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PROSPECTUS

$308, 500, 000
[ LOGO Appears Here]

AES | RONVOOD, L.L.C.
O fer to Exchange All Qutstanding
8.857% Seni or Secured Bonds due 2025
For 8.857% Seni or Secured Exchange Bonds due 2025

THE NEW BONDS:
0 Interest Paynents: Interest on the bonds will be payable every three
mont hs, on February 28, May 31, August 31 and Novenber 30 of each year,
begi nni ng August 31, 1999.

o Security: The new bonds will rank equally with all of our other senior
debt secured by a lien on and security interest in shared collateral,
whi ch consists of substantially all of our assets. |In addition, the
indenture accounts, the debt service reserve account and the debt
service reserve letter of credit, other than to the extent the
provider's right to specific proceeds under the debt service reserve
letter of credit, are separate collateral solely for the benefit of the
hol ders of the new bonds.

o Ranking: The new bonds rank equally in right of paynment with all other
present and future senior debt and senior in right of paynent to all
subor di nated debt.

o Listing: The new bonds will not be listed on any securities exchange or
NASDAQ.

THE EXCHANGE OFFER:
o Expiration: 5:00 p.m New York City time on May 12, 2000, unless
ot herw se extended.

o Tendered Bonds: All old bonds that are validly tendered and not validly
wi thdrawn at the expiration of the exchange offer will be exchanged for
an equal principal amunt of new bonds that are registered under the
Securities Act of 1933.

o Tax Consequences: The exchange of old bonds for new bonds will not be a
taxabl e event for U S. federal income tax purposes.

o We are not making this exchange offer in any state or jurisdiction
where it is not permitted.
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YOU SHOULD CAREFULLY CONSI DER THE " RI SK FACTORS" BEG NNI NG ON PAGE 17 OF THI S
PROSPECTUS BEFORE PARTI ClI PATI NG | N THE EXCHANGE OFFER OR | NVESTING I N THE NEW
BONDS | SSUED | N THE EXCHANGE OFFER.

Nei ther the Securities and Exchange Conmi ssion nor any state securities

conmmi ssi on has approved or disapproved these securities or determined if this
prospectus is truthful or conplete. Any representation to the contrary is a
crimnal offense.

The date of this prospectus is March 31, 2000.
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This prospectus is part of a registration statement we filed with the
Securities and Exchange Conmi ssion. You should rely only on the information or
representations provided in this prospectus. We have not authorized any person
to provide information other than that provided in this prospectus. We are not
maki ng an of fer of these securities in any jurisdiction where the offer is not
permtted. You should not assume that the information in this prospectus is
accurate as of any date other than the date on the front page of this
prospectus.

Each broker-deal er that receives new bonds for its own account under the
exchange offer nust acknow edge that it will deliver a prospectus in connection
with any resale of the new bonds. The letter of transmttal states that by so
acknow edgi ng and by delivering a prospectus, a broker-dealer will not be deened
to adnmit that it is an "underwiter” within the nmeaning of the Securities Act.
This prospectus, as it nmay be amended or supplenented fromtine to tinme, may be
used by a broker-dealer in connection with resales of new bonds received in
exchange for old bonds where the old bonds were acquired by the broker-dealer as
a result of market-making activities or other trading activities. W have agreed
that, starting on the expiration date of the exchange offer and ending on the
close of business 270 days after the expiration date, we will make this
prospectus avail able to any broker-dealer for use in connection with any resale.
See "PLAN OF DI STRI BUTI ON. "

UK SELLI NG RESTRI CTI ONS

The new bonds may not be offered or sold in or into the United Kingdom
except to persons whose ordinary activities involve acquiring, holding, nanaging
or disposing of investments, as principal or agent, for the purposes of their
businesses, or in other circunstances that do not constitute an offer to the
public in the United Kingdom for the purposes of the Public Offers of Securities
Regul ations 1995 or the Financial Services Act 1986, and this prospectus may
only be issued or passed on to persons in the United Kingdomif the persons are
of a kind described in article 11(3) of the Financial Services Act 1986
(I'nvestnent Advertisenents) (Exenptions) Order 1996 or if the persons are
persons to whomthis prospectus may otherwise |lawfully be issued or passed on.

<PAGE>

PROSPECTUS SUMVARY

This sunmary highlights selected information fromthis prospectus but does
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not contain all of the information that is inportant to you. To understand all
of the terns of the exchange offer and to attain a nore conplete understanding
of our business and financial situation, you should read carefully this entire
prospectus. For an explanation of specific technical terns used in this
prospectus, please read "ANNEX A: GLOSSARY OF TECHNI CAL TERMS."

SUMVARY OF THE TERMS OF THE NEW BONDS

The exchange offer relates to the exchange of up to $308, 500, 000 pri nci pal
anount of new bonds for an equal principal ambunt of old bonds. The form and
terms of the new bonds are substantially identical to the formand terns of the
ol d bonds, except the new bonds will be registered under the Securities Act.
Therefore, the new bonds will not bear |egends restricting their transfer. The
new bonds will evidence the same debt as the old bonds, which they replace, and
both the old bonds and the new bonds are governed by the same indenture.

| ssuer: AES Ironwood, L.L.C

Securities Offered: $308, 500, 000 aggregate principal anpunt of
8.857% Exchange Senior Secured Bonds due 2025.

Interest: We will pay interest on the bonds every three nonths, on
each February 28, May 31, August 31 and Novenber 30,
beginning on the first payment date after the |ast date
to which interest has been paid.

Final Maturity Date: Novenber 30, 2025.

Princi pal Repaynent: We will pay principal on the new bonds in
installments quarterly on each February 28, May 31,
August 31 and Novenber 30, commencing February 28, 2002
to the registered owners on the i medi ately preced| ng
record date as described under "DESCRI PTION OF THE NI
BONDS- - Paynment of Interest and Principal.

Rat i ngs: The new bonds are expected to be rated "BBB-" from
Standard & Poor's Rating Goup and "Baa3" from Mody's
Investors Services, Inc., the same ratings borne by the
ol d bonds. See "DESCRI PTION OF THE NEW BONDS- - Rati ngs. "

Summary of

Coverage Rati os: You will find projected coverage ratios with respect to
the bonds in the projections included in the independent
engi neer's report, which we have attached as Annex B,
and these ratios are subject to the qualifications,
limtations and exclusions described in the independent
engineer's report. The followi ng ratios reflect the base
case assunptions described in the independent engineer's
report.

Post - Power

During Power Purchase

Full Term Purchase Agr eement
of the Bonds Agreenent Term  Period

Mnimum............ 1.45 1.45 5.77

Average............. 2.30 1. 46 5.81
I nterest Coverage

M ni mum

Aver age

1.58 1.58 18. 45
11.13 2.59 47.03

As described in the independent engineer's report, these
projections are subject to risks, uncertainties and
other factors which could cause actual results to differ
materially fromthose stated. W cannot assure that
these projected coverage ratios will be achieved. See
“"ANNEX B: | NDEPENDENT ENGI NEER S REPORT" and "Rl SK
FACTORS. "

Optional Redenption: We may redeem any of the new bonds, in whole or in part,
at any tinme at a redenption price equal to:

o 100% of the principal amount; plus

o accrued interest; plus
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o a make-whol e prem um cal cul ated using a discount
rate equal to the interest rate on conparable U S.
Treasury securities plus 50 basis points.

Mandat ory

Redenpt i on: We nmust redeem all of the new bonds, in whole or in
part, at a redenption price equal to 100% of the
princi pal amount plus accrued interest if:

o we receive casualty proceeds, eminent domain
proceeds or specific performance |iquidated
danages from Si enens Westinghouse under the
construction agreement; and

o in each case, specified additional conditions are



Resal e of the New
Bonds:

Equity Contributions:
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satisfied.

We nust redeem all of the new bonds, in whole or in
part, at a redenption price equal to 100% of the

princi pal amount plus accrued interest if we receive
proceeds under the guaranty provided by The WIlians
Conpani es, Inc. because we term nated the power purchase
agreement as a result of an event of default by WIlians
Energy. See "DESCRI PTI ON OF THE NEW BONDS- - Mandat ory
Redenption. "

We believe that beneficial interests in the new bonds
may be offered for resale, resold and otherw se
transferred by nost owners of the new bonds without
further conpliance with the registration and prospectus
delivery requirenents of the Securities Act so |ong as:

o you are acquiring the new bonds in the ordinary
course of your business;

o you are not participating, and have no arrangenent
or understanding with any person to participate,
in the distribution of the new bonds; and

o you are not an insider or a related party of ours.

This belief is based upon existing interpretations of
the staff of the SEC s Division of Corporation Finance
described in several no-action letters issued to third
parties unrelated to us and subject to inportant
restrictions described in "THE EXCHANGE OFFER- - Pur pose
and Effect of the Exchange Offer." W do not intend to
seek our own no-action letter. If our belief is wong
and you transfer a new bond wi thout delivering a
prospectus neeting the requirements of the Securities
Act or without an exenption fromthe requirements, you
may incur liability under the Securities Act. W do not
and will not assune or indemify you against this
liability. There can be no assurance that the staff of
the SEC's Division of Corporation Finance would nake a
simlar determnation about the new bonds as it has in
no-action letters about exchanges of the securities of
ot her conpani es.

Only broker-dealers that acquired the old bonds as a
result of market-making or other trading activities may
participate in the exchange offer. Each broker-deal er
that receives new bonds for its own account in the
exchange offer nust acknow edge that it will deliver a
prospectus in connection with any resale of those new
bonds. This prospectus, as it may be amended or

suppl emented fromtime to tinme, may be used by a

br oker-deal er in connection with those resales.

Broker -deal ers that acquired old bonds directly from us
may not rely on the interpretations of the SEC referred
to above. Accordingly, in order to sell their bonds,
broker -deal ers that acquired old bonds directly from us
nust conply with the registration and prospectus
delivery requirenents, including being named as a
selling security holder in any resale prospectus.

O d bonds that are not tendered for exchange will
continue to be subject to existing transfer restrictions
and will not have registration rights. Therefore, the
mar ket for secondary resales of any old bonds that are
not tendered for exchange is likely to be mnimal.

