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2

INTRODUCTION

Wisconsin Energy Corporation is a diversified holding company which, during this reporting period, conducted its
operations primarily in two operating segments: a utility energy segment and a non-utility energy segment. The sale of our
former manufacturing segment was completed effective July 31, 2004, and is reported in the 2004 results as discontinued
operations. Unless qualified by their context when used in this document, the terms Wisconsin Energy, the Company, our,
us or we refer to the holding company and all of its subsidiaries. Our primary subsidiaries are Wisconsin Electric Power
Company (Wisconsin Electric), Wisconsin Gas LLC (Wisconsin Gas) and W.E. Power, LLC (We Power).

Utility Energy Segment:

Our utility energy segment consists of: Wisconsin Electric, which serves electric customers in Wisconsin and the Upper
Peninsula of Michigan, gas customers in Wisconsin and steam customers in metro Milwaukee, Wisconsin; Wisconsin
Gas, which serves gas customers in Wisconsin and water customers in suburban Milwaukee, Wisconsin; and Edison Sault
Electric Company (Edison Sault), which serves electric customers in the Upper Peninsula of Michigan. Wisconsin Electric
and Wisconsin Gas operate under the trade name of "We Energies".
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Non-Utility Energy Segment:

Our non-utility energy segment consists of We Power and Wisvest Corporation (Wisvest). We Power was formed in 2001
to design, construct, own, finance and lease to Wisconsin Electric the new generating capacity included in our Power the
Future strategy, which is described further in this report. Wisvest owns and has investments in electric generating
facilities and other energy-related entities and assets. As a result of a change in corporate strategy to focus on Power the
Future, we have reduced the operations of Wisvest.

Other:

Other non-utility operating subsidiaries of Wisconsin Energy include Minergy Corp. (Minergy), which has $25.3 million
of assets and develops and markets renewable energy and recycling technologies, and Wispark LLC (Wispark), which has
$121.6 million of assets and develops and invests in real estate.

We have prepared the unaudited interim financial statements presented in this Form 10-Q pursuant to the rules and
regulations of the Securities and Exchange Commission (SEC). We have condensed or omitted some information and note
disclosures normally included in financial statements prepared in accordance with generally accepted accounting
principles pursuant to these rules and regulations. Our financial statements should be read in conjunction with the
financial statements and notes thereto included in our 2004 Annual Report on Form 10-K.

3

PART I -- FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

WISCONSIN ENERGY CORPORATION

CONSOLIDATED CONDENSED INCOME STATEMENTS

(Unaudited)

Three Months Ended March
31
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2005 2004

(Millions of Dollars, Except Per Share Amounts)

Operating Revenues $1,099.1 $1,065.0

Operating Expenses

Fuel and purchased power 158.0 144.1

Cost of gas sold 410.7 385.8

Other operation and maintenance 258.9 254.4

Depreciation, decommissioning

and amortization 82.2 75.6

Property and revenue taxes 23.0 22.0

Total Operating Expenses 932.8 881.9

Operating Income 166.3 183.1

Other Income, Net 18.1 4.7

Interest Expense 42.4 54.2

Income From Continuing
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Operations Before Income Taxes 142.0 133.6

Income Taxes 52.1 50.2

Income from Continuing Operations 89.9 83.4

Income from Discontinued

Operations, Net of Tax (Note 2) - 7.4

Net Income $89.9 $90.8

Earnings Per Share (Basic)

Continuing operations $0.77 $0.70

Discontinued operations - 0.07

Total Earnings Per Share (Basic) $0.77 $0.77

Earnings Per Share (Diluted)

Continuing operations $0.76 $0.69

Discontinued operations - 0.07
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Total Earnings Per Share (Diluted) $0.76 $0.76

Weighted Average Common

Shares Outstanding (Millions)

Basic 117.0 118.5

Diluted 118.3 120.2

Dividends Per Share of Common Stock $0.22 $0.20

The accompanying Notes to Consolidated Condensed Financial Statements are an integral
part

of these financial statements.

4

WISCONSIN ENERGY CORPORATION

CONSOLIDATED CONDENSED BALANCE SHEETS

(Unaudited)
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March 31, 2005 December 31, 2004

(Millions of Dollars)

Assets

Property, Plant and Equipment

In service $8,230.2 $8,203.8

Accumulated depreciation (3,139.6) (3,107.3)

5,090.6 5,096.5

Construction work in progress 704.5 602.4

Leased facilities, net 97.5 98.9

Nuclear fuel, net 81.7 85.0

Net Property, Plant and Equipment 5,974.3 5,882.8

Investments

Nuclear decommissioning trust fund 729.0 737.8

Equity investment in transmission affiliate 190.2 187.8

Other 88.5 99.5

Total Investments 1,007.7 1,025.1
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Current Assets

Cash and cash equivalents 18.5 35.6

Accounts receivable 465.9 349.0

Accrued revenues 188.0 245.1

Materials, supplies and inventories 209.5 407.4

Deferred income taxes - current 15.6 4.9

Assets held for sale 30.2 29.8

Other 104.7 132.2

Total Current Assets 1,032.4 1,204.0

Deferred Charges and Other Assets

Regulatory assets 860.6 849.4

Goodwill, net 441.9 441.9

Other 173.1 162.2

Total Deferred Charges and Other Assets 1,475.6 1,453.5

Total Assets $9,490.0 $9,565.4
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Capitalization and Liabilities

Capitalization

Common equity $2,547.3 $2,492.4

Preferred stock of subsidiary 30.4 30.4

Long-term debt 3,230.5 3,239.5

Total Capitalization 5,808.2 5,762.3

Current Liabilities

Long-term debt due currently 100.0 101.0

Short-term debt 154.9 338.0

Accounts payable 259.1 309.7

Accrued liabilities 127.8 114.5

Other 166.4 129.2

Total Current Liabilities 808.2 992.4

Deferred Credits and Other Liabilities

Regulatory liabilities 919.9 922.4

Asset retirement obligations 765.6 762.2
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Deferred income taxes - long-term 571.0 530.4

Other 617.1 595.7

Total Deferred Credits and Other Liabilities 2,873.6 2,810.7

Total Capitalization and Liabilities $9,490.0 $9,565.4

The accompanying Notes to Consolidated Condensed Financial Statements are an

integral part of these financial statements.
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WISCONSIN ENERGY CORPORATION

CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS

(Unaudited)
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Three Months Ended March 31

2005 2004

(Millions of Dollars)

Operating Activities

Net income $89.9 $90.8

Income from discontinued operations, net of tax - (7.4)

Reconciliation to cash

Depreciation, decommissioning and amortization 88.5 88.0

Nuclear fuel expense amortization 6.8 6.7

Equity in earnings of unconsolidated affiliates (8.9) (7.6)

Distribution from unconsolidated affiliates 6.1 5.7

Deferred income taxes and investment tax credits, net 28.7 22.0

Accrued income taxes, net 6.6 10.5

Change in - Accounts receivable and accrued revenues (60.0) (45.2)

Inventories 197.9 158.5

Other current assets 20.9 12.1

Accounts payable (39.3) (34.3)
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Other current liabilities 50.5 78.5

Other (10.8) 13.4

Cash Provided by Operating Activities 376.9 391.7

Investing Activities

Capital expenditures (168.8) (134.4)

Proceeds from asset sales, net 6.7 3.2

Nuclear
fuel (3.8) (0.5)

Nuclear decommissioning funding (4.4) (4.4)

Other 7.1 1.9

Cash Used in Investing Activities (163.2) (134.2)

Financing Activities

Issuance of common stock and exercise of stock options 18.9 19.6

Purchase of common stock (29.8) (38.3)

Dividends paid on common stock (25.7) (23.7)

Retirement and redemption of long-term debt (11.1) (214.5)

Change in short-term debt (183.1) (10.9)
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Cash Used in Financing Activities (230.8) (267.8)

Change in Cash and Cash Equivalents from Continuing Operations (17.1) (10.3)

Cash and Cash Equivalents at Beginning of Period 35.6 28.1

Cash and Cash Equivalents at End of Period $18.5 $17.8

Supplemental Information - Cash Paid For

Interest (net of amount capitalized) $11.8 $21.3

Income taxes (net of refunds) $15.4 $16.2

The accompanying Notes to Consolidated Condensed Financial Statements are an integral part

of these financial statements.
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WISCONSIN ENERGY CORPORATION
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS

(Unaudited)

1 -- GENERAL INFORMATION

Our accompanying unaudited consolidated condensed financial statements should be read in conjunction with Item 8,
Financial Statements and Supplementary Data, in our 2004 Annual Report on Form 10-K. In the opinion of management,
we have included all adjustments, normal and recurring in nature, necessary to a fair presentation of the results of
operations, cash flows and financial position in the accompanying income statements, statements of cash flows and
balance sheets. The results of operations for the three months ended March 31, 2005 are not necessarily indicative of the
results which may be expected for the entire fiscal year 2005 because of seasonal and other factors.

We have modified certain income statement, balance sheet and cash flow presentations related to the reporting of
discontinued operations pursuant to Statement of Financial Accounting Standards (SFAS) 144, Accounting for the
Impairment or Disposal of Long-Lived Assets. Previously, these were included as components of continuing operations.
Prior year financial statement amounts have been reclassified to conform to their current year presentation. These
reclassifications had no effect on total earnings per share.

2 -- DISCONTINUED OPERATIONS AND ASSETS HELD FOR SALE

Wisvest - Calumet:

On March 24, 2005, we entered into an agreement to sell our Calumet Energy (Calumet) facility for approximately
$38.0 million in cash. The primary assets of Calumet are a 308 - megawatt natural gas-fired peaking power facility in
Chicago, Illinois and related operating contracts. The agreement provides for customary closing conditions and
representations and warranties. The sale is subject to Federal Energy Regulatory Commission (FERC) approval, and we
anticipate closing the transaction in the second quarter of 2005. We anticipate that this transaction will generate a slight
book gain upon closing and generate approximately $32.0 million in cash tax benefits.

As a result of the announced sale, we have reclassified the assets and liabilities of Calumet as Assets Held for Sale in the
accompanying Consolidated Condensed Balance Sheets. In addition, we have recorded the operating results of Calumet as
Discontinued Operations in the accompanying Consolidated Condensed Income Statements. Previously, Calumet's results
were included in the non-utility energy segment.

WICOR Manufacturing:

Effective July 31, 2004, we sold our manufacturing business to Pentair, Inc. (Pentair). The accompanying 2004
Consolidated Condensed Income Statement reflects the operating results of this business in Discontinued Operations.

Pursuant to the terms of the sales agreement, Wisconsin Energy agreed to customary indemnification provisions related to
certain environmental, asbestos and product liability matters associated with the manufacturing business. In addition, the
amount of cash taxes and future deferred income tax benefits are subject to a number of factors including appraisals and
applicable tax laws. We have established reserves related to the indemnification and tax matters.

The following table identifies the Operating Revenues and Pre-tax Income for Calumet and WICOR for the periods
reported. These amounts are included in Discontinued Operations in the accompanying Statements of Income.
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7

Three months ended March 31

2005 2004

(Millions of Dollars)

Operating Revenues

WICOR $ - $191.9

Calumet 1.1 $0.9

Total $1.1 $192.8

Income Before Income Taxes

WICOR $ - $13.9

Calumet $ - ($1.3)

Total $ - $12.6

3 -- ASSET RETIREMENT OBLIGATIONS

SFAS 143, Accounting for Asset Retirement Obligations, primarily applies to the future decommissioning costs for our
Point Beach Nuclear Plant (Point Beach). SFAS 143 also applies to a smaller extent to several other utility assets
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including the dismantlement of certain hydro facilities and the removal of certain coal handling equipment and water
intake facilities located on lakebeds. We have not recorded any asset retirement obligations for the removal of the coal
handling equipment or for the water intake facilities located on lakebeds, because the associated liability cannot
reasonably be estimated.

The following table presents the change in our asset retirement obligations, which are included on the consolidated
balance sheet in Deferred Credits and Other Liabilities.

Balance at
12/31/04

Liabilities
Incurred

Liabilities
Settled Accretion

Cash Flow
Revisions

Balance at
03/31/05

(Millions of Dollars)

Asset Retirement
Obligations $762.2 $ - ($6.2) $9.6 $ - $765.6

In March 2005, the Financial Accounting Standards Board (FASB) issued Interpretation 47, Accounting for Conditional
Asset Retirement Obligations (FIN 47), an interpretation of FASB Statement No. 143. FIN 47 defines the term conditional
asset retirement obligation as used in Statement No. 143. As defined in FIN 47, a conditional asset retirement obligation
refers to a legal obligation to perform an asset retirement activity in which the timing and/or method of settlement are
conditional on a future event that may or may not be within the control of the entity. We are currently evaluating FIN 47
but we do not expect an impact on the results of our regulated operations due to the regulatory treatment of asset
retirement costs. FIN 47 will be effective for the fiscal year ending December 31, 2005.

4 -- COMMON EQUITY

Comprehensive Income:

Comprehensive income includes all changes in equity during a period except those resulting from investments by and
distributions to owners. We had the following total comprehensive income during the three months ended March 31, 2005
and 2004:

8

Three Months Ended March 31

Comprehensive Income 2005 2004

(Millions of Dollars)
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Net Income $89.9 $90.8

Other Comprehensive Income (Loss)

Currency Translation Adjustments - (0.2)

Hedging 1.0 (0.2)

Total Other Comprehensive (Loss) Income 1.0 (0.4)

Total Comprehensive Income $90.9 $90.4

Stock-Based Compensation:

We apply Accounting Principles Board Opinion No. 25, Accounting for Stock Issued to Employees, and related
interpretations in accounting for our stock option plans and have adopted the disclosure-only provisions of SFAS 123,
Accounting for Stock-Based Compensation, as amended. The following table illustrates the effect on net income and
earnings per share as if we had accounted for stock options under the fair value method of SFAS 123 in each period. The
fair value of options at date of grant was estimated using the Black-Scholes option-pricing model. Had we expensed
stock-based compensation under SFAS 123, our diluted earnings per share would have remained unchanged for the three
months ended March 31, 2005.

In December 2004, the FASB issued SFAS No. 123 (revised 2004), Share-Based Payment (SFAS 123R), which amended
SFAS 123, Accounting for Stock-Based Compensation. In April 2005, the SEC deferred the effective date of SFAS 123R
to January 1, 2006. This statement requires that the compensation costs relating to such transactions be recognized in the
consolidated income statement. We are currently evaluating the provisions of SFAS 123R and expect to adopt it on
January 1, 2006. We have not yet determined the method of transition.

Three Months Ended March 31

2005 2004

(Millions of Dollars, Except Per
Share Amounts)

Net Income

As reported $89.9 $90.8
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Add: Stock-based employee
compensation expense included
in reported net income, net of related
tax effects 0.4 0.8

Deduct: Total stock-based employee
compensation expense determined
under fair value based method for all
awards, net of related tax effects 0.9 3.1

Pro forma $89.4 $88.5

Basic Earnings Per Common Share

As reported $0.77 $0.77

Pro forma $0.76 $0.75

Diluted Earnings Per Common Share

As reported $0.76 $0.76

Pro forma $0.76 $0.74

9

Common Stock Activity:

In February 2004, we announced that we did not expect to issue new shares through our various employee benefit plans
and the dividend reinvestment plan; rather, we instructed the plan agents to begin purchasing shares for the plans in the
open market in lieu of issuing new shares.

During the first three months of 2005, we received proceeds of $18.9 million related to the exercise of stock options,
compared with $14.8 million during the same period in 2004. We instructed our plan agent to purchase common stock in
the open market at a cost of $29.8 million to fulfill the exercised stock options in the first quarter of 2005, compared with
$26.3 million during the same period in 2004. This cost is included in Purchase of common stock on our Consolidated
Condensed Statements of Cash Flows.
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5 -- VARIABLE INTEREST ENTITIES

In January 2003, the FASB issued Interpretation 46, Consolidation of Variable Interest Entities (FIN 46). This standard
requires an enterprise that is the primary beneficiary of a variable interest entity to consolidate that entity. We applied the
Interpretation to any existing interests in variable interest entities beginning in the third quarter of 2003. In October 2003,
the FASB deferred the adoption of FIN 46 for all entities commonly referred to as special-purpose entities to the first
reporting period ending after December 15, 2003. In December 2003, the FASB issued FIN 46R, which revised FIN 46
and deferred the effective date for interests held in variable interest entities other than special purpose entities to financial
statements for periods ending after March 15, 2004. We adopted FIN 46R in the first quarter of 2004.

We continue to evaluate our tolling and purchased power agreements with third parties on a quarterly basis. After making
an exhaustive effort, we concluded that for three of these agreements, we are unable to obtain the information necessary to
determine whether we are the primary beneficiary of these variable interest entities. Pursuant to the terms of two of the
three agreements, we deliver fuel to the entity's facilities and receive electric power. We pay the entity a "toll" to convert
our fuel into the electric energy. The output of the facility is available for us to dispatch during the term of the respective
agreement. In the other agreement, we have rights to the firm capacity of the entity's facility. We have approximately
$721.1 million of required payments over the remaining term of these three agreements, which expire over the next
18 years. We believe the required payments will continue to be recoverable in rates. We account for one of these
agreements as a capital lease.

In March 2005, the FASB issued FSP FIN 46R - 5, Implicit Variable Interests under FASB Interpretation 46 (revised
December 2003). This statement requires that holdings of implicit variable interests are evaluated when applying
Interpretation 46R. An implicit variable interest is defined as an implied pecuniary interest in an entity that changes with
changes in the fair value of the entity's net assets exclusive of variable interests. We are currently evaluating
FSP FIN 46R - 5.

6 -- DERIVATIVE INSTRUMENTS

We follow SFAS 133, Accounting for Derivative Instruments and Hedging Activities, as amended by SFAS 149,
Amendment of Statement 133 on Derivative Instruments and Hedging Activities, which requires that every derivative
instrument be recorded on the balance sheet as an asset or liability measured at its fair value and that changes in the
derivative's fair value be recognized currently in earnings unless specific hedge accounting criteria are met. For most
energy related physical and financial contracts in our regulated operations that qualify as derivatives under SFAS 133, the
Public Service Commission of Wisconsin (PSCW) allows the effects of the fair market value accounting to be offset to
regulatory assets and liabilities.

10

We have a limited number of financial contracts that are defined as derivatives under SFAS 133 and qualify for cash flow
hedge accounting. These contracts are utilized to manage the cost of gas used in testing a new generating unit under
construction. Changes in the fair market values of these instruments are recorded in Accumulated Other Comprehensive
Income. At the date the underlying transaction occurs, the amounts in Accumulated Other Comprehensive Income are
capitalized.

7 -- BENEFITS
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The components of our net periodic pension and other post-retirement benefit costs for the three months ended March
31, 2005 and 2004 were as follows:

Pension Benefits

Other Post-retirement
Benefits

2005 2004 2005 2004

(Millions of Dollars)

Net Periodic Benefit Cost

Service cost $9.1 $7.7 $2.8 $3.2

Interest cost 20.5 16.3 5.2 5.8

Expected return on plan assets (25.9) (20.4) (1.9) (3.1)

Amortization of:

Transition (asset) obligation - (0.5) - 0.4

Prior service cost 1.6 1.2 0.1 0.1

Actuarial loss 4.2 3.3 2.0 2.3

Net Periodic Benefit Cost $9.5 $7.6 $8.2 $8.7

We previously disclosed that we expect to contribute $5.7 million to fund pension benefits in 2005, none of which will be
for our qualified plans since there is no minimum required by law. Contributions to other post-retirement benefit plans are
discretionary.

Employee Benefit Plans and Post-retirement Benefits:

In December 2003, the Medicare Prescription Drug, Improvement and Modernization Act of 2003 (Act) was signed into
law. The Act introduced a prescription drug benefit program under Medicare as well as a federal subsidy to sponsors of
retiree health care benefit plans. In the second quarter of 2004, the FASB issued FASB Staff Position (FSP) SFAS 106-2,
Accounting and Disclosure Requirements Related to the Medicare Prescription Drug, Improvement and Modernization
Act of 2003.
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In accordance with FSP 106-2, we chose to recognize the effects of the Act retroactively effective January 1, 2004 with
the impacts calculated actuarially. In January 2005, the Centers for Medicare & Medicaid Services released final
regulations to implement the new prescription drug benefit under Part D of Medicare. It was determined that the employer
sponsored plans meet these regulations and that the previously determined actuarial measurements are still accurate. The
final regulations have not yet addressed account based plans similar to the Cash Balance Medical Plan covering former
Wisconsin Gas employees. These plans are expected to be addressed by regulations to be issued in 2005. At this point, we
do not expect that the final regulations will change our estimates.

Severance Plans

: We incurred $30.5 million ($18.3 million after-tax) of severance costs in 2004. The majority of the severance costs
related to an enhanced severance package offered to selected management employees of Wisconsin Energy and its
subsidiaries who voluntarily resigned in the fourth quarter of 2004. During the first quarter of 2005, we made severance
related payments that reduced the reserve for severance benefits from $6.6 million at December 31, 2004 to $2.6 million
as of March 31, 2005.

11

8 -- GUARANTEES

We enter into various guarantees to provide financial and performance assurance to third parties on behalf of affiliates. As
of March 31, 2005, we had the following guarantees:

Maximum
Potential
Future

Payments
Outstanding at
March 31, 2005

Liability
Recorded at

March 31, 2005

(Millions of Dollars)

Wisconsin Energy

Non-Utility Energy $ - $ - $ -

Other 6.6 6.6 -

Wisconsin Electric 232.6 0.1 -

Subsidiary 20.6 9.7 0.1
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Total $259.8 $16.4 $0.1

A Non-Utility Energy guarantee in support of Wisvest-Connecticut, which we sold in December 2002 to PSEG, provides
financial assurance for potential obligations relating to environmental remediation under the original purchase agreement
for Wisvest-Connecticut with United Illuminating. The potential obligations for environmental remediation, which are
unlimited, are reimbursable by PSEG under the terms of the sale agreement in the event that we are required to perform
under the guarantee.

Other guarantees support obligations of our affiliates to third parties under loan agreements and surety bonds. In the event
our affiliates fail to perform, we would be responsible for the obligations.

Wisconsin Electric guarantees the potential retrospective premiums that could be assessed under Wisconsin Electric's
nuclear insurance program.

Subsidiary guarantees support loan obligations between our affiliates and third parties. In the event the loan obligations
are not performed, our subsidiary would be responsible for the obligations.

Postemployment benefits:

Postemployment benefits provided to former or inactive employees are recognized when an event occurs. The estimated
liability, excluding severance benefits, for such benefits was $16.5 million as of March 31, 2005 and $15.6 million as of
December 31, 2004.

9 -- SEGMENT INFORMATION

Summarized financial information concerning our reportable operating segments for the three month periods ended March
31, 2005 and 2004 is shown in the following table.
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Reportable Operating Segments

EnergyWisconsin
Energy Corporation

Utility Non-Utility (a) Manufacturing (b)

Corporate (b) &
Other (c) &
Reconciling
Eliminations

Total
Consolidated

(Millions of Dollars)

Three Months Ended
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March 31, 2005

Operating Revenues (d) $1,093.9 $0.2 $ - $5.0 $1,099.1

Operating Income (Loss) $170.6 ($0.9) $ - ($3.4) $166.3

Interest Expense $27.9 $3.0 $ - $11.5 $42.4

Income Tax Expense $59.6 ($1.3) $ - ($6.2) $52.1

Income (Loss) from Discontinued
Operations, Net $ - $ - $ - $ - $ -

Net Income (Loss) $97.4 ($2.6) $ - ($4.9) $89.9

Capital Expenditures $97.0 $70.1 $ - $1.7 $168.8

Total Assets $8,521.0 $551.4 $ - $417.6 $9,490.0

March 31, 2004

Operating Revenues (d) $1,056.7 $0.2 $ - $8.1 $1,065.0

Operating Income (Loss) $186.6 ($1.8) ($0.8) ($0.9) $183.1

Interest Expense $28.0 $3.8 $4.5 17.9 $54.2

Income Tax Expense $64.2 ($2.9) ($2.0) ($9.1) $50.2

Income (Loss) from Discontinued
Operations, Net $ - ($1.0) $10.9 ($2.5) $7.4

Net Income (Loss) $103.9 ($3.5) $7.7 ($17.3) $90.8

Capital Expenditures $83.5 $48.7 $3.6 $2.2 $138.0

Total Assets $8,218.1 $441.6 $952.1 $340.1 $9,951.9

(a)
The balances for the operations of Calumet are currently classified as a discontinued operation held for sale. Certain
overheads reported for Calumet will continue to exist following the sale and are reported in continuing operations. Certain
other costs are directly attributable to the discontinued operations.
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(b)

The sale of our manufacturing segment was completed effective July 31, 2004, and was reported at March 31, 2004 as
discontinued operations. Certain corporate overheads reported in the manufacturing segment continue to exist following
the sale and are reported in continuing operations. Certain other corporate costs are directly attributable to the discontinued
operations.

(c) Other includes all other non-utility activities, primarily non-utility real estate investment and development by Wispark and
non-utility investment in renewable energy and recycling technology by Minergy as well as interest on corporate debt.

(d) An elimination for intersegment revenues is included in Operating Revenues of $2.4 million and $1.1 million for the three
months ended March 31, 2005 and 2004, respectively.

