DEFENSES

A number of provisions in our governing corporate documents may have the
effect of discouraging other companies from acquiring large blocks of our common
stock or delaying or preventing a change of control of UtiliCorp. For instance,
because our certificate of incorporation authorizes our board of directors to
issue 2dditional cepital stock without stockholder approval, the board of
directors could issue additional shares of stock to discourage a change of
control of UtiliCorp. Furthermore, the absence of cumulative voting rights could
discourage accumulations of large blocks of our common stock by purchasers
seeking representation on our board of directors.

Cther provisions in our certificate of incorporation are designed to
discourage attempts %o obtain control of UtiliCorp in a transactiocn not approved
by qur board of directors. Such provisicns include:

- an B0% stockholder vote requirement to remove the entire board of
directors;

1

a prohibition against the removal of individual directors without cause;

- @ requirement that the board of directors be divided into three classes,
with one class elected each year for a three-year term:;

an B0% stockholder wote requirement to amend provisions of the certificate
of incorporation relating to our hoard of directors;

- an 80% stockholder vote requirement to approve certain business
transactions, unless certain minimum price conditions are met;

an B0% stockholder vote requirxement to amend the above-listed provisions:

2 requirement that stockholder action may be taken only at an annual or
special meeting; and

- & requirement that special meetings may be called by not less than a
majority of the stockholders.

our bylaws alsc contain provisjons that may have an anti-takeover sffect,
including:

- advance notice requirements for stockholder nominations to our board of
directors: and

- @ requirement that nominating stockholders provide information comparable

te that which we would be required to provide under federal securities
laws.

These bylaw provisions could enable us to delay undesirable stockholder actionsa
in order to give us more time and information to adeguately respond.

kg previously described, our steckholder rights plan also has an
anti-takeover effect. Severance agreements we have entered into with certain of
our management employees may have anti-takeover effects as well., Such severance
agreements provide we must pay certain benefits if the employees arxe terminated
without goed cause or resign for good reason, as defined In the agreements,
within three years after a change of control of UtiliCorp.

B
<PAGE>
TRANSFER AGENT AND REGISTRAR

The co-transfer agents for our common stock are:

- First Chicago Trust Ceompany of New York, New York;

- UMB Bank, N.A., Kansas City, Missoori; and

- The R-M Trust Company, Toronto, Ontario, Canada.

The registrar for the common stock is First Chicago Trust Company of New
York, New York. Our common stock is listed on the New York, Pacific and Toronto
Stock Exchanges, and unless the prospectus supplement accompanying this
prospectus states otherwise, the common stock offered under this prospectus will
be listed on those exchanges.

DESCRIPTION OF DEBT SECURITIES
We may issue debt securities from time to time in one or more serie3, under

an Indenture dated as of November 1, 1990, as supplemented, between us and The
First National Bank of Chicago, as the trustee. The indenture has been filed as
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an exhibit to the registratign statement of which this prospectus is a part. The
following description of certain provisions of the indenture is a summary and is
not complete. You should refer to all of the provisions of the irdenture,
including the definitions of certain terms contained in the indenture. Wherever
particular sections of the indenture are referred to in this prospectus, those
gactions are incorporated by reference as part of the statements made.

GENERAL

The indenture does not limit the aggregate principal amount of the debt
securities or the aggregate principal amount of any particular series of debt
securities that we may issue under the indenture. The indenture states that we
may issue debt securities from time to time in one Or more series. The debt
securities will be unsecured obligations and will rank equally with all of our
other unsecured and unsubordinated indebtedness.

The specific terms of each series of debt securities will be set forth in

the prospectus supplement relating to that series, including the following
terms, if possible:

- the title of the debt securities;

the aggregate principal amount of the series of debt securities and any
limit on the aggregate principal amount of that series;

the price (expressed as a percentage of the aggregate principal amount) at
which we will issue the series of debt securities;

the maturity date or dates for the series of debt securitiaes;

the interest rate or rates (which may be fixed or variable} per annum for
the series of debt securities, if any, or any method by which the interest
rate or rartes, will be determined;

- the date or dates:
- from which the interest, if any, will accrue:
- on which the interest, if any, will be payable;
- on which payment of the interest, if any, will commence; and
- of record for any interest payments;

the person, if different than the registered holder as of the record date,
to whom any interest will be payable;

the dates, if anpy, on which and the price at which the series of debt
securities may be redeemed or purchased under any mandatory sinking fund

provisions, and the other detailed terms and provisions of the sinking
funds:

-~ the date, Lf'any. after which and the price at which we or any holder of
the debt securities may redeem the debt securities

9
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and other detailed terms 2nd provisions of the aptional redemptionsg:

~ any additional restrictive covenants included in tne indentures solely for
the benefit of the series of debt securities;

- any additional eventa of default (as defined below] solely with respect to
the serims of debt securities;

- the currency or currencies in which we will pay the principal of {and
premium if any) and interest, if any, on the series;

the index, if any, used to determine the amount of principal of {and
premium, if any) or interest, if any, on the series of debt securitles:

whether wa will use a global security with respect to the series of debt
securities, the name of the depository for the global security and the
termg, if any, upon which interests in the global security may be
exchanged for definitive debt securities; and

any additional terms of the series of the debt securities.

Unless the prospectus supplement states otherwise, we will pay the principal
of, and the premium and interest, 3if any, on the series of debt securities at
the pffice or agency we maintain in New York, New York for that purpose. In
addition, the transfer or exchange of the debt securities will be registerable
at that same coffice. We may, however, pay interest by check mailed to the
address as it appears on the security register of any person entitled to payment
of interest. {Segtions 301, 305 and 1002).

Unless the prospectus supplement states otherwise, we wiil only issue the
debt securities in registered form without coupons and in denominations of
$1,000 and integral multiples of $1,000. {(Section 302). Mo service charge will
he made for any registration of transfer or exchange of the debt securities, but
we may réquire payment of a sum sufficient to cover any tax or other

governnental charge payable in connection with the transfer or exchange.
{Section 305).
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We may issue debt securities as original issue discount securities (as
defined below) meaning that they will be sold at a substantial discount below
their principal amount. We will describe special federal income tax, acceounting
and other considerations applicable to original issue discount securities in the
prospectus supplement. "Original issue discount security™ is any security that
provides for the acceleration of the maturity of an amount less than the

principal amount of the security wpon the occurrence and continuance of an event
of default. {Sectien 101).

EVENTS OF DEFAULT

With respect to any series of debt securities, the indenture defines an
event of default as:

- @ default in the payment of principal of, {or premium, if any}, any debt
security at its maturity;

- a default in the payment of any interest on any debt security for
30 days;

a default in the payment of any sinking fund lnstallment;

our fajlure to perform any other of the covenants or warranties in the
indenture for 60 days after we receive notice of our failure {other than a
covenant or warranty included in the indenture solely for the benefit of a
series of debt securities other than that particular series}:

~ a default by us under any indebtedness for money we have borrowed
resulting in indebtedness in an aggregate principal amount exceeding
$5,000,000 becoming due prior to maturity, if the acceleration of that
indebtedness is not rescinded within 10 days after notice of such dgefault;

certain events of bankruptecy, insolvency or reorganization of UtiliCorp;
and

any other event of default provided with respect to debt securities of
that series. (Section 501).

If any event of defzult with respect to any series of debt securities at the
time cutstanding

10
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occurs and 1ls continuing, either the trustee or the holders of at least 25% in
principal amount of the outstanding debt securities of that series may, by
nctice, declare the principal amount (or, if the debt securities are original
issue discount securities, such portion of the principal amount as may be
specified in the terms of that series) of all dabt securities of that series to
be due and payable immediately. Upon certain conditions the holders of a
majority in principal amount of the outstanding debt securities of that series
on behalt of the holders of all debt securities of that series may annul that
declaration and waive past defaults. A declaration may hot, however, be annulled
if the default is 2 defauit in payment of principal of, or premium or interest,
if any, on the debt securities and other specified defaults unless that default
has been cured. (Sections 502 and §13}.

The prospectus supplement relating to each series of outstanding debt
securitias which are original issue discount securities will contain the
particular provisions relating to acceleration of the maturity of a portion of

the principal amount of those original issue discount securities if an event of
default occurs and continues.

The indenture states that the trustee will give notice to the holders of any
series of debt Securities of a Xnown default if that default is uncured or not
waived. The trustee may decide to withhold a notice of default if it determines
in good faith that withholding of the notice is in the interest of the holders
of the debt securities unless the default is in the payment of principal of (or
premium, if any) or interest, if any, on any debt security of that series, or in
the payment of any sinking fund installment. The trustee may not give notice of
default until 30 days after the occurrence of a default in the performance of a
covenant in the indenture other than for the payment of the principal of (or
premium, if anyl or interest, if any, or the deposit of any sinking fund
installment. The term default with respect to any series of outstanding debt
securities for the purpose only of this provision means the happening of any of
the events of default specified in the indenture and relating to such series of

cutstanding debt securities, excluding any grace periods and irrespective of any
notice requirements. (Section 602).

The indenture contains a provision entitling the trustee, subject to the
duty of the trustee during default to act with the required standard of care, to
be indemnified by the holders of any series of outstanding debt securities
before proceeding to exercige any right or power under the indenture at the
request of the holders of that series of debt securities. (Section 603). The
indenture states that the holders of a majority ip principal amocunt of
outstanding debt securities of any series may direct the time, method and place
of conducting any proceading for any remedy available to the trustee, or
exercising any trust or other power conferred on the trustee. The trustee,
however, may decline to act if that directioh is contrary teo law or the
indenture. {Section 512).