We have entered into an equity subscription agreenment

with AES Ironwood, Inc. under which AES Ironwood, Inc.
agreed to contribute up to $50,149,285 in equity to us
to fund project costs. AES Ironwood, Inc.'s obligation
under the equity subscription agreenent wll be

supported by an acceptable letter of credit or an
accept abl e bond. AES Ironwood, Inc. wll fund anmounts
avai | abl e under the equity subscription agreenent when
all funds in the construction account have been used or
during the continuation of an event of default under the
i ndenture, whichever occurs first. We have the option of
treating a portion or all of the equity contribution as
affiliate subordinated debt. Subject to the conditions
described in the equity subscription agreement and the
col |l ateral agency agreenent, including achievenent of
final conpletion of our facility, funding of all
required amounts and deposits under the collateral
agency agreement and absence of any default, any equity
whi ch remains committed under the equity subscription
agreement but unfunded after the comercial operation
date may be cancel ed. The commercial operation date is
the date initial startup testing at our facility has
been successfully conpleted and all necessary approvals,
permits, and authorizations have been obtained to allow
us to begin selling energy and capacity.



Ranki ng:

Col l ateral :

Limted Recourse:

Debt Service
Reserve Account:
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Change in Control:

O her Principal
Covenant s:

Ot her than the bonds, which have an aggregate principal
bal ance of $308.5 nillion, we do not have any
outstandi ng | ong-term debt. The new bonds will:

o rank equally in right of paynment with all future
seni or secured debt; and

o rank senior in right of paynment to all subordinated
debt .

Any debt incurred under the debt service reserve
letter of credit or the construction period |etter of
credit will rank equally in right of payment with the
new bonds. There are currently no draw ngs

outstandi ng under those letters of credit.

The new bonds will rank equally with all of our other
senior debt by a lien on and security interest in the
col lateral .

o The indenture accounts, the debt service reserve
account and the debt service reserve letter of
credit, other than to the extent of the letter of
credit provider's right to specific proceeds, will
constitute separate collateral solely for the
benefit of the holders of the bonds.

o The collateral for the benefit of holders of

seni or debt, including holders of the new bonds,

will include:

o al |l of our revenues;

o the project accounts, other than the debt
service reserve account;

o all of our real and personal property;

o proceeds of insurance, condemation and
i qui dat ed damages paynents, if any;

o all project contracts;

o all ownership interests in our conpany; and

o the equity contribution and all rights under

the equity subscription agreement.

Al'l obligations in connection with the new bonds will be
solely our obligations. The bondhol ders will have no
clai m agai nst or recourse to the hol ders of our
ownership interests or any of our affiliates or any of
their incorporators, stockholders, directors, officers
or enployees for the repayment of the new bonds, except
to the extent of their obligations under the transaction
docunments, including the equity contribution and the

pl edge of AES Ironwood, Inc.'s ownership interests in
our conpany.

We will be required to fund or provide for the funding
of a debt service reserve account on the comercial
operation date, the guaranteed conpletion date or
December 31, 2002, whichever occurs first, in an anpunt
sufficient to pay principal and interest due on the
bonds on the next two payment dates plus, if we provide
a letter of credit in lieu of funding the debt service
reserve account, six nonths of interest on the nmaxi num
anount of the letter of credit. We anticipate satisfying
this requirenent by providing a letter of credit issued
by Dresdner Bank AG, New York Branch or another
financial institution rated at |east "A" by Standard &
Poor's and "A2" by Mody's.

Whil e the new bonds are outstanding, the indenture
requires The AES Corporation to maintain directly or
indirectly at |east 51% of both of the voting and
economi c interests in our conpany. |f The AES
Corporation desires to reduce its voting or econom c
interest in AES Ironwood, L.L.C. below 51% either we
nust receive confirmation of the initial ratings of the
bonds or the holders of at |least two-thirds in aggregate
princi pal amount of the bonds nust approve the change in
owner shi p.

The indenture contains linmtations on, anong other
actions:

o incurring additional indebtedness;
o granting |iens on our property;
o distributing equity and payi ng subordi nated



i ndebt edness issued by our affiliates;

o entering into transactions with our affiliates;

o anendi ng, terminating or assigning of project
contracts; and

o fundanental changes or disposition of assets.

See "SUMVARY OF PRI NCI PAL FI NANCI NG
DOCUMENTS- - | ndent ur e- - Negat i ve Covenants."

Form Denoni nation and

Regi stration of Bonds: New bonds will be issued in fully registered form
wi t hout coupons in denomi nations of U.S. $100,000 and any
integral nultiple of US$1,000 in excess thereof and will
be represented by one or nore global bonds, each
registered in the nanme of a nominee of DTC. Beneficial
interests in the global bonds will be shown on, and
transfers of the beneficial interests will be effected
only through, the book-entry records maintained by DTC
and its direct and indirect participants, including the
Eurocl ear Systens and Cedel Bank.

Governing Law The new bonds, the indenture and the other principal
financi ng docunents, other than the nortgage, are
governed by the laws of the State of New York. The
nortgage is governed by the |laws of the Commonweal th of
Pennsyl vani a.

Intercreditor

Arrangenents: The col | ateral agency agreenent requires the vote of
senior creditors holding at |east one-third of our debt
to direct specified actions of the collateral agent. The
col l ateral agent, who is appointed by the senior
creditors to act on their behalf, may be directed to
exercise its rights to seek i medi ate repayment of the
bonds or its other rights under the collateral agency
agreenment fol | ow ng:

o an event of default under the debt service reserve
letter of credit and rei nbursenent agreenment under
which the letter of credit provider will provide
to us the letter of credit to fund the debt
service reserve account;

o an event of default under the construction period
letter of credit and reinbursenent agreenent,
under which the letter of credit provider has
provided to us the letter of credit if the
commerci al operation date is not achieved;

o an event of default under the indenture; or

o a bankruptcy event with respect to us. The bonds
will represent approximately 95% without giving
effect to any construction period letter of
credit, of the conbined credit exposure, and, in
respect of matters voted on by the senior
creditors, the trustee under the indenture wll
vote all bonds according to the votes of a
majority of bondhol ders voting. See "SUMMARY OF
PRI NCI PAL FI NANCI NG DOCUMENTS- - Col | at eral Agency
Agreenent . "

4
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Accounts and

Fl ows of Funds: Fol l owi ng the commerci al operation date, project
revenues will be deposited in accounts established under
the financing docunents and held by the trustee and the
collateral agent. In nost circunstances, operating
revenues will be applied in the follow ng order:

o operating and mai ntenance costs, including any
wor ki ng capital |oans;
o fees, costs and expenses of the trustee,

coll ateral agent, debt service reserve letter of
credit provider and any construction period letter
of credit provider;

o interest payments on the bonds, debt service
reserve letter of credit |oans and any
construction period letter of credit |oans;

o principal payments on the bonds and any
construction period letter of credit |oans;
o repl eni shnent of the debt service reserve account

and principal payments on debt service reserve
letter of credit |oans;

o required deposits in the mgjor nmintenance reserve
account;

o non-di spatch paynents to WI|ians Energy;

o fuel conversion volune rebate paynents to WIllians
Ener gy;

o subordi nat ed bonuses to Siemens Westinghouse, if
any;

repayment of third-party subordinated debt; and
subject to the restricted paynents test, permtted
distributions to persons hol di ng ownership
interests in our conpany.

oo



| ndependent Engi neer:
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Under circumstances involving a termnination or
non-renewal of the debt service reserve letter of credit
or specified delays in repaynment of the principal anount
of debt service reserve letter of credit |oans,

princi pal repaynents of draw ngs on the debt service
reserve letter of credit will be made at the sane
priority as principal on the new bonds. Under certain
circumstances, if no default or event of default under
the indenture is continuing, we may fromtime to time

wi t hdraw funds then deposited in specified accounts
established under the financing docunents so |long as we
provide to the collateral agent acceptable credit
support to ensure repaynent of the w thdrawn funds. See
" SUMVARY OF PRI NCI PAL FI NANCI NG DOCUMENTS- - Col | at er al
Agency Agreenent--Paynments During Operating Period" and
"--Advances."

Stone & Webster Managenent Consultants, Inc., as the

i ndependent engineer, is responsible for confirmng the
reasonabl eness of specific statements and projections
made in specified certificates required to be provided,
including with respect to:

o satisfaction of specific requirenments under the
construction agreenent;

o the cost of and occurrence of the conpletion of
rebuil ding, repairing or restoring our facility
followi ng an event of |oss or event of em nent
domai n;

o under specified circumstances, the cal cul ation of
debt service coverage ratios and the consistency
of assunptions nade in connection therewith;

o whet her any termination, anendnment or nodification
of any project contract would reasonably be
expected to have a material adverse effect; and

o specified tests required for the issuance of
addi tional debt.

SUMVARY OF THE EXCHANGE OFFER

We sunmarize the terns of the exchange offer below. You should read the
di scussi on under the headi ng "THE EXCHANGE OFFER"' begi nning on page 26 for
further information regarding the exchange offer and resale of the new bonds.

The Exchange Offer:

Regi stration Rights
Agreenent :

Consequences of Failure
to Exchange Your
O d Bonds:

We are offering to exchange up to $308, 500,000 aggregate
princi pal amount of new bonds, which have been

regi stered under the Securities Act, for up to

$308, 500, 000 aggregate principal ampunt of old bonds,
whi ch we issued on June 25, 1999 in a private offering.
In order for your old bonds to be exchanged, you nust
properly tender themprior to the expiration of the
exchange offer. All old bonds that are validly tendered
and not validly withdrawn will be exchanged. We will

i ssue new bonds on or pronptly after the expiration of
the exchange offer. O d bonds may be exchanged for new
bonds only in integral nultiples of $1,000.

We sold the old bonds on June 25, 1999 to the initial
purchasers of the old bonds. Sinultaneously with that
sale we signed a registration rights agreement with the
initial purchasers which requires us to conduct this

exchange offer.

You have the right pursuant to the registration rights
agreement to exchange your old bonds for new bonds with
substantially identical terms. This exchange offer is
intended to satisfy this right. After the exchange offer
is conplete, you will no |onger be entitled to any
exchange or registration rights with respect to old
bonds you do not tender for exchange.

If you do not exchange your old bonds for new bonds
pursuant to the exchange offer, you will continue to be
subject to the restrictions on transfer provided in the
ol d bonds and the indenture. In general, the old bonds
may not be offered or sold unless registered under the
Securities Act, except pursuant to an exenption from or
in a transaction not subject to, the Securities Act and
applicable state securities |aws. We do not currently
plan to register the old bonds under the Securities Act.
To the extent that old bonds are tendered and accepted



Expiration Date:

W t hdrawal of Tenders:

Conditions to
the Exchange Offer:
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Procedures for
Tendering O d
Bonds and
Represent ations:

in the exchange offer, the trading nmarket for untendered
ol d bonds and tendered but unaccepted ol d bonds will be
adversely affected.