10 -- COMMITMENTS AND CONTINGENCIES

Environmental Matters:

We periodically review our exposure for remediation costs as evidence becomes available indicating that our
remediation liability has changed. Based on current information, we believe that future costs in excess of the amounts
accrued and/or disclosed on all presently known and quantifiable environmental contingencies will not be material to our
financial position or results of operations.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

Cautionary Factors Regarding Forward - Looking Statements:

Certain statements contained herein are "Forward-Looking Statements" within the meaning of the Private Securities
Litigation Reform Act of 1995. Forward-Looking Statements include, among other things, statements regarding
management's expectations and projections regarding completion of construction projects, regulatory matters, fuel costs,
sources of electric energy supply, gas deliveries, remediation costs, environmental and other capital expenditures, liquidity
and capital resources and other matters. Also, Forward-Looking Statements may be identified by reference to a future
period or periods or by the use of forward looking terminology such as "anticipates," "believes," "estimates," "expects,"
"forecasts," "intends," "may," "objectives," "plans," "possible," "potential," "projects" or similar terms or variations of
these terms. Actual results may differ materially from those set forth in Forward-Looking Statements as a result of certain
risks and uncertainties, including but not limited to, those risks and uncertainties described under the heading "Cautionary
Factors" in this Item 2, as well as other matters described under the heading "Factors Affecting Results, Liquidity and
Capital Resources" in this Item 2, and other risks and uncertainties detailed from time to time in our filings with the SEC
or otherwise described throughout this document.
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RESULTS OF OPERATIONS -- THREE MONTHS ENDED MARCH 31, 2005

CONSOLIDATED EARNINGS

The following table compares our net income during the first quarter of 2005 with similar information during the first
quarter of 2004 including favorable (better (B)) or unfavorable (worse (W)) variances.

Three Months Ended March 31

2005 B (W) 2004

(Millions of Dollars)

Utility Energy Segment $170.6 ($16.0) $186.6

Non-Utility Energy Segment (0.9) 0.9 (1.8)

Corporate and Other (3.4) (1.7) (1.7)

Total Operating Income (Loss) 166.3 (16.8) 183.1

Other Income, Net 18.1 13.4 4.7

Interest Expense 42.4 11.8 54.2

Income From Continuing Operations Before Income Taxes 142.0 8.4 133.6

Income Taxes 52.1 (1.9) 50.2

Income From Continuing Operations 89.9 6.5 83.4

Income From Discontinued Operations, Net of Tax (a) - (7.4) 7.4

Copyright © 2012 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

http://www.secdatabase.com


Net Income $89.9 ($0.9) $90.8

Diluted Earnings Per Share $0.76 $ - $0.76

(a)

Income from Discontinued Operations, Net of Tax includes in 2005 and 2004, the operations of Calumet
which were classified as discontinued in the first quarter of 2005. Additionally, in 2004 the manufacturing
segment, which was sold effective July 31, 2004, was reflected as discontinued operations for the three
months ended March 31, 2004.

A more detailed analysis of financial results by segment follows.
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UTILITY ENERGY SEGMENT CONTRIBUTION TO OPERATING INCOME

Our utility energy segment contributed $170.6 million of operating income during the first quarter of 2005, a decrease of
$16.0 million or 8.6% compared with the first quarter of 2004. The following table summarizes the operating income of
this segment between the comparative quarters.

Three Months Ended March 31

Utility Energy Segment 2005 B (W) 2004

(Millions of Dollars)

Operating Revenues
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Electric $524.1 $6.9 $517.2

Gas 560.1 29.8 530.3

Other 9.7 0.5 9.2

Total Operating Revenues 1,093.9 37.2 1,056.7

Fuel and Purchased Power 159.0 (14.9) 144.1

Cost of Gas Sold 410.7 (24.9) 385.8

Gross Margin 524.2 (2.6) 526.8

Other Operating Expenses

Other Operation and Maintenance 250.6 (5.9) 244.7

Depreciation, Decommissioning

and Amortization 80.2 (6.4) 73.8

Property and Revenue Taxes 22.8 (1.1) 21.7

Operating Income $170.6 ($16.0) $186.6

Electric Utility Revenues and Sales

The following table compares electric utility operating revenues and megawatt-hour sales by customer class during the
first quarter of 2005 with similar information for the first quarter of 2004.

Three Months Ended March 31

Electric Revenues Megawatt-Hour Sales

Electric Utility Operations 2005 B (W) 2004 2005 B (W) 2004
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(Millions of Dollars) (Thousands)

Operating Revenues

Residential $189.7 $3.1 $186.6 2,062.9 (53.6) 2,116.5

Small Commercial/Industrial 166.3 8.0 158.3 2,212.4 24.5 2,187.9

Large Commercial/Industrial 132.2 4.6 127.6 2,752.2 (47.7) 2,799.9

Other-Retail/Municipal 26.4 4.9 21.5 702.8 86.1 616.7

Resale-Utilities 1.4 (13.6) 15.0 44.9 (276.3) 321.2

Other Operating Revenues 8.1 (0.1) 8.2 - - -

Total Operating Revenues $524.1 $6.9 $517.2 7,775.2 (267.0) 8,042.2

Weather -- Degree Days (a)

Heating (3,266 Normal) 3,288 (77) 3,365

(a) As measured at Mitchell International Airport in Milwaukee, Wisconsin. Normal degree days are based upon a
twenty-year moving average.

During the first quarter of 2005, total electric utility operating revenues increased by $6.9 million or 1.3% when compared
with the first quarter of 2004. This net increase reflected pricing increases of approximately $19.7 million, offset by lower
volume sales to other utilities. The most significant impact to rates was the May 2004 order received by Wisconsin
Electric from the PSCW authorizing an annualized increase in electric rates of approximately $59.0 million to cover
construction costs associated
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with our Power the Future program and to recover low income uncollectible expenses transferred to Wisconsin's public
benefits fund. This rate increase was not in effect in the first quarter of 2004.

Total electric megawatt-hour sales volumes decreased by 267.0 thousand megawatt-hours or 3.3% during the first quarter
of 2005 compared with the same period in 2004. As measured by heating degree days, the first quarter of 2005 was 2.3%
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warmer than the first quarter of 2004, limiting heating load sales to residential customers who are more weather sensitive
and contribute higher margins than other customer classes. Residential sales volumes were down 2.5% in the first quarter
of 2005 as compared to the same period in 2004. Sales volumes to other utilities were down 86.0% due to a decrease in
availability of opportunity sales.

Fuel and Purchased Power

Total fuel and purchased power expenses increased by $14.9 million or 10.3% when compared to the first quarter of 2004.
This increase is due to higher average fuel and purchased power costs which were compounded by increases of purchased
power. The cost per megawatt-hour of purchased power was $8.58 or 24.1% higher than during the first quarter of 2004,
primarily due to higher natural gas costs.

In April 2005, Point Beach Nuclear Unit 2 shut down for its normal refueling outage, which is scheduled approximately
every 18 months. Point Beach Nuclear Unit 1 is scheduled to have a refueling outage over the third and fourth quarters of
2005. During these outages, we will replace the reactor vessel heads in each unit. This work, along with other planned
maintenance, is expected to result in longer than normal outages. For more information regarding the scheduled refueling
outages, see Item 2. Management's Discussion and Analysis - Factors Affecting Results, Liquidity and Capital Resources -
- Nuclear Operations.

Gas Utility Revenues, Gross Margin and Therm Deliveries

A comparison follows of gas utility operating revenues, gross margin and gas deliveries during the first quarter of 2005
with similar information for the first quarter of 2004. We believe gross margin is a better performance indicator than
revenues because changes in the cost of gas sold flow through to revenue under gas cost recovery mechanisms. Between
the comparative periods, total gas operating revenues increased by $29.8 million or 5.6%.

Three Months Ended March 31

Gas Utility Operations 2005 B (W) 2004

(Millions of Dollars)

Gas Operating Revenues $560.1 $29.8 $530.3

Cost of Gas Sold 410.7 (24.9) 385.8

Gross Margin $149.4 $4.9 $144.5

For the three months ended March 31, 2005, gas utility gross margin increased by $4.9 million or 3.4% when compared to
the three months ended March 31, 2004. This net increase reflects $6.5 million of price increases. The price increases are
related to the PSCW approval of an annual rate increase of $25.9 million, which became effective in March 2004. The
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price increases were partially offset by less favorable weather in the first three months of 2005 as compared to the first
three months of 2004. Total therm deliveries were 1.9% lower during the first three months of 2005 primarily due to
weather. As measured by heating degree days, the first quarter of 2005 was 2.3% warmer than the first quarter of 2004.
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The following table compares gas utility gross margin and natural gas therm deliveries by customer class during the first
quarter of 2005 with similar information for the first quarter of 2004.

Three Months Ended March 31

Gross Margin Therm Deliveries

Gas Utility Operations 2005 B (W) 2004 2005 B (W) 2004

(Millions of Dollars) (Millions)

Customer Class

Residential $100.4 $2.8 $97.6 382.9 (11.3) 394.2

Commercial/Industrial 30.9 0.6 30.3 215.7 (5.3) 221.0

Interruptible 0.5 (0.1) 0.6 7.0 (1.9) 8.9

Total Retail Gas Sales 131.8 3.3 128.5 605.6 (18.5) 624.1

Transported Gas 15.3 1.6 13.7 250.7 1.4 249.3

Other 2.3 - 2.3 0.2 0.2 -

Total $149.4 $4.9 $144.5 856.5 (16.9) 873.4

Weather -- Degree Days (a)

Heating (3,266 Normal) 3,288 (77) 3,365
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(a) As measured at Mitchell International Airport in Milwaukee, Wisconsin. Normal degree days are based upon a
twenty-year moving average.

Other Operation and Maintenance Expenses

Other operation and maintenance expenses increased by $5.9 million or 2.4% during the first quarter of 2005 compared
with the first quarter of 2004. The largest increase relates to $14.5 million of costs related to the Port Washington
Generating Station lease and conservation programs. These costs were recognized in connection with the May 2004
limited rate increase which provided revenues on virtually a dollar for dollar basis. In addition, benefits costs have
increased approximately $5.4 million due to increased medical and pension costs. Partially offsetting these increases were
reductions in bad debt costs of $5.6 million due to the implementation of escrow accounting for residential bad debts in
the first quarter of 2005. We did not receive similar authority from the PSCW to defer 2004 residential bad debt costs until
the second quarter of 2004. In addition, we estimate that employee costs were down approximately $5.0 million due to the
voluntary severance programs that were in effect in 2004.

Depreciation, Decommissioning and Amortization

Depreciation, Decommissioning and Amortization expenses increased by $6.4 million or 8.7% during the first quarter of
2005. The variance is due primarily to a decommissioning expense reduction in the first quarter of 2004 of $7.7 million to
reflect the regulatory treatment of income taxes associated with gains in decommissioning trusts. This same benefit was
not recognized in the first quarter of 2005.

NON-UTILITY ENERGY SEGMENT CONTRIBUTION TO OPERATING INCOME

Our non-utility energy segment had an operating loss of $0.9 million during the first quarter of 2005 compared with an
operating loss of $1.8 million during the first quarter of 2004. The following table compares the operating performance of
our non-utility energy segment between the comparative periods. We entered into a sales agreement in March 2005 to sell
Calumet, which was previously included in the operations of the non-utility energy segment. As a result of this agreement,
we have determined that the Calumet operations meet the definition of discontinued operations under SFAS 144,
Accounting for the Impairment or Disposal of Long-Lived Assets. See Results of Operations -- Discontinued Operations
below for further information.
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Three Months Ended March 31

Non-Utility Energy Segment 2005 B (W) 2004
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(Millions of Dollars)

Operating Revenues $0.2 - $0.2

Fuel and Purchased Power - - -

Gross Margin 0.2 - 0.2

Other Operating Expenses

Other Operation and Maintenance 0.7 0.9 1.6

Depreciation, Decommissioning

and Amortization 0.3 - 0.3

Property and Revenue Taxes 0.1 - 0.1

Operating Loss ($0.9) $0.9 ($1.8)

CORPORATE AND OTHER CONTRIBUTION TO OPERATING INCOME

Corporate and other affiliates had an operating loss of $3.4 million in the first quarter of 2005 compared with an operating
loss of $1.7 million in the same period in 2004. The increase in operating loss is attributable to lower operating earnings at
Minergy and Wispark.

CONSOLIDATED OTHER INCOME, NET

Other income, net increased by $13.4 million between the comparative periods. The variance is primarily due to
$5.9 million of debt redemption costs incurred during the first quarter of 2004. In addition, our interest in the earnings of
transmission affiliate increased $1.3 million and allowance for funds used during construction increased $1.4 million in
the first quarter of 2005.

CONSOLIDATED INTEREST EXPENSE

Interest expense decreased by $11.8 million in the three months ended March 31, 2005 compared with the same period in
2004. This decrease reflects the lower debt level achieved primarily in the second half of 2004 with the proceeds from the
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sale of our manufacturing segment. Total debt outstanding at March 31, 2005 was $618.1 million less than the debt
outstanding as of March 31, 2004.

CONSOLIDATED INCOME TAXES

For the first quarter of 2005, our effective tax rate applicable to continuing operations was 36.7% compared to 37.6% for
the first quarter of 2004.

DISCONTINUED OPERATIONS

We began classifying the operations of Calumet as discontinued when we entered into the agreement to sell this operation
in March 2005. Previously, Calumet's results were included in the non-utility energy segment. We realized $0.0 million
and ($1.0) million of net income (loss) from discontinued operations during the first quarters of 2005 and 2004,
respectively, for the Calumet operations.

We began classifying our manufacturing segment as a discontinued operation in February 2004 when we entered into the
agreement to sell this segment. We sold this segment effective July 31, 2004 to Pentair.
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We realized no net income from the manufacturing segment during the first quarter of 2005 as this segment is no longer
part of our operations, compared to $8.4 million in the first quarter of 2004.

See Note 2 -- Discontinued Operations and Assets Held for Sale in the Notes to Consolidated Condensed Financial
Statements in this report for further information regarding the transactions described above.

LIQUIDITY AND CAPITAL RESOURCES

CASH FLOWS

The following summarizes our cash flows from continuing operations during the three months of 2005 and 2004:

Three Months Ended March 31

Wisconsin Energy Corporation 2005 2004

(Millions of Dollars)

Cash Provided by (Used in)

Operating Activities $376.9 $391.7
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Investing Activities ($163.2) ($134.2)

Financing Activities ($230.8) ($267.8)

Operating Activities

Cash provided by operating activities decreased to $376.9 million during the first three months of 2005 compared with
$391.7 million during the same period in 2004. This decrease was due in large part to higher deferred costs between the
comparative periods.

Investing Activities

During the first three months of 2005, cash used in investing activities was $163.2 million, an increase of $29.0 million
over the same period in 2004. This increase was due primarily to increased capital expenditures at We Power related to
our Power the Future plan.

Financing Activities

During the three months ended March 31, 2005, we used $230.8 million for financing activities compared with using
$267.8 million for financing activities during the first three months of 2004. In the first three months of 2005 the primary
uses of cash were to reduce short-term debt, purchase common stock to satisfy benefit plan obligations and to pay
dividends on common stock.

The primary use of cash in the three months of 2004 included approximately $200 million associated with the March 2004
redemption of WEC Capital Trust I's Trust Preferred Securities.

In March 2004, we announced that we would resume purchasing up to $50 million of our common shares in the open
market under our previously authorized share repurchase program that was initiated in 2000. During the first quarter of
2004, we purchased 0.4 million shares of common stock for $12.0 million under this plan. This program expired in
December 2004.

In February 2004, we instructed the agents for our various stock plans to begin purchasing shares of our common stock for
our stock plans in the open market in lieu of issuing new shares, and based upon market conditions and other factors, we
intend to continue to instruct the plan agents to do so.
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In the first quarter of 2005, we received proceeds of $18.9 million related to the exercise of stock options, compared with
$14.8 million in the first quarter of 2004. Instead of issuing new shares for these stock options, we instructed our plan
agent to purchase common stock in the open market at a cost of $29.8 million, compared with $26.3 million in the first
quarter of 2004. This cost is included in Purchase of common stock on our Consolidated Condensed Statements of Cash
Flows.

CAPITAL RESOURCES AND REQUIREMENTS

Copyright © 2012 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

http://www.secdatabase.com


Capital Resources

We anticipate meeting our capital requirements during the remaining nine months of 2005 primarily through internally
generated funds and short-term borrowings, supplemented by the issuance of intermediate or long-term debt securities
depending on market conditions and other factors. Beyond 2005, we anticipate meeting our capital requirements through
internally generated funds supplemented, when required, by the issuance of debt securities and construction financing.

We anticipate issuing between $120 million and $150 million of long-term debt in the second quarter of 2005. The
financing activity is planned to coincide with the in-service date of the first natural gas-fired generating unit at Port
Washington.

We have access to the capital markets and have been able to generate funds internally and externally to meet our capital
requirements. Our ability to attract the necessary financial capital at reasonable terms is critical to our overall strategic
plan. We believe that we have adequate capacity to fund our operations for the foreseeable future through our borrowing
arrangements and internally generated cash.

In March 2004, the Governor of Wisconsin signed into law a measure that gives utilities the ability to securitize the
portion of customer bills that recovers the cost of certain investments intended to improve the environment. The measure
would result in a lower cost to customers when compared to traditional financing and ratemaking. In June 2004,
Wisconsin Electric filed an application with the PSCW that sought authority to issue up to $500 million of environmental
trust bonds pursuant to this legislation. In October 2004, the PSCW approved an order authorizing Wisconsin Electric to
issue environmental trust bonds to finance the recovery of $425 million of environmental control costs plus up-front
financing costs. The proposed terms of the bonds are subject to further PSCW approval prior to issuance. In January 2005,
we notified the PSCW that we would not issue environmental trust bonds until the satisfactory resolution of tax rulings
associated with the proposed securitization and the resolution of the Elm Road proceedings before the Supreme Court of
Wisconsin. The issuance would also be dependent upon market conditions.

Wisconsin Energy, Wisconsin Electric and Wisconsin Gas credit agreements provide liquidity support for each company's
obligations with respect to commercial paper.

As of March 31, 2005, we have approximately $1.2 billion of available unused lines of bank back-up credit facilities on a
consolidated basis. On March 31, 2005, we had approximately $154.9 million of consolidated short-term debt outstanding.

We review our bank back-up credit facility needs on an ongoing basis and expect to be able to maintain adequate credit
facilities to support our operations. The following table summarizes such facilities at March 31, 2005:
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Company
Total Facility Letters

of Credit Credit Available Facility
Maturity

Facility
Term

(Millions of Dollars)

Wisconsin Energy $300.0 $ - $300.0 June-2007 3 year
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Wisconsin Energy $300.0 $ 3.6 $296.4 Apr-2006 3 year

Wisconsin Electric $250.0 $18.0 $232.0 June-2007 3 year

Wisconsin Electric $125.0 $ - $125.0 Nov-2007 3 year

Wisconsin Gas $200.0 $ - $200.0 June-2007 3 year

The following table shows our consolidated capitalization structure at March 31, 2005 and at December 31, 2004:

Capitalization Structure March 31, 2005 December 31, 2004

(Millions of Dollars)

Common Equity $2,547.3 42.0% $2,492.4 40.2%

Preferred Stock of Subsidiaries 30.4 0.5% 30.4 0.5%

Long-Term Debt (including

current maturities) 3,330.5 54.9% 3,340.5 53.9%

Short-Term Debt 154.9 2.6% 338.0 5.4%

Total $6,063.1 100.0% $6,201.3 100.0%

Ratio of Debt to Total Capital 57.5% 59.3%

Access to capital markets at a reasonable cost is determined in large part by credit quality. The following table
summarizes the ratings of our debt securities and the debt securities and preferred stock of our subsidiaries by Standard &
Poors Corporation (S&P), Moody's Investors Service (Moody's) and Fitch Ratings (Fitch) as of March 31, 2005.
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S&P Moody's Fitch

Wisconsin Energy

Commercial Paper A-2 P-2 F2

Unsecured Senior Debt BBB+ A3 A-

Wisconsin Electric

Commercial Paper A-2 P-1 F1

Secured Senior Debt A- Aa3 AA-

Unsecured Debt A- A1 A+

Preferred Stock BBB A3 A

Wisconsin Gas

Commercial Paper A-2 P-1 F1

Unsecured Senior Debt A- A1 A+

Wisconsin Energy Capital Corporation

Unsecured Debt BBB+ A3 A-

On March 29, 2005, S&P affirmed the security ratings of Wisconsin Energy, Wisconsin Electric and Wisconsin Gas and
changed the security ratings outlook from stable to negative for all three companies.
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The security rating outlooks assigned by Moody's and Fitch for Wisconsin Energy, Wisconsin Electric, Wisconsin Gas
and Wisconsin Energy Capital Corporation are all stable.

We believe these security ratings should provide a significant degree of flexibility in obtaining funds on competitive
terms. However, these security ratings reflect the views of the rating agencies only. An explanation of the significance of
these ratings may be obtained from each rating agency. Such ratings are not a recommendation to buy, sell or hold
securities, but rather an indication of creditworthiness. Any rating can be revised upward or downward or withdrawn at
any time by a rating agency if it decides that the circumstances warrant the change. Each rating should be evaluated
independently of any other rating.

Capital Requirements

Capital requirements during the remainder of 2005 are expected to be principally for capital expenditures and nuclear fuel.
Our 2005 annual consolidated capital expenditure budget, excluding the purchase of nuclear fuel, is approximately
$823.7 million.

Off-Balance Sheet Arrangements:

We are a party to various financial instruments with off-balance sheet risk as a part of our normal course of business,
including financial guarantees and letters of credit which support construction projects, commodity contracts and other
payment obligations. We continue to believe that these agreements do not have, and are not reasonably likely to have, a
current or future effect on our financial condition, changes in financial condition, revenues or expenses, results of
operations, liquidity, capital expenditures or capital resources that is material to our investors. For further information, see
Note 8 -- Guarantees in the Notes to Consolidated Condensed Financial Statements in this report for more information.

We have identified three tolling and purchased power agreements with third parties but have been unable to determine if
we are the primary beneficiary of any of these three variable interest entities as defined by FASB Interpretation 46,
Consolidation of Variable Interest Entities (FIN 46). As a result, we do not consolidate these entities. Instead, we account
for one of these contracts as a capital lease and for the other two contracts as operating leases. We have included our
contractual obligations under all three of these contracts in our evaluation of Contractual Obligations/Commercial
Commitments discussed below. For additional information, see Note 5 -- Variable Interest Entities in the Notes to
Consolidated Condensed Financial Statements.

Contractual Obligations/Commercial Commitments:

Our total contractual obligations and other commercial commitments are approximately $7.7 billion as of
March 31, 2005 compared with $7.5 billion as of December 31, 2004. This increase primarily reflects purchase
obligations under new coal supply contracts.

FACTORS AFFECTING RESULTS, LIQUDITY AND CAPITAL RESOURCES

MARKET RISKS AND OTHER SIGNIFICANT RISKS

Construction Risk:

In December 2002, the PSCW issued a written order granting a Certificate of Public Convenience and Necessity (CPCN)
to commence construction of the Port Washington Generating Station (Port Washington units) consisting of two
545-megawatt natural gas-fired combined cycle generating units on the site of Wisconsin Electric's existing Port
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Washington Power Plant. The order approves key financial terms of the leased generation contracts including fixed
construction costs of the two Port Washington units at $309.6 million and $280.3 million (2001 dollars), respectively,
subject to
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escalation at the GDP inflation rate and force majeure and excused events provisions. For additional information, see
Power the Future -- Port Washington below.

In addition, in November 2003, the PSCW issued a written order granting a CPCN to commence construction of two
615-megawatt super critical pulverized coal generating units (Elm Road units) near the site of Wisconsin Electric's
existing Oak Creek Power Plant. The order approves key financial terms of the leased generation contracts including a
target construction cost of the two Elm Road units of $2.191 billion. For additional information, see Power the Future --
Elm Road below.

Large construction projects of this type are subject to usual construction risks over which we will have limited or no
control and which might adversely affect project costs and completion time. These risks include, but are not limited to,
shortages of, the inability to obtain or the cost of labor or materials, the inability of the general contractor or
subcontractors to perform under their contracts, strikes, adverse weather conditions, the inability to obtain necessary
permits in a timely manner and changes in applicable laws or regulations, governmental actions and events in the global
economy. If final costs for the construction of the Port Washington units exceed the fixed costs allowed in the PSCW
order, this excess will not adjust the amount of the lease payments recovered from Wisconsin Electric. If final costs of the
Elm Road project are within 5% of the target cost, and the additional costs are deemed to be prudent by the PSCW, the
final lease payments for the Elm Road units recovered from Wisconsin Electric would be adjusted to reflect the actual
construction costs. Costs above the 5% cap would not be included in lease payments or recovered from customers absent a
finding by the PSCW of extraordinary circumstances such as force majeure conditions.

Credit Rating Risk:

We do not have any credit agreements that would require material changes in payment schedules or terminations as a
result of a credit rating downgrade. We do have certain agreements in the form of commodity and energy services
contracts and employee benefit plans that could require, in the event of a credit ratings change to below investment grade,
a termination payment if collateral is not provided or an accelerated payment. At March 31, 2005, we estimate that the
potential payments under these agreements that could result from credit rating downgrades totaled approximately
$104.7 million.

Commodity Price Risk:

In the normal course of business, our utility and non-utility power generation subsidiaries utilize contracts of various
duration for the forward sale and purchase of electricity. This is done to effectively manage utilization of their available
generating capacity and energy during periods when available power resources are expected to exceed the requirements of
their obligations. This practice may also include forward contracts for the purchase of power during periods when the
anticipated market price of electric energy is below expected incremental power production costs. In addition, effective
April 1, 2005, our electric utilities became market participants in the Midwest Independent Transmission System
Operator, Inc. (Midwest ISO) bid-based energy market. For additional information on the Midwest ISO's bid-based energy
market see Utility Rates and Regulatory Matters -- Other Utility Rate Matters and Industry Restructuring and Competition
below. We manage our fuel and gas supply costs through a portfolio of short and long-term procurement contracts with
various suppliers for the purchase of coal, uranium, natural gas and fuel oil.

Power the Future
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Under our Power the Future strategy, we expect to meet a significant portion of our future generation needs through the
construction of the Port Washington units and Elm Road units by We Power. The new plants will be leased by We Power
to Wisconsin Electric under long-term leases, and we expect Wisconsin Electric to recover the lease payments in its
electric rates.
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Port Washington:

In July 2003, We Power began construction of Unit 1, and we expect the unit to be operational early in the third quarter
of 2005. In October 2003, we received approval from the FERC to transfer by long-term lease certain associated FERC
jurisdictional assets from We Power to Wisconsin Electric. In May 2004, we filed an updated demand and energy forecast
with the PSCW to document market demand for additional generating capacity. We Power began site preparation of Unit
2 in May 2004. We expect Unit 2 to be operational in 2008.