The indenture requires us to annually file with the trustee a certificate
stating that no default exists or identifying any existing default.
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DEFEASANCE
At our opticn, we:

- will be discharged from all cbligations with respect to the debt
securities {except for cartain obligations inc¢luding registering the
transfer or exchange of the debl securities, replacing stolen, lost or
mutilated debt securities, maintaining paying agencies and holding monies
for payment in trust]; or

~ need not comply with certajin restrictive covenants of the indenture,

if we deposit with the trustee (and in the case of a discharge, 91 days after
such deposit) money, or U.S. government obligations, or a combination of both,
sufficient to pay all the principal of and interest on the debt securities on
the date those payments are due in accordance with the terms of the debt
securities to and including a redemption date which we irrevocably designate for
redemption of the debt securities. To exercise this option, we must meet certain
conditions, including delivering to the trustes an cpinion of counsel stating
that the deposit and.related defeasance will not cause the

11
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holders of the debt securities to recognize income, gain or loss for federal
income tax purpeses. {Sections 403 and 1008),

MODIFICATION OF THE INDENTURE

With respect te any series of debt securitjes we and the trustee may add
provisions to or change ¢r eliminate any of the provisiona of the indenture
relating to that series if holders of at least 66 2/3% in principal amount of
that series of debt securities, voting as a class, consent. We and the trustee
cannot, however, modify the indenture to:

- change the stated maturity of any debt security;

~ recduce the principal amount of, or the rate of interest or any premium on,
any debt security;

- change the place or currency ¢f payment on any debt security;

- impair the right to institute suit for the enforcement of any payment on
or after the stated maturity of any security;

- reduce the percentage of outstanding debt securities necessary to modify
or amend the indenture; or

- reduce the percentage of aggregate principal amount of outstanding debt
securities necessary to waive compliance with certain provisions of the
indenture or to waive certain covenants and defaults. ({Sectien 802},

CONSOLIDATION, MERGER AND SALE OF ASSETS

Without the conse¢nt of the holders of any of the outstanding debt securities
under the indenture, we may:

- gonsclidate with or merge into any other corporatioen;

- transfer or lease substantially all of our assets to any person;

- acquire or lease substantially all of the assets of any person; or
- permit any corpeoration to merge into us, if:

- the successor 15 a corporaticn organized under the laws of any
domestic jurisdiction:

- the successor corporation, if other than us, assumes our obligations
on the debt securities and under the indenture; and

- after giving the effect to the transaction, no event of default, and
no event which, after notice or lapse of time, would become an event
of default, will cccur. {Section 801},

Certain of the covenants described above will not necessarily afford the
holders protection in the event we are involved in a highly leveraged
transaction, such as a leveraged buyout. However, we must obtain regulatory
approval to issue long=-term debt.

OUTSTANDING DEBT SECURITIES

In determining whether the holders of the requisite principal amount of
outstanding debt securities have given any request, demand, authorization,
direction, notice, consent or waiver under the indenture, the following are
taken into account:

- the portion of the principal amount of an criginal issue discount security
deemed to be ‘outstanding is that pertion of the principal amount that
could be declared to be due and péyable upon the occurrence and
continuation of an event of default under the terms of the original issue
discount security as of the date of the determination; and
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~ debt securities we or any of our affiliates own are not considered to be
outstanding. {(Section 101).

REGARDING THE TRUSTEE

We have a bank line of credit with the trustee and maintain deposicery and
other banking relationships with the trustee.

12
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DESCRIPTION OF SUBORDINATED DEBENTURES

The fallowing description of our subordinated debentures is a summary and is
not complete, You should refer to the form of subordinated indenture that is
filed as an exhibit to, or incorporated by reference into, the registration
gtatement and tc the Trust Indenture Act.

We may issue subordinated debentures from time to time under the
subcordinated indenture. Certain material United States federal income tax
consaguences applicable to the offering of the subordinatad debenturas will be
described in the applicable prospectus supplement.

GENERAL

The subordinated indenture does not limit the aggregate principal amount of
the subordinated debentures or the aggregate principal amcunt of any series of
subcrdinated debentures that we may issue under the subordinated indenture. In
addition, the subordinated indenture does not limit ws from issuing or incurring
ather secured or unsecured debt, whether under the subordinated indenture or any
other indenture or agreement that we may enter into in the future.

The specific terms of each Series of subordinated debentures will be set
forth in the applicable prospectus supplement relating to that series, including
the following terms, if possible:

- the title of the subordinated debentures;

- any limit upon the aggregate principal amount of that series of
suberdinated debentures;

the date on which the principal of the subordinated debentures is payable,
or the method of determining such date;

the rate, if any, at which the subordinated debentures will bhear interest
{including any reset rates and the method by which any such rates will be
determined), the date or dates on which we will pay any interast and any
right we have o defer any interest payment;

the place where, subject to the terms of the subordinated indenture as
described below, we will pay the principal and any premium or interest on
the subordinated debentures, and where, subject to the terms of the
subordinated indenture as described below, we will maintain an office or
agency where subordinated cdebentures may be presented for registration of
transfer or exchange, and where notices and demands te or upon us in

respect of the subordinated debentures and the subordinated indenture may
be made;

- any period within, any date on which, the price at which and the terms and
conditions upen which we may redeem the subordinated debentures, in whole
or in part, at our option pursuant to any sinking fund or otherwise;

- any obligation of curs to redeem or purchase the subordinated debentures
pursuant to any sinking fund or analogous provision or at the option of a
holder, and the period within which, the price at which, the currency
{including currency units} in which and the other terms and conditions
upon which we will redeem or purchase the subordinated debentures, in
whole or in part, pursuant to such obligation:

the dencminations jin which we will issue the subordinated debentures;

if other than in U.5. dollars, the currency (including currency units) in
which we will pay the principal of or any premium or interest on the

subordinated debentures, or in which the subordinated debentures will be
denominated;

if other than the principel amount, the portion of the principal amount of
the suybordinated debpentures that we will pay upen declaration of
acceleration of the maturity thereof:

any additional events of default or covenants pertaining teo that series of
subordinated dehentures;

ety index used to determine the amount of payments of principal of and

premium,
13
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if any, on the subordinated debentures and the manner to determine such
amounts;

- subject to the terms described below, whether we will issue the
subordinated debéntures in whole or in part in global fomm and, in such
case, the depositary for such global subordinated debentures;
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~ the appointment of any trustee, registrar, paying agent;

- the terms and conditions of any obligation or right of vurs or any holder
to convert or exchange subordinated debentures inte other securities; and

- any cther térms of the subordinated debentures not inconsistent with the
provisions of the subordinated indenture.

SUBORPINATION

The suybordinated indenture provides that the subordinsted debenkures are
subordinate and junior in rlght of payment to all of our senior indebtedness (as
defined below} as provided in the subordipated indepture. We cannot make any
payment of principal of (including redemption and sinking fund payments),
premium, if any, or interest on, the subordinated debentures if:

- any senior indebtedness is not paid when due;

- any applicable grace period with respect to any default under any senior
indebtedness has ended and such default has not been cured or waived; or

- the maturity of any senior indebtedness has been acceleratad because of a
default.

Upen any distribution of our assets te creditors upon any dissclution,
winding-up, ligquidation or reorganization, whether veluntary or inveluntary or
in bankruptey, insolvency, receivership or other proceedings, all principal of,
and premium, if any, and interest due or to become due on, all senlor
indebtedness must be paid in full before the holders of the subordinated
debentures will receive or retain any payment. The rightg of the holders of the
subordinatead debentures will be subrogated to the rights of the holders of
senior indebtedness to receive payments or distributions applicable to senicr
indebtedness until all amounts owing on the subordinated debentures are paid in
full. However, since the vast majority of our senlor indebtedness currently is
not secured and ranks equally with our other ynsecured indebtedness, rights of
subrogation currently do not improve the position of the holders of the

subordinated debentures in relation to the holders of any of our other unsecured
indebtedness.

The term "senior indebtedness™ means the principal of, premium, if any,
interest on and any other payment due pursuant to any of the following, whether
outstanding at the date of execution of the subordinated indenture or thereafter
ipcurred, created or assumed:

- all of ocur indebtedness evidenced by notes, deventures, bonds or other
securities we sold for money;

- all indebtedness of others of the kinds described in the precading bullet

assumed by or guaranteed in any mannex by us or in effect guaranteed by
us; and

- all renewals, extensions or refundings of indebtedness of the kinds
described in any of the preceding two bullets;

unless, in the case of any particular indebtedness, renewal, extension or
refunding, the instrument creating oz evidencing the same or the assumptlon or
guarantee of the same expressly provides that such indebtedness, renewal,
extension or refunding is not superlor in right of payment to or is equal with
the subordinated depentures. The senior indebtedness shall continue to be senior
indebtedness and entitled to the benefits of the subordination provisions

irrespective of any amendment, modification or waiver of any term of such senior
indebtedness.

The subordinated indenture does not limit the aggregate amount of senior
indebtedness that we may issue.

14
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DENOMINATIONS, REGISTRATION AND TRANSFER

Unless otherwise specified in the applicable prospectus supplement, we will
only iassue the subdrdinated debentures in registered form without coupons in
denominations of $1,000 and any integral multiple thereof.

Onee we issue the subordinated debentures, we will keep at one of our
offices or agencies a register in which, subject to such reasonable regulatians
as we may prescribe, we will provide for the registration and transfer of the
subordinated debentures. That office or agency will be appointed the security
registrar for the purpose of registering and transferring the subordinated
debentures. We will appoint the subordinated indenture trustee as securities
reqgistrar under the subordinatad indenture.

The hoider of any reqistered subordinated debenture may exchange the
subordinated debenture, at fits option, for registered subordinated debentures of
the same series having the same stated maturity date and original issue date, in
any authorized denominations, in like tenor and in the same aggregate principal
amount . Such holder may exchange such subbrdinated debentures by surrendering
them at the office or agency we appoint as securlty registrar for the
subcrdinated debentures. The subordinated debentures may be presented for
exchange or for registration of transfer {(with the form of transfer endorsed
thereon or a satisfactery and duly executed written instrument of transfer}, at
the office of the securities registrar, without service charge and upon payment
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of any taxes and other governmental charges as described in the subordinated
indenture.

When a holder of a registered subcrdinated debenture surrenders a
subordinated debenture to be registéred for transfer, we will execute, and the
subordinated indenture trustee will authenticate and deliver to the holder, in
the name of the designated transferee or transferees, one or more new registered
subordinated debentures of the same series having the same stated maturity date
and original issue date, in any authorized denominations and of like tenor and
aggregate principal amount.

If any subordinated debentures of any series are redeemed, we will not be
required to issue, register the trapsfer of or exchange any such subordinated
debentyres during the 1l& business days immediately preceding the date upon which
notice of such redemption is given (which notice will identify the serial
numbers of the subordinated debentures being redeemed). Furthermore, if any
registered subordinated debentures are selected to be either partially or fully
redeemed, then wa will not be required to issue, register or exchange any such
subordinated debentures (except for the unredeamed portion of apny subordinated
debenture belng redesmed in part).

GLOBAL SUBORDINATED DEBENTURES

Unless otherwise specified in the applicable prospectus supplement, we may
issue the subordinated debentures in whole or in part in global form that will
be deposited with, or on behalf of, a depositary identified in the applicable
prospectus supplement. Glcbal subordinated debentures may be issved only in
fully registered form and in either temporary or permanent form. Unless and
until a global subordinated debenture is exchanged in whole or in part for
individua! subordinated debentures, the depositary holding such glabal
subordinated debentyre may transfer the global subordinated debenture only to
its nominee or successor depositary (or vice versa) and only as a whole. Unless
otherwise indicated in the applicable prospectus supplement for the subordinated
debentures, the depositary for the glcbal subordinated debentures will be The
Depository Trust Company. The laws of some jurisdictions require that certain
purchasers of securities take physical delivery of the securities in
certificated form. Such limits and laws may impair the ability to transfer
beneficial interests in global subordinated debentures.