The exchange offer will expire at 5:00 p.m, New York
City time, on May 12, 2000, or a later date and time to
which we may extend it, in which case the term
"expiration date" will nean the |atest date and time to
whi ch the exchange offer is extended. Notwi thstanding
the preceding sentence, we will not extend the
expiration date beyond Septenmber 30, 2000.

You may withdraw your tender of old bonds at any tine
prior to the expiration date by delivering witten
notice of your withdrawal to the exchange agent in
accordance with the w thdrawal procedures described in
this prospectus. We will return to you, w thout charge,
pronptly after the expiration or term nation of the
exchange offer any old bonds that you tendered but that
were not accepted for exchange. The new bonds will be

i ssued on or pronptly after the expiration date.

We will not be required to accept old bonds for exchange
if the exchange offer would violate applicable |aw or
any | egal action has been instituted or threatened that
woul d inpair our ability to proceed with the exchange

of fer. The exchange offer is not conditioned upon any

m ni mum aggregate principal anount of old bonds being
tendered. W reserve the right to terminate the exchange
offer if certain specified conditions have not been
satisfied and to waive any condition or otherw se anend
the terms of the exchange offer in any respect. Please
read the section "THE EXCHANGE OFFER--Conditions to the
Exchange Offer" on page 29 for nore information
regarding the conditions to the exchange offer.

If your old bonds are held through The Depository Trust
Conpany and you wi sh to participate in the exchange
offer, you may do so through one of the follow ng

met hods:

o Delivery of a Letter of Transmittal. You nust
conplete and sign a letter of transmttal in
accordance with the instructions contained in the
letter of transmittal and forward the letter of
transmittal by mail, facsinmile transm ssion or
hand delivery, together with any other required
docunments, to the exchange agent, either with the
old bonds to be tendered or in conpliance with the
speci fied procedures for guaranteed delivery of
the ol d bonds; or

o Aut omat ed Tender Offer Program of The Depository
Trust Conpany. |f you tender under this program
you will agree to be bound by the letter of
transmittal that we are providing with this
prospectus as though you had signed the letter of
transmittal.

Under both methods, by signing or agreeing to be bound
by the letter of transmittal, you will represent to us
that, anong other things:

o any new bonds that you receive are being acquired
in the ordinary course of your business;

o you have no arrangenent or understanding with any
person or entity to participate in any
di stribution of the new bonds;

o you are not engaged in and do not intend to engage
in any distribution of the new bonds;

o if you are a broker-dealer that will receive new
bonds for your own account in exchange for old
bonds, you acquired those bonds as a result of



Speci al Procedures for
Beneficial Owners:

Consequences of Not
Conplying with
Exchange Of fer
Procedures:
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Guar ant eed Delivery
Procedures:

U.S. Federal |ncome
Tax Consideration:

Use of Proceeds:

mar ket - maki ng activities or other trading
activities and you will deliver a prospectus, as
required by law, in connection with any resal e of
the new bonds; and

o you are not our "affiliate," as defined in Rule
405 of the Securities Act.

Pl ease do not send your letter of transmittal or
certificates representing your old bonds to us. Those
docunments should only be sent to the exchange agent.
Questions regarding how to tender and requests for
information should be directed to the exchange agent.

If you own a beneficial interest in old bonds that are
registered in the name of a broker, dealer, commercial
bank, trust conpany or other nominee, and you wi sh to
tender the old bonds in the exchange offer, you shoul d
contact the registered holder pronptly and instruct the
regi stered holder to tender on your behal f.

You are responsible for conplying with all exchange

of fer procedures. You will only receive new bonds in
exchange for your old bonds if, prior to the expiration
date, you deliver to the exchange agent (1) the letter
of transmittal, properly conpleted and duly executed,
(2) any other docunents or signature guarantees required
by the letter of transmittal certificates for the old
bonds or a book-entry confirmation of a book-entry
transfer of the old and (3) bonds into the exchange
agent's account at DTC.

Any ol d bonds you hold and do not tender, or which you
tender but which are not accepted for exchange, will
remai n outstanding. You will not have any appraisal or
di ssenters' rights in connection with the exchange

of fer.

You should allow sufficient time to ensure that the
exchange agent receives all required documents before
the expiration of the exchange offer. Neither we nor the
exchange agent has any duty to informyou of defects or
irregularities with respect to your tender of old bonds
for exchange.

If you wish to tender your old bonds and cannot conply,
prior to the expiration date, with the applicable
procedures for tendering ol d bonds described above and
under "THE EXCHANGE OFFER- - Procedures for Tendering",
you nust tender your old bonds according to the
guar ant eed delivery procedures described in "THE
EXCHANGE OFFER- - Guar anteed Delivery Procedures”

begi nni ng on page 31.

The exchange of ol d bonds for new bonds in the exchange
offer will not be a taxable event for U S. federal
income tax purposes. Please read "UN TED STATES FEDERAL
| NCOME TAX CONSI DERATI ONS" on page 107.

We will not receive any cash proceeds fromthe issuance
of new bonds. We intend to use the net proceeds fromthe
sal e of the old bonds, together with an approxi mately
$50 million equity contribution, to:

o fund the engineering, procurement, construction,
testing and conmi ssioning of our facility;

o pay legal, accounting and other related fees and
expenses in connection with the financing and
devel opment of our project; and

o pay project costs, including interest on the
bonds



The Exchange Agent

We have appoi nted The Bank of New York as exchange agent for the exchange
offer. You should direct questions and requests for assistance, requests for
addi tional copies of this prospectus or of the letter of transmittal and
requests for the notice of guaranteed delivery to the exchange agent addressed
as follows: The Bank of New York, 101 Barclay Street, 7E, New York, New York
10286; (212) 815-5988. Eligible institutions may make requests by facsinmle at
(212) 815-6339.
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AES Ironwood, L.L.C

AES Ironwood, L.L.C was formed to devel op, construct, own, operate and
maintain a gas-fired electric generating power plant in Lebanon County,
Pennsyl vania. We are in the devel opnental stage and currently have no operating
revenues. All of the equity interests in our conpany are owned by AES |ronwood,
Inc., a wholly-owned subsidiary of The AES Corporation. The AES Corporation wll
provide funds to AES Ironwood, Inc. so that AES Ironwood, Inc. can make an
equity contribution to us to fund project costs. AES Ironwood, Inc. currently
has no operations outside of its activities in connection with our project and
does not anticipate undertaking any operations not associated with our project.
AES | ronwood, Inc. has no assets other than its nenbership interests in us and
AES Prescott, L.L.C., which will provide devel opnent, construction nmanagenent
and operations and mai ntenance services to us. AES Prescott has no operations
outside of its activities in connection with our project. The AES Corporation
wi || supply AES Prescott with personnel and services necessary to carry out its
obligations to us. The AES Corporation is a public conpany and is subject to the
informational requirenents of the Securities Exchange Act of 1934 and, in
accordance therewith, files reports, proxy statements and other information,
including financial reports, with the SEC. See "WHERE YOU CAN FI ND MORE
| NFORMATI ON. "

The fol |l owi ng organi zational chart illustrates the relationship among our
conpany, AES Ironwood, Inc., AES Prescott and The AES Corporation:

The AES Cor poration
|
|
|

AES | ronwood, Inc.

| |
AES | ronwood, L.L.C AES Prescott, L.L.C

Qur Facility

Qur facility, which is still under construction, consists of a 705
negawatt (net) gas-fired conmbined cycle electric generating facility with
oil-firing capability. We expect our facility to beconme operational by
approxi mately June 30, 2001. We will not receive any revenues fromthe power
purchase agreenent or otherw se before our facility becones operational, at
which time we will begin to receive revenues under the power purchase agreenent.
We will sell all of our facility's capacity, and provide fuel conversion and
ancillary services, to Wllians Energy under a |ong-term power purchase
agreement. After the expiration of the 20-year term of the power purchase
agreement, we will enter into other power purchase agreements or operate our
facility as a merchant plant (i.e., an electric generation facility with no
dedi cated | ong-term power purchase agreenment).

Qur facility will be located in South Lebanon Township, Lebanon County,
Pennsyl vani a on property owned by us. Qur facility will be designed, engineered,
procured and constructed for us by Siemens Westinghouse Power
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Corporation under a fixed-price construction agreenment. Anong other conponents,
our facility will use two Siemens Westinghouse nodel 501G conbustion turbines
wi th hydrogen-cool ed generators, two unfired heat recovery steam generators and
one nulticylinder steamturbine with a hydrogen-cool ed generator. Sienmens
Westinghouse will provide us with specific conbustion turbine naintenance



services and spare parts for an initial termof between eight and 10 years,
depending on the tim ng of schedul ed outages, under a nmmintenance services
agreement. Under the power purchase agreement, W/l lians Energy or its affiliates
wi || supply fuel necessary to allow us to provide capacity, fuel conversion and
ancillary services to Wlliams Energy. AES Prescott, the operator, will provide
devel opnent, construction managenment and operations and mai ntenance services for
our facility under an operations agreenent. We will provide installation,
operation and mai ntenance of facilities necessary to interconnect our facility
to the transm ssion system of Metropolitan Edi son Conpany, under an

i nterconnecti on agreenent.

AES Ironwood, L.L.C. is a Delaware linmited liability conpany with
princi pal executive offices |located at 305 Prescott Road, Lebanon,
Pennsyl vania 17042. CQur tel ephone nunber is (717) 228-1328.
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SUMVARY OF RI SK FACTORS

You should read the "Risk Factors" section of this prospectus as well as
the other cautionary statenents contained in this prospectus before tendering
your old bonds for new bonds or naking an investnent in the new bonds. The
following is a summary of the risks that are discussed in detail in this
prospect us:

Qur cash flow and our ability to service the bonds will be adversely inpacted
if:

o the commercial operations of our facility are significantly del ayed or
are otherw se unable to general sufficient cash flow

o the financial condition of parties that we depend on deteriorates and
cannot be replaced or they breach their obligations to us;

o we encounter significant construction delays and any |iquidated
damages, contingency funds, or insurance proceeds available to us are
likel'y to be insufficient to cover our financial needs;

o the insurance we have obtained is inadequate in the event of a total
loss or taking of our facility;

0 unexpected events increase our expenses or reduce our projected
revenues once we are operational;

o conpliance with environmental and other regulatory matters cause
significant del ays or expenses; and

o we incur additional indebtedness as pernmitted under the indenture or
make drawi ngs under letters of credit.