Elm Road:

In November 2003, the PSCW issued an order (the Elm Road Order) granting Wisconsin Energy, Wisconsin Electric
and We Power a CPCN to commence construction of the Elm Road units to be located near the site of Wisconsin
Electric's existing Oak Creek Power Plant. The first unit was scheduled to be operational in 2009 and the second unit was
scheduled to be operational in 2010. The CPCN was granted contingent upon us obtaining the necessary environmental
permits. We expect that we will have co-owners that will have an interest in the project of approximately 17%.

The construction of the Elm Road units is subject to a number of regulatory approvals and legal challenges by third
parties. The most notable remaining legal challenges relate to the Elm Road CPCN.

In November 2004, a Dane County Circuit Court judge reviewing challenges to the PSCW's order authorizing us to build
the Elm Road units near the site of our existing Oak Creek Power Plant vacated the CPCN and remanded it back to the
PSCW for additional proceedings. The Court determined that the PSCW committed errors in determining the
completeness of our application and in its decision on several other points.

We, the PSCW and the Wisconsin Department of Natural Resources (WDNR) filed motions for direct, expedited appeal in
mid-December 2004 with the Supreme Court of Wisconsin. In January 2005, the Supreme Court of Wisconsin agreed to
hear the appeal. The Supreme Court heard oral arguments in this matter on March 30, 2005. We anticipate a decision to be
issued no later than June 30, 2005.

We continue to work with the PSCW, the WDNR and other agencies to obtain all required permits and project approvals.
The major permits and the status regarding these permits are discussed below.

In September 2003, several parties filed a request with the WDNR for a contested case hearing in connection with our
application to the WDNR for a permit for wetlands and waterways alterations and construction on the bed of Lake
Michigan for the construction of the Elm Road units. That request was granted and assigned to an administrative law
judge. The hearing took place in August 2004 and post hearing briefing concluded in September 2004. In November 2004,
the administrative law judge approved the WDNR's issuance of the wetlands and waterways permit (Chapter 30 permit)
for the Elm Road units. In December 2004, two opponents filed a petition for review of the decision in Dane County
Circuit Court. In January 2005, we filed a motion to dismiss the opponents' petition. The WDNR joined in this motion. In
March 2005, the court dismissed the appeal based on improper filing procedures by the opponents. The opponents have
appealed the court's dismissal to the Wisconsin Court of Appeals.
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We applied to the WDNR to modify the existing Wisconsin Pollution Discharge Elimination System (WPDES) permit at
this location that is required for operation of the water intake and discharge system for the planned Elm Road and existing
Oak Creek generating units. In March 2005, the WDNR determined that the proposed cooling water intake structure and
water discharge system meets regulatory requirements and reissued the WPDES permit with specific limitations and
conditions. The opponents have filed a petition for judicial review in Dane County Circuit Court and have indicated they
will seek an administrative contested case hearing to challenge the WDNR's decision. Additionally, we have applied to the
Army Corps of Engineers for the federal permit necessary for the construction of the Elm Road units. We anticipate a
decision on this permit in the second quarter of 2005. A decision favorable to the project may be contested by project
opponents.
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In January 2004, the WDNR issued the Air Pollution Control and Construction Permit to Wisconsin Electric for the Elm
Road units. In February 2004, certain project opponents filed a petition for judicial review in the Dane County Circuit
Court. At the same time, the project opponents submitted a request for a contested case hearing with the WDNR which
was granted. Petitioners subsequently agreed to dismiss their petition for judicial review. The contested case hearing was
held in October 2004. In February 2005, an administrative law judge issued a decision affirming the WDNR January 2004
issuance of the Air Pollution Control and Construction Permit. In February 2005, the project opponents filed a petition for
judicial review of the decision with the Dane County Circuit Court. A Dane County Circuit Court judge has been assigned
to the matter, but no timetable for the judicial review has been set.

The terms of our construction contract with Bechtel for the Elm Road units presently provide that full notice to proceed
must be given to Bechtel by July 1, 2005. In order for Bechtel to be able to proceed on July 1, it must begin site
mobilization activities in May. We are unable to state whether the project could proceed if delayed beyond July 1, 2005.

UTILITY RATES AND REGULATORY MATTERS

In the state of Wisconsin, Wisconsin Electric and Wisconsin Gas rates are governed by an order from the PSCW issued in
March 2000 in connection with the approval of the WICOR acquisition. Under this order, Wisconsin Electric and
Wisconsin Gas are restricted from increasing Wisconsin rates for a five year period ending December 31, 2005, with
certain exceptions. Under the March 2000 order, a full rate review will be required by the PSCW for rates beginning in
January 1, 2006. We expect to make filings in the second and third quarters of 2005 in connection with this PSCW review.

Limited Rate Adjustment Requests

2005 Revenue Deficiencies:

In May 2004, Wisconsin Electric filed an application with the PSCW for an increase in electric and steam rates for
anticipated 2005 revenue deficiencies associated with (1) costs for the new Port Washington Generating Station and the
Elm Road Generating Station being constructed as part of our Power the Future strategy, (2) costs associated with our
energy efficiency procurement plan and (3) costs associated with making changes to our steam utility systems as part of
the reconstruction of the Marquette Interchange highway project in downtown Milwaukee, Wisconsin. The filing
identified anticipated revenue deficiencies in 2005 attributable to Wisconsin in the amount of $84.8 million (4.5%) for the
electric operations of Wisconsin Electric, and $0.5 million (3.6%) for Wisconsin Electric's steam operations. In January
2005, as a result of the litigation involving our Elm Road units, we amended this filing to reduce the total revenue request
to $52.4 million. In April 2005, the PSCW made an oral decision to approve the request as modified. A final calculation
of the increase cannot be made until the PSCW issues its written order.
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2005 Fuel Recovery Filing:

In February 2005, Wisconsin Electric filed an application with the PSCW for an increase in electric rates in the amount
of $114.9 million due to the increased costs of fuel and purchased power as a result of customer growth and the increase in
the reliance upon natural gas as a fuel source. We received approval for the increase in fuel recoveries on an interim basis
in March 2005. The revenues associated with this interim order will be subject to refund and the costs associated with the
filing will be audited by the PSCW. Under the fuel rules, Wisconsin Electric would have to refund to customers any over
recoveries of fuel costs plus interest at a rate of 12.2%.

Other Utility Rate Matters

Bad Debt Costs:

In December 2004, we filed with the PSCW a request to implement a pilot program, which, among other things, is
designed to better match our collection efforts with the ability of low
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income customers to pay their bills. Included in this filing was a request to implement escrow accounting for all
residential bad debt costs. In February 2005, the PSCW approved our pilot program and our request for escrow
accounting. The final decision was received in March 2005. The escrow method of accounting for bad debt costs allows
for deferral of bad debt expense that exceed amounts allowed in rates.

Environmental Trust Financing:

In March 2004, the Governor of Wisconsin signed into law a measure that gives utilities the ability to securitize the
portion of customer bills that recovers the cost of certain investments intended to improve the environment. The measure
would result in a lower cost to customers when compared to traditional financing and ratemaking. In June 2004,
Wisconsin Electric filed an application with the PSCW that sought authority to issue up to $500 million of environmental
trust bonds pursuant to this legislation. In October 2004, the PSCW approved an order authorizing Wisconsin Electric to
issue environmental trust bonds to finance the recovery of $425 million of environmental control costs plus up-front
financing costs. The proposed terms of the bonds are subject to further PSCW approval prior to issuance. In January 2005,
we notified the PSCW that we would not issue environmental trust bonds until the satisfactory resolution of tax rulings
associated with the proposed securitization and the resolution of the Elm Road proceedings before the Supreme Court of
Wisconsin. The issuance would also be dependent upon market conditions.

Midwest ISO Day 2:

In January 2005, we requested deferral accounting treatment from the PSCW for certain incremental costs or benefits that
may occur due to the implementation on April 1, 2005 of the Midwest ISO Day 2 energy market. We received approval
for this accounting treatment in March 2005. Additionally, in March 2005, we submitted a joint proposal to the PSCW
with other utilities requesting escrow accounting treatment for Midwest ISO Day 2 costs until each utility's first rate case
following April 1, 2008. For additional information see Electric Transmission and Energy Markets -- Midwest ISO below.

Nuclear Refueling Outages - 2005:

In January 2005, we requested deferral accounting treatment for non-fuel operations and maintenance expenses related to
the second nuclear refueling outage expected to occur in the fall of 2005. In March 2005, the PSCW denied this request.

Copyright © 2012 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

http://www.secdatabase.com


NUCLEAR OPERATIONS

Wisconsin Electric owns two 518-megawatt electric generating units (Unit 1 and Unit 2) at Point Beach Nuclear Plant in
Two Rivers, Wisconsin. The Plant is operated by Nuclear Management Company, LLC (NMC), a joint venture of the
Company and affiliates of other unaffiliated utilities.

Each Unit at the Plant has a scheduled refueling outage approximately every 18 months. In 2004, Unit 1 had a scheduled
refueling outage in the second quarter. In 2005 we have two scheduled outages. The Unit 2 outage began in April 2005
and the Unit 1 outage is scheduled over the third and fourth quarters. During these scheduled refueling outages we will
replace the reactor vessel heads in each Unit. This work, along with other planned maintenance, is expected to result in
longer than normal outages. During scheduled refueling outages, we incur significant operations and maintenance costs
for work performed during the outages and we incur costs associated with replacement power.

INDUSTRY RESTRUCTURING AND COMPETITION

Electric Transmission and Energy Markets

Midwest ISO:

On April 1, 2005, the Midwest ISO implemented a bid-based energy market. The market requires that all market
participants submit day-ahead and/or real-time bids and offers for energy at
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locations across the Midwest ISO region. Midwest ISO then calculates the most efficient solution for all the bids and
offers made into the market that day. The Midwest ISO is responsible to ensure that load requirements in the region are
met reliably and efficiently, and to manage congestion on the transmission system.

As part of the energy market, the Midwest ISO implemented a Locational Marginal Pricing (LMP) system, a market -
based platform for valuing transmission congestion. The LMP system includes the ability to mitigate or eliminate
congestion costs through the use of Financial Transmission Rights (FTRs). FTRs are allocated to market participants by
the Midwest ISO. The first allocation of FTRs was completed for the period of April 1, 2005 through August 31, 2005. As
the Midwest ISO market only recently commenced operations, Wisconsin Electric and Edison Sault are unable to predict
at this time what, if any, financial impact the LMP congestion pricing system might have. The FTR allocation process will
be performed again for the period from September 1, 2005 to May 31, 2006. It is unknown how many FTRs Wisconsin
Electric and Edison Sault will be granted during that allocation process and thus to what degree Wisconsin Electric and
Edison Sault will incur congestion charges.

To mitigate the risks of this new bid-based energy market, we requested deferral accounting treatment from the PSCW in
January 2005 for certain incremental costs or benefits that may occur due to the implementation of the Midwest ISO Day
2 energy markets. Our request excluded LMP energy costs because these costs are subject to recovery under the
Wisconsin Fuel Cost Adjustment Procedure. In March 2005, the PSCW accepted our request. We submitted another joint
proposal with other utilities in March 2005, requesting escrow accounting treatment for Midwest ISO Day 2 costs until
each utility's first rate case following April 1, 2008.

Midwest ISO -- PJM Interconnection, L.L.C (PJM) Regional Transmission Charges:

The FERC permits transmission owning utilities that have not joined a regional transmission organization (RTO) to
propose a charge to recover revenues that would be lost as a result of RTO membership. These lost revenues result from
FERC's requirement that, within an RTO and for transmission between the electric transmission systems operated by the
Midwest ISO and PJM, entities that currently pay a transmission charge to move energy through or out of a neighboring
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transmission system will no longer pay this charge to the neighboring transmission system owner or operator upon the
neighboring transmission system owner or operator joining an RTO.

The FERC has ordered the elimination of through and out transmission charges for transactions between the Midwest ISO
and the PJM, an RTO adjacent to the Midwest ISO that manages the transmission system extending from Northern Illinois
to the Mid-Atlantic States. In addition, FERC ordered a seams elimination charge to be paid by Midwest ISO load serving
entities from December 1, 2004 until March 31, 2006, to compensate transmission owners for the loss of revenues
resulting from the joining of an RTO and/or FERC's elimination of through and out transmission charges between the
Midwest ISO and PJM. The FERC ordered that certain existing transmission transactions continue to pay for through and
out service from December 1, 2004 until March 31, 2006. The details of the seams elimination charge and the
quantification of the existing transaction charge are the subject of a hearing process initiated by FERC in a February 2005
order. A decision from the hearing process is expected in the second half of 2006. We are currently unable to determine
the impacts on Wisconsin Electric and Edison Sault, however we do not anticipate material financial impacts.

ENVIRONMENTAL MATTERS

National Ambient Air Quality Standards:

In 2004, the United States Environmental Protection Agency (EPA) began implementing the National Ambient Air
Quality Standards (NAAQS) for 8-hour ozone and fine particulate matter (PM 2.5 ) by designating nonattainment areas in
the country. The states are currently developing rules to implement the new standards. Although specific emission control
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requirements are not yet defined, Wisconsin Electric believes that the revised standards will likely require significant
reductions in SO2 and NOx emissions from coal-fired generating facilities. Reductions associated with the new fine
particulate matter standards are expected to be implemented in stages after the year 2010 and extending to the year 2017.

Ozone Non-Attainment Standards:

The 1-hour ozone nonattainment rules currently being implemented by the state of Wisconsin and ozone transport rules
implemented by the state of Michigan limit NOx emissions in phases over the next five years. Wisconsin Electric
currently expects to incur total annual operation and maintenance costs of $1 to $2 million during the period 2004 through
2007 to comply with the Michigan and Wisconsin rules. In January 2000, the PSCW approved Wisconsin Electric's
comprehensive plan to meet the Wisconsin regulations, permitting recovery in rates of NOx emission reduction costs over
an accelerated 10-year recovery period.

In April 2004, the EPA designated 10 counties in Southeastern Wisconsin as nonattainment areas for the 8-hour ozone
NAAQS. States will be required to develop and submit State Implementation Plans to the EPA by June 2007 to
demonstrate how they intend to comply with the 8-hour ozone NAAQS. We expect reductions needed to achieve
compliance with the 8-hour ozone attainment standard will be implemented in stages from 2007 through 2010. Wisconsin
Electric believes that compliance with the NOx emission reductions requirements under the agreements with the WDNR
and EPA will substantially mitigate costs to comply with the EPA's 8-hour ozone NAAQS. However, the timing of the
requirements may be impacted by requiring earlier installation of NOx controls at some units, depending on how the states
implement the rules.

In December 2004, the EPA designated PM 2.5 nonattainment areas in the country. All counties in the state of Wisconsin
were designated as attainment with the standard.

The EPA issued the final Clean Air Interstate Rule (CAIR) regulations in March 2005 to facilitate the states in meeting the
8-hour ozone and PM 2.5 standards by addressing the regional transport of SO2 and NOx. The proposed rules would
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require NOx and SO2 emission reductions in two phases from electric generating units located in a 28-state region within
the eastern United States. Wisconsin and Michigan are affected states under CAIR. The states will develop
implementation plans, and until those plans are in place, it is not possible to estimate the impact. However, Wisconsin
Electric believes that compliance with the NOx and SO2 emission reductions requirements under the agreements with the
WDNR and EPA will substantially mitigate costs to comply with the CAIR rule.

In our Form 10-K for the year ended December 31, 2004, we previously disclosed that we expected to incur
approximately $600 million of capital costs over the 10 years ending 2013 to comply with the EPA consent decree. There
could be additional costs of compliance with the EPA consent decree should Wisconsin Electric elect to control rather
than retire Units 5 and 6 at the Oak Creek Power Plant. We believe this additional cost may add approximately
$150 million to $350 million to the estimate.

Mercury Emission Control Rulemaking:

As required by the 1990 amendments to the Federal Clean Air Act, the EPA issued a regulatory determination in
December 2000 that utility mercury emissions should be regulated. The EPA issued the final Clean Air Mercury Rule
(CAMR) in March 2005. The compliance dates for the federal rule is 2010 for Phase I and 2018 for Phase II. Additional
expenditures will be required to meet the first and second phases of the federal rules. Because the technology is under
development, it is difficult to estimate the cost. The expenditures for Phase I are not likely to be significant. We believe
the range of possible expenditures for Phase II could be approximately $50 million to $200 million.

The federal rule is being challenged by a number of states including Wisconsin. Depending on the litigation, the timing
for compliance may be affected. The construction air permit issued for Elm Road Generating Station is not impacted by
the new rules.
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The WDNR independently developed mercury emission control rules that affect electric utilities in Wisconsin. The
mercury control rules became effective in October 2004. The rules require emission reductions of 40% by 2010 and 75%
by 2015. The rules explicitly recognize an underlying state statutory restriction that state regulations cannot be more
stringent than those included in any federal program. The rules state that the WDNR must adopt state rule changes within
18 months of publication of any federal rules. State rules are to be changed to be consistent with, and no more restrictive
than, any federal rules. Our compliance planning estimates show that no additional emission control investments are likely
to be needed to meet the state mercury rules. This is because the challenged federal rules are very likely to be in place
prior to the compliance dates contained in the state rule.

ACCOUNTING DEVELOPMENTS

New Pronouncements:

In December 2004, the FASB issued SFAS No. 123 (revised 2004), Share-Based Payment (SFAS 123R). In April 2005,
the SEC deferred the effective date of SFAS 123R to January 1, 2006. This statement requires that the compensation costs
relating to such transactions be recognized in the consolidated income statement. We are currently evaluating the
provisions of SFAS 123R and expect to adopt it on January 1, 2006. We have not yet determined the method of transition.
For further information, see Note 4 -- Common Equity in the Notes to Consolidated Condensed Financial Statements in
Item 1 of Part I of this report.
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In March 2005, the FASB issued FSP FIN 46R - 5, Implicit Variable Interests under FASB Interpretation 46 (revised
December 2003), Consolidation of Variable Interest Entities. This statement requires that holdings of implicit variable
interests are evaluated when applying Interpretation 46R. An implicit variable interest is defined as an implied pecuniary
interest in an entity that changes with changes in the fair value of the entity's net assets exclusive of variable interests. We
are currently evaluating FSP FIN 46R - 5.

In March 2005, the FASB issued FASB Interpretation 47, Accounting for Conditional Asset Retirement Obligations (FIN
47), an interpretation of FASB Statement No. 143. FIN 47 defines the term conditional asset retirement obligation as used
in Statement No. 143. As defined in FIN 47, a conditional asset retirement obligation refers to a legal obligation to
perform an asset retirement activity in which the timing and/or method of settlement are conditional on a future event that
may or may not be within the control of the entity. We are currently evaluating FIN 47, but we do not expect an impact on
the results of our regulated operations due to the regulatory treatment of asset retirement costs. FIN 47 will be effective for
the fiscal year ending December 31, 2005.

CAUTIONARY FACTORS

This report and other documents or oral presentations contain or may contain forward-looking statements made by or on
behalf of Wisconsin Energy. These statements are based upon management's current expectations and are subject to risks
and uncertainties that could cause our actual results to differ materially from those contemplated in the statements.
Readers are cautioned not to place undue reliance on the forward-looking statements. When used in written documents or
oral presentations, the terms "anticipates," "believes," "estimates," "expects," "forecasts," "intends," "may," "objectives,"
"plans," "possible," "potential," "projects" and similar expressions are intended to identify forward-looking statements. In
addition to the assumptions and other factors referred to specifically in connection with these statements, factors that
could cause our actual results to differ materially from those contemplated in any forward-looking statements or otherwise
affect our future results of operations and financial condition include, among others, the following:
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• Factors affecting utility operations such as unusual weather conditions; catastrophic weather-related or terrorism-
related damage; availability of electric generating facilities; unscheduled generation outages, or unplanned
maintenance or repairs; unanticipated changes in fossil fuel, nuclear fuel, purchased power, gas supply or water
supply costs or availability due to higher demand, shortages, transportation problems or other developments;
nonperformance by electric energy or natural gas suppliers under existing power purchase or gas supply contracts;
nuclear or environmental incidents; resolution of used nuclear fuel storage and disposal issues; electric
transmission or gas pipeline system constraints; unanticipated organizational structure or key personnel changes;
collective bargaining agreements with union employees or work stoppages; inflation rates; or demographic and
economic factors affecting utility service territories or operating environment.

• Regulatory factors such as unanticipated changes in rate-setting policies or procedures; unanticipated changes in
regulatory accounting policies and practices; industry restructuring initiatives; transmission system operation and/
or administration initiatives; recovery of costs of previous investments made under traditional regulation;
recovery of costs associated with adoption of changed accounting standards; required changes in facilities or
operations to reduce the risks or impacts of potential terrorist activities; required approvals for new construction;
changes in the United States Nuclear Regulatory Commission's regulations related to Point Beach Nuclear Plant
or a permanent repository for used nuclear fuel; changes in the regulations of the United States Environmental
Protection Agency as well as the Wisconsin or Michigan Departments of Natural Resources, including but not
limited to regulations relating to the release of emissions from fossil-fueled power plants such as carbon dioxide,
sulfur dioxide, nitrogen oxide, small particulates or mercury; the siting approval process for new generation and
transmission facilities; recovery of costs associated with implementation of a bid based energy market; or changes
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in the regulations from the Wisconsin Department of Natural Resources related to the siting approval process for
new pipeline construction.

• Unexpected difficulties or unanticipated effects of the qualified five-year electric and gas rate freeze ordered by
the Public Service Commission of Wisconsin as a condition of approval of the WICOR merger in 2000.

• The changing electric and gas utility environment as market-based forces replace strict industry regulation and
other competitors enter the electric and gas markets resulting in increased wholesale and retail competition.

• Unanticipated operational and/or financial consequences related to implementation of the Midwest Independent
Transmission System Operator, Inc. bid-based energy market that started in April 2005 and the associated
outcome of our request of the Public Service Commission of Wisconsin to escrow potential future rate recovery
for the incremental costs or benefits resulting from this new energy market.

• Consolidation of the industry as a result of the combination and acquisition of utilities in the Midwest, nationally
and globally.

• Factors which impede execution of our Power the Future strategy, including receipt of necessary state and federal
regulatory approvals, timely and successful resolution of legal challenges, local opposition to siting of new
generating facilities, construction risks and obtaining the investment capital from outside sources necessary to
implement the strategy.

• Restrictions imposed by various financing arrangements and regulatory requirements on the ability of our
subsidiaries to transfer funds to us in the form of cash dividends, loans or advances.

• Changes in social attitudes regarding the utility and power industries.
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• Customer business conditions including demand for their products or services and supply of labor and material
used in creating their products and services.

• The cost and other effects of legal and administrative proceedings, settlements, investigations and claims and
changes in those matters.

• Factors affecting the availability or cost of capital such as: changes in interest rates and other general capital
market conditions; our capitalization structure; market perceptions of the utility industry, us or any of our
subsidiaries; or security ratings.

• Federal, state or local legislative factors such as changes in tax laws or rates; changes in trade, monetary and fiscal
policies, laws and regulations; electric and gas industry restructuring initiatives; changes in the Price-Anderson
Act; changes in environmental laws and regulations; or changes in allocation of energy assistance, including state
public benefits funds.

• Authoritative generally accepted accounting principle or policy changes from such standard setting bodies as the
Financial Accounting Standards Board, the Securities and Exchange Commission and the Public Company
Accounting Oversight Board.

• Unanticipated technological developments that result in competitive disadvantages and create the potential for
impairment of existing assets.

• Possible risks associated with non-utility operations and investments, such as: general economic conditions;
competition; operating risks; dependence upon certain suppliers and customers; the cyclical nature of property
values that could affect real estate investments; unanticipated changes in environmental or energy regulations;
unanticipated changes in market rules; timely regulatory approval without onerous conditions of potential
acquisitions or divestitures; risks associated with minority investments, where there is a limited ability to control
the development, management or operation of the project; and the risk of higher interest costs associated with
potentially reduced securities ratings by independent rating agencies as a result of these and other factors.

• Legislative or regulatory restrictions or caps on non-utility acquisitions, investments or projects, including the
state of Wisconsin's amended public utility holding company law.

• Other business or investment considerations that may be disclosed from time to time in our Securities and
Exchange Commission filings or in other publicly disseminated written documents.
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We undertake no obligation to publicly update or revise any forward-looking statements, whether as a result of new
information, future events or otherwise.

*****

For certain other information which may impact our future financial condition or results of operations, see Item 1,
Financial Statements -- Notes to Consolidated Condensed Financial Statements, in Part I of this report as well as Item 1,
Legal Proceedings, in Part II of this report.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

For information concerning market risk exposures at Wisconsin Energy Corporation, see Item 2, Management's
Discussion and Analysis of Financial Condition and Results of Operations -- Factors Affecting Results, Liquidity and
Capital Resources -- Market Risks and Other Significant Risks in Part I
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of this report. For information concerning other market risk exposures, see Item 7, Management's Discussion and Analysis
of Financial Condition and Results of Operations -- Factors Affecting Results, Liquidity and Capital Resources -- Market
Risks and Other Significant Risks, in Part II of Wisconsin Energy's 2004 Annual Report on Form 10-K.

ITEM 4. CONTROLS AND PROCEDURES

Disclosure Controls and Procedures:

Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, has evaluated the
effectiveness of our disclosure controls and procedures (as such term is defined in Rules 13a-15(e) and 15d-15(e) under
the Securities Exchange Act of 1934, as amended (Exchange Act)) as of the end of the period covered by this report.
Based on such evaluation, our Chief Executive Officer and Chief Financial Officer have concluded that, as of the end of
such period, our disclosure controls and procedures are effective in recording, processing, summarizing and reporting, on
a timely basis, information required to be disclosed by us in the reports that we file or submit under the Exchange Act.