The specific terms of the depositary arrangement for the subordinated
debentures will be described in the applicable prospectus supplement, We expect
that the applicable depositary or its nominee, upon receipt of any payment of
principal, premium or interest in respect of & permanent global subecrdinated
debenture, immediately will credit the accounts
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of Lts participants with payments in amounts proportionate to their respective
beneficial interests in the aggregate principal amount of such global
subordinated debenture as shown on the records of the depositary or its nominee.
We also expect that payments by participants to owners of beneficial interests
in a global subordinated debenture held through such participants will be
governed by standing instructions and customary practices, as is now the case
with securities held for the accounts of customers in bearar form or registered
in "streer name.™ Such partieipants will be responsible for those payments,

Unless otherwise specified In the applicable prospectus supplement, if at
any time the applicable depositary is unwilling, unable or ineligible to
continué as depositary for the subordinated debentures, we will appoint a
successor depositary with respect to the subordinated debentures., If we do not
appoint & successor depositary within 90 days after we receive such notice or
became aware of such ineligibility, we will issue individual subordinated
debentures of such.series in exchange for the global subordinated debenture
representing such individual subordinated debentures. In additien, unless
otherwise specified in the applicable prospectus supplement, we may determine at
any time angd in our sole discretion, subject to any limitations described in the
applicable prospectus supplement, to have the subordinated debentures no longer
represented by one or more global subordinated debentures. In that event, we
will issue individual subordinated debentures of such series in exchange for the
global subordinated debenture or global subordinated debentures. Furthermore, if
we go specify with respect to the subordipated debentures, a beneficial owner
may receive, on terms sacceptable to us, the subordinated indenture trustee and
the depositary, individual subordinated debentures in exchange for its
beneficial interests, subjest to any limitations described in the applicable
prospectus supplement. In that case, a beneficial owner will be entitled to
physical delivery of individual subordinated debentures equal in principal
amount tc its beneficial interest and to have the subordinated debenturea
registered in its name. We will issue individual subordinated debentures so
issued in denominations of $25 and integral multiples thareof unless otherwise
indicated in the applicable prospectus supplement or otherwise specified by us.

PAYMENT ARD PAYING AGEMTS

Unless otherwise indicated in the applicable prospectus supplement, we will
pay the principal of and any premium or interest on the subordinated debentures
at the office of the subordinated indenture trustee or at the office of any
paying agent as we may designate in the applicable prospectus supplement. We may

at any time designate additional paying agents or rescind the designation of any
paying agent,

Unless otherwise indicated in the applicable prospectus supplement, we will
pay any interest on a subordinated debenture to the person or entity in whose
name the subordinated debenture is registered at the close of business on the
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regular record date for such interest, except in the case of interest which is
payable, but is not punctually paid or duly provided for, on any interest
payment date. If we elect, we may make payment of this defaulted interest:

— to the persons in whose pames the subordinated debentures are registered
at the close of business on a special record date for the payment of the

defaulted interest, which will be fixed as provided in the subordinated
indenture; or

in any other lawful manner not inconsistent with the reguirements of any
securities exchange on which we may list such subordinated debentures, and
upon such notice as may be required by such exchange, if, after we notify
the subordinated indenture trustee of the proposed payment, the
subordinated indenture trustee deems such manner of payment to be
practicable.

OPTION TO DEFER INTEREST PAYMENTS

If so provided in the applicable prospectus supplement, So long as an event
of default with respect to the subordinated debentures has not occurred and is
not continuing, we will have the right, at any time during the term of the

16
<BAGE>
subordinated debentures, to defer the payment of interest for such number of
conhsecutive interest payment periods as may be specified ip the applicable
prospectus supplement, subject to the terms, conditions and covenants, if any,
specified in such prospectus supplement, At the end of each extension period, we
will pay all interest accrved and unpaid, together with interest thereon
compounded quarterly at the rate specifiec for the subordinated debantures, to
the extént permitted by applicable law.

During any extension peried, we may not:

- declave or pay any dividends or distributions on, or redeenm, purchase,

acquire or make & liguidation payment with respect to any of our capital
stock; or

make any payment of principal, interest or premium, if any, on or repay,
repurchase cr redeem any debt securities that rank equally with or junior
in interest to the subordinated debentures or make any guarantee payments
with respect to any guarantee by us of the debt securities of any
subsidiary of ours if such guarantee ranks equally with or junior in
interest to the subordinated debenturms.

However, even during an extension pericd, we may:
~ purchase or acquire our capital stock in connection with the satisfaction
by us of our obligaticns under any employee benefit plans or pursuant to
any contract or security outstanding on the first day of any extension
period requiring us to purchase qur capital stock:

reclassify our capital stock or exchange one class or series of our
capital stock for another class or series of our capital stock;

purchase fractional interests in shares of our capital stock pursuant to
the conversion or exchange provisions of such capital stock or the
security being converted or exchanged;

declare dividends or distributions in our capital stock:
redeem or repurchase any rights pursuant to a rights agrzement; and

make payments under the guarantee related to the trust preferred
securities.

Prior to the termination of any extension period, we may further dafer
payments of interest by extending the extension period but the total duration of
any extension period may not exceed 20 consecytive quarters or extend beyond the
stated maturity of the subordinated debsntures. Once any extensicn pericd
terminates and we have paid all amounts then due, we may commence a new
exténsion period, subject to the terms set forth in this section. No interest
will be due and payable during an extension pericd. If the property trustee of
the Trust is the sole holder of the subordinated debentures, we will give the
regular trustees of the Trust and the property trustee of the Trust notice of
our selection of such extenaion period one business day prior to the earlier of:

- the dage distributions on the trust praferred securities are payable: or

- the date the regular trustees of the Trust are required to give notice, if
applicable, to the NYSE {or other applicable self-regulatory organization)

or to holders of the trust preferred securities of the record or payment
date of such distribution.

The reqular trustees of the Trust will give notice of our selection of such
extension pericd to the helders of the trust preferred securitiea. If the
property trustee of the Trust is not the sole holder of the subordinated
debentures, we will give the holders of the subordinated debentures notice of

our selection of such extension pericd ten business days prior to the earlier
of:

— the interest payment date; or
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- the date upon which we are required to give notice, if applicable, to the
NYSE {or other applicable self-regulatory prganization! or to holders of
the subordinated debentures as of the record or payment date of such
related interest payment.

17
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MODIFICATION OF SUBORDINATED INDENTURE

From time to time, we and the subordinated indenture trustee may medify the
subordinated indenture without the consent of any holders of subordinated
debentures with respect to certain matters, including:

- ta evidence the succession of another corporation to UtiliCorp and the
assumption by any such successor of ocur covenants in the subordinated
indsnture and the subordinated debentures;

to add to our covenants for ths benefit of the holders c¢f the subordinated
debentutes, or ko surrender any right or power therein conferred upon us:

to cure any ambiguity or correct or supplement any provision that may be
defective or inconsistent with any other provision of the subordinated
indenture, provided that such action will not adversely affect the

interests of the holders of the subordinated debentures in any material
respect;

- to conform the subordinated indenture to any amendment of the Trust
Indenture Act;

- to add any additional events of default;

to change or eliminate any provisions of the subordinated indenture,
pravided that any such change or elimination will become effective anly
when there is no security outstanding of any series prior to the execution
of soch moedification that is entitled to the benefit of such provision;

~ t¢ secure the subordinated debentures;

te establish the form or terms of securities of any series and any related
coupons as permitted by the sSuobordinated indenture; or

to evidence or provide for the acceptance of appointment of a successor
subordinated indenture trustee with respect to the securlties of one or
more series, to contain such provisions necessary to confirm that all the
rights, powers, trusts and duties that the predecessor subordinated
indenture trustee is not retiring will continue to be vested in the
predecessor subordinated indenture trustee, and to add to or change any
subordinated indenture provisions necessary to provide for or facilitate

the administration of the trusts by more than ope suberdinated indenture
trustee.

In addition, we and the subordinated indenture trustee may modify certain
rights, covenants and obligations of ours and the rights of heolders of the
subordinated depentures under the subordjnated indenture with the written
consent of the holders of at least a majority in aggregate principal smount of
subordinated debentures. Kowever, unless each affected

holder of subordinated debhenmtures consents, we and the svbordinated indenture
trustee may nat:

- extend the maturity of the subordinated debentures:
reduce the interest rate or extend the time for payment of interest;

change the opticnal redemption or repurchase provigions in a manner
adverse to any holder of subordinated debentures:

otherwise modify the terms of payment of the principal of, or interest {or
premium, if any} on, the subordinated debentures; or

impair any holder's right to bring a suit for the payment of any
principal, lnterest, or premium, if any, on the subordinated debentures on

or after the stated maturity or redemption date for the subordinated
debentuzes;

- reduce the percentage reguired for modification.

SUBORDINATED INDENTURE EVENTS OF DEFAULT

Any one or more of the [ollowing events that has occurred and is continuing

constitutes an event of default under the subordinated indentuze {whatever the
reason for such event of
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default and whether it is voluntary or inveluntary or effected by operation of
law or pursuant to any judgment, decree or order of any court or any order, rule
cr reguiatien of any administrative or governmental body):

- we fail to pay any interest on any subordinated debenture for a period of
30 days after such interest becomes due and payable (subiect to a valid
deterral of interest payments during an extension period);

- we fail to pay the principal of [or premium, if any, on) the subordinated
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debentures for a pericd of three business days after such principal (or

premium) becomes due, whether at maturity, upon redemption, by declaration
. or otherwise;

we fail to deposit any sinking fund payment for a period of three business

days after such deposit becomes due - (if applicable to the subordinated
debenturest};

we fail to observe or perform any other covenant or warranty under the
subprdinated indenture (other than a covenant ¢r warranty included in or
pursuant to the subordinated indenture solely for the benefit of one or
more series of debt securities other than the subordinated debentures] for
a period of 60 days after written notice has been given, by registered or
certified mail, to us by the subordinated indenture trustee, or to us and
the subordinated indenture trustee by the holders of at least 25% in
principal amount of the subeordinated debentures;

1

we fail to pay in excess of $5 million of the principal or interest on any
indebtedness under any bond, subordinated debenture, note or other
evidence of indebtedness for money we have borrowed (including a default
with respect to debt securities of any series other than that series) or
under any mortgage, subordinated indenture or instrument under which there
may be issued or by which there may be secured or evidenced any
indebtedness for money we have horrowed, whether such indebtedness now
exists or shall hereafter be created, when due and payable after the
expiration of any applicable grace period with respect thereto or shall
have resulted in such indebtedness in an amount in &xcess of 55 million
hecoming or being declared due and payable prior tc the date on which it
would otherwise have beacome due and payable, without such indebtedness
having been discharged, or such acceleration having been rescinded or
annulled within a period of 90 days after there shall have been given, by
reégistered or certified mail, to us by the subordinated indenture trustee
or to us and the subordinated indenture trustee by the holders of at least
25% in principal amount of the subordinated debentures:

certain events in bankruptey, insolvency or reprganization of UtiliCorp:
and

- any other event of default with respect to the subordinated debentures.