In the event of a default, you may have linmited or no recourse because:

o we are the sole legally responsible party in the event that the
proceeds fromthe bonds, the equity contribution and the |iquidation of
the collateral are exhausted; and

o the collateral agency agreenent contains provisions that may limt the
renedi es that could be exercised in respect of the events of default,
ot her than a bankruptcy event of default, unless and until the required
senior parties have directed the collateral agent to do so.

The success of our project and future operations may be inpaired because:

o the conbustion turbine to be used in our facility has no significant
operating experience, and we may incur problens relating to start-up,
conmi ssi oni ng and performance; and



is expected to become a nmerchant facility and we don't know if we wi
be able to find adequate purchasers or otherw se conpete effectively
the nerchant market.

o following the expiration of the power purchase agreenent, our facility
I
i

in

Undue reliance should not be placed on projections and forward-1|ooking
statements because:

o projections and their underlying assunptions are subject to significant
uncertainties and actual results often differ, perhaps materially, from
those projected; and

o forward-looking statenents are based on current expectations and our
know edge of facts as of the date of this prospectus and are subject to
various risks and uncertainties that are outside of our control.
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SUMVARY OF | NDEPENDENT ENGI NEER' S REPORT

Stone & Webster, with the assistance of Stone & Webster Engineering
Corporation, has prepared the independent engineer's report concerning specific
technical, environnental and economic aspects of our facility. W have attached
the independent engineer's report as Annex B to this prospectus. The independent
engi neer's report includes, anong other things, a conceptual design review of
our facility, a review of the significant project contracts and a review of
financial projections, including annual revenues, expenses and debt service
coverage for our facility during the period the bonds are scheduled to remain
outstanding. We retained Stone & Webster to prepare the independent engineer's
report because it is a |eading consulting engineering firmwhich devotes a
substantial portion of its resources to providing services related to the
technical, environnental and economi c aspects of power projects. Neither we, nor
any of our affiliates, is affiliated with Stone & Webster. We do not intend to
updat e the economic projections in the independent engineer's report from June
18, 1999, the date it was prepared.

For purposes of reviewi ng the projected operating results, Stone & Webster
relied on specific assunptions regarding material contingencies and other
matters that are not within our control or that of Stone & Webster or any other
person. Each of these assunptions is described in the independent engineer's
report. These assunptions are inherently subject to significant uncertainties,
and actual results will differ, perhaps materially, fromthose projected. See
"RI SK FACTORS. "

Subj ect to the information contained, and the assunptions and
qualifications made, in Stone & Webster's report, Stone & Webster expressed the
fol l owi ng opi ni ons:

1. The facility design, as specified in the construction agreenent, is
in accordance with standard industry practice. Sienens Westinghouse possesses
the organization and personnel to execute its obligations under the construction
agreement and the mmintenance services agreenent, and is famliar with the
construction and naintenance of large electrical generation facilities. Qur
project construction schedul e proposed by Sienmens Westinghouse is achievable and
is consistent with the terms of the power purchase agreenent.

2. Stone & Webster views the 501G combustion turbine as an advancenent
in high-tenmperature advanced technol ogy conbustion turbines for Siemens
Westinghouse and is typical of the normal design evolution for manufacturers.
Many of the design concepts incorporated in the 501G are rooted firnmly in the
501 series and are conpl enented by inprovenents which have been tested in the
501F series or predicted by extensive nodeling or full scale testing. The first
501G unit is expected to begin comrercial operation later in 1999. The various
501G conponents and desi gns have been individually shop tested and conputer
anal yzed. Siemens Westinghouse's 501G is gaining commercial acceptance as
denonstrated by the fact that 17 of Sienens Westinghouse's 501Gs have been sold
to date in the United States.

3. The conbustion turbines for our project are schedul ed to becone the
third and fourth 501Gs in operation. As a result, our project will benefit from
approxi mately 25 nonths of facility start-up, extensive testing and operating
experience of the first installation of 501Gs (Ml ntosh Project) and
approxi mately nine nonths of operating experience fromthe second installation
of 501Gs (M Il enium Project). Because the 501G has no commercial operating
experience, the initial unit availability of the 501G may be |lower in the early
years of operation than is the case with conbustion turbine units currently in
operation that use mature technology. Lower initial unit availability has been
reflected in the base case and a sensitivity case has been included in the
projected operating results utilizing |ower availability than that described in
the base case.

4. A sustained period of commercial operation at full |oad conditions
followed by an inspection of the combustion turbine is necessary to predict with
any certainty the types of start-up and operational problens, if any, that the
501G may encounter. However, our project wll benefit fromthe st art-up testing
and inspection programs inplemented by Siemens Westinghouse at the MlIntosh and
M Il eniumunits. Sienens Westinghouse has also invested in, and has stated that
it will nmake available to our project, a conplete set of risk parts for the
entire conbustion turbine gas path. In addition, under the maintenance services
agreement, Siemens Westinghouse will provide conmbustion turbine spare parts to
our project. This full set of gas path risk parts to be made avail abl e by
Si enens Westinghouse and the maintenance services agreement |ong term spare
parts programwi ||l minimze the duration of any unschedul ed conmbustion
turbine-rel ated outages that require the replacenent of parts by having the nost
commonly replaced parts readily available. In addition, Sienens Westinghouse has



the resources and capabilities to resolve any problemthat nay arise with the
501Gs.
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5. The steam turbine and el ectrical generator designs are acceptable
and in accordance with standard industry practice.

6. I f designed and constructed in accordance with the construction
agreement and operated and maintained in accordance with the maintenance
services agreenment and the operations agreement, our facility should be capable
of neeting the net output contract requirements specified in our projected
operating results.

7. The |iqui dated danmages provisions of the construction agreenment are
reasonabl e. The one-year warranty period is acceptable based on the comercial
terms of the construction agreement in conjunction with the one-year warranty in
the mai ntenance services agreement. These two agreements, although independent,
are conpl enentary and afford our project a greater degree of protection than is
avail abl e from the construction agreenent alone. Under both agreenents, Sienens
Westinghouse is obligated to notify AES Ironwood, L.L.C. of any engineering or
design defects that may be manifested in any of Sienens Westinghouse's fleet of
501Gs. In addition, the risk of a conponent failure occurring after the one year
construction agreement warranty is nitigated because the projected operating
results indicate our project will have adequate revenues to insure the purchase
of conponents that can be reasonably assumed to require replacenment. Conponent
failures associated with casualty events are generally covered by insurance
policies. The performance testing plan, as specified in the construction
agreenment, is acceptable, customary and shoul d adequately denobnstrate our
project's performance.

8. W lianms Energy possesses the organization and personnel to execute
its obligations under the power purchase agreement and is familiar with the
provision of fuel to, and purchase of electricity from large electrical
generation facilities.

9. W lianms Energy has executed specific agreements with Texas Eastern
Transm ssion Corporation to provide natural gas delivery services to AES
Ironwood, L.L.C. These agreenents require Texas Eastern to construct, own and
operate an approxi mate three-nile pipeline fromits mainline to our facility.
Stone & Webster has not, however, independently verified the design of the
natural gas pipeline which will interconnect our facility to the interstate gas
pipeline that will serve our facility nor its proposed construction schedule.

10. Qur facility can feasibly be electrically integrated into the
Pennsyl vani a/ New Jer sey/ Maryl and (or "PJM') power pool market, and no known
transm ssion limtations will inhibit the feasible evacuation of our facility's

full net capacity both under summer and wi nter conditions.

11. Stone & Webster will independently verify the design of the make-up
wat er supply pipeline when it becones avail able. The proposed pipeline
construction schedul e appears reasonabl e and achi evabl e. Stone & Webster does
not know of any reason why the City of Lebanon Authority should be unable to
performits obligations under the effluent supply agreenent.

12. AES Prescott, as an affiliate of The AES Corporation and with the
assi stance of Sienens Westinghouse under the terns of the maintenance services
agreement, should be capable of operating and nmintaining our facility in
accordance with standard industry practices.

13. The technical requirements described in the project contracts are
conprehensi ve, reasonable and achievable as well as consistent within and
between the various docunents.

14. The Phase | environnental site assessments conducted by an
i ndependent environmental consultant which indicated no significant
environnmental issues were performed in accordance with standard industry
practice and their results appear reasonable.

15. A majority of our project's required permts have been acquired and
our project's permt acquisition plan for those pernits not yet required is
reasonabl e.

16. AES Ironwood, L.L.C. has received a determination that our facility
is an exenpt whol esal e generator under the applicable rules of the Federal
Energy Regul atory Conmi ssion.

17. Assuming our facility is constructed, operated and maintained in
accordance with the terns of the construction agreenent, the power purchase
agreenment, the operations agreenent and the maintenance services agreement, then
it is reasonable to assume that our facility will be able to operate in a manner
consistent with applicable pernmit linmts for a period at |east equal to the term
of the bonds.
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18. The construction agreement price is conpetitive relative to simlar
facilities and our project's proposed operating and mai ntenance expenses are
consistent with other conparable projects.

19. The technical assunptions utilized in the independent power
consultant's report by Hagler Bailly are reasonable.

20. Stone & Webster reviewed the technical and commercial assunptions
and the cal cul ati on methodol ogy of our project's financial pro forma nodel. The
technical assunptions assuned in the projected operating results are reasonabl e
and are consistent with the project contracts. The financial pro forma nodel
fairly presents, in Stone & Webster's judgnent, projected revenues and projected
expenses under the base case assunptions. Therefore, the projected operating
results are a reasonable forecast of AES Ironwood, L.L.C.'s financial results



under the base case assunptions.

21. The principal amount of the bonds, when conbined with the equity
contributions and interest earned during the construction period, should be
sufficient to pay the costs of constructing our project and interest on the
bonds through the end of the construction period.

22. The projected revenues fromthe sale of capacity are nore than
adequate to pay the annual operating and mai ntenance expenses, including
provi sions for mejor nmintenance, other operating expenses and debt service
based on Stone & Webster's studies and anal yses of our project and the
assunptions described in the independent engineer's report. The average and
m ni rum debt service coverage ratios for the full termof the bonds are 2.30x
and 1.45x, respectively. The average and mi ni num debt service coverage ratios
during the termof the power purchase agreenent are 1.46x and 1.45x,
respectively. The average and mi ni rum debt service coverage ratios during the
post - power purchase agreenment period for the debt are 5.81x and 5.77x,
respectively.

23. Assumi ng deficiencies of up to 6% for heat rate and 5% for capacity,
the average debt service coverage ratios, over the termof the bonds, after
payment of |iquidated damages due to a failure to achieve heat rate and capacity
guarantees, are projected to renmin approximtely the same as the debt service
coverage ratios in the base case.