Internal Control Over Financial Reporting:

There has not been any change in our internal control over financial reporting (as such term is defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) during the fiscal quarter to which this report relates that has materially affected, or is
reasonably likely to materially affect, our internal control over financial reporting.

PART II -- OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS
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The following should be read in conjunction with Item 3, Legal Proceedings, in Part I of our 2004 Annual Report on
Form 10-K.

In addition to those legal proceedings discussed in our reports to the SEC, we are currently, and from time to time, subject
to claims and suits arising in the ordinary course of business. Although the results of these legal proceedings cannot be
predicted with certainty, we believe, after consultation with legal counsel, that the ultimate resolution of these proceedings
will not have a material adverse effect on our financial condition.

UTILITY RATES AND REGULATORY MATTERS

See Item 2, Management's Discussion and Analysis of Financial Condition and Results of Operations -- Factors Affecting
Results, Liquidity and Capital Resources -- Utility Rates and Regulatory Matters in Part I of this report for information
concerning rate matters in the jurisdictions where Wisconsin Electric, Wisconsin Gas and Edison Sault do business.

Power the Future:

See Item 2, Management's Discussion and Analysis of Financial Condition and Results of Operations -- Factors Affecting
Results, Liquidity and Capital Resources -- Power the Future in Part I of this report for information concerning recent
PSCW and other actions related to our Power the Future strategy.

32

OTHER MATTERS

Stray Voltage:

In recent years, several actions by dairy farmers have been commenced or claims made against Wisconsin Electric for
loss of milk production and other damages to livestock allegedly caused by stray voltage resulting from the operation of
its electrical system.

On June 25, 2003, the Supreme Court of Wisconsin upheld a Court of Appeals decision that affirmed a jury's verdict
against Wisconsin Electric, awarding $1.2 million to the plaintiffs in a stray voltage lawsuit. The Supreme Court of
Wisconsin rejected the argument that if a utility company's measurement of stray voltage is below the PSCW "level of
concern," such company cannot be found negligent in stray voltage cases. The Supreme Court decision held that PSCW
regulations regarding stray voltage were only minimum standards to be considered by a jury in stray voltage litigation.
However, the Supreme Court remanded back to the trial court its requirement imposed on Wisconsin Electric to replace a
cable with an ungrounded distribution line. In February 2005, the parties reached an agreement to settle all remaining
issues in the case.

On February 26, 2004, a Wisconsin jury awarded $850,000 to a dairy farmer who alleged that Wisconsin Electric's
distribution system caused damages to his livestock. Wisconsin Electric has filed an appeal in this decision. The claim
made against Wisconsin Electric in this case is not expected to have a material adverse effect on our financial statements.
One other stray voltage case was pending against Wisconsin Electric; however, in March 2005 the parties reached an
agreement to settle all issues in the case. The settlement did not have a material adverse effect on our financial statements.
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Even though any claims which may be made against Wisconsin Electric with respect to stray voltage and ground currents
are not expected to have a material adverse effect on its financial condition, we continue to evaluate various options and
strategies to mitigate this risk.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS [AND ISSUER
PURCHASES OF EQUITY SECURITIES]

ISSUER PURCHASES OF EQUITY SECURITIES

There were no purchases of our equity securities made by or on behalf of us or any affiliated purchaser (as defined in
Exchange Act Rule 10b-18) during the three month period ended March 31, 2005. We do not report shares purchased by
independent agents to satisfy obligations under our employee benefit plans and stock purchase and dividend reinvestment
plan under this Item.

33

ITEM 6. EXHIBITS

Exhibit No.

3 Articles of Incorporation and By-laws

3.1
Bylaws of Wisconsin Energy Corporation, as amended to May 5, 2005
(effective as of May 5, 2005). (Exhibit 3.2(b) to Wisconsin Energy
Corporation's 12/31/2004 Form 10-K.)

10Material Contracts

10.1 Membership Interest Purchase Agreement between CET Two, LLC and
Tenaska Power Fund, L.P., dated as of March 24, 2005.

Copyright © 2012 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

http://www.secdatabase.com


31 Rule 13a-14(a) / 15d-14(a) Certifications

31.1 Certification Pursuant to Rule 13a-14(a) or 15d-14(a), as Adopted Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.

31.2 Certification Pursuant to Rule 13a-14(a) or 15d-14(a), as Adopted Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.

32 Section 1350 Certifications

32.1 Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.

32.2 Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.

34

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be
signed on its behalf by the undersigned thereunto duly authorized.

Copyright © 2012 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

http://www.secdatabase.com


WISCONSIN ENERGY CORPORATION

(Registrant)

/s/STEPHEN P. DICKSON

Date: May 2, 2005 Stephen P. Dickson, Controller, Principal Accounting Officer
and duly authorized officer
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Exhibit 31.1

Certification Pursuant to
Rule 13a-14(a) or 15d-14(a),

as Adopted Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

I, Gale E. Klappa, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Wisconsin Energy Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period
covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under
our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most
recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant's internal control over financial reporting; and

5. The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent
functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal
control over financial reporting.

Date: May 2, 2005

/s/ GALE E. KLAPPA
Gale E. Klappa
Chief Executive Officer
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Exhibit 31.2

Certification Pursuant to
Rule 13a-14(a) or 15d-14(a),

as Adopted Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

I, Allen L. Leverett, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Wisconsin Energy Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period
covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most
recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant's internal control over financial reporting; and

5. The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent
functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal
control over financial reporting.

Date: May 2, 2005

/s/ALLEN L. LEVERETT
Allen L. Leverett
Chief Financial Officer
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Exhibit 32.1

Certification Pursuant to
18 U.S.C. Section 1350,
As Adopted Pursuant to

Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the Quarterly Report of Wisconsin Energy Corporation (the "Company") on Form 10-Q for the
period ended March 31, 2005, as filed with the Securities and Exchange Commission on May 2, 2005 (the "Report"),
I, Gale E. Klappa, as Chief Executive Officer of the Company, hereby certify, pursuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, to the best of my knowledge, that:

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of
1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and
results of operations of the Company.

/s/GALE E. KLAPPA

Gale E. Klappa
Chief Executive Officer
May 2, 2005

A signed original of this written statement required by Section 906, or other document authenticating, acknowledging,
or otherwise adopting the signature that appears in typed form within the electronic version of this written statement
required by Section 906, has been provided to Wisconsin Energy Corporation and will be retained by Wisconsin
Energy Corporation and furnished to the Securities and Exchange Commission or its staff upon request.
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Exhibit 32.2

Certification Pursuant to
18 U.S.C. Section 1350,
As Adopted Pursuant to

Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the Quarterly Report of Wisconsin Energy Corporation (the "Company") on Form 10-Q for the
period ended March 31, 2005, as filed with the Securities and Exchange Commission on May 2, 2005 (the "Report"),
I, Allen L. Leverett, as Chief Financial Officer of the Company, hereby certify, pursuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, to the best of my knowledge, that:

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of
1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and
results of operations of the Company.

/s/ALLEN L. LEVERETT

Allen L. Leverett
Chief Financial Officer
May 2, 2005

A signed original of this written statement required by Section 906, or other document authenticating, acknowledging,
or otherwise adopting the signature that appears in typed form within the electronic version of this written statement
required by Section 906, has been provided to Wisconsin Energy Corporation and will be retained by Wisconsin
Energy Corporation and furnished to the Securities and Exchange Commission or its staff upon request.
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Exhibit 10.1

______________________________________________________________________________

MEMBERSHIP INTERESTS PURCHASE AGREEMENT

between

CET TWO, LLC

and

TENASKA POWER FUND, L.P.

Dated as of March 24, 2005

______________________________________________________________________________

1

TABLE OF CONTENTS

Page

ARTICLE 1. DEFINITIONS; RULES OF INTERPRETATION 1

1.1 Definitions 1

1.2 Rules of Interpretation 10

ARTICLE 2. SALE AND PURCHASE 11
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2.1 Sale and Purchase of the Purchased Interests 11

2.2 Closing 11

2.3 Working Capital Reconciliation 11

2.4 Buyer Security 12

ARTICLE 3. REPRESENTATIONS AND WARRANTIES OF SELLER 12

3.1 Corporate Status, etc. 12

3.2 Capitalization 13

3.3 Conflicts; Consents 13

3.4 Project Assets 14

3.5 Brokers and Finders 14

3.6 Compliance with Law 14

3.7 Litigation 14

3.8 Bankruptcy 15

3.9 Public Utility 15

ARTICLE 4. REPRESENTATIONS AND WARRANTIES REGARDING PROJECT
COMPANIES 15

4.1 Corporate Status, etc 15

4.2 Company Permits 15
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4.3 Capitalization 15

4.4 Taxes 16

4.5 ERISA 17

4.6 Operators 17

4.7 Conflicts; Consents 18

4.8 Compliance with Law 18

4.9 Litigation 19

4.10 Bankruptcy 19

4.11 Title to Property; Absence of Encumbrances 19

4.12 Contracts 20

4.13 Insurance 22

4.14 Environmental Matters 22

4.15 Bank Accounts 22

4.16 Financial Statements and Working Capital 22

4.17 Books and Records 23

4.18 Regulatory Status 23

4.19 Undisclosed Liabilities 24
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ii

4.20 Disclaimer of Representations and Warranties 24

TABLE OF CONTENTS
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6.1 Conduct of Business 27

6.2 Efforts to Consummate Sale 28

6.3 No Delay 29

6.4 Access and Information; Physical Inventory 29

6.5 Operators 30

6.6 Publicity 31

6.7 Transfer Taxes 31

6.8 Notification of Certain Matters 31

6.9 Replacement Security 31

6.10 Casualty and Condemnation 32

6.11 Environmental Insurance 33

6.12 Gas Costs 33

ARTICLE 7. CONDITIONS TO THE SALE 33

7.1 Conditions to the Obligations of Both Parties 33

7.2 Conditions to the Obligations of Buyer 34
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ARTICLE 8. POST-CLOSING MATTERS 36
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8.1 Allocation 36

8.2 Tax Matters 37

8.3 Severance Payments 38

8.4 Excluded Items 38

8.5 Insurance Claims 38
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ARTICLE 9. SURVIVAL OF REPRESENTATIONS AND WARRANTIES;
INDEMNIFICATION 38
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ARTICLE 10. TERMINATION 43

10.1 Termination 43

10.2 Effect of Termination 43

ARTICLE 11. GENERAL PROVISIONS 44
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MEMBERSHIP INTERESTS PURCHASE AGREEMENT

This Membership Interests Purchase Agreement dated as of March 24, 2005 ("Agreement"), is between CET Two, LLC, a
Delaware limited liability company ("Seller"), and Tenaska Power Fund, L.P., a Delaware limited partnership ("Buyer").

W I T N E S S E T H:

WHEREAS, Seller owns all of the issued and outstanding membership interests in Calumet Energy Team, LLC, a Delaware
limited liability company ("CET"), and in CET One, LLC, a Delaware limited liability company ("CET One"), which together
own, directly or indirectly, all of the assets and business of an approximately 300 MW generating facility located in Chicago,
Illinois, known as the Calumet Energy Center (the "Facility"); and

WHEREAS, subject to the terms and conditions set forth herein, Seller desires to sell to Buyer, and Buyer desires to purchase
from Seller, all of the issued and outstanding membership interests in CET and CET One.
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NOW, THEREFORE, in consideration of the premises and the mutual covenants and agreements set forth herein, and for other
good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the Parties (as defined in
Section 1.1), intending to be legally bound, hereby agree as follows:

ARTICLE 1.

DEFINITIONS; RULES OF INTERPRETATION

1.1 Definitions. As used in this Agreement, the following terms shall have the following meanings:

"Accounts" means the accounts identified in Schedule 4.15.

"Affected Soils and Groundwater" means any soils or groundwater containing Hazardous Substances that were Released at or
from the Site prior to Closing.

"Affiliate" means, with respect to any Person, (i) each entity that such Person Controls, (ii) each Person that Controls such
Person, and (iii) each entity that is under common Control with such Person.

"Agreement" has the meaning set forth in the preamble to this Agreement.

"Ancillary Documents" means the Assignments and the Termination and Release Agreement.

"Assignments" means two assignments, each substantially in the form set forth on Exhibit A for each of CET and CET One,
whereby Seller will transfer the Purchased Interests to Buyer.

1

"Base Price" has the meaning set forth in Section 2.1(b).

"Blades and Vanes Payments" means the monetary payments made or to be made by Seller or CET Three for, inter alia, blades
and vanes pursuant to the Equipment Sales Agreement.

"Business Day" means any day other than a Saturday, Sunday or any day on which commercial banks in Chicago, Illinois are
not authorized to open or are required to close.

"Buyer" has the meaning set forth in the preamble to this Agreement.

"Buyer Indemnified Party" means Buyer, each of its Affiliates, and each of their respective Representatives.

"

Capacity Reservation Agreement" means that certain Capacity Reservation Agreement dated as of February 20, 2003,

between Midwest Generation, LLC and CET.

"CERCLA" means the federal Comprehensive Environmental Response, Compensation and Liability Act of 1980.

"CET" has the meaning set forth in the recitals to this Agreement.

"CET One" has the meaning set forth in the recitals to this Agreement.

"CET Three" means CET Three, LLC, a Delaware limited liability company and wholly owned direct Subsidiary of CET One.
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"City" means the City of Chicago.

"City Capacity Reservation Agreement" means that certain Capacity Reservation Agreement dated as of November 30, 1999,
between CET and the City.

"Claim" means any claim, counterclaim, cross-claim, demand, cause of action, suit, notice of violation, or governmental
order, in each case made against an Indemnified Party by a Person that is not an Indemnified Party in respect of such
claim, counterclaim, cross-claim, demand, cause of action, suit, notice of violation, or governmental order, whether any of the
foregoing be founded or unfounded, of any kind and nature whatsoever, including for remedial action; provided, that any claim,
counterclaim, cross-claim, demand, cause of action, or suit by (i) a Representative of a Project Company, Seller, or a Seller
Affiliate against a Buyer Indemnified Party arising out of the acts or omissions of a Project Company, Seller, or a Seller Affiliate
prior to Closing shall be a Claim for the purposes hereof, and (ii) (A) an Affiliate of Buyer against Buyer or against another
Affiliate of Buyer or (B) an Affiliate of Seller that is not a Project Company against Seller or against another Affiliate of Seller
that is not a Project Company, shall not, in each case, be a Claim for purposes hereof.

"Closing" has the meaning set forth in Section 2.2.

"Closing Date" has the meaning set forth in Section 2.2.

2

"Closing Gas Estimate" means the value calculated pursuant to Section 6.12(b) of all natural gas in storage owned by CET as
of fifteen (15) calendar days prior to Closing.

"Closing Severance Payments" means an amount that is equal to six (6) months' base salary for each Operator (i) who was not
given a Qualified Offer by Buyer or a Buyer Affiliate, and (ii) who did not accept an offer of employment by Buyer or a Buyer
Affiliate.

"Code" means the Internal Revenue Code of 1986.

"Consent" means any consent, approval, authorization, notification, waiver, order, application, filing, license, registration or
qualification of or with any Person required pursuant to the Sale.

"Contract" means any written contract, agreement, instrument, undertaking, lease, license, evidence of indebtedness, mortgage,
indenture, purchase order, binding bid, letter of credit, security agreement or other legally binding arrangement.

"Control" means (and including, with correlative meaning, the verb form of such term), as applied to any Person, the possession,
directly or indirectly, of the power to direct or cause the direction of the management and policies of that Person, whether
through the ownership of voting securities, by contract or otherwise.

"decatherm" means one million (1,000,000) British thermal units.

"Disclosures" means all written or electronic information or documentation (including any computer disk and CD ROMs) made
available by Seller to Buyer as part of the sale process of the Project Companies, which contain information as to, inter alia, the
Project Companies, the Facility, the Site, the Purchased Interests, the Excluded Items, the Project Assets, and the Former Real
Property.

"Employee Benefit Plan" means an "employee benefit plan" within the meaning of Section 3(3) of ERISA.

"Environment" means soil, surface water, ground water, land surface, subsurface strata, ambient air, wildlife, plants and other
natural resources.
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"Environmental Claim" means a written Claim, including for personal injury or property damage, arising out of or related to
Environmental Conditions or pursuant to Environmental Laws.

"Environmental Conditions" means Environmental Former Property Conditions and Environmental Site Conditions.

"Environmental Former Property Conditions" means, with respect to or affecting any Former Real Property, except to the extent
caused or contributed to by any Buyer Indemnified Party after the Closing, (i) any Releases of Hazardous Substances, (ii) the
handling, storage, treatment, disposal, recycling, generation or transportation of any Hazardous Substance, (iii) any

3

exposure of individuals to Hazardous Substances and (iv) all matters and conditions subject to or regulated under
Environmental Laws.

"Environmental Insurance" means one or more insurance policies, or binders of coverage issued in anticipation of such
insurance policies, reasonably satisfactory to Buyer, as to which Buyer and the Project Companies are named insureds (subject
to Buyer's obligation in Section 6.11 to include Seller, Seller Parent, WEC, and their Affiliates as named insureds), and
providing reasonably acceptable coverages in relation to Environmental Site Conditions; provided, that one or more insurance
policies, or binders of coverage, issued pursuant to the indication in Schedule 6.11, shall be deemed to be acceptable insurance
policies or binders of coverage.

"Environmental Laws" means all applicable federal, state, and local Laws, having the force and effect of law, relating to
protection of the Environment and/or protection of the health and safety of individuals from exposures to Hazardous Substances
in the Environment, other than the Occupational Safety and Health Act (29 U.S.C. Section 651 et seq.) and any similar state
laws, and any regulations promulgated thereunder.

"Environmental Site Conditions" means (i) Affected Soils or Groundwater, (ii) any Releases of Hazardous Substances arising
out of the handling, storage, treatment, disposal, recycling, or generation of any Hazardous Substances transported from the Site
prior to Closing by or on behalf of any Project Company, and (iii) any exposure prior to Closing of individuals to Hazardous
Substances in the work place or of individuals or property to Hazardous Substances at the Site or otherwise migrating or
emanating from the Site.

"Equipment Sales Agreement" means that certain Equipment Sales Agreement dated as of September 12, 2001 by and between
Siemens Westinghouse Power Corporation and CET Three.

"Equivalent Support Obligation" has the meaning set forth in Section 6.9.

"ERISA" means the Employee Retirement Income Security Act of 1974.

"Estimated Working Capital" means (i) the Working Capital calculated as of the last day of the most recent calendar month
that ended at least fifteen (15) days prior to the Closing with respect to all items on Schedule 4.16, other than the value of any
natural gas in storage owned by CET plus (ii) the Closing Gas Estimate.

"EWG" means exempt wholesale generator, as that term is defined in Section 32 of PUHCA.

"Excluded Items" means the items listed in Schedule 1.1.

"Facility" has the meaning set forth in the recitals to this Agreement, and is a natural gas fired peaking plant located on the Site
and consisting of two Siemens V84.3A2 heavy frame gas turbine generator sets in simple cycle configuration.

"Final Working Capital" means the Working Capital as of the Closing Date.
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4

"FERC" means the Federal Energy Regulatory Commission.

"FERC Approvals" means the approvals of the FERC pursuant to Sections 203 and 205 of the FPA, for the change in control
over the Facility's jurisdictional assets and the change in status that will be effected by the Sale.

"FPA" means the Federal Power Act.

"Former Real Property" means any and all real property assets that were owned or leased by any Project Company at any time
prior to Closing and that are not owned or leased by such Project Company as of the Closing, including the real property located
at or on (i) 103rd and Doty Avenue in Chicago, Illinois (as more fully described in that certain Agreement for the Lease, Sale
and Redevelopment of Land dated November 30, 1999, between the City and CET) and (ii) the electrical substation site located
at 11433 South Torrence Avenue in Chicago, Illinois (as more fully described in that certain Purchase and Sale Agreement
dated January 15, 2002, between Seller Parent and Commonwealth Edison Company).

"GAAP" means generally accepted accounting principles in the United States applied on a consistent basis.

"Gas Interconnection Agreement" means that certain Interconnection Agreement dated September 26, 2001, between The
Peoples Gas Light and Coke Company, an Illinois corporation, and CET.

"Governmental Authority" means any applicable foreign, federal, state, county, municipal or other government, quasi-
government or regulatory authority, agency, board, body, commission, instrumentality, court or tribunal, or any political
subdivision of any of the foregoing, or any arbitrator or panel of arbitrators.

"Hazardous Substance" means a substance that is regulated by any Governmental Authority or Law as radioactive, toxic,
hazardous or otherwise as a danger to health or the environment, including PCBs, asbestos, petroleum, urea-formaldehyde and
all substances that are designated as "hazardous substances" pursuant to CERCLA or defined as a "hazardous waste" pursuant
to the federal Resource Conservation and Recovery Act of 1976.

"Indemnified Party" means either a Buyer Indemnified Party or a Seller Indemnified Party.

"Indemnifying Party" has the meaning set forth in Section 9.4(a).

"Insurance Policies" has the meaning set forth in Section 4.13.

"Intercompany Obligation" means any Contract between any Project Company and, without giving effect to the Closing, any
Affiliate of a Project Company (other than another Project Company), including in respect of income taxes and any indebtedness
between any Project Company and any Affiliate of a Project Company (other than another Project Company).

5

"Interconnection Agreement" means that certain Interconnection Agreement dated as of March 2, 2001, between
Commonwealth Edison Company and CET.

"Interim Financials" has the meaning set forth in Section 6.4(c).

"Law" means any statute, law, regulation, ordinance, rule, judgment, order, decree, permit, concession, grant, franchise, license,
agreement, directive, guideline, policy, requirement, or other restriction or any similar form of decision of or determination by,
or any interpretation or administration of any of the foregoing, by any Governmental Authority having jurisdiction over the
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Site, the Former Real Property, the Project Companies, the Parties, the obligations of the Parties under this Agreement or the
Facility, including deliveries of fuel thereto and transmission of electricity therefrom.

"Lien" means, with respect to any property, any mortgage, lien, pledge, charge, lease, easement, servitude, right of others,
security interest or encumbrance of any kind in respect of such property; provided, that in respect of the Purchased Interests and
Project Assets, no Permitted Lien shall be deemed a Lien.

"Loss" means any judgment, loss, liability, obligation, amount paid in settlement, damage, fine, penalty, deficiency, or expense
(including costs of legally required remediation, interest, court costs, reasonable fees of attorneys, accountants and other experts
or other reasonable expenses of litigation or other proceedings).

"Management Services Agreement" means that certain Management Services Agreement between CET and Seller Parent dated
as of November 24, 1999.

"Material Adverse Effect" means a material adverse effect on (a) the business, operations, prospects, condition (financial or
otherwise) or property of a Party, a Project Company or the Facility or (b) the ability of a Party to perform its obligations
(including payment obligations) hereunder; provided, that, for avoidance of doubt, any effect resulting from any of the following
shall not be considered when determining whether a Material Adverse Effect has occurred: (i) any change in economic
conditions in general or in conditions generally affecting the natural gas, electric generation, power marketing or electric utility
industries; (ii) any continuation of an adverse trend or condition generally affecting the natural gas, electric generation, power
marketing or electric utility industries; (iii) any change after the date hereof in any Laws applicable to any Party or any Project
Company; (iv) any change after the date hereof in the rules, procedures, requirements or guidelines applicable to the Facility for
operation, interconnection, transmission, marketing, or sales in respect of capacity, energy, or ancillary services, including the
Amended and Restated Operating Agreement of the PJM Interconnection, L.L.C. ("PJM"), the PJM Open Access Transmission
Tariff, the governing agreements of the applicable regional reliability council, the Reliability Assurance Agreement, the
Reliability Assurance Agreement-West, the West Transmission Owners Agreement, the East Transmission Owners Agreement,
and the PJM Manuals (all such documents as amended from time to time and having the meanings given to them by PJM); and
(v) any increases in the costs of commodities or supplies, including fuel; provided, however, that an effect resulting from any
change after the date hereof in any Laws applicable to any Party or any Project Company may be
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considered when determining whether a Material Adverse Effect has occurred pursuant to Section 3.6, 3.7, 4.2, 4.8, or 4.9.

"MW" means megawatt.

"Operator" means any Person listed in Schedule 6.5, each of whom pursuant to the Management Services Agreement, manages
the operations of the Facility as of the date hereof.

"Organic Documents" means: (i) with respect to any Person who is a corporation, its certificate of incorporation, its by-laws and
all shareholder agreements, voting trusts and similar arrangements applicable to any of its authorized shares of capital stock;
(ii) with respect to any Person who is a limited partnership, its certificate of limited partnership and partnership agreement; and
(iii) with respect to any Person who is a limited liability company, its certificate of formation and its limited liability company
agreement, in each case, as amended, supplemented, amended and restated, or otherwise modified and in effect from time to
time.

"Party" means Seller or Buyer.

"Party Confidential Information" has the meaning set forth in Section 11.16(a).

"Permit" means any waiver, franchise, variance, permit, authorization, license or order of or from any Governmental Authority
having jurisdiction over Seller, the Site, the Project Companies, the obligations of the Parties under this Agreement, or the
Facility, including deliveries of fuel thereto and transmission of electricity therefrom.

"Permitted Liens" means, in respect of the Project Assets and Purchased Interests:
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a. Liens for Taxes, assessments or governmental charges not due and delinquent;

b. to the extent disclosed in Schedule 4.4, Liens for Taxes, assessments or governmental charges already due, but whose
validity or amount is being contested in good faith, by appropriate proceedings initiated timely and diligently
prosecuted, and for which adequate reserves in accordance with GAAP are maintained against any adverse
determination of such contest;

c. carriers', warehousemen's, mechanics', materialmen's, repairmen's or other like Liens arising in the ordinary course of
business or incident to the construction or improvement of such property in respect of obligations which are not
overdue for a period of more than 30 days or which are being contested in good faith, by appropriate proceedings
initiated timely and diligently prosecuted, and for which adequate reserves in accordance with GAAP are maintained
against any adverse determination of such contest;

d. (i) easements, rights of way, reservations, restrictions, covenants, party-wall agreements, agreements for joint or
common use, landlords' rights of distraint and other similar encumbrances affecting such property, granted in the
ordinary course of business, and (ii) minor defects and irregularities in title to such property, which in each

7

such case would not, individually or in the aggregate, materially detract from the value of such property or impair the
use of such property for the purposes for which it is held;

e. all exceptions set forth in the Title Commitment;

f. court proceedings affecting such property; provided, that the execution or other enforcement thereof is effectively
stayed and the Claims secured thereby are being contested in good faith, by appropriate proceedings initiated timely
and diligently prosecuted, and for which adequate reserves in accordance with GAAP are maintained against any
adverse determination of such contest or a bond in the full amount thereof has been posted;

g. any Liens created pursuant to or contemplated by this Agreement; and

h. any Lien by another Project Company on an asset or interest of a Project Company.