The holders of not less than a majority in outstanding principal amount of
the subordinated debentures have the right to direct the time, method and place
of conducting any proceeding for any remedy available to the subordinated
indenture trustee. The subordinated indenture trustee or the holders of not less
than 33% in aggregate outstanding principal amount of the subordinated
debentures may declare the principal due and payable immediately upon an event
of default. The holders of a majority in aggregate outstanding principal amount
of the subordinated debenturss may annul such declaration and wailve the default
if the default {other than the non-payment of the principal of subordinated
debentures that has become due solely by such acceleration} has been cured and
there has pbeen depasited with the subordinated indenture trustee:

-~ a sum sufficient to pay all overdue interest and all installments of
principal dus otherwise than by acceleration:
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— interest upon overdue interest at the rates prescribed in the subordinated
debentures (to the extent lawful); and

- all sums paid or advanced by the subordinated indenture trustee.

The holders of not less than a majority in outstanding principal amount of
the subordinated debentures affected thereby may waive, on behalf of the holders
of all of the subordinated debentuzes, any past default under the subordinated
indenture except for a defanlt:

- in the payment of the principal of or interest on any subordinated
debenture [unless such default has been cured and a sum sufficient teo pay
all matured installments of interest and principal due otherwise than by

acceleration has been depositad with the subordinated indenture trustee);
or

in respect of a covenant or provision that cannot be modified or amended
without the consent of the holder of each outstanding subordinated
debenture affected thereby,

CONSOLIDATION, MERGER, SALE OF ASSETS AND OTHER TRANSACTIONS

The subordinated indenture provides that we may not consolidate with or
merge inte any other person or entity or convey, transfer or lease our
properties and assets substantially as an entirety to any person unlesa:

- the corporaticn formed by any such consclidation or continuing im such
merger, or the person that acquires by conveyance or transfer, or that
leases, our properties and assets substantially as an entirety is a
corporation organized and existing under the laws of any domestic
jurisdiction and expressly assumes, our cbligatlons undeér the subordinated
debentures and the subordinated indenture:

. - immediately after giving effect to such transaction, no event of default,

and no event that, after notice or lapse of time, would become an event of
default under the subordinated indenture, wil]l have happened and be
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continuing; and

- we deliver to the subordinated indenture trustee an officers' certificate
and an opinion of counsel, each stating that such ¢onsolidation, merger,
conveyance, transfer or lease complies with the gubordinated indenture and

. that all conditions precedent set forth in the subordinated indenture
telating to such transaction have been complied with.

SATISFACTION AND} DISCHARGE
The subordinated indenture provides that:

- when all suvbordinated debentures not previously delivered to the
sybordinated indenture trustee for cancellation:

- have become due and payable;

~ will become due and payable at their stated maturity within one year:
or

- are to be called for redemption within one year under arrangements
satisfactory to the subordinated indenture trustee for the giving of
notice of redemption by the subordinated indenture trustee in oux
name, and at our expense; and

- we depogit or cause to be deposited with the subordinated indenture
trustee, as trust funds in trust dedicated soclely for such purpose, an
amount in the currency in which the subordinated debenturas are payable
sufficient to pay and discharge the entire indebtedness on the
subordinated debentures not previously delivered to the subordinated
indenture trustee for cancellation, for the principal {and premium, if

any) and interest to the date of the deposit or to the stated maturity, as
the case mny.be,

then the subordinated indenture will cease to be of further effect (except as to
cur obligations to pay all other sums due pursuant to the subordinated indenture
and to provide the officers' certificates and opinions of counsel described
therein), and we will be deemed to have satisfied and discharged the
subordinated indenture. At our expense the
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subordinated indenture trustee will execute proper instruments acknowledging
such satisfaction and discharge.

REDEMPTTON

Unless otherwise indicated in the applicable prospectus supplement, the
subordinated debentures will not be subject to any sinking fund.

Unless otherwise indicated in the applicable prospectus supplement, we may
redeem, at our option, the subordinated debentures in whole at any time or in
part from time to time, at the redemption price set forth in the applicable
prospectus supplement plus accrued and unpaid interest to the date fixed for
redemption. If the subordinated debentures can only be redeemed on or after a
specified date or upon the satisfaction of additional conditions, then the
applicable prospectus supplement will specify such date or describe such
conditions.

Notice of any redemption will be mailed at least 30 days hut not more than
60 days before the redemption date to each holder of subordinated debentures to
be redeemed at such holder's registered address. Unless we default in the
payment of the redemption price, interest will cease to accrue on the
subordinated debentures or portions thereof called for redemption on and after
the redemption date.

GOVERNING LAW

The sybordinated indenture and the subordinated debentures will be governed
by and construed in accordance with the laws of the State of New York.

INFORMATION CONCERNING THE SUBORDINATED INDENTURE TRUSTEE

The suberdinated indenture trustee will have and be subject to all the
duties and responsibilities imposed upon an indenture trustee under the Trust
Indenture Act. Subject to such provisions, the subordinated indenture trustee
has no obligation to exercise any of its rights or powers under the subordinated
indenture at the request or direction of any holder of a subordinated debenture,
unless the subordinated indenture trustee is offered reasonable security or
indemnity by such holder against the costs, expenses and liabilities that might
be incurred thereby. The subordinated indenture trustee is not required to
expend or risk its own funds or otherwise incur any personal financial liability
in the performance of any of its duties or in the exercise of any of its rights
or powers, if the subordinated indenture trustee reasonably believes that
repayment of funds or adequate indemnity is not reasonably assured to it.

DESCRIPTION OF TRUST PREFERRED SECURITIES

The following description of certain terms of the trust preferred securities
is a summary and is not complete. You should refer to the Trust Indanture Act
and the form of the amended and restated declaration of trust, including
definitions of certain terms used therejin, that is filed as an exhibit to, or
incorporated by reference into, the registration statement.
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The regular trustees, on behalf of the Trust and pursuant to the declaraticn
of trust, will issue one class of trust preferred securities and one class of
trust common securities, The trust securities will represent undivided
beneficial ownership interests in the assets of the Trust.

GENERAL

Except as described below, the trust preferred securities will rank equally,
and payments will be made thereson proportionately, with the trust common
securities. The property trustee of the Trust will hold legal title to the debt
securities in trust for the benefit of the holders of the trust securities. We
will execute a guarantee agreement for the benefit of the helders of the trust
preferred securities, The guarantee will not guarantee the payment of
distributicns las defined below) or any amounts payable on redemption or
liguidation of the trust preferred securities when the Trust does not have funds
on hand available to make such payments. Certain material United States federal
income tax conseguences and special
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considerations applicable to the trust preferred securities will be described in
the applicable prospectus supplement.

DISTRIBUTIONS

Distributions on each trust preferred security will accumulate and be
payabla at 3 rate specified in the applicable prospectus supplement. The amqunt
of distributions payable for any pericd will be computed on the basis of a
360-day year of twelve 3D=-day months and the actual number of days elapsed per
30~day month unless otherwise specified in the applicable prospectus supplement.
Distributions that are in arrears will accumulate additional distributions at
the rate per apnum if and as specified in tha applicable prospectus supplement.
The term "distributions™ means cumulative cash distributions that accumulate at
the per annum tate specified in the applicable prospectus supplement, together
with any additional amecunts unless ctherwise stated.

Unless otherwise specified in the applicable prospectus supplement,
distributions on the trust preferyed securities will bpe cumulative, wiil
accumuiate from the date of original issuvance and will be paysble on such dates
ay are specified in the applicable prospectus supplement. If the date on which
any distributions on the trust securities are payable is not a business day {as
defined below), then payment of such distributions will be made on the next
business day (without any interest or other payment in respect of any such
delay), provided that if such next business day falls in the next calendar year,
then payment of such distributions will be made on the business day immediately
preceding the payment date. A "business day” means any day other than a Saturday
or Sunday or a day on whith banking institutions in Wew York City are authorized
or required by law or executive order to remain cilosed, or a day on which the

indentore trustme, or the principal office of the property trustee, is closed
for business.

1f provided in the applicable prospectus supplement, wa will have the right
under the indenture to defer payments of interest on the debt securities from
time to time by extending the applicable interast payment period for s period or
periods that will be specified in the applicable prospectus supplement. If we
exsrcise our right to defer interest payments on the debt sefuritiea, then any
payments of distributions on the trust preferred securities also would be
deferrad. During an extension period, interest will continuwe to accrue on the
debt securities {compounded quarterly}), and, as a result, distributions would
continue to accumulate at the rate per annum 1f and as specified in the
applicable prospectus supplemsnt. During any extension period, we may not:

- declare or pay any dividends or distributions on, or redeem, purchase,

agquire, or make a ligquidation payment with respect to, any of our capital
stock;

- make any payment of principal, interest or premium, if any, on or zepay.
repurchase or redeer any debt securities that rank egually with or juhior
in interest to the debt securities or make any guarantee paymants with
respect to any guarantee by us of the debt of any subsidiary of ours if

such guarantee ranks equally with or junior in interest to the debt
securities.

However, &ven during an extension pericd, we may:

- purchase or acguire our capital stock in conmection with the satisfaction
by us of our obligations under any employee benefit plans or pursuant to
any contract or security cutstanding on the first day of any extension
pariod requiring us to purchase our capital stock:

reclassify our capital stock or exchange or convert one class or series of
our capital stock for ancother class or series of our capital stock:

purchase fractional interests in shares of cur capital stock pursuant to
the conversion or exchange provisions of such capital sfock or the
security being converted or exchanged:

declare dividends or distributions in our capital stock;
22
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= redeem or repurchase any rights pursuant to a rights agreement; and
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- make payments under the guarantee related to the trust preferred
securities.

Prior to the termination of any extension peried, we may further axtend the
extension period, but the total duraticn of any extension pericd may not exceed
20 consecutive guarters or extend beyond the stated maturity of the debt
securities. Once any extension period terminates and we have paid all amounts
then due, Woe may commence a new extension period, provided that such extensien
pericd together with all extensions thereof may not exceed 20 quarters or extend
bevond the stated maturity of the debt securities. Once an extension period has
terminated, any deferred distributions, including accumulated additional
amounts, will be paid ¢o those holders of racord of the trust securities
appearing on the books and records of the Truat on the first record date,
following the termination of such extension period.

It is expected that any revenue available for the payment of distributions
to holders of the trust preferred securities will be limited to payments we make
to the Trust under the debt securities. If we do not make interest payments on
the debt smecurities, then the property trustee will not have any funds availsble
to pay distributions on the trust preferred securities. The payment of
distributions |if and to the extent the Trust has funds legally available for
the payment of such distributions and cash sufficient to make such payments) is
guaranteed by us as sat forth under "Description of the Guarantee."