The independent engineer's report should be read by all prospective
investors in its entirety. Stone & Webster is subject to the informational
requirenents of the Exchange Act, and in accordance therewith, files reports,
proxy statements and other information with SEC. See "WHERE YOU CAN FI ND MORE
| NFORMATI ON. "
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SUMVARY OF | NDEPENDENT POWER CONSULTANT' S REPORT

Hagl er Bailly Consulting, Inc. has prepared the independent power
consultant's report, which we have attached as Annex C to this prospectus. W
have retained Hagler Bailly to forecast our facility's use and future electric
energy prices because it is an independent consulting firm which provides
various energy-related consulting services, including services related to the
mar keting and fuel supply aspects of power projects. Neither we, nor any of our
affiliates, is affiliated with Hagler Bailly.

Hagl er Bailly's report includes, anong other things,

o a forecast of our facility's utilization during the period after the
end of the power purchase agreenent term and

o a forecast of electric energy prices during the power purchase
agreement termand el ectric energy and capacity prices during the
period after the end of the power purchase agreement term

Subj ect to the information contained, and the assunptions and ot her
limtations stated, in Hagler Bailly's report, including the qualifications
described in the forward of the report, Hagler Bailly has expressed the
fol l owi ng opi ni ons, anong ot hers:

1. Qur facility's dispatch position on the supply curve will be highly
conpetitive and well below the highest priced basel oad coal plant during the
period after the end of the power purchase agreement term and during the term
of the power purchase agreement, due to our facility's high efficiency, |ow
production costs and the influence of demand growth in conjunction with unit
retirenents.

2. Qur facility is expected to have an average capacity factor of 90.7%
during the period after the end of the power purchase agreenent term The
addition of new, nore efficient gas-fired power generation facilities in PIM
power pool market over time is not expected to affect our facility's dispatch.

3. Even using the price assunptions contained in the independent
engineer's report, our facility's average capacity factor renmins significantly
high at 89.6%during the period after the end of the power purchase agreenment
term

4. During the termof the power purchase agreenent, the econonmics of
our project are not sensitive to fuel prices because the costs of fuel are the
responsi bility of WIllianms Energy under the power purchase agreenent's fuel
tolling provisions.

Hagl er Bailly's report, including the qualifications described in the
forward of the report, should be read by all bondholders in its entirety. W do
not intend to update the facility utilization and energy price forecast, except
to the extent required under the indenture. See "SUMMARY OF PRI NCI PAL FI NANCI NG
DOCUMENTS- - | ndenture--Affirmative Covenants." Hagler Bailly is subject to the
informational requirenents of the Exchange Act, and in accordance therewith,
files reports, proxy statenents and other information with the SEC. See "WHERE
YOU CAN FI ND MORE | NFORMATI ON. "
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SUMVARY OF SI GNI FI CANT PROQIECT CONTRACTS

Power Purchase Agreenent and Rel ated Guaranty



Under the terns of the power purchase agreenent, we will, for a termof 20
years beginning on the commercial operation date of our facility, which is the
date initial startup testing at the facility has been successfully conpleted and
al | necessary approvals, pernits, and authorizations have been obtained, sell
all of our facility's net electrical output and provide fuel conversion and
ancillary services to Wlliams Energy. WIlians Energy is obligated to pay us
for our facility's net capacity, which paynents are expected to be adequate to
cover our debt service and our fixed operation and mai ntenance costs and, at the
sane time, provide us a return on equity. Net capacity is the maxi num amount of
electricity generated by our facility mnus the electricity used at our
facility. Wliliams Energy will be obligated to pay us whether or not it requires
our facility to generate energy and even if it is unable to take any energy, so
long as our facility is available for operation. Wllianms Energy is also
obligated to supply us with all of the fuel necessary to provide net capacity,
ancillary services and fuel conversion services to it. Fuel conversion services
consi st of the conbustion of natural gas and fuel oil in order to generate
electric energy. Ancillary services consist of services necessary to support the
transm ssion of capacity and energy.

The Wl lianms Conpanies, Inc. will provide us with a guaranty of WIIlians
Energy's paynent obligations to us under the power purchase agreenent and to pay
danmages if WIllians Energy fails to pay us. The WIIlianms Conpanies, Inc.'s
payment obligations under the guaranty are capped at an anount equal to 125% of
the sum of the principal anpunt of the new bonds plus the maxi num debt service
reserve account required balance. The W Ilianms Conpanies, Inc. files quarterly
and annual audited reports with the Conmi ssion under the 1934 Exchange Act,
which are publicly available; WIIianms Energy does not issue separate audited
financial statements. As security for our obligations under the power purchase
agreenment, we are required to provide to WIlianms Energy either a guaranty from
The AES Corporation or a letter of credit in the amount of $30 million. To
satisfy our obligation, we have provided to Wllianms Energy a letter of credit
which will terminate when our facility begins conmercial operation. See "SUMVARY
OF PRI NCI PAL FI NANCI NG DOCUMENTS- - Construction Period Letter of Credit and
Rei mbur sement Agreenent. "

Construction Agreement and Rel ated Guaranty

Under a construction agreenent, Sienmens Westinghouse will design,
engi neer, procure and construct our facility so that it will be conplete and
ready to operate. Sienens Westinghouse is wholly owned by Siemens Corporation
which is, in turn, wholly owned by Siemens A G Siemens Westinghouse's
obligations under the construction agreement will be guaranteed by Sienmens
Corporation. The contract price payable to Siemens Westinghouse is $214, 950, 000,
which is to be paid in installments in accordance with the paynent and mi | estone
schedul e included in the construction agreement. The contract price may be
adj usted as described in the construction agreement, including as a result of
unexpected or uncontrollable events or nodifications to the scope of work to be
provi ded by Sienmens Westinghouse. Sienmens Westinghouse has guaranteed that our
facility will be mechanically conplete and specific performance requirenents
will be satisfied so that our facility will be commercially operational by the
date which is approximately 23-1/2 nonths after we have given it full notice to
proceed, which we did on June 8, 1999. If our facility does not satisfy the
applicabl e conpletion requirenents by the date guaranteed by Sienens
Westinghouse and the failure to satisfy the applicable conpletion requirements
is not excused in accordance with the terms of the construction agreenent,
Si enens Westinghouse will be obligated to pay us delay |iquidated damages in the
anounts specified in the construction agreement. Sienens Westinghouse has
guar anteed specific availability levels for our facility and if those levels are
not denonstrated during a 45-day period before final acceptance of our facility
by us, we may withhold specified paynents to Siemens Westinghouse. Sienens
Westi nghouse has al so guaranteed that during performance testing, our facility
will generate a specified anount of electrical energy and meet specified thernal
efficiency rates when using natural gas and fuel oil. If Sienens Westinghouse
cannot neet these testing requirements it will be required to pay us perfornmance
|'i qui dat ed danmages in the anounts specified in the construction agreenment. The
total liability of Siemens Westinghouse for delays in conpletion, together with
its liability for any performance shortfalls, is limted in the aggregate to an
anount equal to 45% of the contract price. The construction agreenent also
contains a sub-limt on Siemens Westinghouse's liability for delays in
conpl etion of our facility in an amount equal to 20% of the contract price. The
total aggregate cap on liability of Sienmens Westinghouse under the construction
agreenment, including |iquidated damages, but excluding specified i ndemity
obligations, is |limted to an anpunt not to exceed the contract price, as
adj ust ed.
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RI SK FACTORS

Before tendering your old bonds for new bonds or investing in the new
bonds, you should be aware that there are various risks involved in your
investment. We have di scussed bel ow the material risks that you should consider
in making your investnent decision. You should consider carefully these risk
factors, together with all of the other information included in this prospectus.

If the comrercial operations of our facility are significantly delayed, or are
otherwi se unable to generate sufficient cash flow, we may not be able to pay our
operating expenses or service the bonds.

Construction of our facility currently is scheduled to be conpleted within
23-1/2 nmonths fromthe date Sienens Westinghouse receives fromus a full notice
to proceed under the construction agreenent. We gave full notice on June 8,

1999. We will not receive any material revenues unless and until our facility
achi eves commercial operation. Once our facility commences operation, principal
and interest on the bonds will be payable principally fromrevenues received by
us under the power purchase agreenment. Operation and mai ntenance expenses of our
facility generally are payable before paynent of debt service with respect to
the bonds. No representation or assurance can be made that our facility will be



successful ly constructed or that, if our facility is successfully constructed,
revenues will be sufficient to pay the operation and mai ntenance expenses of our
facility and principal of and interest on the bonds. W have no assets other
than our facility, the project contracts and other assets and contract rights
related to our facility. Once our equity contribution is nade to fund project
construction costs, our debt to capitalization ratio will be .8638 to 1.

Until our facility conmences operation, debt service on the bonds will be
payabl e solely from funds on deposit in the construction account, which deposit
was made with a portion of the net proceeds fromthe issuance of the old bonds,
any investnent earnings, specific contingency and other funds held under the
col l ateral agency agreenent and the indenture, insurance proceeds, if any, and
|'i qui dat ed danages payabl e under the construction agreenent. The construction
interest account under the indenture will contain an amount sufficient to pay
interest on the bonds only through 45 days follow ng the guaranteed provisional
acceptance date under the construction agreenent, w thout giving effect to any
extensions. Thus, if there is a prolonged del ay beyond the guaranteed
provi sional acceptance date in our facility's attaining conmercial operation, we
cannot assure that sufficient sources of funds will be available to make
payments of principal of, premium if any, and interest on the bonds.

During the termof the power purchase agreenment, our ability to make
payments of principal of, premium if any, and interest on the bonds wll be
substantially a function of (1) the ability of our facility to operate at |evels
whi ch provide sufficient revenues fromsales to Wllians Energy after the
payment of all operation and nmintenance expenses and specific other expenses
paid prior to debt service and (2) the ability of WIlians Energy to make
required paynents under the power purchase agreenent. Fixed paynents under the
power purchase agreenent may be reduced significantly or elimnated during
periods when our facility's availability fails to neet required |levels under the
power purchase agreenent. Wth specific exceptions, fixed payments will not be
made by W I lians Energy during unexpected or uncontrollable events which prevent
our facility fromoperating. Follow ng the expiration of the termof the power
purchase agreenent, our ability to nake paynents of principal of, premium if
any, and interest on the bonds will be substantially a function of:

o our ability to find purchasers of electric generating capacity and
energy fromour facility;

o the availability of adequate market prices for capacity, energy and
ancillary services;

o our ability to procure sufficient quantities of fuel at conpetitive
prices; and

o the ability of our facility to operate at |evels which provide
sufficient revenues fromthe sale of electric generating capacity,
energy and ancillary services to power purchasers after the payment of
al| operation and mai ntenance expenses and certain other expenses paid
prior to service.