"Permitted Transferee" has the meaning set forth in Section 11.4.

"Person" means any individual, corporation, partnership, limited liability company, association, joint-stock company, joint
venture, trust, unincorporated organization or Governmental Authority.

"Post-closing Severance Payments" means an amount that is equal to six (6) months' base salary for each Operator whose
employment with Buyer or a Buyer Affiliate is terminated without cause within one (1) year of commencement of such
employment.

"Pre-Closing Tax Period" means any Tax period that ends on or before the Closing Date, or with respect to any Tax period that
begins before and ends after the Closing Date, that portion of such Tax period that is allocable to the portion

that begins before and ends on the Closing Date.

"Project Assets" means all of the real, personal and mixed properties and assets, whether tangible or intangible and wherever
situated and whether owned or leased, of the Project Companies, including the goodwill related thereto, excluding the Excluded
Items.

"Project Company" means any of CET, CET One and CET Three; provided, that Project Companies means all three of CET,
CET One and CET Three.

"Project Confidential Information" has the meaning set forth in Section 11.16(a).
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"Project Permits" has the meaning set forth in Section 4.2(a).

"PUHCA" means the Public Utility Holding Company Act of 1935.

"Purchase Price" has the meaning set forth in Section 2.1(b).

8

"Purchased Interests" means all of the issued and outstanding membership interests in CET and CET One.

"Qualified Offer" has the meaning set forth in Section 6.5(b).

"Release" means any unpermitted releasing, spilling, leaking, pumping, pouring, emitting, emptying, discharging, injecting,
escaping, leaching, disposing, or dumping into the Environment.

"Representatives" means, as to any Person, its agents, members, managers, officers, directors, employees, counsel, accountants,
financial advisers and consultants.

"Sale" means the sale pursuant hereto of the Purchased Interests to Buyer from Seller.

"Sale Consents" means, in respect of a particular Person, the Consents identified as applicable to such Person in Schedule 3.3.

"Securities Act" means the Securities Act of 1933.

"Seller" has the meaning set forth in the preamble to this Agreement.

"Seller Indemnified Party" means Seller, each of its Affiliates, and each of their respective Representatives.

"

Seller Parent" means Wisvest Corporation, a Wisconsin corporation.

"Site" means the real property described in Schedule A of the Title Commitment, and generally located at 11653 South Torrence
Avenue, Chicago, Illinois.

"Subsidiary" means, with respect to any Person, any other Person (other than any individual) Controlled by such Person.

"Survey" means the ALTA survey of the Site prepared by Advance Surveying & Mapping dated February 9, 2005, drawn
February 28, 2005, Job No. 535003, to be revised in accordance with the requirements set forth in Schedule 4.11(C), and as
may be reasonably requested by either Party.

"Taxes" means any and all fees, including documentation, recording, license and registration fees, taxes, including income
(whether net, gross or adjusted gross), gross receipts, lease, sublease, sales, rental, use, turnover, value-added, property, transfer,
franchise, license, withholding, payroll, employment, severance, occupation, premium, capital stock, profits, social security (or
similar), unemployment, disability, registration, estimated, alternative, custom duties, excise, and stamp taxes, levies, imposts,
duties, charges, assessments or charges of any nature, together with any penalties, fines or interest thereon or additions thereto,
in the case of each of the foregoing that is imposed by any Governmental Authority.

"Tax Parcels" has the meaning set forth in Section 7.2(p).
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"Tax Return" means any return, declaration, report, claim for refund, information return or other document (including any
related or supporting estimates, elections, schedules, statements or information) filed or required to be filed in connection with
the determination, assessment, or collection of any Tax or the administration of any Laws relating to any Tax.

"Termination and Release Agreement" means an agreement substantially in the form set forth on Exhibit I by and among Buyer,
Seller, Seller Parent and the Project Companies.

"Title Commitment" means the title commitment to be issued by the Chicago Title Insurance Company substantially in the form
of Schedule 4.11(A), but specifically including the endorsements attached thereto and satisfying the requirements of Section
6.2(e).

"Transportation Agreement" means that certain Transportation, Storage and Balancing Service Contract dated September 26,
2001, between The Peoples Gas Light and Coke Company, an Illinois corporation, and CET One.

"Unaudited Financials" has the meaning set forth in Section 4.16(a).

"Unreleased Support Obligations" has the meaning set forth in Section 6.9.

"WEC" means Wisconsin Energy Corporation, a Wisconsin corporation.

"Working Capital" means, as of a date certain, the aggregate current assets of the Project Companies less the aggregate current
liabilities of the Project Companies determined in accordance with GAAP and in a form substantially similar to Schedule 4.16.

1.2 Rules of Interpretation.

a. The singular includes the plural and vice versa.

b. Reference to any agreement, document or instrument means such agreement, document or instrument as
amended or modified and in effect from time to time in accordance with its terms and the terms of this
Agreement.

c. Reference to a Law means such Law as amended, modified, codified, replaced or reenacted, in whole or in
part, including rules and regulations promulgated thereunder, and reference to any section or other provision
of a Law means that provision of such Law and constituting the substantive amendment, modification,
codification, replacement or re-enactment of such section or other provision.

d. Unless otherwise stated, references to Articles, Sections, Schedules and Exhibits are to the articles, sections,
schedules and exhibits to this Agreement. The Schedules and Exhibits hereto constitute a part of this
Agreement and are incorporated herein for all purposes.

e. "Hereunder", "hereof", "hereto" and words of similar import are references to this Agreement as a whole and
not to any particular part of this Agreement.
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f. The words "include," "includes," and "including" are not limiting.

g. The symbol "$" refers to United States dollars only.

h. Month means calendar month, and day means calendar day.
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i. For purposes of computation of periods of time, the word "from" means "from and including" and the words
"to" and "until" each mean "to but excluding".

j. All accounting terms used herein and not expressly defined herein have the meanings given to them under
GAAP.

ARTICLE 2.

SALE AND PURCHASE

2.1 Sale and Purchase of the Purchased Interests.

a. Subject to the terms and conditions of this Agreement, at the Closing, Seller agrees to sell, convey,
assign, transfer and deliver to Buyer, and Buyer agrees to purchase and accept from Seller, all of
Seller's rights, title and interest in and to the Purchased Interests free and clear of any Liens. Subject
to the terms and conditions of this Agreement, Buyer agrees to deliver to Seller, and Seller agrees to
accept, the Purchase Price plus the Closing Severance Payments (if any), in cash, without deduction
or setoff of any kind other than the amount of the cash deposit previously paid by Buyer (if any) in
accordance with Section 2.4, including accrued simple interest earned thereon of six percent (6%),
which delivery will be made by wire transfer in immediately available funds to the bank account or
accounts identified in a notice delivered by Seller to Buyer prior to the Closing.

b. "Purchase Price" means (i) the sum of (A) $35,000,000.00 for the Purchased Interests (the "Base
Price"), plus (B) $775,619.00 for Blades and Vanes Payments paid by CET Three prior to the date
hereof pursuant to the Equipment Sales Agreement, plus (ii) the Estimated Working Capital.

2.2 Closing. Subject to satisfaction or waiver of the conditions set forth in ARTICLE 7, the closing of the Sale (the
"Closing") shall take place at the offices of Baker & McKenzie LLP, 130 East Randolph Drive, Chicago, Illinois, at

10:00 a.m., local time, five Business Days after the delivery by Buyer to Seller of a notice substantially similar to that
set forth on Exhibit B (the "Closing Date"), or at such other place, time and date as the Parties may agree; provided,

that if (i) the conditions set forth in Section 7.1 have been satisfied or waived by the respective Parties, (ii) Buyer does
not timely provide such notice to Seller, and (iii) Seller is able to satisfy or cause to be satisfied each of the conditions

set forth in Section 7.2, Seller may provide such notice in substantially similar form to Buyer, and the Closing shall
occur five Business Days thereafter.

2.3 Working Capital Reconciliation. After the Closing Date, the Purchase Price shall be adjusted as follows:
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a. Within 30 days after the Closing, Seller shall provide to Buyer, and Buyer shall cooperate with Buyer in the
preparation of the same, a statement of the Final Working Capital.

b. Within 30 days after Seller's delivery to Buyer of the statement described in Section 2.3(a), Buyer may either
accept or reject such statement. If Buyer does not, by notice to Seller, accept or reject such statement, then
Buyer shall be deemed to have accepted such statement as of the last day of such 30 day period. If Buyer
rejects such statement, it must provide a written explanation of its reasons for such rejection to Seller and
concurrently propose an alternate statement in writing; provided, that Buyer shall pay any undisputed
amounts to Seller within five Business Days.
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c. If the statement described in Section 2.3(a) is rejected pursuant to Section 2.3(b) and the Parties cannot
otherwise resolve their differences, either Party may, at any time 15 days after Buyer's delivery of its alternate
statement pursuant to Section 2.3(b), retain PricewaterhouseCoopers for the limited purpose of selecting
either (i) Seller's statement delivered pursuant to Section 2.3(a) or (ii) Buyer's statement pursuant to Section
2.3(b) as the accepted statement, and each Party hereby covenants and agrees to cooperate with
PricewaterhouseCoopers in its determination. PricewaterhouseCoopers shall render its determination within
30 days after being retained.

d. If the statement described in Section 2.3(a) is accepted pursuant to Section 2.3(b) or when a statement is
selected pursuant to Section 2.3(c), then (i) Seller shall pay to Buyer within five Business Days the excess of
the Estimated Working Capital over the Final Working Capital as set forth in such statement, or (ii) Buyer
shall pay to Seller within five Business Days the excess of the Final Working Capital as set forth in such
statement over the Estimated Working Capital.

2.4 Buyer_Security. To support its obligations under this Agreement, Buyer has made arrangements with Tenaska
Energy, Inc. for such Affiliate to deliver to Seller upon execution of this Agreement security in the amount of One
Million Fifty Thousand Dollars ($1,050,000) either (i) by an irrevocable letter of credit in form and substance and
issued by a bank in each case reasonably acceptable to Seller, or (ii) by a cash deposit by wire transfer of immediately
available funds to a bank account of Seller or an Affiliate designated by Seller. Seller's obligation to return the letter
of credit or the cash deposit plus accrued interest to Buyer pursuant to Section 10.2(c) shall be subject to delivery by
Seller to Buyer of a separate guarantee provided to Buyer by Seller Parent on the date hereof.

ARTICLE 3.

REPRESENTATIONS AND WARRANTIES OF SELLER

Except as otherwise set forth in the Schedules, Seller represents and warrants to Buyer as follows:

3.1 Corporate Status, etc.

12

a. Organization. It is a limited liability company duly formed, validly existing and in good
standing under the Laws of Delaware, and it has full limited liability company power and
authority to own, lease and operate its assets and to carry on its business as presently
conducted.

b. Authority. It has all necessary limited liability company power to enter into and deliver this
Agreement and the Ancillary Documents and to perform its obligations hereunder and
thereunder. The execution, delivery and performance by it of this Agreement and each
Ancillary Document, and the consummation by it of the Sale and all other transactions
contemplated hereby and thereby, have been duly authorized by all necessary limited liability
company action on its part, and no other limited liability company proceedings on its part are
necessary to authorize this Agreement or any of the Ancillary Documents or to consummate
the Sale or any other transaction contemplated hereby or thereby.

c. Validity. This Agreement has been, and each Ancillary Document will be, duly and validly
executed and delivered by it, and this Agreement constitutes, and each Ancillary Document
will constitute when duly executed and delivered by it, the legally valid and binding
obligation of Seller, enforceable against it in accordance with its respective terms, except as
enforceability may be limited by bankruptcy, insolvency, reorganization, moratorium or
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other similar Laws now or hereinafter in effect relating to creditors' rights generally, and
general equitable principles (whether considered in a proceeding in equity or at law).

3.2 Capitalization.

a. Valid Title and Issuance. It owns all of the issued and outstanding membership interests of
each of CET and CET One, free and clear of Liens, and all such membership interests (i)
have been duly authorized and validly issued, (ii) are fully paid and nonassessable, and (iii)
were issued in compliance with applicable securities Laws. It is the sole beneficial and record
owner of all such interests, and neither of CET or CET One has ownership interests issued,
outstanding or authorized other than those owned by Seller, Seller is not obligated to any
Person, and no Person has the right to require Seller, to create any such interests.

b. Agreements with Respect to the Purchased Interests. Except as contemplated by this
Agreement, there is no (i) voting trust or agreement, membership agreement, pledge
agreement, buy-sell agreement, right of first refusal, preemptive right, stock appreciation
right, redemption or repurchase right, antidilutive right or proxy relating to the Purchased
Interests, (ii) Contract restricting the transfer of, or requiring the registration for sale of, the
Purchased Interests (except as to which the conditions to any transfer of the Purchased
Interests will be satisfied on or prior to the Closing Date), or (iii) option, warrant, call, right
or other Contract to issue, deliver, grant, convert, exchange, sell, subscribe for, purchase,
redeem or acquire any equity securities of CET or CET One.

c. Subsidiaries. Its only Subsidiaries are the Project Companies.

3.3 Conflicts; Consents.

a. Conflicts. Subject to receipt of its Sale Consents and except to the extent that it would not
reasonably be expected to cause a Material Adverse Effect, neither the
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execution and delivery by it of this Agreement or any Ancillary Document, nor the
consummation of the Sale will:

i. conflict with or result in any violation of or default under (or constitute an event that,
with notice or lapse of time or both, would constitute a default under), or give rise to
a right of termination, cancellation, modification or acceleration of any obligation, to
any put or call or similar rights, or to loss of a benefit under, any provision of its
Organic Documents;

ii. result in the creation of any Lien upon the Purchased Interests or the Project Assets;

iii. violate any Law;

iv. violate, conflict with, or result in a violation or breach of any provision of, or give
any Person the right to declare a default or exercise any remedy under, or to
accelerate the maturity or performance of, or to cancel, terminate, or modify, any
Contract; or

v. violate, conflict with, or result in a violation of any of the terms or requirements of,
or give any Governmental Authority any right that it would not otherwise have to
revoke, withdraw, suspend, cancel, terminate, or modify, any Permit.
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f. Consents. Except to the extent that it would not reasonably be expected to cause a Material
Adverse Effect, no Consent is required to be obtained by it prior to the consummation of the
Sale in connection with its execution and delivery of this Agreement or the consummation by
it of the Sale, except for the Sale Consents applicable to it.

3.4 Project_Assets. The Project Assets constitute all of Seller's material interests (whether direct or through
any Project Company) in the Facility and the business of the Facility.

3.5 Brokers_and_Finders. Neither it nor any of its Affiliates has engaged any broker, finder or agent in
connection with the Sale so as to give rise to any claim against Buyer, any of its Affiliates or a Project Company
for any brokerage or finder's commission, fee or similar compensation.

3.6 Compliance_with_Law. Except to the extent that it would not reasonably be expected to cause a Material
Adverse Effect, it is not in violation of or in default under any Law.

3.7 Litigation. There is no claim, counterclaim, cross-claim, demand, cause of action, suit, notice of violation,
or governmental order of any nature pending or to its knowledge threatened against it, its assets or any of
its officers, managers or member, which, if adversely determined, would reasonably be expected to have a
Material Adverse Effect on it or on a Project Company.
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3.8 Bankruptcy. There are no bankruptcy, reorganization, or arrangement proceedings pending against, being
contemplated by, or, to its knowledge, threatened against, it.

3.9 Public Utility. Neither it nor any of its "subsidiary companies" as that term is defined in PUHCA, is
subject to, or is not exempt from, regulation as a "holding company," a "subsidiary company" of a holding
company or a "public-utility company," as those terms are defined in PUHCA. It is not subject to regulation
as a public utility or public service company (or similar designation) by the United States or any state of the
United States.

ARTICLE 4.

REPRESENTATIONS AND WARRANTIES REGARDING PROJECT COMPANIES

Except as otherwise set forth in the Schedules, Seller represents and warrants to Buyer, in respect of each Project
Company, as follows:

4.1 Corporate_Status. Each Project Company is a limited liability company duly formed, validly existing and in
good standing under the Laws of Delaware, and has all necessary limited liability company power and authority
to own, lease and operate its assets and properties and to carry on its business as presently conducted. Each of
the Project Companies is duly qualified, licensed or admitted to transact business, and is in good standing, in
Illinois.

4.2 Company_Permits. Except to the extent that it would not reasonably be expected to cause a Material
Adverse Effect:

a. Schedule 4.2 lists each Permit issued to the Project Companies, which is required for the operation of
the Facility as presently being operated or for Seller's ownership of the Project Companies
(collectively, the "Project Permits"), and the Project Permits were duly and validly obtained and
issued and are in full force and effect.
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b. The Project Companies are in compliance with all Project Permits, and no Project Company has
received any notification from any Governmental Authority that (i) it is in violation of any Project
Permit or (ii) except in the case of a Project Permit expiring solely due to the passage of time,
threatens to terminate, cancel, revoke or modify any Project Permit.

4.3 Capitalization.

a. Valid Title and Issuance. CET One owns all of the issued and outstanding membership
interests of CET Three, free and clear of Liens, and all such membership interests (i) have
been duly authorized and validly issued, (ii) are fully paid and nonassessable, and (iii) were
issued in compliance with applicable securities Laws. CET One is the sole beneficial and
record owner of all such interests; CET Three has no ownership interests issued, outstanding
or authorized other than those owned by CET One; and CET Three is not obligated to any
Person, nor does any Person have the right to require CET Three, to create any such interests.

b.

Agreements with Respect to CET Three Interests. There is no (i) voting trust or agreement,
membership agreement, pledge agreement, buy-sell agreement, right of first
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refusal, preemptive right, stock appreciation right, redemption or repurchase right,
antidilutive right or proxy relating to the membership interests of CET Three, or (ii) option,
warrant, call, right or other Contract to issue, deliver, grant, convert, exchange, sell,
subscribe for, purchase, redeem or acquire any equity securities of CET Three.

c.

Subsidiaries. Other than CET One's ownership of all of the issued and outstanding
membership interests of CET Three, no Project Company has any Subsidiaries nor any other
equity or other ownership interest in any Person, directly or indirectly.

4.4 Taxes

a. Except as set forth in Schedule 4.4, each Project Company has:

i. filed all Tax Returns that are required to be filed by it;

ii. paid in full all Taxes that are due and owing by the Project Companies, whether or
not shown to be due on any Tax Return, except for amounts whose validity or
amount is being contested in good faith, by appropriate proceedings initiated timely
and diligently prosecuted, and for which adequate reserves in accordance with
GAAP are maintained against any adverse determination of such contest, and which
amounts and proceedings are set forth in Schedule 4.4;

iii. satisfied in full in all respects all withholding Tax requirements imposed on it, and
Seller Parent has satisfied in full in all respects all withholding requirements imposed
on it, with respect to Operators and to employees, customers, or independent
contractors of the Project Companies, including withholding and paying to the
appropriate Governmental Authority all Taxes required to have been withheld and
paid in connection with amounts paid or owing to Operators, employees, customers,
independent contractors, creditors, holders of interests or other third parties,
including income, social security and employment tax withholding for all types of
compensation, backup withholding and withholding on payments to non-U.S.
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persons, except for amounts that are being diligently contested in good faith and
which amounts and proceedings are set forth in Schedule 4.4;

iv. no waiver in force of any statute of limitations in respect of Taxes relating to the
operation or ownership of the Assets or any extension of time with respect to a Tax
assessment or deficiency relating to the ownership or operation of the Project Assets;

v. no pending or active audits or, to Seller's knowledge, threatened audits or proposed
deficiencies or other claims for unpaid Taxes with respect to the operation or
ownership of the Project Assets; and
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vi. not elected under Treasury Regulation Section 301.7701-3 to be classified as a
corporation for federal income tax purposes and since its formation has been
classified as a disregarded entity for such purposes.

g. Except as set forth in Schedule 4.4, no claim has been made by a Governmental Authority in
a jurisdiction where a Project Company does not file Tax Returns that such Project Company
is or may be subject to taxation by that jurisdiction, and no power of attorney has been
executed with respect to Taxes of the Project Companies which is currently in force.

h. There are no Liens for Taxes on the Project Assets other than (i) Liens for Taxes,
assessments or governmental charges not due and payable and (ii) Liens for Taxes,
assessments or governmental charges already due, but whose validity or amount is being
contested in good faith, by appropriate proceedings initiated timely and diligently prosecuted,
and for which adequate reserves in accordance with GAAP are maintained against any
adverse determination of such contest, and which amounts and proceedings are set forth in
Schedule 4.4.

i. Except as set forth in Schedule 4.4, no Project Company:

i. has made an election, or is required, to treat any of its assets as owned by another
Person pursuant to the provisions of former Section 168(f) of the Code or as tax-
exempt bond financed property or tax-exempt use property within the meaning of
Section 168 of the Code;

ii. has acquired or owns any assets that directly or indirectly secure any debt the interest
on which is tax exempt under Section 103(a) of the Code or are subject to a "467
rental agreement" within the meaning of Section 467 of the Code, or

iii. has made any of the elections described in this Section 4.4(d) or is required to apply
any of the rules described in this Section 4.4(d) under any comparable state or local
Tax Laws.

d. Except as set forth in Schedule 4.4, no Project Company is a party to, or is bound by, or has
any obligation under any Tax allocation or sharing agreement (including indemnity
arrangements).

4.5 ERISA. No Project Company (i) has or has had employees, or (ii) currently maintains,
sponsors, participates in, or contributes to, or is required to contribute to, nor has ever,
maintained, sponsored, participated in, or contributed to, or been required to contribute to, any
Employee Benefit Plan for the benefit of any employee or manager of a Project Company.
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No Project Company has incurred any liability under ERISA or the Code with respect to any
Employee Benefit Plan, which would reasonably be expected to become a liability of Buyer.

4.6 Operators. Each Operator is currently an employee of Seller Parent whose sole
employment obligations consist of operating the Facility pursuant to the Management Services
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Agreement. With respect to each Operator and each other employee or former employee of Seller or Affiliate
of Seller who has performed services for the Project Companies or the Facility, Seller Parent, Seller and each
Affiliate of Seller has been and is in material compliance with all applicable Laws concerning labor,
employment, fair employment practices, terms and conditions of employment, workers' compensation,
occupational safety, plant closings, and wages and hours, and no Project Company has any liability for breach
of any of the foregoing. No Project Company has any liability to the Operators or to any other employees of
Seller or any Affiliates of Seller as a co-employer.

4.7 Conflicts; Consents.

a. Conflicts. Subject to receipt of the Sale Consents applicable to the Project Companies, neither the
execution and delivery by Seller of this Agreement or any Ancillary Document, nor the
consummation of the Sale will:

i. conflict with or result in any violation of or default under (or constitute an event that, with
notice or lapse of time or both, would constitute a default under), or give rise to a right of
termination, cancellation, modification or acceleration of any obligation, to any put or call or
similar rights, or to loss of a benefit under, any provision of (A) the Organic Documents of
the Project Companies, or (B) except to the extent that it would not reasonably be expected to
cause a Material Adverse Effect, any Contract by which any asset of any Project Company is
bound; or

ii. except to the extent that it would not reasonably be expected to cause a Material Adverse
Effect, result in the creation of any Lien upon any material asset of any Project Company.

c. Consents. No Consent is required to be obtained by a Project Company prior to the consummation of
the Sale in connection with the execution and delivery of this Agreement or any Ancillary Document
by Seller or the consummation by Seller of the Sale, except (i) for the Sale Consents applicable to it,
(ii) as may be required due to the regulatory status of Buyer, or (iii) unless the failure to obtain such
Consent would not reasonably be expected to have a Material Adverse Effect on a Project Company
or Seller.

4.8 Compliance_with_Law. Except to the extent that it would not reasonably be expected to cause a Material Adverse
Effect, (i) neither any Project Company nor the Facility has (A) been in violation of or in default under any Law
(including any Environmental Law) or (B) received any notice or other communication (whether written or, to Seller's
knowledge, oral) from any Governmental Authority or other Person regarding any actual, alleged, possible, or potential
Environmental Claim or violation of, or failure to comply with, any Law, and (ii) no event has occurred or circumstance
exists that (with or without notice or lapse of time) may constitute or result in a violation by any Project Company of,
or a failure on the part of any Project Company to comply with, any Law (including any Environmental Law).
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4.9 Litigation. Schedule 4.9 sets forth all pending or, to Seller's knowledge, threatened, claims, counterclaims, cross-
claims, demands, causes of action, suits or Governmental Authority investigations of any nature, including
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Environmental Claims, in each case, by or against any Project Company, the Facility or any Project Asset, none of
which (if any), individually or in the aggregate, if adversely determined, would reasonably be expected to have a
Material Adverse Effect.

4.10 Bankruptcy. There are no bankruptcy, reorganization, or arrangement proceedings pending against, being
contemplated by, or, to the knowledge of Seller, threatened against, any Project Company.