The property trustee will pay distributions to the holders of the trust
preferced sacurities as such holders appear on the Trust's securities register
on the relevant record dates. As long as the trust preferred securities are
represented by ope or more global securities, the relevant recorcd dates will be
the close of business on the business day next preceding each distribution date,
unlesas a different reqgular record date is established or provided for the
corresponding interest payment date on the debt securities. If any trust
preferred securities are not represented by global securities, then the relevant
recard date faor such trust preferved securities will be the date, at least
15 days prior to the relevant distributior date, that is specified in the
aprlicable prospectus supplement.

REDEMPTION OR EXCHANGE

MANDATORY REDEMPTION. OUnless otherwise specified in the applicable
progpectus supplement, if the debt securities held by the Trust are repaid or
redeemed in whole or in part, either upon their maturity date or earlier, then
the property trustee will use the proceeds from such repayment of redefmption to
redeem trust securities having an aggregate liquidation amount equal to the
aggregate principal amount of the debt securities being repaid or redesmed. The
redemption price per trust security will be equal to the aggregate stated amount
of the trust securities being redeemed pius any accumulated and unpaid
distributions thereon to the date of redempticn plus the related amount of the
premium, if any, we paid upon the concurrent redemption of the debt securities.
In the event of a partial redemption, the trust securities will be redeemed
among all of the helders of trust securities on a pro rata basis. Holders of the

trust securities will receive at least 30 days but not more than 0 days notice
ot such redemption.

TAX EVENT REDEMPTION. 1If a tax event {as defined below} vccurs and is
continuing, wa will have the right to redeem the debt securities in whele (but
not in part) and thereby cause a mandatory redemption of the trust gecurities in
whole {(but not in part} at the redemption price within 90 days following the
occurrence of such tax event. In the event a tax event has ocfurs and is
continuing and we do not elect to redeem the debt securities (thereby causing 2
mandatory redemption of the trust preferred securities} or to liguidate the
Trust (causing the debt securities to be distributed to holders of the trust
securities), the trust preferred securities will remain outstanding.

*Tax event" means the receipt by us and the Trust of an opinion of counsel,
rendered by Blackwell Sanders Peper Martin LLP or anoiher law firm having a
recognized national tax practice, to the effect that, as a result of any
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amendment ta, change in or announced proposed change in the laws {ar any
regulaticons thereunder) of the United States or any political subdivisien or
taxing apthority thereof or therein, or as a result of any official
administrative decision, pronocuncement, judicial deeision or actiocn lnterpreting
or applying such laws cor regulations, which amendment or change is effective or
such proposed change, preonocuncement, action or dacision is announced on or after
the date on which the trust preferred securities are issued and scld, there is
more than an insubstantial inecrease in the risk that:

~ the Trust is, or within 90 days of the date of such opinion will be,
subject to United States federal income tax with respect to income
received or accrued on the debt securities;

interest payable by us on the debt securities is not, or within 90 days of
the date of such opinjion, will not be, deductible by us, in whole cor in
part, for United States federal income tax purposes; or

the Trust is, or within 90 days of the date of such opinion will be,
subject to more than a de minimis amount of other taxes, duties or orther
governmental charges.

DISTRIBUTION OF DEBT SECURITIES. Unless otherwise specified in the
applicable prospectus supplement, we will have the right to dissolve the Trust
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at any time and, after satisfaction of any liabilities teo creditors of the Truat
a3 provided Py applicable law, to cause the debt securities to be distribputed
pro rata to the holders of the trust securities in liquidation of the Trust.

hfter the date fixed for any distribution of debt securities;

- the trust preferred securities will no longer be deemed to be cutstanding;
and

= any certificates representing the preferred securities will be deemed to
represent debt securities in a principal amount equal to the liquidation
amount of the trust preferred securities, bearing accrued and unpaid
interest in an amount equal to the accumulated and unpaid distributions on
the trust preferred securities, until such certificates are presented to
the regular trustees or their agent for transfer ¢r reissuance.

There can be no assurance as to the market prices for the trust preferred
securities or for the debt securities that may be distributed in exchange for
trust preferred securities upon dissolution or ligquidation of the Trust,
Aeccordingly, the trust preferred securities that an inwvestor may purchase, cr
the debt securities that such investor may receive upon dissolution or
liquidation of the Trust, may trade at a discount to the price that such
investor paid to purchase the trust preferred securities offered hereby.

REDEMPTION PROCEDURES

Any trust preferred securities being redeemed will be redeemed by the Trust
at the applicable redemption price with the proceeds received by the Trust from
our contemporanecus redemption of the debt securities. Redemptions of trust
preferred securities will be made and the applicable redemptiorn price will be
payable only to the extent that the Trust has funds on hand available for the
payment of such redemption price.

If the Trust notifies the holders of the trust preferred securities of a
redemption and if the trust preferred securities to be redeemed are issued in
global form, then ¢n the applicable redemption date, the property trustee will
deposit irrevocably with the depositary for the trust preferred securities funds
sufficient to pay the applicable redemption price, to the extent funds are
available. In addition, the property trustea will give the depositary
irrevocable instructions and authority to pay the redemption price to the
beneficial owners of the trust preferred securities. If the trust preferred
securities are not issued in glopal form, then the property Lrustee will pay the
applicable redemption price to the holders of the trust preferred securities by
check mailed to their respective addresses appearing on the register of
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the Trust on the redemption date. In addition, the property trustee will give
such paying agent irrevocable instructions and authority to pay the redemption
price to the holders of the trust preferred securities upon surrender of their
certificates evidencing the trust preferred securities. Notwithstanding the
foregoing, distributions payable on or prior to a redemption date for the trust
preferred securities will be payable to the holders of the trust preferred
securities on the relevant record dates for the related distribution dates. If a
notice of redemption has been given and funds have been deposited as required,
then upon the date of such deposit, all of the rights of the holders of the
trust preferred securities to be redeemed will cease, except for the right of
such holders to receive the redemption price (without interest thereon), and the
trust preferred securities will cease to be outstanding. If the redemption date
is not a business day, then payment of the applicable redemption price will be
made on the next business day {(and without any interest or other payment in
respect of any such delay). If, however, the next businass day falls in the neut
calendar year, then payment of the redemption price will be made on the business
day immediately preceding the redemption date.

If any payments for the redemption of any trust preferred securities are
improperly withheld or refused and not paid either by the Trust or by us
pursuant te the guarantee relating to the trust preferred securities, then
distributions on the trust preferred securities will continue to accumulate at
the then applicable rate, from the redemption date originally established by the
Trust until the date upon which such redemption payments actually are paid, in
which case the actual payment date will be the date fixed for redemption for
purposes of calculating the applicable redemption price.

Subject to applicable law {including, without limitation, U.S. federal
securities laws), we Or our subsidiaries may purchase at any time and fzom time

to time outstanding preferred securities by tender, in the open market or by
private agreement.

Any notice of the redemption of trust securities or the distribution of debt
securities in exchange for trust securities will be mailed to each holdar of
trust preferred securities being so redeemed at least 30 days but not more than
60 days before the applicable redemption date, at such holder's registered
address. Unless we default in the payment of the redemption price on tha debt
securities, interest will cease to accrue on the debt securities or portions
thereof (and distributions will cease to accumulate on the trust preferred

securities or portions thereof} called for redemption on and after the
redenption date.

SUBORDINATION OF TRUST COMMON SECURITIES

The payment of distributions on, and any payment upon redemption of, the
trust preferred securities and trust common securities, as applicable, will be
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made pre¢ rat2 based on their respective liquidation amounts, If, however, an
event of default under the indenture [which is also a "trust enforcement event"
under the declaratien of trust) has occurred and continues on any distributien
date or redemption date, then the amounts payable on such date will not be made
on any of the trust common securities, and no cother payment on account of the
redemption, liquidation or other acguisition of any trust common securities will
be made until 2l) accumulated and unpaid distributions or redemption payments,
as the case may be, on all of the oputstanding trust preferred securities for
which distributions are to be paid or that have been called for redemption, as
the case may be, are fully paid. All funds available to the property trustee
first will be applied to the payment in full in cash of all distributions on, or
the redemption price of, the trust preferred segcurities than due and payable.
The Trust will not issue any securities or other interests in the assets of the
Trust other than the trust preferred securities and the trust common Securities.

In the event that a trust enforcement event has occurred and is continuing
with respect to the trust preferred securities, then we, as scle holder of the
trust common securjities, will be deemed to have waived any right to act with
respect to any such trust enforcement event until
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the effect of such trust enforcement event with respect to the trust preferred
securities has been cured, waived or otherwise sliminated. Uptil such trust
enforcement event has been so cured, waived or otherwlse eliminated, the
property trustee will act solely on behalf of the holders of the trust preferred
securities and not on behalf of us, as holder of the trust common securities,
and only the holders of the trust preferred securities will have the right to
direet the property trustee to act on their behalf.

DISSOLUTION OF THE TRUST AND DISTRIBUTIONS UPON DISSOLUTION

Unless otherwise specified in the applicable progpectus supplement, pursvant
te the declaration of trust, the Trust will automatically dissolve upon the
expiration of its term or, if earlier, shall dissolve on the first ko occur of:

certain events of bankruptcy, dissolution or liquidation of UriliCorp:

the written direction to the property rrustee from us at any time to

gisselve the Trust and to distribute the debt securities in exchange for
the trust securities;

redemption of all of the trust preferred securities; and

the entry of an order for the dissolution of the Trust by a court of
competent jurisdiction.

If an early dissolution cccurs as described in the first, second and fourth
clauses above, the Trust will be liquidated by the trustees as expeditiously as
the trustees determine to be possible by distributing, after satisfaction of
liabilities to creditors of the Trust as provided by applicable law, to the
holders of the trust securities in exchange therefor debt securities, unless
such distribution is determined by the property trustee not to be practical, in
which event the holders of the trust securities will be entitled to receive out
of the assets of the Trust distributions in cash or other immediately available
funds to the extent such funds are available for distribution after satisfaction
of the Trust's liabilities to any creditors. The amount of each liquidation
distribution will be equal to the stated liguidation amount plus accumulated and
unpaid distributiens thereon te the date of payment. If, however, debt
securities are to be distributed in connection with such liquidation, then the
holders of the trust securities will receive debt securities in an aggregate
principal amcunt equal to the stated liquidation amount of the trust securities,
with an interest rate identical to the distribution rate of, and accrued anc

unpaid interest equal to accumulated and unpaid distributions on, such trust
securities.

If the ligquidatlion distribution can be paid only in part because the Trust
has insufficient assets available to pay the aggregate amount in full, then the
amounts payable directly by the Trust on the trust securities will be paid on a
pro rata basis. We, as scle holder of the trust common securjties, will be
entitled to receive liquidation distributions on a pro rata basis with the
holders of the trust preferred securities, except that if an event of default
under the indenture has occurred and is continuing, then the trust preferred
securities will have a preference over the trust common securities with regard
to such liquidation distributions.

TRUST ENFORCEMENT EVENTS; NOTICE

Under the declaration of trust, holders of trust securities have certain
rights in the @vent that any event of default under the indenture has occurrad
and continues With respect to the trust securities issued under the declaration.
If a trust enforcement event has occurred and is continving, the trust preferred
sacurities will have a preference over the trust common Securities upon
dissolution of the Trust, as described above.