In the event that we exhaust the proceeds fromthe bonds, the equity
contribution and the |iquidation of the collateral, the holders of the bonds
will have limted or no recourse in the event of a default.

Because we are a speci al - purpose conpany, our ability to make payments of
principal of, any premium and interest on the bonds will be entirely dependent
on the performance of our obligations under the project contracts and financing
docunments. CQur obligations under the financing docunents will be obligations
solely of ours, secured solely by the collateral. If we default in our
obligations under the financing docunents, we cannot assure that realization on
Lhedcol | ateral would provide sufficient funds to repay all ampunts due on the

onds.
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None of the owners of the ownership interests in our conpany nor any
affiliate, incorporator, stockholder, partner, officer, director or enployee of
ours, will guarantee the payment of the bonds or has any obligation with respect
to the payment of the bonds. The collateral includes a pledge of AES |Ironwood,
Inc.'s ownership interests in AES Ironwood, L.L.C., and under the equity
subscription agreement, AES |Ironwood, Inc. has agreed to contribute in the
aggregate up to $50, 149,285 to us to fund project costs. However, neither AES
Ironwood, Inc. nor any of its affiliates has any obligation to contribute sums
in excess of the amount required to be advanced under the equity subscription
agreenment. |f the proceeds of the bonds and the equity contribution required
under the equity subscription agreenent are insufficient to fund the successful
devel opment, construction, start-up and testing of our facility, we may not have
ot her sources of funds available to conplete our facility.

The bonds wi |l be secured by liens on substantially all of our assets
related to our facility, including all of the project contracts. If a default
occurs under the indenture or other financing docunents, we cannot assure that
an exerci se of renedies, including foreclosing on the assets in a judicial
proceedi ng, would provide sufficient funds to repay all anopunts due on the
bonds. As result of specific provisions of the docunents under which we obtained
our rights in and to the facility site, it is unlikely that the real estate
conprising a portion of the collateral could be used for any purpose other than
an electric generating facility.

If the parties that we depend on breach their obligations to us, our cash flow
and ability to service the bonds will be inpaired.

During the termof the power purchase agreenent, we will be dependent on
W lianms Energy for revenues from sales of capacity, ancillary services and
energy fromour facility and on Wllians Energy and its affiliates for fuel
supply and transportation. We are dependent on Metropolitan Edison for
connection of our facility to the electric transmission grid, as well as on
other third-party sources of goods and services which constitute the principal
inputs to our facility's operations. Any material breach by any of these parties



of their obligations under the project contracts will adversely affect our cash
flows and will inpair our ability to make payments of principal of and interest
on the bonds.

The other parties to the project contracts have the right to terminate
and/ or wi thhol d payments or performance under the contracts if specific events
occur. If a project contract were to be term nated due to nonperfornmance by us
or by the other party to the contract, our ability to enter into a substitute
agreement having substantially equivalent terns and conditions is uncertain.

If WIliams Energy's financial condition deteriorates or it breaches its
obligations to us and cannot be adequately replaced, we may not be able to
service the bonds.

W liams Energy currently is our sole customer for purchases of capacity,
ancillary services and energy. W/l lians Energy's paynents under the power
purchase agreenent are expected to provide all of our revenues during the term
of the power purchase agreement. It is uncertain whether we would be able to
find another purchaser on simlar terms for our facility's output if WIlians
Energy were not perform ng under the power purchase agreenent. |f another
purchaser or purchasers could be found, we cannot assure that the price paid by
that purchaser or purchasers would be sufficient to enable us to make paynments
in respect of the bonds. Any naterial failure by Wllianms Energy to make
capacity and fuel conversion paynents under the power purchase agreement will
therefore have a material adverse effect on revenues and our ability to make
payments in respect of the bonds.

The ability of WIllianms Energy to neet its obligations under the power
purchase agreenent will be dependent on Wlliams Energy's financial condition
generally, and Wlliams Energy's financial condition will in part be dependent
upon its ability to sell our facility's capacity and electric energy at adequate
prices.

As we have described in this prospectus, The Wlliams Conpanies, Inc. wll
provide to us a guaranty of WIlians Energy's obligations under the power
purchase agreenent to nmake fixed paynents and to pay damages if W/ Ilianms Energy
fails to make the fixed paynents. The W/ I|ianms Conpanies, Inc.'s obligations
under that guaranty are capped at an amount equal to 125% of the sum of (x) the
princi pal amount of the bonds plus (y) the nmaxi mum debt service reserve account
required bal ance.

If we encounter significant construction delays, any |iquidated damages,
contingency funds, or insurance proceeds may be insufficient to service the
bonds.

As with any nmmjor construction undertaking, conpletion of our facility
could be del ayed or prevented, or cost overruns could be incurred, as a result
of numerous factors, including shortages of material, |abor disputes, weather
interferences, difficulties in obtaining necessary pernmits or in neeting pernmt
condi tions or unforeseen engineering,
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environnmental or geol ogical problems. We cannot assure that any avail able

|'i qui dat ed danages or contingency funds or the proceeds of any insurance and
warranties would be sufficient to pay for any significant cost overruns or
redeem a sufficient principal amount of the bonds so that projected debt service
coverage ratios can be achieved or maintained. In particular, we are required to
pay principal of any premium and interest on the bonds w thout regard to any
unexpected or uncontrollable events under the construction agreenent.

If as a result of unexpected or uncontrollable events specified in the
construction agreenment or specified acts or om ssions by us, conpletion of our
facility is delayed or prevented, or our facility cannot achieve operation in
accordance with design specifications and performance guarantees, Sienmens
Westinghouse will not be obligated to pay |iquidated damages. Under these
circunstances, no proceeds of insurance may be available to us or any proceeds
that are available may not be sufficient to pay our debt service or increased
costs. Generally, Sienmens Westinghouse will not be obligated to pay |iquidated
danmages for events or circunmstances that adversely affect its ability to perform
its obligations under the construction agreenent to the extent that the events
or circunstances are beyond its reasonable control and are not caused by its or
its subcontractors' negligence or |ack of due diligence and could not have been
avoi ded by the use of its reasonable efforts. In addition, the date for
achi evenent of provisional acceptance and the guaranteed provisional acceptance
under the construction agreenent could be subject to adjustment as a result of
unexpected or uncontrollable events.

The power purchase agreenent requires that the commercial operation date
occur by no later than June 30, 2001, which may be extended under the terns of
the power purchase agreement to no |ater than December 31, 2002. Qur project
capital budget includes adequate funds for the payment of anounts that may be
required to extend the comercial operation under the power purchase agreenment.
If the comrercial operation date fails to occur by that date, as so extended,
W lianms Energy may terminate the power purchase agreenent.

Under the construction agreenent, we are responsible for a number of
matters in connection with the construction, conpletion and start-up of our
facility. Wiile we believe that we have nade adequate arrangenents to assure
timely perfornmance of our responsibilities, we are relying on other parties to
enable us to performour responsibilities under the construction agreement and
we cannot be certain that the other parties will meet their obligations under
their contracts. See "SUMMARY OF PRI NCI PAL PROJECT CONTRACTS-- Construction
Agreenent . "

Because the facility has not yet been constructed and our conpany has no



operating history, various unexpected events mmy increase our expenses or reduce
our revenues and inpair our ability to service the bonds.

Because our facility has not yet been constructed, it has no operating
hi story. Operation of our facility could be affected by many factors, including
start-up problenms, the breakdown or failure of equipnent or processes, the
performance of our facility bel ow expected | evels of output or efficiency,
failure to operate at design specifications, |abor disputes, changes in |aw,
failure to obtain necessary pernits or to meet permit conditions, government
exercise of em nent domain power or similar events and catastrophic events
including fires, explosions, earthquakes and droughts. The occurrence of these
events could significantly reduce or elimnate revenues or significantly
increase the expenses of our facility, thereby jeopardizing our ability to make
payments on the bonds. In addition, the liability of AES Prescott for failure to
perform under the operations agreenent is subject to specific linmtations and
AES Prescott is not required to post a performance bond. The proceeds of any
avail abl e insurance and limted warranti es may not be adequate to cover our |ost
revenues or increased costs. See "SUMVARY OF PRI NCI PAL PRQJIECT CONTRACTS- - Power
Purchase Agreenent" and "--Operations Agreenent."

Because the conbustion turbines to be used in our facility have no significant
operating experience, our project may incur problenms relating to start-up,
conmi ssi oni ng and perf ornance.

The Siemens Westinghouse 501G conbustion turbines to be used in our
facility are the manufacturer's |atest devel opment in conbustion turbines whose
fundanental design basis is based upon the Sienmens Westinghouse 501 series.
However, the 501G conbustion turbine currently has no significant operating
experience and may have unit availability |ower than combustion turbine units
using mature technol ogi es. Thus, we cannot assure that our project wll not
incur problems relating to start-up, conm ssioning and performance that could
jeopardi ze the achievenent of Provisional Acceptance, tinmely comencenent of
commerci al operations of our facility or the performance of our facility during
its commercial operation. For a discussion of the 501G technol ogy and rel ated
ri sks, see "ANNEX B: | NDEPENDENT ENGI NEER S REPORT--Facility Design."
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Fol I owi ng the expiration of the power purchase agreement, our facility is
expected to becone a nmerchant facility and we cannot assure that we will be able
to find adequate purchasers or otherw se conpete effectively in the nerchant

mar ket .

At the end of the term of the power purchase agreement, at which tine
27.1% of the bonds are expected to remain outstanding, our facility is expected
to become a nerchant facility, i.e., an electric generation facility with no
dedi cated | ong-term power purchase agreenment, and W/ |iams Energy's obligation
to provide fuel will cease. |If the power purchase agreenent is termnated prior
to its stated termas a result of an event of default or otherwi se, our facility
could enter a merchant phase sooner than the anticipated term nation date of the
power purchase agreenent. G ven the uncertainty regarding the performance of our
facility, future environmental regulation, conpetition from other generating
facilities, including possibly sone owned by The AES Corporation and its
affiliates, fuel prices and other market conditions that may prevail in the
future in the PIJM power pool market, we cannot assure that we will be able to
find purchasers or otherw se conpete effectively in the merchant market.