4.11 Title to Property; Absence of Encumbrances.

a. CET owns good and marketable title to the Site, free and clear of any Liens not disclosed in Schedule
B of the Title Commitment or otherwise in Schedule 4.11(A). No Project Company owns, leases,
licenses or otherwise has any interests in any other real property other than the Former Real Property.

b. Each Project Company has good and marketable title to, or, in the case of leased properties and
assets, valid leasehold interests in, all of its respective Project Assets, free and clear of any Liens,
except for those Liens set forth in Schedule 4.11(B).

c. Except for Project Assets used or held for use in connection with the Transportation Agreement, the
Interconnection Agreement, the Equipment Sale Agreement, and the Gas Interconnection Agreement,
and any contractual and other intangible rights owned by the Project Companies, all of the Project
Assets, including all of the Project Assets set forth in Schedule 4.17, will be located at the Site as of
the Closing.

d. Neither Seller nor any Project Company has received written notice of any, or otherwise has
knowledge of any, existing or threatened: (i) special tax or special assessment to be levied against the
Facility or the Site or (ii) change in the zoning classification of the Facility or the Site (or any portion
thereof) from that in effect on the date of this Agreement, in each case which would reasonably be
expected to cause a Material Adverse Effect.

e. Except to the extent that it would not reasonably be expected to cause a Material Adverse Effect,
Seller has not received any written:

i. Claim or allegation from any Governmental Authority having jurisdiction over the Site or
Facility or from any Person who provides utility service to the Site or Facility that Seller does
not have sufficient easements and rights-of-way required for the operation of the Facility in
the ordinary course or to provide vehicular and pedestrian ingress and egress to and from the
Site and Facility;
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ii. Notice from any Governmental Authority having jurisdiction over the Site or Facility that
any applicable Law has or will change the permitted use of all or any portion the Site; and

iii. Claim or allegation from any adjacent landowners that there exists unrecorded easements
burdening all or any portion of the Site, or that the Site encroaches upon the real property of
such adjacent landowners.

4.12 Contracts.

a. Except as set forth in Schedule 4.12, or unless such Contract is with another Project Company, no
Project Company is a party to, bound by or subject to (and none of the Project Assets is subject to)
any Contract:

i. with any officer, employee, manager or member of such Project Company or of Seller;
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ii.
that is a fidelity or surety bond or completion bond;

iii. that is a lease, rental or occupancy agreement, license, installment and conditional sale
agreement, or other Contract affecting the ownership of, leasing of, title to, use of, or any
leasehold or other interest in, any real or personal property having a value individually in
excess of $100,000 per annum or which is not cancelable by such Project Company without
penalty or will not be cancelled as of the Closing Date;

iv. that is a warranty or an agreement of indemnification;

v. that is a payment guaranty, guarantee of performance, or letter of credit;

vi. that relates to capital expenditures involving future payments in excess of $500,000;
vii.

that relates to the disposition of material assets, other than in the ordinary course of such
Project Company's business;

viii. that is a promissory note, mortgage, indenture, loan or credit agreement, security agreement,
letter of credit, or otherwise relates to the borrowing of money or extension of credit,
including any agreement or commitment for future loans, credit, or financing;

ix. that is a construction contract;

x. that is for the sale of the Facility's output or capacity;
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xi. that is an operations and maintenance agreement;

xii. that is for Facility fuel supply or transportation;

xiii. that contains any non-competition covenants binding on such Project Company;

xiv. that is or contains a licensing agreement or other agreement with respect to patents,
trademarks, or copyrights;

xv. that is or contains a power of attorney that will not be revoked prior to or on the Closing
Date;

xvi. that is a joint venture agreement, partnership agreement, limited liability company
agreement, or other agreement (however named) involving a sharing of profits, losses, costs,
or liabilities by such Project Company with any other Person (other than another Project
Company); or

xvii. having a value individually in excess of $50,000 per annum or which is not cancelable by
such Project Company without penalty or will not be cancelled as of the Closing Date.

r. Except to the extent that it would not reasonably be expected to cause a Material Adverse Effect (i)
no Project Company is in breach, violation or default under, or has received notice (and Seller has not
received such notice) that it is in breach of, violation of or default under any of the terms or
conditions of any Contract set forth in Schedule 4.12, (ii) Seller has not received written notice

Copyright © 2012 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

http://www.secdatabase.com


claiming or alleging that a condition exists or event has occurred which, with the lapse of time, would
constitute a default by the Project Company under any Contract set forth in Schedule 4.12, (iii) except
as disclosed in Schedule 4.12, Seller has no knowledge of any continuing default under any such
Contract by any third party and (iv) each Contract set forth in Schedule 4.12 is (A) in full force and
effect, (B) binding on and enforceable against the Project Company party thereto, and (C) to Seller's
knowledge, binding on and enforceable against all other parties thereto.

s. Seller has made available to Buyer true and correct copies of each Contract set forth in Schedule
4.12.

t. When the Termination and Release Agreement is executed and delivered at the Closing by all parties
thereto, no Project Company shall be subject to any Intercompany Obligation and, subsequent to the
Closing, no amounts will be due (i) to any Project Company from Seller or any Affiliate of Seller or
(ii) to Seller or any Affiliate of Seller from any Project Company.

u. No pre-payment by Midwest Generation, LLC has been made pursuant to the Capacity Reservation
Agreement.
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4.13 Insurance. Schedules 4.13(A) and 4.13(B) set forth a complete list of all insurance policies (the "Insurance
Policies") and fidelity bonds covering the assets, business, equipment, properties, operations, employees and officers
of each Project Company. There is no claim by a Project Company pending under any of such Insurance Policies or
bonds as to which coverage has been denied or disputed by the underwriters of such Insurance Policies or bonds. All
premiums due and payable under all such Insurance Policies and bonds have been paid to the extent due and payable,
and each Project Company is otherwise in material compliance with the terms of such Insurance Policies and bonds.
Seller has no knowledge of any threatened termination of any of such Insurance Policies.

4.14 Environmental Matters.

a. Except as set forth in Schedule 4.14, no Project Company has (i) operated any underground storage
tanks at the Site, or (ii) except to the extent that it would not reasonably be expected to trigger a
requirement to make a report to a Governmental Authority of a Release or would not reasonably be
expected to result in a Governmental Authority undertaking a response (for the purpose of this
Section 4.14(a)), as defined in CERCLA Section101(25)) action, caused or allowed a Release at the
Site of any Hazardous Substance. Except to the extent that it would not reasonably be expected to
cause a Material Adverse Effect, or except for process, office and janitorial supplies and other such
materials utilized at, and in the operation and maintenance of, the Site and Facility in the ordinary
course of business, in each case properly and safely maintained, no Hazardous Substances are present
in, on, or under the Site as a result of a Release by any Project Company, by any Person as an agent
on behalf of any Project Company, or, to Seller's knowledge, as a result of any actions of any Person
that is not the Seller or a Seller Affiliate, in each case in concentrations that would reasonably be
likely to cause a Governmental Authority to undertake a response action.

b. To Seller's knowledge, no Project Company has transported or disposed of Hazardous Substances
from the Site in violation of any Environmental Law or Permit.

c. Schedule 4.14 identifies all Phase I and Phase II environmental site assessments in the possession of
Seller and the Project Companies in respect of any Former Real Property and the Site, and all such
site assessments have been provided to Buyer. Seller has delivered to Buyer all material documents in
the possession of Seller and any Project Company that describe Environmental Site Conditions.
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4.15 Bank_Accounts. Schedule 4.15 contains an accurate and complete list of the names and locations of banks, trust
companies and other financial institutions at which each Project Company maintains accounts of any nature or safe
deposit boxes.

4.16 Financial Statements and Working Capital.

a. Seller has made available to Buyer the Project Companies' unaudited balance sheets and income
statements for the 2003 and 2004 calendar years (the "Unaudited Financials"). The Unaudited
Financials and the Interim Financials fairly and accurately reflect the Project Companies' respective
financial conditions and results of operations as of the respective dates specified therein, having been
prepared (although not presented) in accordance
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with GAAP, and, in the case of the Unaudited Financials, are in all material respects consistent with
the audited financial statements of WEC for the same periods. Except for the impairment charge
recorded by CET as of September 30, 2004, since the date of the Unaudited Financials, there has not
been any Material Adverse Effect with respect to the Project Companies or the Facility and no event
has occurred or circumstance exists that would reasonably be expected to result in a Material Adverse
Effect.

b.

The Working Capital as of the most recent month end prior to the date of this Agreement is set forth
in Schedule 4.16. For the purpose of calculating the Working Capital, (i) the value of any natural gas
in storage owned by CET shall be calculated pursuant to Section 6.12(b), and (ii) the value of the
spare parts located at the Site shall be calculated pursuant to Section 6.4(f).

4.17 Books_and_Records. The books, records and accounts of the Project Companies (i) are accurate and complete
in all material respects and have been maintained in accordance with good business practices on a basis consistent
with prior years, except for the impairment charge recorded by CET as of September 30, 2004, and (ii) are stated in
reasonable detail and accurately and fairly reflect the activities, transactions and dispositions of the respective assets of
the Project Companies. Schedule 4.17 sets forth the list of fixed assets in respect of the Project Companies contained in
such books and records.

4.18 Regulatory Status.

a. In FERC Docket Number ER01-389, CET was granted authority to make wholesale sales of capacity
and energy and related services, including ancillary services, at market-based rates. CET is not
subject to any pending challenge, investigation, proceeding, or company-specific rate cap or
mitigation measure. Neither Seller nor CET has knowledge of any pending or threatened inquiry,
investigation, or challenge relating to CET's past or present market-based rate authority, nor
knowledge of any fact or circumstance that would reasonably form the basis of a challenge to such
status or that would be reasonably likely to cause CET to lose its past or present authority to make
wholesale sales of capacity and energy and related services, including ancillary services, at market-
based rates.

b. CET is an EWG, and the Facility is an "eligible facility" as defined in Section 32 of PUHCA. Neither
Seller nor CET has knowledge of any pending or threatened inquiry, investigation, or challenge
relating to CET's past or present status as an EWG, nor knowledge of any fact or circumstance that
would reasonably form the basis of a challenge to such status or that would be reasonably likely to
cause CET to lose its past or present EWG status.

c. Except as set forth in Schedule 4.18, all necessary filings with any Governmental Authority with
respect to obtaining and maintaining CET's status as an EWG, the Facility's status as an "eligible
facility" as defined in Section 32 of PUHCA, and CET's authority to make wholesale sales of
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capacity and energy and related services, including ancillary services, at market-based rates have
been made (including quarterly transaction reports and triennial market power updates).
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d. None of the Project Companies nor any of their "subsidiary companies" as that term is defined in
PUHCA, is subject to, or is not exempt from, regulation as a "holding company," a "subsidiary
company" of a holding company, or a "public-utility company," as those terms are defined under
PUHCA. Other than as described in Section 4.18(a), none of the Project Companies is a "public
utility" within the meaning of Part II of the FPA, or otherwise subject to regulation as a public utility
or public service company (or similar designation) by the United States or any state of the United
States.

e. There is no fact or circumstance that would reasonably form the legal grounds for a Claim against
CET seeking to have an existing Contract determined to be void, voidable, or invalid under Section
26(c) of PUHCA, which Claim, if successful, would reasonably be expected to have a Material
Adverse Effect.

4.19 Undisclosed_Liabilities. Except to the extent that it would not reasonably be expected to cause a Material Adverse
Effect, or except as set forth in Schedule 4.19, no Project Company has any liabilities or obligations of any nature
or type required by GAAP to be presented on such Project Company's balance sheet or income statement (whether
absolute or contingent, liquidated or unliquidated, or due or to become due) except for liabilities and obligations (i)
presented or reserved for on such Project Company's balance sheet or income statement, or (ii) that, after the date of
the last balance sheet or income statement delivered to Buyer, have arisen in the ordinary course of business and are
consistent with the past practice of such Project Company.

4.20 Disclaimers_of_Representations_and_Warranties. NOTWITHSTANDING ANYTHING TO THE CONTRARY
CONTAINED IN THIS AGREEMENT, IT IS THE EXPLICIT INTENT OF THE PARTIES THAT NEITHER
SELLER NOR ANY OF ITS REPRESENTATIVES HAS MADE OR IS MAKING ANY REPRESENTATION OR
WARRANTY WHATSOEVER, EXPRESS OR IMPLIED, WRITTEN OR ORAL, INCLUDING ANY IMPLIED
REPRESENTATION OR WARRANTY AS TO CONDITION, MERCHANTABILITY, USAGE, SUITABILITY OR
FITNESS FOR ANY PARTICULAR PURPOSE WITH RESPECT TO THE FACILITY, OR ANY PART THEREOF,
EXCEPT THOSE REPRESENTATIONS AND WARRANTIES EXPRESSLY CONTAINED IN ARTICLE 3 AND
THIS ARTICLE 4. EXCEPT AS OTHERWISE EXPRESSLY PROVIDED HEREIN, SELLER'S INTERESTS IN
THE PROJECT COMPANIES, THE FACILITY, THE SITE AND THE PROJECT ASSETS ARE BEING
TRANSFERRED THROUGH THE SALE OF THE PURCHASED INTERESTS "AS IS, WHERE IS, WITH ALL
FAULTS," AND SELLER EXPRESSLY DISCLAIMS ANY REPRESENTATIONS OR WARRANTIES OF ANY
KIND OR NATURE, EXPRESS OR IMPLIED, AS TO THE CONDITION, VALUE OR QUALITY OF THE
PROJECT COMPANIES AND THEIR ASSETS OR THE PROSPECTS (FINANCIAL OR OTHERWISE), RISKS
AND OTHER INCIDENTS OF THE PROJECT COMPANIES, THEIR ASSETS AND THE FACILITY.

ARTICLE 5.

REPRESENTATIONS AND WARRANTIES OF BUYER

Buyer represents and warrants to Seller as follows:
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5.1 Corporate Status, etc.

a. Organization. It is a limited partnership, duly organized, validly existing and in good standing under
the Laws of Delaware, and it has all necessary limited partnership power and authority to own, lease
and operate its assets and to carry on its business as presently conducted.

b. Authorization, etc. It has all necessary limited partnership power and authority to enter into and
deliver this Agreement and the Ancillary Documents and to perform its obligations hereunder and
thereunder. The execution, delivery and performance by it of this Agreement and each Ancillary
Document, and the consummation by it of the Sale and all other transactions contemplated hereby
and thereby, have been duly authorized by all necessary limited partnership action on its part, and no
other limited partnership proceedings on its part are necessary to authorize this Agreement or any
Ancillary Document or to consummate the Sale or any other transaction contemplated hereby or
thereby.

c. Validity. This Agreement has been, and each Ancillary Document will be, duly and validly executed
and delivered by it, and this Agreement constitutes, and each Ancillary Document will constitute
when duly executed and delivered by it, the legally valid and binding obligation of Buyer,
enforceable against it in accordance with their respective terms, except as enforceability may be
limited by bankruptcy, insolvency, reorganization, moratorium or other similar Laws now or
hereinafter in effect relating to creditors' rights generally, and general equitable principles (whether
considered in a proceeding in equity or at law).

5.2 Conflicts; Consents.

a. Conflicts. Neither the execution and delivery by it of this Agreement or any Ancillary Document, nor
the consummation by it of the Sale will,

i. conflict with or result in any violation of or default under (or constitute an event that, with
notice or lapse of time or both, would constitute a default under), or give rise to a right of
termination, cancellation, modification or acceleration of any obligation, to any put or call or
similar rights, or to loss of a benefit under, any provision of:

A. its Organic Documents, or

B. any Contract by which it or any of its assets is bound, except for such conflicts,
violations, defaults, rights of termination, cancellation, modification or acceleration,
or losses of benefits, that would not, individually or in the aggregate, reasonably be
expected to hinder or prevent it from performing its obligations hereunder; or

iii. violate any Law, the result of which would reasonably be expected to hinder or prevent it
from performing its obligations hereunder.
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b. Consents. Other than the FERC Approval, no Consent is required to be obtained by it prior to the
consummation of the Sale in connection with its execution and delivery of this Agreement or the
consummation by it of the Sale.

5.3 Financing. It currently has access to sufficient immediately available funds in cash or cash equivalents to pay the
Purchase Price and to pay all other amounts payable pursuant to this Agreement.
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5.4 Purchase_for_Investment. It is acquiring the Purchased Interests for its own account as an investment without the
present intent to sell, transfer or otherwise distribute the same to any other Person other than a wholly owned Affiliate
of it. It has made, independently and without reliance on Seller (except to the extent that Buyer has relied on the
representations and warranties of Seller expressly set forth herein) its own analysis of the Purchased Interests and the
Project Companies for the purpose of acquiring the Purchased Interests, and it has had reasonable and sufficient access
to documents, other information and materials as it considers appropriate to make its evaluations. It acknowledges that
the Purchased Interests are not registered pursuant to the Securities Act and that none of the Purchased Interests may be
transferred, except pursuant to an applicable exception under the Securities Act. It is an "accredited investor" as defined
under Rule 501 promulgated under the Securities Act.

5.5 Material_Permits. It has, and after the consummation of the Sale, will have, all Permits material to the conduct of
its business and the ownership of its assets, in each case not including the Project Assets and the Purchased Interests for
the purposes of this Section 5.5. Except to the extent that such would not reasonably be expected to cause a Material
Adverse Effect, all such Permits are, and after the consummation of the Sale will be, in full force and effect and no
investigation, review or proceeding seeking the revocation or limitation of any of such Permits is pending, or, to its
knowledge, threatened.

5.6 Brokers_and_Finders. Neither it or any of its Affiliates has engaged any broker, finder or agent in connection
with the Sale so as to give rise to any claim against Seller for any brokerage or finder's commission, fee or similar
compensation.

5.7 Compliance_with_Law. It is not in violation of or in default under any Law, the effect of which, individually or in
the aggregate, would reasonably be expected to hinder or prevent it from performing its obligations hereunder.

5.8 Litigation. There is no Claim of any nature pending or to its knowledge threatened against it, its assets or any of
its officers, which, if adversely determined, would reasonably be expected to hinder or prevent it from performing its
obligations hereunder.

5.9 Bankruptcy. There are no bankruptcy, reorganization, or arrangement proceedings pending against, being
contemplated by, or, to its knowledge, threatened against, it.

5.10 Knowledgeable_Buyer. It has the knowledge, skill and experience in the U.S. power generation industry to
evaluate the Facility, the Site, the Project Companies and the Project Assets independently and to make its own
investment decisions. It agrees that Seller has furnished it with information about, and access to, the same, that has
been, in all cases, excepting any fraud or willful misconduct on the part of Seller, sufficient and complete enough to,
when
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considered in light of Seller's representations, warranties and disclosures (including the Disclosures) hereunder, allow it to
perform an informed evaluation of each risk associated with the Facility, the Site, the Project Companies, the Project Assets
and the "as is" "where is" nature of the Sale. Other than the matters specifically addressed herein, it relies solely and
exclusively upon its own evaluations of the Facility, the Site, the Project Companies and the Project Assets in entering into
this Agreement. The provisions contained in this Agreement are the result of extensive negotiations between the Parties, and
no other assurances, representations or warranties about the quality, condition, or state of the Facility, the Site, the Project
Companies or the Project Assets were made by Seller in the inducement thereof, except as provided herein.

ARTICLE 6.

PRE-CLOSING MATTERS

6.1 Conduct_of_Business. From the date of this Agreement to the Closing Date, Seller covenants and agrees that it
will cause the Project Companies to conduct their business, including the operation, maintenance and repair of their
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assets, in the ordinary course and substantially consistent with past practices. Notwithstanding the generality of the
foregoing, except as expressly provided otherwise herein, as required pursuant to a Contract listed in Schedule 4.12, or
as otherwise consented to by Buyer, which consent shall not be unreasonably withheld or delayed, Seller covenants and
agrees that no Project Company will (nor will Seller on behalf of any Project Company):

a. except in the ordinary course of business, but subject to Section 6.1(n), enter into, extend, modify, amend in
any material respect, terminate or renew any Contract listed in Schedule 4.12 (or that would be required to be
listed thereon), or waive, release or assign any material rights or claims therein;

b. split, combine or reclassify any membership interests or issue or authorize the issuance of any other securities
in respect of, in lieu of or in substitution for any membership interests;

c. issue, grant, deliver or sell or authorize or propose to issue, grant, deliver or sell, or purchase or propose to
purchase, any membership interests, options, warrants, calls, rights, exchangeable or convertible securities,
commitments or agreements of any character, written or oral, obligating it to issue, deliver, sell, repurchase or
redeem, or cause to be issued, delivered, sold, repurchased or redeemed, any membership interests;

d. cause or permit any material amendments to its Organic Documents;

e. acquire or agree to acquire by merging or consolidating with, or by purchasing any assets or equity securities
of, or by any other manner, any business or any Person or other business organization or division thereof, or
otherwise acquire or agree to acquire any assets in any material amount;

f. except in the ordinary course of business, sell, lease, license or otherwise dispose of any of its assets;
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g. incur any indebtedness for borrowed money (other than trade payables incurred in the ordinary course of
business) or guaranty any such indebtedness or issue or sell any debt securities of such Project Company or
guaranty any debt securities of others;

h. hire any employees, adopt any Employee Benefit Plans, incur any liability for any Employee Benefit Plan
which would result in liability to Buyer, or grant any severance or termination pay to any manager or officer;

i. except in the ordinary course of business, pay, discharge or satisfy any Claim;
j.

make or change any material election in respect of Taxes, adopt or change any accounting method in respect
of Taxes, enter into any closing agreement, settle any claim or assessment in respect of Taxes, or consent to
any extension or waiver of the limitation period applicable to any claim or assessment in respect of Taxes,
take any action not in accordance with past practice that would have the effect of deferring any Tax liability
of, or that relates to, a Project Company from the taxable period ending on or before the Closing Date to any
subsequent taxable period, enter into any Tax allocation agreement, Tax sharing agreement, Tax indemnity
agreement or surrender any right to claim a Tax refund;

k. enter into any joint venture;

l. except in the ordinary course of business, make any loans or advances to any Person;

m. fail to use reasonable commercial efforts, consistent with past practice, to maintain relations with and the
goodwill of suppliers, customers and other Persons connected to the business of the Project Companies;
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n. incur any obligation (other than obligations already incurred under the Capacity Reservation Agreement, City
Capacity Reservation Agreement, the Transportation Agreement, Gas Interconnection Agreement and the
Interconnection Agreement) (i) to sell, deliver or make available energy, capacity or ancillary services if any
portion of the time period for such delivery or performance would occur after the Closing Date, (ii) to
purchase or receive natural gas, gas transportation services or gas storage services if any portion of the time
period for receipt of such gas or services would occur after the Closing Date, or (iii) to purchase or receive
electric transmission services if any portion of the time period for receipt of such services would occur after
the Closing Date; or

o. enter into any agreement to do anything prohibited by this Section 6.1.

6.2 Efforts_to_Consummate_Sale. Each Party covenants and agrees to the other to use all commercially reasonable
efforts to file or supply, or cause to be filed or supplied, as soon as reasonably practicable after the date hereof, all
material applications, notifications and
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information required to be filed or supplied by it pursuant to applicable Law or this Agreement in connection with the
Sale, or other transactions contemplated by this Agreement; including:

a. cooperating with the other Party's Representatives to prepare and file all documents necessary to obtain the
FERC Approvals;

b. informing the other Parties of any communications from any Governmental Authority regarding the Sale and,
following consultation with the other Parties regarding an appropriate response, promptly complying in good
faith with any request for additional information or documentary material;

c. cooperating with and assisting the other Party to comply with its obligations pursuant to this Section 6.2;

d. contesting, to the extent commercially reasonable, any Claim seeking to have imposed any order, decree,
judgment, injunction, ruling or order (whether temporary, preliminary, or permanent) that would prevent or
materially delay the Closing; and

e. using commercially reasonable efforts to obtain as soon as is practicable the Title Commitment and Survey
satisfying the requirements set forth herein; provided, that Seller shall use commercially reasonable efforts to
make any deliveries or submittals to the issuer of the Title Commitment required to obtain the endorsements
attached to the form in Schedule 4.11(A) and to satisfy the title company's requirements set forth therein for
issuance of the owner's policy of title insurance, including any affidavits or undertakings in connection
therewith, such that the Title Commitment is delivered to the Parties within twenty-one (21) days hereof.

6.3 No_Delay. Each Party covenants and agrees that it shall use reasonable efforts to (a) bring about the fulfillment
of each of the conditions precedent to the obligations of the other Party set forth in ARTICLE 7 without unreasonable
delay, (b) cooperate with the other Party's efforts pursuant to this Section 6.3, and (c) obtain all material consents
and approvals of third parties that any of Buyer, Seller or their respective Affiliates are required to obtain in order to
consummate the transactions contemplated hereby.

6.4 Access_and_Information;_Physical Inventory

a. Prior to the Closing, Seller covenants and agrees that it will, and will cause the Project Companies to,
(i) provide Buyer's Representatives, upon reasonable notice, with access, during regular business
hours, to the offices, properties, employees, consultants, and books and records of or relating to each
Project Company as Buyer may reasonably request, subject to such Representatives' compliance with
all safety rules and regulations in effect at the Facility, and (ii) timely respond to Buyer's reasonable
requests for information and documentation regarding the Project Companies; provided, that Buyer's
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Representatives shall not conduct any environmental site assessment, compliance evaluation or
investigation with respect to the Project Companies without prior approval from Seller and without
ongoing consultation with Seller with respect to any such approved activity.
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b. Buyer covenants and agrees that its Representatives will not contact or communicate with the
customers, suppliers, lenders and licensors of Seller and its Affiliates in connection with the Sale
other than with the prior consent of Seller, which consent shall not be unreasonably withheld or
delayed.

c. Between the date hereof and the Closing, Seller shall deliver to Buyer, within fifteen days of the end
of each calendar month, the unaudited balance sheet and income statement for the Project Companies
for such previous month (collectively, the "Interim Financials").

d. Between the date hereof and the Closing Date, Seller shall deliver to Buyer, promptly following the
end of each calendar month, the Estimated Working Capital for such previous month.

e. Between the date hereof and the Closing, Seller shall record the estimated amount of natural gas in
storage owned by CET as of the end of each day.

f. No sooner than twenty (20) days prior to Closing, Seller shall perform a physical inventory of the
spare parts located at the Site. Buyer shall have the right to have its Representative present during
such inventory. The results of such inventory (adjusted for the use, disposition or replacement of any
such spare parts prior to Closing) shall be used for the calculation of the Final Working Capital, and
if timely available, for the calculation of the Estimated Working Capital.