The property trustee will transmit by mail, first class postage prepaid,
notice of each trust enforcement event to the holders of the trust securities
within 90 days of the occurrence of the trust enforcement event. We and the
regular trustees are required to file annually with the property trustee a
certificate as to whether or not we are in compliance with all the conditions
and covenants applicable to us under the declaration of trust as well as any
reports that they may be required to file under the Trust Indenture Act.
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REMOVAL OF TRUSTEES

The holder of the trust common securities may remove any trustee with or
without cause at any time. The removal of a property trustee, howaver, will not
be effective until a successor trustee possessing the qualifications to act as a

property tyustee has accepted an appointment as property trustee in accordance
with the provisions of the declaration of tyust.

MERGER OR CONSQLIDATION QOF TRUSTEES

Any entity into which the property trustee, the Delaware trustee or any
reégular trustee that is not a natural persen may be merged or convertad or with
which it may be consolidated, or any entity resulting from any merger,
conversion or consolidation to which such trustee may be a party, or any entity
succeeding to all or substantially all the corporate trust business of such
trustee, will be the successor of such trustee under the declaration of trust,
provided that such entity is otherwise qualified and eligible,

MERGERS, CONSOLIDATIONS OR AMALGAMATIONS

The Tryst may not consolidate with, convert inte, amalgamate or merge with
or into, be replaced by or convey, transfer or lease its properties and assets
substantially as an eatirety to any corporation or other body, except as
described below. At our request and with the consent of a majority of the
reqular trustees, and without the consent of the holders of the trust preferred
securities, the Delaware trustee or the property trustee, the Trust may
consolidate with, convert into, amalgamate or merge with or into, be replaced by
or convey, transfer or lease its properties substantially as an entirety to a
trust crganized under the laws of any state. Such comsolidation, conversion,
amalgamation, merger, replacement, conveyance, transfer or lease will be
subject, however, to the following limitatione:

- if the Trust is not the successor entity, then the successor entity elther
mast;

- expressly assume all of the Trust's cbligations with respect to the
trust securities; or

substitute for the trust securities other securities having
substantially the same terms as the trust securities, so long as these
substitute securities rank the same as the trust securities with

respect to distributions and payments upon liquidation, redemption and
otherwise;

we must expressly appoint a trustee of a successor entity possessing the

same powers and duties as the property truste= as the holder of the debt
securities;

the trust preferred securities or any substitute securities must be
listed, ox any substitute securities must be listed upon notification of
issuance, on any national securities exchange or with any other

organization on which the trust preferred securities ara then listed or
guoted;

such consplidation, conversion, amalgamation, merger, replacement,
conveyance, transfer or lease must not cause the trust preferred
securities [(includihg any substitute securities] to be downgraded by any
nationally recognized statistical rating organization:

such consolidation, conversion, amalgamation, merger, replacement,
conveyance, transfer or lease must not adversely affect the rights,
preferences and privileges of the holders of the trust praferred
securities (including any substityte secyrities)} in any material respect:

such successor entity must have a purpose substantially identical to that
of the Trust:;

prior ta such conselidation, conversion, amalgamation, merger,
replacement, conveyance, transfer or lease, we must have received an

opinion of independent counsel to the Trust experienced in sSuch matters to
the effect that:

- such consolidation, cobversion, amalgamation, merger, replacement,
cohveyance, transfer or lease does fnot adversely affect the rights,
preferences and privileges of the
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helders of the trust securities {inclpding any substitute securities!
in any material respect;

fellowing such consolidation, conversion, amalgamation, merger,
replacement, conveyance, transfer or lease, neither the Trust nor such

successor antity will be required to register as an investment company
under the Investment Company Act; and

following such consolidation, conversion, amalgamation, mergar,
replacement, conveyance, transfer or lease, the Trust {or the
successor entity}l wiil continue to be classified as a grantor trust
for United States federal income tax purposes;
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- we Or any permitted Successor or assignee must own all of the trust comman
securities and must guarantee the obligations of Such Successor entity
under the substitute securities, at least te the extent provided by the
guarantee related to the trust preferred securities: and

- such successor entity must expressly assume all of the ckhligations of the
Trust.

Notwithstanding the foregoing, unless holders of 100% in aggregate liguidation
amount of the trust securlties give their consent, the Trust will not
cansolidate with, convert into, amalgamate or merge with or into, or be replaced
by or convey, transfer or lease its properties and assets substantially as an
entirety to, any other entity or permit any other entity to comsolidate,
amalgamate, merge with or into, or replace it, if such consolidation,
conversion, amalgamation, merger, replacement, conveyance, transfer or lease
would cause the Trust or the successor entity to be classified as other than a
grantor trust for United States federal income tax purposes or would cause each
holder of trust securities not to beé treated as owning an undivided beneficial
ownership interest in the debt securities.

VOTING RIGHTS; AMENDMENT OF DECLARATION

Except as provided below and as otherwise required by the declaration of
trust, the Delaware Business Trust Act, the Trust Indenture Act and ather
applicable law. the holders of the Lrust securities will have no voting rights.

Subject te the requirement of the property trustee obtaining a tax opinien
in certain circumstances set forth in the last sentence of this paragraph, the
holders of not less than a majority in aggregate liguidation amcunt of the trust
preferred Securities, voting separstely as a class, have the right to direct the
time, method and place of conducting any proceeding for any remedy available to
the preoperty trustee, or to direct the exercise of any trust or power conferred
upen the property trustee under the declaration of trust. This includes the
right to direct the property trustee, as holder of the deabt securities, teo:

- exercise the remedies available to it under the indenture;

~ consent to any amendment or modification of the indenture or the debt
securities where such consent will be required; or

- waive any past default and its consequences that 1s waivable under the
indenture; provided that if an event of default under the indenture has
occurred and is continuing, then the holders of not less than 25% of the
aggregate liquidaticn amount of the trust preferred securities may direct
the property trustee to declare the principal of and interest on the debt
securities due and payable; and provided further that where a consent or
actien under the indenture would require the consent or act of the holders
of more than a majority of the aggregate principal amount of debt
securities affected thereby, the property trustee crly may give such
consent or take such action at the dirsction of the holders of at least
the same proportion in aggregate stated liquidation smount of the
preferrad securities.
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The property trustee will notify all holders of the trust preferred securities
of any notice of any event of defaunlt under the indenture that it has received
from us. The notice will state that the event of default also constitutes a
trest enforcement event. Except with respect to directing the time, method and
place of conducting 2 proceeding for a remedy, the property trustee will have no
obligation to take any of the actions described in the first and second bullets
above unless it first obtains an opinion of independent tax counsel axperienced
in such matters to the effect that, as a result of such action, the Trust will
not fail to be classified as a granter trust for United States federal income
tax purposes and that each holder of trust securities will be treated as owning
an undivided beneficial ownership interest in the debt securities.

In the event the consent of the property trustee, as the holder of the debt
securities, is required under the indenture with respect to any amendment or
modification of the indenture, the property trustee will request the direction
of the holders of the trust securities with respect to such amendment or
modification and will vote with respect to such amendment or modification as
directed by the holders of a majority in stated liquidation amount of the trust
securities voting together as a single class; provided that where a consent
under the indenture would require the consent of the holders of more than a
majority of the aggregate principal amount of the debt securities, the property
trustee only may give such congent at the direction of tiie holders of at least
the same proportion in aggregate stated liquidation amount of the trust
securities. The property trustee will not take any action in accordance with the
directions of the holders of the trust securities unless the property trustee
has cbtained an opinion of independent tax counsel to the effect that the Trust
will not be classified as other than a grantor trust for Ynited States federal
income tax purposes as a result of such action, and that each holder of trust

securities will be treated as owning an undivided beneficial ownership interest
in the debt securities.

A waiver of an event of default under the indenture with respect to the debt

securities will constitute a waiver of the correspending trust enforcement
event.-

Any required approval or direction of holders of trust preferred securities
may be given at a separate meeting of holders of preferred securities convened
for such purpose, at a meeting of all of the holders of preferred securities or
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pursuant te written conSent. The regular trustees will cause a notice of any
meeting at which holders of trugt preferred securities are entitled to vote to
be mailed to each holder of record of trust preferred securlties. Each notice
will include a statement setting forth:

- the date of the meeting;

- a description of any resolution proposed for adopticn at the meeting on
which the holders are entitled to vote; and

- instructions for the delivery of proxies.
No vote or consent of the heolders of trust preferred securities will be
required for the Trust to radeem and cancel trust preferred securities or

distribute debt securities in accordance with the declaration of trust and the
terms of the trust securities.

Notwithstanding that holders of trust preferred sacurities are antitled to
vote or consent under any of the circumstances described above, any ¢f the trust
préeferred securities that are owned at such time by uas, the trustees or any
entity directly or indirectly controlled by, or under direct or indirect cammon
control with, us or any trustee will not be entitled to vote or consent and
will, for purposes of such vote or consent, be treated as if such trust
preferred securities were not outstanding.

Except during the continuance of an event of default under the indenture,
the holders of the trust preferred securities will have no rights to appoint or
remove the trustees, Who may be appointed, removed or replaced solely by us as
the holder of all of tha common trust securities. If an event of default has

occurred and is continuing, the property trustée and the Delaware trustee may be
removed and replaced
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by the holders of a majority in liquidation amount of the trust preferred
gecurities.

GLOBAL PREFERRED SECURITIES

Unless otherwise specified in the applicable prospectus supplement, the
trust preferred securities may be issued in wheole or in part in global form that
will be deposited with, or on behalf of, a depositary identified in the
applicable prospectus suppiement. Glcobal trust preferred securities may be
issued cnly in fully registered form and in either temporary or permanent form.
Unless and until a global tyust preferred security is exchanged in whole or in
part for the individual trust preferred securities represented thereby, the
depositary holding the global trust preferred security may transfer the global
trust preferred security only to its nominee or successor depositary (or vice
versa) and only as a whole. Unless otherwise indicated in the applicable
prospectus supplement for the trust preferred securities, the depositary for the
glebal trust preferred securities will be The Depository Trust Cempany. The laws
of some jurisdictions require that certain purchasers of securities take
physical delivery of such securities in certificated form. Such limite and laws
may impair the ability to tranafer beneficial interests in global trust
preferred securities,

The specific terms of the depcsitary arrangement for the trust preferred
securities will be described in the applicable prospectus supplement. We expect
that the applicable depositary or its nominee, upon receipt of any paymant of
liguidation amount, premium or distributicns in respect of a permanent global
trust preferred security representing any of the trust preferred securities,
immediately will credit participante' accounts with payments in amounts
proportionate to their respective beneficial interests in the aggregate
principal amount of such global trust preferred security as shown on the records
of the depositary or its nominee. We also expect that payments by participants
to beneficial owners will be governed by standing instructions and customary
practices, as is now the case with securities held for the accounts of customers
in bearer form or registered in “street name." Such payments wWill be the
responsibility of such participants.