Al'so, there are current legal and regulatory limtations on our ability to
operate our facility on a merchant basis. Qur rate schedule when filed with FERC
will be limted to sales to WIllians Energy. Under current |aw, before we could
engage in sales to any other entities, we will be required to seek additional
mar ket - based rate authority from FERC. Although we do not currently anticipate
that we would encounter material difficulty in obtaining this additional
mar ket - based rate authority, we cannot assure that FERC will grant this
authority. In addition, our status as an exenpt whol esal e generator under
federal law prohibits us frommaking retail sales of electricity in the United
States. We currently anticipate that electric energy generated by our facility
will be sold primarily in the whol esal e market both during the term of the power
purchase agreenent and after our facility becomes a merchant plant.

Nevertheless, if we were to desire to participate directly in the retail
electric market when that market devel ops, we woul d be precluded from doing so
absent a change in federal |aw. Under current federal |aw, however, we would not
be precluded from making sales to a power marketer, including an affiliate,
which could in turn make retail sales.

Conpliance with environnental and other regulatory matters coul d cause
significant delays and expenses that may inpair our ability to service the
bonds.

Gener al

We are subject to a number of statutory and regul atory standards and
required approvals relating to energy, |abor and environnental |aws. Although
the necessary environnmental pernits for the cormencenent of construction of our
facility have been obtained, we are required to conply with the terms of our
environnmental permits and to obtain other pernmits for the construction and
operation of our facility. Several of our pernmits have not yet been obtained,
and some cannot be obtained until our facility has comnmenced operation. Under
specific circumstances, delay in receipt of or failure to obtain the pernits
coul d del ay conpletion of the construction of our facility or prevent the
operation of our facility.

Sone pernmits that have been obtained by us in connection with our facility
will require amendnent prior to conmercial operation of our facility and others
will require renewal or reissuance during the life of our facility. Wile we
have no reason to believe that the permits cannot be amended or will not be
renewed or reissued, our inability to amend, renew or obtain reissuance of these



permts in the future could cause the suspension of construction or operation of
our facility.

The permits that have been obtained and that will be obtained contain
ongoi ng requirenents. Failure to satisfy and nmintain any permit conditions or
ot her applicable requirenents could delay or prevent conpletion of the
construction of our facility, prevent the operation of our facility and/or
result in additional costs. If our facility attains comercial operation, we
cannot assure that our facility will operate within the lints established by
the permits or approvals. See "OUR BUSI NESS--Pernmits and Regul atory Approval s"
and "ANNEX B: | NDEPENDENT ENGI NEER' S REPORT- - Environnental and Permitting."

Energy Regul atory Matters

We believe that we have obtained all material energy-related federal,
state and | ocal approvals required as of the date of this prospectus to
construct and operate our facility. Although not currently required, additional
regul atory approvals, including renewals, extensions, transfers, assignnents,
rei ssuances or simlar actions, may be required in the future due to a change in
laws and regul ations, a change in our power purchasers or for other reasons. W
cannot assure that we will be able to (1) obtain all required regulatory
approval s that we do not yet have or that we nay require in the future, (2)
obtain any necessary nodifications to existing regulatory approvals or (3)
nmei ntain required regul atory
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approvals. Delay in obtaining or failure to obtain and maintain in full force
and effect any regul atory approvals, or amendnents, or delay or failure to
satisfy any conditions or applicable requirenents, could prevent operation of
our facility or sales to third parties, or could result in additional costs to
us. Qur business also could be materially and adversely affected as a result of
statutory or regulatory changes or judicial or administrative interpretations of
existing laws and regul ations that inpose nore conprehensive or stringent

requi renents on us.

The insurance we have obtai ned may be inadequate in the event of a total |oss or
taking of our facility, and we cannot assure that the insurance proceeds we
receive will be sufficient to satisfy all of our indebtedness.

We are obligated under the financing docunents and other project contracts
to obtain and keep in force conprehensive insurance with respect to our
facility, including general liability insurance and machinery coverage, business
interruption insurance, delay in start-up insurance and all-risk property damage
i nsurance, including, anmong other things, damage caused by fire, floods or
hurricanes. W cannot assure that the insurance coverage will be available in
the future at comercially reasonable costs or that the ampunts for which we are
insured or anmpunts which we receive under insurance coverage wll cover all
losses. If there is a total |loss or taking of our facility, we cannot assure
that the insurance proceeds we receive will be sufficient to satisfy all our
i ndebt edness, including the redenption of the bonds as required under the
indenture. See "SUMVARY OF PRI NCI PAL FI NANCI NG DOCUMENTS- - | ndenture. "

The incurrence of additional indebtedness may inpair our ability to service the
bonds.

We may issue additional bonds and we may incur additional indebtedness at
any time or fromtime to time, in accordance with the terms of the indenture.
Any additional bonds will, and any additional senior debt, may rank equally with
all our senior secured indebtedness. The issuance of additional bonds, other
than for refinancing purposes, or additional senior debt would create additional
claims against the collateral under the security docunents and could result in a
reduction in debt service coverage ratios and cash avail able to nake paynents of
principal of and interest on the bonds. See "SUMVARY OF PRI NCI PAL FI NANCI NG
DOCUMENTS- - | ndenture. "

Subject to limtations described in the indenture, we are permitted to
i ncur subordinated debt, which may be secured by a junior lien on the
collateral, for purposes allowed under the indenture. Although subordinated debt
woul d be subject to limitations contained in the collateral agency agreement
concerning the ability of the holders of subordinated debt to declare defaults,
exercise remedies or institute specified | egal proceedings, the incurrence of
subordi nated debt woul d increase our |everage and the total debt service payable
by us. In addition, the hol ders of subordinated debt may be our secured
creditors and therefore have the rights available to secured creditors under
federal and state |aw.

Drawi ngs under letters of credit may increase paynents of debt service on senior
debt .

Drawi ngs under the debt service reserve letter of credit will be converted
into debt service reserve letter of credit |oans which will mature five years
after the date of the loans. Interest on debt service reserve letter of credit
| oans is payable at the same level in the flow of funds as paynments of interest
on ot her senior debt, including the bonds. Principal on debt service reserve
letter of credit loans is generally payable out of available cash flow after the
payment of principal on the bonds. In specific circunstances, however, principal
payments on any draw ngs under the debt service reserve letter of credit will be
rbradg at the sane level in the flow of funds as paynents of principal on the
onds.

If the construction period letter of credit is issued and our facility is
not conpleted within the tinme period specified in the power purchase agreenent,
as may be extended, W/IIlianms Energy may draw on the construction period letter
of credit. Draw ngs under the construction period letter of credit will be
converted into construction period |etter of credit |oans under any construction



period letter of credit reinmbursenent agreenment that will nmature in 10 years
fromthe conversion. Principal of and interest on any construction period letter
of credit |oans under the construction period letter of credit reinbursenent
agreement will be made at the sane respective levels in the flow of funds as
payments of principal and of interest on the bonds.

Thus, drawi ngs on the construction period letter of credit and, in
specific circumstances, draw ngs under the debt service reserve letter of
credit, will increase paynents of debt service on senior debt. W cannot assure
that our revenues from sales of capacity and fuel conversion services under the
power purchase agreenent or otherw se would be sufficient to cover the increases
in debt service payments. The | enders under the debt service reserve letter of
credit reinbursenent agreement and the construction period letter of credit
rei mbursement agreement will rank equally with the bonds by a lien on and
security interest in the collateral.

21
<PAGE>

The col | ateral agency agreenent contains provisions that may limt the remedies
that could be exercised in respect of the event of default, other than a
bankruptcy event of default, unless and until the required senior parties have
directed the collateral agent to do so.

We have entered into a collateral agency agreenent wi th our senior
creditors designating the collateral agent as the agent for each of the senior
creditors. The collateral agency agreenent requires the affirmative vote of
senior creditors holding at least a majority of the outstanding conbined
exposure to direct specific actions of the collateral agent, including the
exercise of remedies following a trigger event. Because the affirmative vote of
these required senior creditors is required before the collateral agent can
exercise renmedi es under the collateral agency agreenent and the other security
docunents foll owing nost events of default, if an event of default under the
indenture were to occur, no renmedies could be exercised in respect of the event
of default, other than a bankruptcy event of default, unless and until the
required senior creditors have directed the collateral agent to do so. If the
hol ders of the bonds do not constitute holders of at |east a majority of the
out st andi ng conmbi ned exposure, the trustee and the holders of the bonds may not
be able to direct the collateral agent to exercise remedies in respect of an
event of default under the indenture without the affirnmative vote of other
senior creditors. In addition, under the terns of the other financing docunents,
we may not terminate, amend or otherw se nodify any provision of the indenture,
any ot her security docunent or any subordinated | oan agreenent, if the
termnation, amendnent or nodification could, in the reasonable opinion of the
creditors who are parties to the other financing docunents, reasonably be
expected to have a material adverse effect on the rights and benefits of the
creditors. See "SUMVARY OF PRI NCI PAL FI NANCI NG DOCUMENTS- - Col | at eral Agency
Agreenent . "

Projections and the assunptions underlying those projections used in the
projections are inherently subject to significant uncertainties and actual
results may differ, perhaps materially, fromthose projected and shoul d not be
unduly relied upon.

The financing of our facility has been structured on the basis of
assunptions and projections with respect to our facility's potential revenue
generating capacity and associ ated costs over the termof the bonds. Stone &
Webster, as independent engineer, has evaluated the technical, environnental and
economi ¢ aspects of our project. Stone & Webster's report contains a discussion
of the many assunptions utilized in preparing these projections. |nvestors
shoul d review Stone & Webster's report in its entirety.

Projections of future operations and the econonmic results of those
operations included in Stone & Webster's report have been prepared by us and
reviewed by Stone & Webster on the basis of present know edge and assunptions
which we and Stone & Webster believe to be reasonable. Our independent auditors
have not examni ned, reviewed or conpiled the projections and, accordingly, do not
express an opinion or any other form of assurance with respect to them After
the issuance of the bonds, neither we nor Stone & Webster will provide the
hol ders of the bonds with revised projections or any report of the differences
between the projections and actual operating results |ater achieved by our
project.