6.5 Operators.

a. Seller covenants and agrees that, until the Closing, it will, and will cause the Project Companies to,
provide Buyer's Representatives, upon reasonable notice, with access, during regular business hours
and subject to the willingness of the Operators to meet with Buyer's Representatives, to the
Operators; provided, that Seller makes no representations or warranties in respect of any decisions
any Operator may make in respect of future employment and reserves the right to disclose the terms
and conditions set forth in this Section 6.5 to each Operator; provided, further, that Seller will use
reasonable efforts to encourage the Operators to meet with Buyer's Representatives and favorably
consider Buyer's offers of employment.

b. Buyer covenants and agrees that Buyer, a Buyer Affiliate, or a designated third party providing
operations and maintenance services at the Facility under contract to Buyer will offer employment to
each of the Operators on terms (i) that are at least equivalent or more favorable in respect of position,
base salary and bonus, and (ii) that are of equivalent or greater value, in the aggregate, in respect of
base salary, bonus and employment benefits, than, for the purposes of both clauses (i) and (ii), the
position, base salary, bonus and employment benefits for such Operator that are set forth in Schedule
6.5 (collectively, a "Qualified Offer"), and, in the event they are not, Buyer hereby agrees to defend
and hold Seller and Seller Parent harmless in respect of, and only to the extent that, any Claims by
such Operator in respect of his termination of employment with Seller Parent asserting that such
terms offered by Buyer or a Buyer Affiliate were not equivalent to the terms of such Operator's
employment by Seller Parent.
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c. Seller covenants and agrees that, as of Closing, no Operator who accepts employment with Buyer or a
Buyer Affiliate will be restricted in any manner by Seller or any Seller Affiliate from commencing
employment with Buyer or a Buyer Affiliate.

d. Seller covenants and agrees that neither Seller nor any Seller Affiliate will, for a period of one year
after the Closing Date, solicit, retain, hire or employ any Operator who receives a Qualified Offer as
of the Closing Date, unless such Operator's employment by Buyer or a Buyer Affiliate is later
terminated by Buyer or a Buyer Affiliate.

6.6 Publicity

a. Except as required by applicable Law or rules of any relevant securities exchange, each Party
covenants and agrees that it will not, directly or indirectly, make or allow to be made any public
announcement or issue any public notice in respect of this Agreement or the Sale without the prior
consent of the other Party, which consent shall not be unreasonably withheld or delayed.

b. Each Party covenants and agrees that, prior to the Closing, it will consult with the other Party prior to
issuing any press release or otherwise making any public statement (or making any filing with any
Governmental Authority or any securities exchange) with respect to the Sale or this Agreement.

6.7 Transfer_Taxes. Buyer covenants and agrees that it will (i) be liable for and will pay all transfer, stamp,
documentary, sales and use and any other similar Taxes arising from the Sale or the Agreement, (ii) file in a timely
fashion all Tax Returns relating to such Taxes, unless Seller is otherwise required by Law to do so, and (iii) will
reimburse Seller either at the Closing or thereafter for any such Taxes paid by Seller.

6.8 Notification_of_Certain_Matters. Each Party covenants and agrees that it will give prompt notice to the other Party
of (i) the occurrence or non-occurrence of any event that has caused or is reasonably likely to cause, with the passage
of time, giving of notice, or otherwise, any representation or warranty herein of such Party to be untrue or inaccurate at
or prior to the Closing and (ii) any failure of such Party to comply with or satisfy any covenant, condition or agreement
to be complied with or satisfied by it hereunder; provided, that the delivery of notice pursuant to this Section 6.8 shall
not limit or otherwise affect any Party's rights, obligations or remedies hereunder.

6.9 Replacement_Security. Buyer covenants and agrees to use commercially reasonable efforts prior to Closing to
effect the termination at Closing of and the full and unconditional release of Seller Affiliates (other than the Project
Companies), including delivery to Seller of the originals thereof held by the Persons that are beneficiaries thereto,
from the support obligations undertaken by any such Seller Affiliate in connection with each of the Contracts listed
in Schedule 6.9 (the "Support Obligations"); provided, that if the beneficiary of any Support Obligation requires that
it be replaced by a new support obligation in return for such release, then Buyer shall offer to replace such Support
Obligation with other support obligations, of up to an equivalent amount in the aggregate to the existing Support
Obligation, consisting of one or a combination of the following (i) a letter of credit, (ii) a guarantee by a Buyer Affiliate
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selected by Buyer, or (iii) funds placed in escrow ("Equivalent Support Obligation"). After the date hereof and
terminating upon the earlier of the Closing or termination of this Agreement, Buyer shall have the right to contact and
have discussions with the beneficiary of each such Support Obligation in order to satisfy its obligations under this
Section 6.9; provided, however, (A) Seller shall have the right to have Representatives present during any such
contact or discussion, (B) Buyer shall only contact and hold discussions with such beneficiaries through the Buyer's
Representatives previously approved by Seller, and (C) Buyer shall cause its Representatives to comply with all
reasonable procedures and protocols regarding such contacts and discussions required by Seller. If any of the Support
Obligations remain in effect as of the Closing Date (an "Unreleased Support Obligation"), then Buyer shall (a) provide
an Equivalent Support Obligation in respect of the Unreleased Support Obligation to each Seller Affiliate to the extent
of such Seller Affiliate's obligation on such Unreleased Support Obligation and (b) continue to use commercially
reasonable efforts after Closing to effect the release of each Seller Affiliate from such Unreleased Support Obligation
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by remaining willing to provide to the beneficiary an Equivalent Support Obligation; provided, that (y) immediately
upon such release Seller shall cause each Seller Affiliate to release the corresponding Equivalent Support Obligation
provided by Buyer to such Seller Affiliate, and (z) if the Unreleased Support Obligation is not released within 180
days of the Closing, then Buyer shall immediately replace the Equivalent Support Obligation with a letter of credit
(unless Buyer has already provided a letter of credit), issued by a bank and in a form in each case reasonably
satisfactory to Seller, in the aggregate amount of the Unreleased Support Obligation.

6.10 Casualty_and_Condemnation

a. Prior to the Closing Date, all risk of loss, damage or other casualty to or condemnation of the Project
Assets shall be borne by Seller, and Seller shall promptly notify Buyer of any such loss, damage,
casualty, condemnation or any other change in condition of the Project Assets.

b. Subject to Section 6.10(d), Seller shall repair, prior to the Closing Date and to the previous condition
of the Project Assets, any damage, loss or casualty to the Project Assets or breakage of any
component of the Project Assets that occurs if the amount of such damage, loss or breakage does not
exceed $5,000,000; provided, that Buyer shall cause any and all insurance proceeds in respect of such
damage, loss or casualty paid to any Project Company after the Closing Date, up to the amount of the
costs to Seller to complete the repair, to be assigned or delivered to Seller.

c. If any Purchased Asset or part thereof shall be taken by condemnation prior to the Closing Date, and
such Project Asset or part thereof does not have a condemnation value in excess of $5,000,000, Seller
may (i) elect to reduce the Purchase Price by such condemnation value (less the amount of any
condemnation award payable to CET or CET One after Closing), which election shall not otherwise
release the Parties from their obligations in respect of the Closing or (ii) terminate this Agreement
upon 10 days' notice to Buyer.

d. In the event of any damage, loss, casualty or condemnation in excess of the amounts set forth in
Sections 6.10(b) and 6.10(c), either Party may elect, in its sole discretion, to terminate this Agreement
upon 10 days' notice to the other Party.
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6.11 Environmental_Insurance. Buyer has obtained the indications in Schedule 6.11 of insurance policies that Buyer
can purchase to cover certain Losses arising out of certain Environmental Site Conditions. At its cost, so long as Closing
occurs, Buyer covenants and agrees to use reasonable commercial efforts to obtain the Environmental Insurance.
Buyer covenants and agrees that, for so long as it maintains the Environmental Insurance obtained in connection
herewith, it shall undertake reasonable commercial efforts to ensure that Seller, Seller Parent, WEC and their Affiliates
are additional named insureds; provided, however, that any claims thereunder with respect to such additional named
insureds shall be limited to the duration of the survival period for indemnity obligations set forth in Section 9.1(a)(i) and
in no event shall the amount of any payments to such additional named insureds exceed the lesser of $5,000,000 or fifty
percent (50%) of the then existing remaining aggregate policy limits of such Environmental Insurance. Notwithstanding
the foregoing, nothing in this Agreement shall prevent Buyer from taking any action after Closing that it deems
appropriate in order to comply with Environmental Laws, to obtain a "No Further Remediation Letter" pursuant to the
Illinois Site Remediation Program administered by the Illinois Environmental Protection Agency, or to take any action
with respect to the Environmental Insurance, including actions that result in the lapse or cancellation thereof.

6.12 Gas_Costs.

a. Prior to Closing, Seller and Buyer shall each use reasonable commercial efforts to seek to sell or
utilize natural gas in storage owned by CET in order to reduce the volume in storage to at or about
24,000 decatherms; provided, however, that Seller shall be obligated to give effect to any sale of
natural gas in storage owned by CET arranged by Buyer's gas marketing staff at a price, net of any
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applicable sale transaction fees or costs to Seller's account, equal to or greater than $5.92 per
decatherm. Buyer understands and agrees that the Transportation Agreement does not permit resale of
natural gas in storage and that any sales of such gas will require consent under the Transportation
Agreement, which Seller shall be required to use commercially reasonable efforts to obtain.
Notwithstanding the foregoing, in no event shall CET be required to operate the Facility at any time
that such operation would cause a loss.

b. For the purpose of the calculation of Working Capital, on the Closing Date the value of any natural
gas in storage under the Transportation Agreement shall be calculated at a value equal to $5.92 per
decatherm. If, prior to Closing, any of the natural gas in storage owned by CET is sold due, in whole
or in part, to the gas marketing efforts of Buyer's gas marketing staff, then the profit or loss relative to
$5.92 per decatherm (net of any applicable sale transaction fees or costs to Seller's account) on any
such sales shall be for the account of Buyer as an adjustment to the Working Capital.

ARTICLE 7.

CONDITIONS TO THE SALE

7.1 Conditions_to_the_Obligations_of_Both_Parties. The obligations of either Party to consummate the Sale shall be
subject to satisfaction by either Party or waiver by the benefiting Party, on or prior to the Closing, of each of the
following conditions:
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a. There shall not have been issued and be in effect any Law that prohibits consummation of the Sale;

b. The FERC Approvals shall have been obtained and shall be in force without conditions that are materially
adverse to Buyer following the Closing, shall not be subject to any pending rehearing before the FERC, and
the rehearing period shall have expired;

c. Each other Sale Consent shall have been obtained, and evidence thereof provided to Buyer;

d. Any Contract between CET and Sempra Energy Trading Corp. shall have been terminated as of the Closing
Date, and any termination payment shall have been paid or will be solely payable by Seller (and not CET);
and

e. No preliminary or permanent injunction, temporary restraining order or other decree of any Governmental
Authority and no Claim by, or before, any Governmental Authority shall have been instituted prohibiting or
materially restraining the Sale.

7.2 Conditions_to_the_Obligations_of_Buyer. The obligations of Buyer to consummate the Sale shall be subject to
satisfaction by Seller or waiver by Buyer on or prior to the Closing Date of each of the following conditions:

a. Each representation and warranty of Seller contained in ARTICLE 3 and ARTICLE 4 shall be true and
correct in all material respects when made and as of the Closing Date, or in the case of representations and
warranties made as of a specified date earlier than the Closing Date, on and as of such earlier date; provided,
that after the date hereof, and prior to or on the Closing Date, Seller may supplement the Disclosures and
update in writing any information furnished on the Schedules. For avoidance of doubt, Seller's update of the
Schedules and supplement of the Disclosures shall not be given effect for the purpose of determining whether
the foregoing condition to Closing in this Section 7.2(a) has been satisfied if such supplement or update (i)
discloses any event, Contract or condition that, individually or in the aggregate, would materially modify
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Seller's representations and warranties, or (ii) modifies in any way Seller's representations or results in a
violation of Seller's covenants contained in Sections 3.1, 3.2, 4.1, 4.3, 4.18, 6.1(b), or 6.1(c);

b. Each covenant and agreement of Seller contained herein to be performed on or prior to the Closing Date shall
have been performed in all material respects;

c. Seller shall deliver to Buyer at the Closing the Assignments executed by Seller and the Termination and
Release Agreement executed by Seller, Seller Parent and the Project Companies;

d. Seller shall deliver to Buyer at the Closing a certificate of an officer of Seller substantially in the form set
forth on Exhibit C;
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e. Seller shall deliver to Buyer at Closing a certificate of the secretary of Seller substantially in the form set forth
on Exhibit D containing a true and correct copy of Seller's limited liability company operating agreement, a
written consent of the member of Seller authorizing the Sale, and a certification of the signature of each
incumbent officer of Seller executing this Agreement and any Ancillary Document;

f. Seller shall deliver to Buyer at Closing certificates of the Secretary of State of Delaware, in each case dated
no earlier than five Business Days prior to the Closing Date, certifying the good standing of Seller in
Delaware and containing a certified copy of the Certificate of Formation of Seller;

g. Seller shall deliver to Buyer at Closing a certificate of the secretary of each Project Company, each certificate
substantially in the form set forth on Exhibit E containing (i) a true and correct copy of such Project
Company's limited liability company agreement, (ii) the resignations of all officers, managers, and employees
effective as of the Closing Date, (iii) evidence of the closing or termination of each of the Accounts as of the
Closing Date, and (iv) resolutions accepting such resignations and revocations and, in the case of CET and
CET One, acknowledging admission of Buyer as the sole member;

h. Seller shall deliver to Buyer at Closing certificates of the Secretary of State of Delaware, in each case dated
no earlier than five Business Days prior to the Closing Date, certifying the good standing of each Project
Company in Delaware and containing a certified copy of the Certificate of Formation of each Project
Company;

i. Seller shall deliver to Buyer at Closing certificates of the Secretary of State of Illinois, in each case dated no
earlier than five Business Days prior to the Closing Date, certifying the qualification of each Project
Company to conduct business in Illinois;

j. Seller Parent shall furnish to Buyer a duly executed and acknowledged certificate in the form of Exhibit F;

k. Seller shall deliver to Buyer a parent guaranty from WEC substantially in the form of Exhibit J;

l. Buyer shall have obtained, at Buyer's expense, an owner's policy of title insurance issued by The Chicago
Insurance Title Company with an insured amount equal to $10,000,000, with all of the endorsements attached
to the form in Schedule 4.11(A) and with deletion of general exceptions, which such title insurance policy
shall be pursuant to and in form and substance strictly as set forth in the Title Commitment;

m. Seller shall have surrendered to Buyer any letter of credit delivered by Buyer pursuant to Section 2.4;

n. Seller shall deliver to Buyer the original 7.20% Note by CET to Seller Parent (marked "cancelled" on its
face); and
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o. Seller shall have delivered the Survey and the Title Commitment to Buyer.
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7.3 Conditions_to_the_Obligations_of_Seller. The obligation of Seller to consummate the Sale shall be
subject to the satisfaction by Buyer or waiver by Seller on or prior to the Closing Date of each of the
following conditions:

a. Buyer shall have delivered the Purchase Price and Closing Severance Payments (if any) in accordance with
Section 2.1, less the amount of the cash deposit previously paid by Buyer (if any) in accordance with Section
2.4, including accrued simple interest earned thereon of six percent (6%).

b. Buyer shall have delivered (i) the full and unconditional releases of Seller Affiliates from the Support
Obligations to the extent any such releases have been obtained by Buyer from the beneficiaries of such
Support Obligations as of the Closing Date and (ii) the Equivalent Support Obligation to each Seller Affiliate
that remains an obligor on an Unreleased Support Obligation;

c. Each representation and warranty of Buyer contained in ARTICLE 5 shall be true and correct in all material
respects when made and as of the Closing Date;

d. Buyer shall deliver to Seller at the Closing the Assignments executed by Buyer and the Termination and
Release Agreement executed by Buyer;

e. Each covenant and agreement of Buyer contained herein to be performed on or prior to the Closing Date shall
have been performed in all material respects;

f. Buyer shall deliver to Seller at the Closing a certificate of an officer of Buyer substantially in the form set
forth on Exhibit G; and

g. Buyer shall deliver to Seller at the Closing a certificate of the secretary of Buyer substantially in the form set
forth on Exhibit H containing a true and correct copy of Buyer's limited liability company operating
agreement, a written consent of the sole member of Buyer authorizing the Sale, and a certification of the
signature of each incumbent officer of Buyer executing this Agreement and any Ancillary Document.

ARTICLE 8.

POST-CLOSING MATTERS

8.1 Allocation. The Parties agree that as soon as reasonably practicable after the Closing and prior to the filing
of any income Tax Return that includes information related to the Sale, the Purchase Price, and the amount
of any liabilities assumed for federal income tax purposes shall be allocated among the Purchased Interests
and/or the Project Assets in accordance with an allocation schedule mutually agreed by the Parties, which
shall be prepared in a manner required by Section 1060 of the Code and any other applicable Law. Seller and
Buyer shall prepare IRS Form 8594 "Asset Acquisition Statements Under Section 1060" consistent with such
allocation schedule, which the Parties shall use to report the transactions contemplated by this Agreement to
any applicable Governmental Authority. Neither Party shall take a position on any Tax Return inconsistent
with such allocation schedule without the written consent of the other Party, which consent shall not be
unreasonably withheld; provided, however,
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that nothing contained herein shall prevent a Party from settling any proposed deficiency or adjustment by
any taxing Governmental Authority based upon or arising out of such allocation, and neither Party shall be
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required to litigate before any court any proposed deficiency or adjustment by any taxing Governmental
Authority challenging such allocation schedule. Each Party agrees to provide the other promptly with any
other information required to complete Form 8594 or to respond to any audit. If the Parties do not agree upon
an allocation, Seller and Buyer shall be entitled to file separate allocations.

8.2 Tax_Matters.

a. Seller covenants and agrees to (i) pay any Taxes imposed on or with respect to a Project
Company after the Closing Date with respect to any Pre-Closing Tax Period, including Taxes
imposed on or with respect to a Project Company as a transferee, successor, by contract or
otherwise pursuant to an agreement or arrangement entered into on or before the Closing
Date, and (ii) pay or discharge all Taxes imposed on Seller or any of its Affiliates with
respect to any Pre-Closing Tax Period, the nonpayment of which would result in a Lien on
any of the assets of the Project Companies or the Purchased Interests. Seller shall pay any
amounts due under this Section 8.2(a) within ten days following written notice by Buyer
substantiating that such amounts are due.

b. Buyer covenants and agrees that any refunds or credits in respect of Taxes of a Project
Company paid in respect of either of the Tax periods described in Section 8.2(a) (plus any
interest received with respect thereto from a Governmental Authority), including refunds or
credits arising from amended Tax Returns filed on or after the Closing Date with respect to
such periods, will be for the account of Seller and, if received by Buyer or its Affiliates, will
be paid to Seller within ten days after receipt by Buyer or such Affiliate (net of any
reasonable out-of-pocket expenses incurred by Buyer or a Project Company in obtaining such
refunds or credits). Notwithstanding the foregoing, Seller shall not be entitled to receive any
such refunds or credits to the extent the refund is included as an asset in the calculation of
Final Working Capital.

c.

Buyer covenants and agrees to pay any Taxes imposed on a Project Company with respect to
any Tax period beginning after the Closing Date, or with respect to any Tax period beginning
before and ending after the Closing Date, to the extent allocable to the portion of such period
after the Closing Date.

d.

For purposes of this Agreement, in the case of any Taxes that are payable for a period that
begins before and ends after the Closing Date, the portion of such Taxes allocable to the
period that ends on the Closing Date shall (i) in the case of any property or ad valorem
Taxes, be deemed to be the amount of such Tax for the entire Tax period multiplied by a
fraction the numerator of which is the number of days in the Tax period ending on the
Closing Date and the denominator of which is the number of days in the entire Tax period
and (ii) in the case of any other Tax (including any income Taxes or sales and use Taxes), be
deemed equal to the amount that would be payable as computed on a closing of the books
basis if the relevant Tax period ended on the Closing Date.
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e. Each Party shall cooperate fully, as and to the extent reasonably requested by the other Party,
in connection with the filing of any Tax Returns relating to the Project Companies and the
filing and prosecution of any Tax Claims relating to the Project Companies. Such
cooperation shall include the retention and (upon the other Party's request) the provision of
records and information that are reasonably relevant to any such Claim and making
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employees available on a mutually convenient basis to provide additional information and
explanation of any material provided hereunder.

f. Seller shall cause the provisions of any agreement, arrangement or practice with respect to
Taxes (including any Tax sharing agreements) between Seller and any of its Affiliates (other
than the Project Companies), on the one hand, and any of the Project Companies, on the
other hand, to be terminated on or before the Closing Date, and after the Closing Date the
Project Companies shall not have any obligations under such agreements.

8.3 Severance_Payments. Seller covenants and agrees to cause any Closing Severance Payments paid to Seller
at Closing to be paid to the Operators for whom such payments are intended pursuant to the definition of
Closing Severance Payments in Section_1.1. The Parties agree that Buyer's payment of the Closing Severance
Payments to Seller pursuant to Section 2.1(a) of this Agreement is not being made in consideration for the
Purchased Interests, Buyer is making such payments to the Seller solely in order to enable Seller to pay such
amounts to applicable Operators in satisfaction of the Buyer's obligation to make such payments, and for tax
purposes such payment will be treated as if Buyer paid such amounts directly to such Operators. After Closing,
Buyer covenants and agrees to pay any Post-closing Severance Payments directly to any Operators for whom
such payments are intended pursuant to the definition of Post-closing Severance Payments in Section 1.1.

8.4 Excluded_Items. After Closing, if Buyer receives or takes possession of any Excluded Items, or any of
the proceeds or economic benefit of Excluded Items, Buyer shall promptly deliver, transfer, convey, assign
and turn over any of the foregoing to Seller, including executing any documents or instruments required in
connection therewith.

8.5 Insurance_Claims. After Closing, if Claims for personal injury or property damage arising out of
occurrences prior to Closing, which are covered by the Insurance Policies, are made against Buyer or any
Project Company, then Buyer shall be entitled to access such Insurance Policies and the proceeds thereof
in respect of such Claims; provided, that Seller shall have control of such Claims and shall conduct the
same in accordance with customary practices and in accordance with any reasonable requirements of Seller,
recognizing that such Claims are being made under the Insurance Policies that continue to apply for the benefit
of Seller.

ARTICLE 9.

SURVIVAL OF REPRESENTATIONS AND WARRANTIES; INDEMNIFICATION

9.1 Survival_of_Representations,_Warranties_and_Covenants.

a. If the Closing occurs, except as provided in Section 9.6, all representations, warranties,
covenants and obligations in this Agreement shall survive until and
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expire eighteen months after the Closing Date; provided, that the representations, warranties,
covenants and obligations contained in (i) Sections 4.14 and 11.16 shall survive for three
years after the Closing Date, (ii) Sections 4.4, 4.5, 6.1(h), 6.1(j), 6.7, and 8.2 shall survive
after the Closing Date for the greater of (A) three years or (B) the duration of any applicable
statute of limitations, and (iii) Sections 3.1, 3.2, 4.1, 4.3, 5.1, 6.1(b), 6.1(c), and 9.2(a)(ii)
shall survive the Closing Date without limitation.

b. If the Closing does not occur and this Agreement is terminated pursuant to Section 10.1, the
representations, warranties, covenants and obligations in this Agreement shall survive, for the
sole purpose of any indemnities provided in this ARTICLE 9, until and expire on six months
after the date of such termination.
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9.2 Indemnification_by_Seller.

a. Subject to Section 9.2(b), Seller hereby agrees to indemnify, defend and hold harmless each
Buyer Indemnified Party from and against any Loss incurred by such Buyer Indemnified
Party as a result of (i) any breach of a Seller representation or warranty contained herein, or
any breach by Seller of, or default in the performance by Seller of, any covenant, agreement
or obligation to be performed by Seller pursuant to this Agreement, and (ii) any
Environmental Former Property Conditions. For the avoidance of doubt, Seller shall only be
obligated to indemnify a Buyer Indemnified Party for a Loss arising out of Environmental
Site Conditions to the extent such indemnification obligation arises pursuant to Section
9.2(a)(i). Any amounts payable by Seller for an indemnified Loss arising out of an
Environmental Site Condition shall (A) include any deductible up to $500,000 payable under
any Environmental Insurance due to a Claim ("Environmental Insurance Deductible"), and
(B) be limited to Losses net of any recovery by any Buyer Indemnified Party of
Environmental Insurance proceeds (or any other insurance proceeds) received in respect of
such Loss, if any.

b. Seller shall have no liability to any Buyer Indemnified Party under Section 9.2(a)(i) unless
and until, and then only to the extent that, such Buyer Indemnified Party has suffered or
incurred Losses consisting of actual damages aggregating in excess of $1,000,000,
whereupon such Buyer Indemnified Party shall be entitled to claim indemnification for the
amount of its Losses in excess of such amount; provided, however, the foregoing limitation
shall not apply to (i) Losses covered by Section 9.2(a)(ii); (ii) Losses covered by Section
9.2(a)(i) to the extent such Losses are related to a breach by Seller of its covenant in Section
8.2 arising from or related to real estate taxes for any tax parcels which include the Site or
any portion thereof; or (iii) the obligation of Seller in Section 9.2(a) to pay the amount of the
Environmental Insurance Deductible, nor shall such amounts, in each case, be given effect
for the purpose of determining whether the aggregate amount of $1,000,000 is exceeded.

c. To the extent that Seller pays any Loss to or on behalf of any Buyer Indemnified Party, such
Buyer Indemnified Party shall, as a condition of such payment, assign, transfer and convey
all of its right, title and interest in and to any claim of such Buyer Indemnified Party against
any Person for such Loss up to the amount of such payment, including any claim under any
policies of insurance, to Seller or an Affiliate of Seller. Such Buyer Indemnified Party shall
not prejudice or impair the rights of Seller under this Section 9.2(c), and
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Buyer shall use commercially reasonable efforts to cooperate and assist Seller in the exercise
of such rights.