Unless otherwise specified in the applicable prospectus supplement, if at
any time the depositary is unwilling, unable or ineligible to continue as a
depositary for the trust preferred securities, the Trust will appoint a
successor depositary with raspect to the trust preferred securities. If a
successor depositary is not appointed by the Trust within 90 days after the
Trust receives such notice or becomes aware of such ineligibility, the Trust's
election that the trust preferred securitjes be represented by one or more
global trust securities Will no longer be effective, and a regular trustee on
behalf of the Trust will execute, and the property trustee will authenticate and
deliver, trust preferred securities in definitive registered form, in any
authorized denominations, in an aggregate stated ligquidation amount equal to the
principal. amcunt of the global trust praferred securities representing the trust
prefaerred securities in exchange for such global trust preferred securities. In
addition, the Trust may at any time and in its sole diseretion, subject to any
limitations described in the applicable prospectus supplement, determine not to
have any trust preferred securities represented by one or more global trust
preferred securities, and, in such event, 2 regular trustee on behalf of the
Trust will execute and the property trustee will authenticate and deliver trust
preferred securities in definitive registered form, in an aggregate stated
liguidation amount equal to the principal ameunt of the global trust preferred
securities representing such trust preferred securities, in exchange for such
glohai trust preferred securities.

7/30/2007 12:05 PM



36 of 41

hitp://cfdocs.bbwebds bloomberg.com:27638/pub/edgar/2001/01/31/...

PAYMENT AND PAYING AGENCY

Payments in respect of the trust preferred securities will be made to the
applicable depositary, which will credit the relevant participants® accounts on
the applicable distribution dates or, if the trust preferred securitlies are not
heid by a depositary, such payments will be made by check mailed to the address
of the holgsr of the trust preferred security that appear on the Trust's
sacurity register. Unless cotherwise specified in the applicable prospectus
supplement, the paying agent for the trust preferred securities initially
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will be the property trustee. The paying agent will be permitted to resign as
paying agent upon 30 days' written notice to the property trustee and us.

REGISTRAR AND TRANSFER AGENT

Unless ctherwise specified in the applicable prospectus gsupplement, the
property trustee will act as registrar and transfer agenr for the trust
preferred securities.

Begistration of transfars of trust preferred securities will be made witheout
charge by or on behalf of the Trust, but the Trust may require payment of any
tax or other goverrmental charges that may be imposed in connection with any
transfer or exchange of trust preferred securities.

INFORMATION CONCERNING THE PROPERTY TRUSTEE

The property trustee will not be liable for any action taken, suffered or
omitted to be taken by it without negligence, in good faith and reasonably
believed by it to be authorized or within the discretion, rights or powers
conferred upon it by the declaration of trust., The property trustee will be
under no obligation tp exercise any rights or powers vasted in it by the
declaration of trust at the request of o holder of trust securities, unless the
hoider provides the property trustee security and indemnity, reasonably
satisfactory to the property trusteée, agalnst the costs and expenses and
liabilities that might be incurred.

DESCRIPTION OF THE GUARANTEE

The following description of cextain terms and provisions ©f Lhe guarantee
is a symmary and is not complete. You should refer to the form of guarantee
{including the definitions therein of certain teyms) that is filed as an exhlbit

to, or incorporated by reference into, the registration statement, and to the
Trust Indenture Act. ’

Pursuant to and for the purposes of compliance with the Trust Indenture Act,
the guarantee will qualify as an indenture.

GENERAL

To the extent set forth in the gquarantee and except to the extent paid by
the Trust, we will lrrevocably and unconditionally agree to pay the holders of
the trust securities tha guarantee payments {as defined below}, in full, as and
when due, regardless of any defense, right of set-off or counterclaim that the
Trust may have or assert. The payments subiject ta the guarantee include:

- any accumulated and unpaid distributions that are reguired to bs paid on
the trust securitries, to the extent the Trust has funds available
therafor;

the redemption price, including all accumulated and unpsid distributions
to the date of redempticn, with respect to the trust securities, to the
extent the Trust has funds available therefor:

the repayment price, including all accumulated and unpaid distributions to
the date of repayment, to the extent the Trust has funds available
therefor; and

upon a voluntary or involuntary dissolution, winding-up or termination of
the Trust (other than in connection with the distribution of debt
securities to the holders in exchange for the trust securities, as
provided in the declaretion of trust}, the lesser of:

- the aggregate of the stated liguidation amount and all sccumulated and
uynpaid distributions on the trust securities to the date of payment,
ta the extent the Trust has funds available therefor; and

- the amonnt of assets of the Trust remajining available for distribution
to holders of the trust gecurities in liquidatlon of the Trust.

Our cbligation to make 2 guaranteed payment may be satisfied by direct payment
of the required amounts by us to the holders of trust
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preferred securities or by causing Lhe Trust to pay such amounts to sach
holders.

If a trust enforcement avent has occurred and is continuing, the rights of
holders of the trust common securities to receive guaranteed payments will be

subordinated to the rights of holders of trust preferred securities to recelive
guaranteed payments.
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The guarantee will apply only to the extent the Trust has funds available to
make payments with respect to the trust securities. If we do not make interest
payments on the debt securities owned by the Trust, the Trust will not have
funds available to pay distributions on the tiust preferred sacurities.

Through the guarantee, the debt securities and the indenture, taken
together, we have fully and unconditionally dJuaranteed all of the Trust's
obligations under the trust securities. No single document standing alone or
coperating in conjunction with fewer than all of the other documents constitutes
such guarantee. It is only the combined operation of the documents that has the
effect of providing a full and unconditional guarantee of the Trust's
obligations under the declaration of trust.

STATUS OF THE GURRANTEE

The guarantee will constitute a guarantee of payment and not of collection.
Any beneficiary of the guarantee may institute a legal proceeding directly
against us te enforce such rights under the guarantee witrhout instiruting a
legal proceeding against any other person or entity.

CERTAIN COVENANTS QF UTILICORP

We will covenant that, 5o long as any trust securities remain outstanding,
if an event of default occurs under the guarantee or a trust enforcement event
occurs under the declaration of trust and written notice of su¢h event has been
given to us, then we may not:

- declare oF pay any dividends or distributions on, or redeem, purchase,

acquire, or make a liguidation payment with respect to any of our capital
stock; eor

make any payment of princ¢ipal, interest or premium, if any, on or repay.
repurchase or redeem any depkt that ranks egqually with or junior in
interest to the debt securities or make any guarantee paymants with
respect to any guarantee by us of the debt of any subsidiary of ours if

such guarantee ranks equally with or junior in interest to the debt
sacurities.

Howaver, even 1f an event of default occurs, we may:
~ purchase or acquire ocur capital stock in connection with the satisfaction
by us of our cobligations under any smployee benefit plans or pursuant to
any contract or security outstanding on the first day of any event of
default requiring us to purchase cur capital stock;

reclassify our capital stock or exchange or canvert one class or series of
our capital stock for another class or serias of our capital stock;

purchase fractional interests in shares of our capital stock pursuant to
the conversion or exchange provisions of such capital stock or the
security being converted or exchanged:

- declare dividends or distributions in our capital stock;
redeen oX repurchase of any rights pursuant to a rights agraement; and

make payments under the guarantee related to the trust preferred
securities.

AMENOMENTS: ASSIGNMENT

EXCept With respect to any changes that do not adversely affect the rights
of holders of the trust securities in any material respect (that do not require
the consent of holders), the guarantee may be amended only with the prior
approval of the holders of at laast 2 majority in liguidation amount (including
the stated amount that would be paid on redemption, liquidatien or otherwise,
plus accrued and unpaid distributions to the date wpon which the voring
percentages are determined) of all the out=tanding trust securities. AlL
guarantees and agreements

32
<PAGE>
contained in the guarantee will bind the successors, asslgns, receivers,
trustees and representatives of ours and will inure to the benefit of the
holders of the trust securities then outstanding.

EVENTS OF DEFTAULT

An avent of default under the guarantee will occcur upen our failure to
perform any of our payment or other obligations thereunder.

The holders of a majority in stated liquidation amount of the trust
securities have the right to direct the time, method and place of conducting any
proceeding for any remedy available to the guarantee trustee in respect of the
guarantee or to direct the exercise of any trust or power conferred upcon the
guarantee trustee under the guarantea. If the guarantee trustes fails to enforce
the guarantee, any holder of trust securities way institute a legal proceeding
directly against us te enforce its rights under the guarantee, without first
instituting a legal proceeding against the Trust, the guarante# trustee or any
other person. Notwithstanding the foregoing, if we fail to make a quaranteed
payment, a holder of trust securjities may directly institute a proceeding
against us for enforcement of the guarantee for such payment.
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We, as guarantor, are required to file annually with the guarantee trustee a
certificate indicating whethar or not we are in compliance with all of the
conditions and obligations applicable to us under the guarantee.

TERMINATICON
The guarantee will terminate:
- upon full payment of the redemption price of all of the trust securities:
~ upon full payment of the repayment price of all of the trust securities;

- upon distribution of the debt securities held by the Trust to the heolders
of the trust securities; or

~ upon full payment of the amounts payable in accordance with the
declaration of trust upon liquidation of the Trust,

The quarantee will continue to be effective or will be reinstated, as the case
may be, if at any time any holder of the trust securities must return payment of
any sums paid under the trust securities or the guarantee,

INFORMATION CONCERNING THE GUARANTEE TRUSTEE

The guarantee trustee, prior to the occurrence of a default with respect to
the guarantee, will undertake to perform only those duties specifically seat
forth in the guarantee and, after a default that has not been cured or walved,
will exercise the same degree of care as a prudent individual would exercise in
the conduct of his or her own atfairs, Subject to such provisions, the guarantee
trustee will be under no obhligation to exercise any of the rights or powers
vested in it by the guarantee at the request or direction of any holder of the
trust securities, unless such holder provides the guarantee trustee security and
indemnity, reasonably satistactory to the guarantee trustee, against the costs,
expenses (including attorheys' fees and expenses and the expenses of the
guarantee trustee’'s agents, nominees or custodians) and liabilitles that might
be incurred thereby. The foragoing will not relieve the guarantee trustes, upon
the cccurrence of an event of default undar the guarantee, of its obligation to
exercise the rights and powers vested in it by the guarantea,

GOVERNING LAW

The guarantee will be governed by, construed and interpreted in accordance
with the laws of the State of New York.

RELATIONSHIP AMONG THE PREFERRED SECURITIES, THE
DEBT SECURITIES AND THE GUARANTEE

To the gxtent set forth in the guarantee and to the extent funds are
available, we will irrevocably guarantee the payment of distributions and other
amounts due on the trust securities. If and to the extent we do not make
payments on the debt securities, the Trust will
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not have sufficient funds to pay distributions or other amounts due on the trust
securities. The guarantee does not cover any payment of distributiens or other
amounts due on the trust securities unless the Trust has sufficient funds for
the payment of such distributions or other amounts. In such event, a holder of
trust securities may institute a legal proceeding directly against us to enforce
payment of such distributions or other amounts to such holder after the
respective due dates. Taken together, our obligations under the debt securities,
the indenture and the guarantee provide a full and unconditional guarantee of
payments of distributions and other amounts due on the trust securities. No
single document standing alone or operating in conjunction with fewer than all
of the other documents constitutes such guarantee. It is only the combined
operation of these doguments that provides a full and unconditional guarantee of
the Trust's aobligations under the trust securities.

SUFFICIENCY OF PAYMENTS

As long as payments of interest and other amounts are made when due on the
debt securities, such payments will be sufficient to cover distributions and
payments due on the trust securities because of the following factors:

-~ the aggregate principal amount of the debt securities will be equal to the
sum of the aggregate stated liquidaticn amount of the trust securities;

the interest rate and the interest and other payment dates on the dabt
securities will match the distribution rate and distribution and other
payment dates for the trust securities;

we, as issuer Of the debt securities, will pay, and the Trust will not be
ohligated to pay, directly or indirectly, all costs, expenses, debts and
obligations of the Trust (other than with respect to the trust
securities); and

- the declaration of trust further provides that the Trust will not engage

in any activity that is not consistent with the limited purposes of the
Trust.

Notwithstanding anything to the contrary in the indenture, we have the right
to set-off any payment we are otherwise requitred to make thereunder against and
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to the extent we have already made, or are concurrently on the date of such
payment making, a related payment under the guarantee.

ENFORCEMENT RIGHTS OF HOLDERS Of PREFERRED SECURITIES

The declaration of trust provides that if we fail to make interest or other
payments on the debt securities when due [taking account of any extension
period), the holders of the trust preferred securities may direct the property
trustee to enforce its rights under the subordinated indenture. If the property
trustee fails to enforce its rights under the indenture in respect of an event
of default under the indenture, any holder of record of trust preferred
securities may, to the fullest extent permitted by applicable law, institute a
legal proceeding against us to enforce the property trustee's rights under the
indenture without first instituting any legal proceeding against the property
trustee or any cther person or entity. Notwithstanding the foregoing, if a truast
enforcement event has occurred and is continuing and such event is attributable
to our fajlure te pay intersst or principal on the debt securities on the date
such interest or principal is otherwise payable, then a holder of trust
preferred securities may institute a direct action against us for payment.

If we fail to make payments under the guarantee, a holder of trust preferred
securities may institute a proceeding directly against us for enforcement of the
guarantee for such payments.

LIMITED PGRPOSE OF TRUST

The tyust preferred securities evidence undivided beneficial ownership
interests in the Trust, and the Trust exists for the sole purpose of issuing and
selling the trust securities and using the proceeds to purchase our debt
securities. A principal difference between the rights of & holder of trust
preferred securities and a holder of debt securities is that a holder of debt
securities is entitled to receive fram us
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the principal amount of and interest accrued on the debt securities held, while
a holder of trust preferrad Securities is entitled to receive distributions and
cther payments from the Trust {(or from us under the guarantee} only if and to

the extent the Trust has funds available for the payment of such distributicns
and other payments.

RIGHTS UPQN DISSCLUTION

Upon any voluntary or inveluntary dissolution, winding-up or liquidation of
the Trust involving the redemption or repayment of the debt securities, the
holders of the trust securities will be entitled to receive, out of assets held
by the Trust, subject to the rights of creditors cf the Trust, if any, the
liquidation distribution in cash. Bacauwse we are the guarantor under the
guarantee and, as issuer of the debt securities, have agreed to pay for all
costs, expenses and liabilities of the Trust (other than the Trust's obligations
to the holders of the trust securities), the positions of a holder of trust
securities and a holder of debt securlties relative to other creditors and to

our stockholders in the event of liquidation or bankruptcy of UtiliCorp would be
substantially the same.

DESCRIPTION OF STOCK PURCHASE CONTRACTS
AND STOCK PURCHASE UNITS

We may issue stock purchase contracts, including contracts obligating
holders to purchase from us, and us to sell to the holders, a spacified number
of shares of common stock at a future date or dates, which we refer to herein as
"stock purchase contracts.™ The price per share of common stock and the number
of shares of common stock may be fixed at the time the stock purchase contracts
are issued or may be determined by reference to a specific formula set forth in
the steck purchase contracts. The stock purchase contracts may be issued
separately Or as part of units consisting of a stock purchase contract and debt
securities, trust preferred securities or debt obligations of third parties,
including U.S. treasvry securities, securing the holders' cbligations to
purchase the common 5tock under the stock purchase contracts, which we refer to
nherein as *"stock purchase units.” The stock purchase contracts may regquire us to
make periodic payments to the holders of the stock purchase units or vice versa,
and such payments may be unsecured or refunded on some basis, The stock purchase

contracts may require holders to secure their obligations thereunder in a
specified manner.

The applicable prospectus supplement will daseribe the terms of the steock
purchase contracts or stock purchase units. The description in the prospectus
supplement will not necessarily be complete, and reference will be made to the
stock purchase contracts, and, if applicable, collateral or depositary
arrangements, relating to the stock purchase contracts or stock purchase units.
Material United States federal income tax consideratifons applicable to the stock

purchase units and the stock purchase contracts will also be discussed in the
applicable prospectus supplement,

BLAN OF DISTRIBUTION

We and the Trust may sell securities in any of three ways:

- through underwriters or dealers;
. - directly to a limited number of institutional purchasers or to a single

purchaser; or
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- through agents.

Any underwriter, dealer or agent, may be deemgd to be an underwriter within
the mesning of the Securities Act of 1933. The terms of the offering of the
securities with respect to which this prospectus is being delivered will be set
forth in the applicable prospectus supplement and will include:

- the name or names of any underwriters, dealers or agents;
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- the purchase price of the securities and the proceeds to us from such
sale;

- any underwriting discounts and other items constituting underwriters’
compensation; *

~ the public offering price; and

- any discounts or concessions which may be allowed or reallowed or paid to
dealers and any securities exchanges on which the securities may be
listed.

If underwriters are used in the sale of securities, the securities will be
acquired by the underwriters for their own account and may be resold from time
to time in one or more transactiona, including negotiated transactiona, at a
fixed public offering price or at varying prices determined at the tima of sala.
The gecurities may be offered to the public either through underwriting
syndicates represented by managing uwnderwriters or directly by one or more
ungerwriters acting alone. Unless otherwise set forth in the applicable
prospectus supplement, the cbligations of the undarwriters to purchase the
sacurities described in the applicable prospectus supplement will be subject to
certain conditions precedent, and the underwriters will be obligated to purchase
ali cf the securities if any are 3o purchased by them. Any public offering price

and any discounts or concessions allowed or reallowed or paid to dealars may be
changed from time to time.

The securities may be sold from time to time directly by us or the Trust
through agents designated by us or the Trust. Bny agents involved in the offer
or sale of the securities in respect of which this prospectus is being
delivered, and any commissions payable by us or the Trust te such agents, will
be sat forth in the applicaple prospectus supplement. Unless otherwise indicated
in the applicable prospectus supplement, any agent will be acting on a best
efforts bagsis for the period ¢f its appcintment.

If dealers are utilized in the sale of any securities, we or the Trust will
sell the securities to the dealers, as principals. Any dealer may resell the
securities to the public at varying prices to be determined by the dealer at the
time of resale. The name of any dealer and the terms of the transaction will be

set forth in the prospectus supplement with respect to the securities being
offered.

Securities may also be offered and sold, if so indicated in the applicable
prospectus supplement, in connection with a remarketing upon their purchase, in
accordance with a redemption or repayment pursuant to their terms, or otherwise,
by one or more firms, which we refer to herein as the "remarketing firms,"
acting as principals for thelr own accounts or as our or the Trust's agents, as
applicable. Any remarketing firm will be identified and certain terms of its
agreement., if any, with us or the Trust and its compensation will be described
in the applicable prospectus supplement. Remarketing firms may be deemed to be
underwriters, as that term is5 defined in the Securities Act ln connection with
the securities remarketed thereby.

If so indicated in the applicable prospectus supplement, we or the Trust
will authorize agents, underwriters or dealers to solicit offers by certain
specified institutions to purchase the securities to which this prospectus and
the applicable prospectus supplement relates from us or the Trust at the public
offeriny price set forth in the applicable prospectus supplement, plus, if
applicable, accrued interest, pursuant to delayed delivery contracts providing
for payment and delivery on a specified date in the future. These contracts will
be subject only to those conditions set forth in the applicable Prospectus
supplement, and the applicable prospectus supplement will set forth the
commission payable for sclicitation of the contracts.

Underwriters will not be obligated to make a market in any securities. No
assurance can be given regarding the activity of trading in, or liquidity of,
any securities,

Agents, dealers, underwriters and remarketing firms may be entitled, under
agreements entered into with us or the Trust (or bath), to indemnification by us
or the Trust {or both) against certain civil liabilities, including liabilities
vunder the Securities Act, or to contribution to payments they may be requirsd te

make in respect thereoaf. Agents, dealers, underwriters and remarketing firms may
be
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customers of, engage in transactions with, or perform services for, us and/or
the Trust in the ordinary course of business.

Each series o©f securities will be a new issue and, other than the common
stock, which is listed on the New York, Pacific and Toronto Stock Exchanges,
will have ho established trading market. We may elect to list any serles of
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securities on an exchange, and in the case of the common stock, on any
additional exchange, but, unless otherwise specified in the applicable
prospectus supplement, we shail not be cobligated to do so. No agssurance can be
given as to the liquidity of the trading market for any of the seecarities.

Agents, underwriters, dealers and remarketing firms may be customers of,
engage in transactions with, or perform services for, us and our subsidiaries in
the ordinary course of business.

LEGAL MATTERS

Certain legal matters in connection with the equity securities, the debt

Securities, the debt securities, the trust preferred securities, the guarantee,
the stock purchase contracts and stock purchase units offered by the prospectus
will be passed upon for us by Blackwell Sanders Peper Martin LLP, Two Pershing
Square, 2300 Main Street, Kansas City, Missouri 64108. Certain matters of

Delaware law relating to the validity of the trust preferred securities will be
passed upon on behalf of the Trust by Richards, Llayten & Finger, P.A., counsel

to the Trust. Milbank, Twsed, Hedley & McCloy LLP provides legal services to us
from time to time.

EXPERTE

Qur annual congolidated Ffinancial statements ang schedules incorporated in this
prospectus by reference from our 1998 Apnual Report on Form 10-K have been
audited by Arthur Andersen LLP, independent public accountants, as indicated in
thelr report with respect thereto, and are incorporated herein in reliance upon
the authering of said firm as experts in giving said reports.
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