9.3 Indemnification_by_Buyer.

a. Subject to Section 9.3(b), Buyer hereby agrees to indemnify, defend and hold harmless each
Seller Indemnified Party from and against any Loss incurred by such Seller Indemnified
Party as a result of any breach of a Buyer representation or warranty contained herein, or any
breach by Buyer of, or default in the performance by Buyer of, any covenant, agreement or
obligation to be performed by Buyer pursuant to this Agreement. Any amounts payable by
Buyer for an indemnified Loss arising out of an Environmental Site Condition shall be
limited to Losses net of any recovery by any Seller Indemnified Party of Environmental
Insurance proceeds (or any other insurance proceeds) received in respect of such Loss, if any

b.

Buyer shall have no liability to any Seller Indemnified Party under Section 9.3(a) unless and
until, and then only to the extent that, such Seller Indemnified Party has suffered or incurred
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Losses consisting of actual damages aggregating in excess of $1,000,000, whereupon such
Seller Indemnified Party shall be entitled to claim indemnification for the amount of its
Losses in excess of such amount; provided, however, the foregoing limitation shall not apply
to Losses arising out of Buyer's obligation under Section 6.9 to cause the beneficiaries of any
Unreleased Support Obligations to release any Seller Affiliate, nor shall such Losses be given
effect for the purpose of determining whether the aggregate amount of $1,000,000 is
exceeded.

c.

To the extent that Buyer pays any Loss to or on behalf of any Seller Indemnified Party, such
Seller Indemnified Party shall, as a condition of such payment, assign, transfer and convey
all of its right, title and interest in and to any claim of such Seller Indemnified Party against
any Person for such Loss up to the amount of such payment, including any claim under any
policies of insurance, to Buyer or an Affiliate of Buyer. Such Seller Indemnified Party shall
not prejudice or impair the rights of Buyer under this Section 9.3(c), and Seller shall use
commercially reasonable efforts to cooperate and assist Buyer in the exercise of such rights.

9.4 Matters_Involving_Third_Parties.

a. If any third party shall notify an Indemnified Party of either Party with respect to any matter
that would give rise to a Claim subject to indemnification hereunder against the other Party
(the "Indemnifying Party"), then such Indemnified Party shall promptly provide notice (and
in any event by the sooner to occur of (i) ten days after receipt of notice by it, and (ii) five
days prior to the date a responsive pleading is due) thereof to the Indemnifying Party;
provided, however, that no delay on the part of the Indemnified Party in notifying the
Indemnifying Party shall relieve the Indemnifying Party from any obligation hereunder
unless (and then solely to the extent) the Indemnifying Party is materially prejudiced thereby.

b. The Indemnifying Party shall have the right to defend the Indemnified Party against such
Claim with counsel of its choice reasonably satisfactory to the Indemnified Party so long as
(i) the Indemnifying Party promptly notifies the Indemnified Party that the
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Indemnifying Party will indemnify the Indemnified Party, to the extent indemnification is
provided for hereunder, and (ii) the Indemnifying Party thereafter conducts the defense of
such Claim as actively and diligently as is reasonably appropriate.

c. For so long as the Indemnifying Party is conducting the defense of a Claim in accordance
with Section 9.4(b), (i) the Indemnified Party may retain separate co-counsel at its sole cost
and expense and participate in the defense of such Claim, (ii) the Indemnified Party shall not
consent to the entry of any judgment or enter into any settlement with respect to such Claim
without the prior consent of the Indemnifying Party (which consent shall not be unreasonably
withheld), (iii) the Indemnifying Party shall not consent to the entry of any judgment or enter
into any settlement with respect to such Claim unless a written agreement is obtained
releasing the Indemnified Party from all liability thereunder, and (iv) the Indemnifying Party
shall not consent to the entry of any judgment or enter into any settlement with respect to
such Claim, which involves an injunction or other equitable relief, without the consent of the
Indemnified Party, which consent will not be unreasonably withheld.

d. In the event that the Indemnifying Party does not exercise its right pursuant to Section 9.4(b)
or at any time fails to satisfy any of the conditions in Section 9.4(c), (i) the Indemnified Party
may defend against, and consent to the entry of any judgment or enter into any settlement
with respect to, such Claim in any manner it may reasonably deem appropriate (and the
Indemnified Party need not consult with, or obtain any consent from, the Indemnifying Party
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in connection therewith), (ii) subject to the limitations contained in Sections 9.2(b), 9.3(b),
and 9.5, the Indemnifying Party shall reimburse the Indemnified Party promptly for the costs
of defending against such Claim (including attorneys' fees and expenses); provided, that the
Third Party Claim is subject to indemnification hereunder, and (iii) the Indemnifying Party
shall remain responsible for any Loss the Indemnified Party may incur to the extent provided
in Sections 9.2 and 9.3, as applicable.

9.5 Limitations_on_Indemnification. Notwithstanding anything else to the contrary in this Agreement:

a. Except for liability pursuant to Section 9.2(a)(ii), in no event shall the aggregate liability under this
Agreement of either Party exceed:

i. fifty percent (50%) of the Base Price, unless such liability arises under a provision of
this Agreement expressly identified in Section 9.5(a)(ii); and

ii. the Base Price, if such liability arises pursuant to Section 9.2(a)(i) for a Loss arising
out of Sections 3.1, 3.2, 4.1, 4.3, 4.4, 4.5, 5.1, 6.1(b), 6.1(c), 6.1(h), 6.1(j), 6.7 or 8.2;

provided

, that the Indemnified Party with respect to (A) any liability limited under Section 9.5(a)(i) shall
continue to be indemnified with respect thereto, throughout the applicable survival period set forth in
Section 9.1, until either (I) the total amount paid in the aggregate in respect of liabilities limited under
Section 9.5(a)(i) equals fifty percent (50%) of the Base Price or (II) the total amount paid
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in the aggregate in respect of all liabilities that are subject to this Section 9.5(a) equals the Base Price,
whichever occurs first, and (B) any liability limited under Section 9.5(a)(ii) shall continue to be
indemnified with respect thereto, throughout the applicable survival period set forth in Section 9.1,
until the total amount paid in the aggregate in respect of all liabilities that are subject to this Section
9.5(a) equals the Base Price.

a. Except for liability pursuant to Section 9.2(a)(ii), in no event shall the aggregate liability under this
Agreement of either Party exceed the Base Price;

b. In determining the amount of an Indemnified Party's Losses, all representations and warranties herein
shall be deemed to have been made without any qualifications relating to knowledge or materiality;

c. Except to the extent of Losses arising out of Claims, Seller, for itself and for each Seller Indemnified
Party, and Buyer, for itself and for each Buyer Indemnified Party, hereby mutually release and
covenant not to sue the other Party for any Losses arising out of any Affected Soils or Groundwater;

d. Seller shall have no obligation or liability to any Buyer Indemnified Party for any Losses or Claims to
the extent arising out of any voluntary environmental investigation or remediation actions undertaken
by Buyer or its Affiliates at the Site. For purposes of clarification of this Section 9.5(e), "voluntary
investigation or remediation actions" shall not include (i) a choice by Buyer between different
investigation or remediation options in response to a Claim by a Governmental Authority,
(ii) construction activities undertaken by Buyer, (iii) such actions that are in respect of Hazardous
Substances that are transported from the Site and disposed of in violation of any Environmental Law
or Permit, or (iv) emergency response actions initiated in response to a Release at the Site of
Hazardous Substances after Closing; and

e. Seller may, at its option, include in the Schedules items that are not material in order to avoid any
misunderstanding, and any such inclusion, shall not be deemed to be an acknowledgment or
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representation that such items are material, to establish any standard of materiality or to define further
the meaning of such terms for purposes of this Agreement.

9.6 Expiry_and_Survival_of_Indemnities. After the expiration of the relevant survival period set forth in
Section 9.1, in the event that a Party provides notice of a claim for indemnification to the other Party that
otherwise would be liable to indemnify such Party hereunder, such other Party shall have no obligation to
indemnify such Party. Any claims by any Buyer Indemnified Party for indemnification from Seller under
Section 9.2(a) or by any Seller Indemnified Party for indemnification from Buyer under Section 9.3(a) must
be notified prior to the expiration of the applicable survival period specified in Section 9.1. Notwithstanding
the foregoing, the expiration of the relevant survival period set forth in Section 9.1, shall not relieve a Party of
its indemnification obligations hereunder in respect of any claim for indemnification if proper notice of such
claim shall have been provided to such Party prior to the expiration of such survival period.
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ARTICLE 10.

TERMINATION

10.1 Termination. This Agreement may be terminated at any time prior to the Closing Date by:

a. the mutual written agreement of the Parties;

b. either Party, by notice to the other Party if the other Party has (and the terminating Party shall not
have) failed to perform and comply with, in all material respects, any agreement, covenant or
condition hereby required to have been performed or complied with by such Party prior to the time of
such termination, and such failure shall not have been cured within 30 days following notice of such
failure by the terminating Party to the other Party; provided, however, that such 30 day period shall
be extended to 90 days if such failure to perform or comply by its nature is susceptible to being cured
and the other Party attempting to cure such failure is using and continues to use commercially
reasonable efforts to effect a cure;

c. either Party pursuant to Section 6.10; or

d. either Party upon notice to the other Party sent after July 1, 2005, if the Closing Date has not occurred
by such date; provided, that if on July 1, 2005, (i) the FERC Approval has not been issued and has
not been denied or (ii) Seller is proceeding with any repairs pursuant to Section 6.10(b), such notice
can only be sent after October 1, 2005.

10.2 Effect_of_Termination. In the event of the termination of this Agreement pursuant to Section 10.1:

a. This Agreement shall become void and have no effect, without any liability to either Party or its
Representatives, except as provided in ARTICLE 9;

b. Buyer shall return to Seller all documents and other materials received from Seller and Seller's
Representatives (including all copies of or materials developed from any such documents or other
materials) relating hereto or to the Facility, whether obtained before or after the execution of this
Agreement (or, if requested by Seller, destroy such documents and materials and certify to Seller
their destruction); and
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c. If this Agreement is validly terminated by either Party pursuant to Section 10.1(a), 10.1(c), or
10.1(d), or by Buyer pursuant to Section 10.1(b), then the letter of credit previously delivered by
Buyer or the cash deposit previously paid by Buyer in accordance with Section 2.4, including accrued
simple interest earned thereon of six percent (6%), shall be surrendered or returned, as the case may
be, to Buyer or its designee as notified by Buyer to Seller in writing. If this Agreement is validly
terminated by Seller pursuant to Section 10.1(b), then (i) (A) Seller shall draw upon the letter of
credit previously delivered by Buyer in accordance with Section 2.4, or (B) the cash deposit
previously paid by Buyer in accordance with Section 2.4 (including any interest
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earned by Seller on such deposit during the time period held by Seller) shall be kept by Seller, as the
case may be, and (ii) such amounts shall constitute the sole and exclusive remedy for Buyer's breach
of any representation or warranty herein or Buyer's failure to perform or comply with any agreement,
covenant or condition hereby required to have been performed or complied with by Buyer at or prior
to the time of such termination. The Parties each agree that the agreements contained in this
Section 10.2(c) are an integral part of the transactions contemplated by this Agreement and constitute
liquidated damages and not a penalty. The Parties each agree and acknowledge that Seller's actual
damages in the event of such failure to perform or comply by Buyer would be extremely difficult or
impracticable to ascertain and that such amounts kept by Seller represents the Parties' reasonable
estimate of such damages.

ARTICLE 11.

GENERAL PROVISIONS

11.1 Expenses. Except as otherwise expressly provided herein, whether or not the Closing occurs, each Party
shall pay its own costs and expenses incurred in anticipation of, relating to and in connection with the
negotiation and execution of this Agreement and the transactions contemplated hereby.

11.2 Further_Actions. Each Party shall execute, deliver, acknowledge and file, or shall cause to be executed,
acknowledged, delivered and filed, all such further deeds, transfers, conveyances, assignments, assurances,
certificates and other documents and take, or cause to be taken, such other actions as may reasonably be
requested by the other Party pursuant to this Agreement or any Ancillary Document.

11.3 Notices. Unless otherwise expressly specified or permitted hereunder, all notices, approvals, consents,
waivers and other communications provided for herein to or from a Party shall be in writing or shall be
produced by a telecommunications device capable of creating a written record, and any such communication
shall become effective (i) upon personal delivery thereof, including by overnight mail or next Business Day
or courier service, (ii) in the case of notice by U.S. mail, certified or registered, postage prepaid, return receipt
requested, upon receipt thereof, or (iii) in the case of notice by a telecommunications device, upon transmission
thereof; provided, that such transmission is promptly confirmed, in each case addressed as provided in this
Section 11.3, or to such other address as a Party may designate by notice to the other Party.

If to Seller, to:

William N. Beres
Chief Financial Officer
CET Two, LLC
c/o Wisvest Corporation
N16 W23217 Stone Ridge Drive

with a copy to:

James P. O'Brien
Baker & McKenzie LLP
130 East Randolph Drive
Chicago, Illinois 60601
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Suite 100
Waukesha, Wisconsin 53188

Facsimile: (312) 698-2324
E-mail: james.p.o'brien@bakernet.com
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Facsimile: (414) 225-6188
E-mail: bill.beres@wisvest.com

If to Buyer, to:

Paul G. Smith
c/o Tenaska Power Fund, L.P.
1044 N. 115th Street
Suite 400
Omaha, Nebraska 68154
Facsimile: (402) 691-9526
E-mail: psmith@tenaska.com

with a copy to:

John L. Sachs
Latham & Watkins LLP
555 Eleventh Street, NW
Suite 1000
Washington, DC 20004-1304
Facsimile: (202) 637-2201
E-mail: john.sachs@lw.com

11.4 Binding_Effect;_Assignment. This Agreement shall be binding upon and inure to the benefit of, and
be binding upon and enforceable against, the Parties and their respective successors and permitted assigns,
whether or not so expressed. This Agreement is not assignable by any Party without the prior consent of
the other Party, and, except for assignments and transfers by operation of Law, any attempt to assign this
Agreement without such consent shall be void and of no effect; provided, however, Buyer may assign this
Agreement to an Affiliate, at any time, without the consent of Seller; provided, that in the event of such
assignment, Buyer shall provide prompt notice thereof to Seller and shall unconditionally guarantee the
obligations of its assignee hereunder. Notwithstanding the foregoing, Buyer shall be entitled to assign this
Agreement to a limited liability company and a subsidiary of Buyer that will be organized in Delaware at
or prior to Closing (the "Permitted Transferee"). In the event that Buyer effects such transfer at or prior to
Closing, the Permitted Transferee shall replace Buyer for all purposes and Buyer shall have no further rights or
obligations hereunder. At such time, all references in this Agreement to Buyer shall apply mutatis mutandis to
the Permitted Transferee and all rights and obligations of Buyer under this Agreement or any of the Ancillary
Documents, including under any representations, warranties or covenants contained herein or therein, shall
be deemed to be rights and obligations of the Permitted Transferee; provided, however, that in each case,
compliance by Buyer with any representation, warranty or other obligations in, or other terms and conditions
of, this Agreement or any of the Ancillary Documents, shall be deemed to be compliance by the Permitted
Transferee with the same.

11.5 No_Third-Party_Beneficiaries. Except as set forth in ARTICLE 9, nothing in this Agreement, expressed
or implied, is intended or shall be construed to confer upon any Person other than the Parties and their
successors and assigns permitted by Section 11.4, any right, remedy or claim under or by reason of this
Agreement.

11.6 Amendment;_Waivers,_etc.
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a. No amendment, modification or discharge of this Agreement, and no waiver hereunder, shall
be valid or binding unless set forth in writing and duly executed by the Party against whom
enforcement of the amendment, modification, discharge or waiver is sought. Any such
waiver shall constitute a waiver only with respect to the specific matter described in such
writing and shall in no way impair the rights of the Party granting such waiver in any other
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respect or at any other time. The waiver by a Party of (i) a breach of or a default under any
provision hereof or (ii) the exercise of any right or privilege hereunder, shall not be construed
as a waiver of any other breach or default of a similar nature, or as a general waiver of any
such provision or right under this Agreement. No failure by a Party to exercise, and no delay
in exercising, any right hereunder shall operate as a waiver thereof.

b. The rights and remedies in this Agreement are cumulative and, except as otherwise expressly
provided herein, none is exclusive of any other.

11.7 Entire_Agreement. This Agreement supersedes all prior discussions and agreements between the Parties
with respect to the subject matter hereof and contains the sole and entire agreement between the Parties hereto
with respect to the subject matter hereof.

11.8 Exclusive_Remedies:_Enforcement. Subject to Sections 10.1 and 10.2, the remedies provided in
ARTICLE 9 shall constitute the sole and exclusive remedies available to a Party for recovery against the other
Party for breach of, failure to comply with, or other failure to fulfill the representations, warranties, covenants
and agreements set forth herein.

11.9 Severability. If any provision or portion of this Agreement, or applications thereof, is held to be
unenforceable or invalid by any court of competent jurisdiction, the Parties shall negotiate an equitable
adjustment in the provisions of this Agreement with a view toward effecting the purpose of this Agreement,
and the validity and enforceability of the remaining provisions or portions of this Agreement, or applications
thereof, shall not be affected thereby.

11.10 Headings. The headings herein have been inserted for convenience of reference only and shall not in
any manner affect the construction, meaning or effect of anything herein contained nor govern the rights and
liabilities of the Parties.

11.11 Counterparts. This Agreement may be executed in two or more counterparts, each of which shall be
deemed an original, but all of which together shall constitute one and the same agreement.

11.12 Governing_Law. This Agreement shall in all respects be governed by and construed in accordance with
the laws of the State of Illinois, including with respect to all matters of construction, validity and performance,
without giving effect to any choice of law rules thereof which may direct the application of the laws of another
jurisdiction.

11.13 Disputes. Any dispute or claim arising under this Agreement that is not resolved in the ordinary course
of business shall be referred to a senior executive (President or a Vice President) of each of Buyer and Seller,
who has authority to decide or resolve the matter in dispute, for review and resolution. Such senior executives
shall meet and in good faith attempt to resolve the dispute within 30 days. Only if the Parties are unable to
resolve a dispute pursuant to this process may either Party enforce its rights at law or in equity subject to the
provisions of this Agreement.

11.14 Consent_to_Jurisdiction,_etc.
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a. Subject to Section 11.13, each Party hereby irrevocably and unconditionally submits, for
itself and its assets, to the exclusive jurisdiction of any state or federal court located in the
city of Chicago, Illinois in any action or proceeding arising out of or relating to this
Agreement or for recognition or enforcement of any judgment relating hereto, and each Party
hereby irrevocably and unconditionally agrees that all claims in respect of any such action or
proceeding may be heard and determined in such court to the extent permitted by Law.

b. Each Party hereby irrevocably and unconditionally waives, to the fullest extent it may legally
and effectively do so, any objection that it may now or hereafter have to the laying of venue
of any suit, action or proceeding arising out of or relating to this Agreement in any state or
federal court located in the city of Chicago, Illinois. Each Party hereby irrevocably waives, to
the fullest extent permitted by Law, the defense of an inconvenient forum to the maintenance
of such action or proceeding in any such court.

11.15 Waiver_of_Punitive_and_Other_Damages_and_Jury_Trial.

a. EACH PARTY EXPRESSLY WAIVES AND FOREGOES ANY RIGHT TO RECOVER
PUNITIVE, EXEMPLARY, LOST PROFITS, CONSEQUENTIAL OR SIMILAR
DAMAGES IN ANY ARBITRATION, LAWSUIT, LITIGATION OR PROCEEDING
ARISING OUT OF OR RESULTING FROM ANY CONTROVERSY OR CLAIM
ARISING OUT OF OR RELATING TO, OR THE TRANSACTIONS CONTEMPLATED
BY, THIS AGREEMENT.

b. EACH PARTY ACKNOWLEDGES AND AGREES THAT ANY CONTROVERSY THAT
MAY ARISE UNDER THIS AGREEMENT IS LIKELY TO INVOLVE COMPLICATED
AND DIFFICULT ISSUES, AND THEREFORE IT HEREBY IRREVOCABLY AND
UNCONDITIONALLY WAIVES ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY
IN RESPECT OF ANY LITIGATION DIRECTLY OR INDIRECTLY ARISING OUT OF
OR RELATING TO, OR THE TRANSACTIONS CONTEMPLATED BY, THIS
AGREEMENT.

c. EACH PARTY CERTIFIES AND ACKNOWLEDGES THAT (i) NO REPRESENTATIVE
OF THE OTHER PARTY HAS REPRESENTED, EXPRESSLY OR OTHERWISE, THAT
SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF LITIGATION, SEEK TO
ENFORCE EITHER OF THE FOREGOING WAIVERS, (ii) IT UNDERSTANDS AND
HAS CONSIDERED THE IMPLICATIONS OF SUCH WAIVERS, (iii) IT MAKES SUCH
WAIVERS VOLUNTARILY, AND (iv) IT HAS BEEN INDUCED TO ENTER INTO
THIS AGREEMENT BY, AMONG OTHER THINGS, THE MUTUAL WAIVERS AND
CERTIFICATIONS IN THIS SECTION 11.15.

11.16 Confidentiality.

a. Each Party shall, and shall cause its Representatives to, treat in a confidential manner all
information that is not already or does not through any act of such Party or its
Representatives become publicly available that (i) it receives from the other Party concerning
such other Party or its Affiliates (other than the Project Companies) ("Party
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Confidential Information") and (ii) relating solely to the Purchased Assets, the Project
Companies or the Facility ("Project Confidential Information").
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b. Each Party shall not, and shall cause its Representatives not to, disclose Party Confidential
Information of the other Party or the Project Confidential Information to any Person other
than: (i) to its employees, attorneys or agents and then only to the extent such disclosure, in
the good faith determination of the disclosing Party, is necessary for the performance of the
duties or responsibilities of such Person in connection herewith; (ii) to existing and potential
lenders, investors and assignees, subject to customary confidentiality requirements; (iii) in
connection with any action, litigation or proceeding arising out of or in connection with this
Agreement or the other documents delivered hereunder or the enforcement hereof and thereof
(provided, however, that no Party Confidential Information of the other Party received by a
Party hereunder may be used or furnished in connection with any other contemplated
litigation, proceeding or any investigation conducted by a Governmental Authority, except as
permitted by Section 11.16(b)(iv); or (iv) as may be required by applicable Law, in which
case the disclosing Party, to the extent practicable, shall notify promptly the other Party of
such disclosure.

c. Notwithstanding Sections 11.16(a) and 11.16(b), after the Closing, (i) Buyer shall have no
obligations with respect to Project Confidential Information; provided, however, that Buyer
acknowledges that its confidentiality obligations in respect of Party Confidential Information
concerning Seller and its Affiliates (other than the Project Companies) shall continue for
three years after the Closing Date, and (ii) Seller's confidentiality obligations under this
Section 11.16 with respect to Project Confidential Information and Party Confidential
Information concerning Buyer and its Affiliates shall continue for three years after the
Closing Date.

[the remainder of this page intentionally left blank]
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IN WITNESS WHEREOF, the Parties, intending to be legally bound, have caused this
Membership Interests Purchase Agreement to be executed by their duly authorized
representatives as of the date first written above.

CET TWO, LLC
By: Wisvest Corporation, its Sole Member

By: /s/ William N. Beres
Name: William N. Beres
Title: Chief Financial Officer

TENASKA POWER FUND, L.P.
By: Tenaska PF G, LLC, its General Partner
By: Tenaska PF, Inc., its Manager

By: /s/ Paul G. Smith
Name: Paul G. Smith
Title: President

49

Copyright © 2012 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

http://www.secdatabase.com


Index of Disclosure Schedules and Exhibits*

SCHEDULE 1.1 EXCLUDED ITEMS
SCHEDULE 3.3 CONSENTS
SCHEDULE 4.2 PROJECT PERMITS
SCHEDULE 4.4 TAXES
SCHEDULE 4.9 LITIGATION
SCHEDULE 4.11(A) TITLE COMMITMENT AND REAL PROPERTY LIENS
SCHEDULE 4.11(B) OTHER LIENS
SCHEDULE 4.11(C) SURVEY REVISIONS
SCHEDULE 4.12 CONTRACTS
SCHEDULE 4.13(A) INSURANCE (Currently Effective)
SCHEDULE 4.13(b) INSURANCE (Proposed Renewals as of

April 1, 2005)
SCHEDULE 4.14 ENVIRONMENTAL MATTERS
SCHEDULE 4.15 ACCOUNTS
SCHEDULE 4.16 WORKING CAPITAL
SCHEDULE 4.17 FIXED ASSETS
SCHEDULE 4.18 REGULATORY STATUS
SCHEDULE 4.19 UNDISCLOSED LIABILITIES
SCHEDULE 6.5 OPERATORS AND QUALIFIED OFFERS
SCHEDULE 6.9 REPLACEMENT SECURITY
SCHEDULE 6.11 ENVIRONMENTAL INSURANCE INDICATIONS

EXHIBIT A Form of Assignment
EXHIBIT B Form of Closing Notice
EXHIBIT C Form of Seller Officer Certificate
EXHIBIT D Form of Seller Secretary Certificate
EXHIBIT E Form of Project Company Secretary Certificate
EXHIBIT F Certificate of Non-Foreign Status
EXHIBIT G Form of Buyer Officer Certificate
EXHIBIT H Form of Buyer Secretary Certificate
EXHIBIT I Form of Termination and Release Agreement
EXHIBIT J Form of WEC Guaranty

*Disclosure Schedules and Exhibits to the Purchase Agreement are not being filed herewith. The Registrant undertakes to
furnish supplementally a copy of any omitted schedule or exhibit to the Commission upon request.
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