For purposes of preparing the projections, assunptions were made, of
necessity, with respect to conpletion of construction, availability and
performance of our facility, dispatch |evels, capital expenditures, operation
and mei ntenance expenditures, the revenues that we will receive for capacity and
electric energy, the availability of fuel, our tax treatment, general business
and econonmic conditions and several other material contingencies and other
matters that are not within our control and the outcone of which cannot be
predicted by us, Stone & Webster, or any other person with any certainty of
accuracy. These assunptions and the other assunptions used in the projections
are inherently subject to significant uncertainties and actual results wll
differ, perhaps materially, fromthose projected. Accordingly, the projections
do not necessarily indicate current values or future performance and neither we,
Stone & Webster, nor any other person assumes any responsibility for their
accuracy. Therefore, no representation is made or intended, and none should be
inferred with respect to the |ikely existence of any particular future set of
facts or circunstances. If actual results are materially | ess favorable than
those shown or if the assunptions used in fornmulating the projections prove to
be incorrect, our ability to nake paynents of principal of, premum if any, and
interest on the bonds may be adversely affected.

Cautionary note regarding forward-|ooking statenments.

This prospectus includes forward-|ooking statenents. We have based these
forward-|ooking statements on our current expectations and projections about



future events based upon our know edge of facts as of the date of this
prospectus and our assunptions about future events. These forward-| ooking
statements are subject to various risks and
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uncertainties that may be outside of our control, including the factors
di scussed in the "RI SK FACTORS" section beginning on page 17.

We use words |like "anticipate," "estimate," "project," "plan," "expect" and
simlar expressions to help identify forward-1ooking statements in this
prospectus.

In light of these uncertainties and assunptions, the actual events or
results may be very different fromthose expressed or inplied in the
forward-|ooking statements in this prospectus or mmy not occur. We have no
obligation to publicly update or revise any forward-|ooking statenent, whether
as a result of new information, future events or otherwise.
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USE OF PROCEEDS

We will not receive any cash proceeds fromthe issuance of the new bonds.
In consideration for issuing the new bonds, we will receive in exchange a |ike
princi pal amount of old bonds. The ol d bonds surrendered in exchange for the new
bonds will be retired and cancel ed and cannot be reissued. Accordingly, issuance
of the new bonds will not change our capitalization. We intend to use the net
proceeds fromthe sale of the old bonds, together with an approximtely $50
mllion equity contribution, approxinmately as follows:

(t housands)

Construction Costs....................... $238, 000
Ot her Hard (Construction-Rel ated) Costs.. $13, 944

Legal , Accounting, Consulting and O her
Devel opnent and Construction Costs..... $21, 345
Initial Wrking Capital .................. $1, 800
Net Interest During Construction......... $51, 141
Start-up and Other Soft Costs............ $15, 419
Company's Contingency.................... $17, 000
TOTAL USES OF FUNDS................ $358, 649

As of January 31, 2000:
o the following line itens have been paid in their entirety:

- Legal, Accounting, Consulting and Other Devel opment and Construction
Cost s;

o the following line items have been partially paid as follows (in
t housands):

- Construction Costs - $210, 700,
- Other Hard (Construction-Rel ated) Costs - $2,000,
- Net Interest During Construction - $16,400 and
- Start-up and Other Soft Costs - $8,600;
o the following line itenms have not been used:
- Initial Working Capital and
- Conpany's Contingency.
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CAPI TALI ZATI ON

The following table sets forth our capitalization as of Decenmber 31, 1999.
The follow ng information should be read in conjunction with the consolidated
financial statenments and related notes thereto and the other financial
information contained el sewhere in this prospectus. See "SELECTED FI NANCI AL
DATA" and "MANAGEMENT' S DI SCUSSI ON AND ANALYSI' S OF FI NANCI AL CONDI TI ON AND
RESULTS OF OPERATI ONS. "



Long- Ter m Debt :

(thousands)

Long TermBonds....................

Funds available fromthe issuance of the old bonds will be drawn fromtine
to tine to fund construction of our facility. Once the available old bond
proceeds have been used, AES Ironwood, Inc. agrees to fund up to approxinately
$50.1 million of project costs to be contributed to us pursuant to the equity
subscription agreenment.

CALCULATI ON OF EARNINGS TO FI XED CHARGES DEFI Cl ENCY

EARNI NGS December 31, 1999
(thousands)

Pretax Income...................... $(2,641)
Fixed Charges...................... 14, 237
Capitalized Interest............... (8,438)

Net Total..........................

FI XED CHARGES
Interest Expense...................
Capitalized Interest...............
Oher....... ...

The dol | ar amount of the deficiency of earnings to fixed charges is:
($11,079) (in thousands).
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THE EXCHANGE OFFER

Purpose and Effect of the Exchange Offer

I'n connection with the issuance of the old bonds, we entered into a
registration rights agreement. Under the registration rights agreenent, we
agreed to:

o prepare and file a registration statement with the SEC for an exchange
of the new bonds for the old bonds under the Securities Act;

o use our reasonable efforts to cause the registration statement to
become effective within 180 days followi ng the original issuance of the
ol d bonds;

o keep the exchange offer open for acceptance for a period of not |ess
than 30 days, or longer, if required by law, after the date the
registration statement is declared effective by the SEC, and

o accept for exchange all old bonds validly tendered by and not withdrawn
in accordance with the ternms of the exchange offer registration
statement .

As soon as practicable after the exchange offer registration statenment
becomes effective, we will offer the holders of old bonds who are not prohibited
by any law or policy of the SEC from participating in this exchange offer the
opportunity to exchange their old bonds for new bonds registered under the
Securities Act that are substantially identical to the old bonds, except that
the new bonds will not contain terns with respect to transfer restrictions,
registration rights and additional interest.

Under limted circumstances, we will use our reasonable best efforts to
cause the SEC to declare effective a shelf registration statement with respect
to the resale of the old bonds and keep the statenment effective for up to two
years after the effective date of the shelf registration statenent. These
circumstances incl ude:

o if any changes in law or their interpretations by the staff of the SEC
do not permt us to effect the exchange offer as contenplated by the
registration rights agreenent;

o if the exchange offer is not consummated within 220 days after June 25,
1999, or by January 31, 2000;

o if any of Lehman Brothers, Morgan Stanley Dean Wtter or Dresdner
Kl ei nwort Benson North America, as initial purchasers of the old bonds,
so requests with respect to old bonds held by it followi ng consummation
of the exchange offer; and



o if any holder of the old bonds notifies us that it is not pernmtted to
participate in the exchange offer or has participated in the exchange
of fer and has received new bonds that are not freely tradeable.

Interest in addition to the interest otherwise due will accrue on the
bonds at a rate of 0.5% per annumif the exchange offer is not consunmated or
the shelf registration statement is not declared effective by the SEC on or
prior to 220 days after June 25, 1999, or by January 31, 2000. Any additional
interest will accrue on the old bonds fromand including the date on which the
circunstances giving rise to the additional interest will occur to but excluding
the date on which all the circunmstances have been cured. Any additional interest
wi || be payable on the bond paynment dates.

To exchange your old bonds for transferable new bonds in the exchange
offer, you will be required to make the followi ng representations:

o any new bonds that you receive will be acquired in the ordinary course
of your business;

o you have no arrangenent or understanding with any person or entity to
participate in the distribution of the new bonds;

o you are not our "affiliate," as defined in Rule 405 of the Securities
Act;

o you are not a broker-dealer, and you are not engaged in and do not
intend to engage in the distribution of the new bonds; and

o if you are a broker-dealer that will receive new bonds for your own
account in exchange for old bonds, you acquired those bonds as a result
of market-meking activities or other trading activities and you will
deliver a prospectus, as required by law, in connection with any resale
of the new bonds.
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In addition, if we are required to file a shelf registration statement, we
may require you to deliver information to be used in connection with the shelf
registration statement in order to have your bonds included in the shelf
registration statement. A holder who sells old bonds under the shelf
registration statement generally will be required to be naned as a selling
security holder in the related prospectus and to deliver a prospectus to
purchasers. The holder will also be subject to the civil liability provisions
under the Securities Act in connection with the sale of old bonds under the
shel f registration statenent and will be bound by the provisions of the
registration rights agreement that are applicable to the holder, including
i ndemmi fication obligations.

The description of the registration rights agreement contained in this
section is a sunmary only. For nore information, you nay review the provisions
of the registration rights agreenent that we filed with the SEC as an exhibit to
the registration statement of which this prospectus is a part.

Resal e of New Bonds

Based on the interpretations of the SEC staff in no-action letters issued
to third parties, we believe that new bonds issued under the exchange offer may
be offered for resale, resold and otherw se transferred by you as the hol der of
the new bonds without conpliance with the registration and prospectus delivery
provi sions of the Securities Act, if

o you are not our "affiliate" within the meaning of Rule 405 under the
Securities Act;

o the new bonds are acquired in the ordinary course of your business; and

o you do not intend to participate in any distribution of the new bonds.

Broker -deal ers that acquired old bonds directly fromus nmay not rely on
the interpretations of the SEC descri bed above. Accordingly, in order to sell
their bonds, broker-dealers that acquired old bonds directly fromus nust conply
with the registration and prospectus delivery requirenents, including being
named as a selling security holder in any resale prospectus. If you are a
broker-dealer that will receive new bonds for your own account in exchange for
ol d bonds, you acquired those bonds as a result of market-nmaking activities or
other trading activities and you will deliver a prospectus, as required by |aw,
in connection with any resale of the new bonds. Only broker-deal ers that
acquired old bonds as a result of market-making or other trading activities may
participate in the exchange offer.

If you do not satisfy the above conditions, you
o cannot rely on the interpretations by the SEC staff; and

o nust conply with the registration and prospectus delivery requirenments
of the Securities Act in connection with a secondary resale
transaction.



We do not intend to seek our own no-action letter, and there can be no
assurance that the SEC staff would make a similar determination with respect to
the new bonds as it has in prior no-action letters issued to other parties. In
Novenber 1998, the SEC proposed certain changes to the regulatory structure for
offerings registered under the Securities Act. The SEC has stated that, if these
proposal s are adopted, the SEC staff will repeal its interpretations described
in prior no-action letters. We cannot predict whether these proposals wll be
adopted or, if they are adopted, when and in what formthey will be adopted.

If an exenption fromregistration is not available, any bondhol der
intending to distribute new bonds should be covered by an effective registration
statement under the Securities Act containing the selling bondhol der's
information required by Item 507 of Regul ation S-K under the Securities Act.
This prospectus may be used for an offer to resell, resale or other retransfer
of new bonds only as specifically described in this prospectus. Please read the
secti onbcagti oned "PLAN OF DI STRIBUTION' for nore details regarding the transfer
of new bonds.

Terms of the Exchange Offer

Upon the terns and subject to the conditions described in this prospectus
and in the letter of transmittal, we will accept for exchange any ol d bonds
properly tendered and not w thdrawn prior to the expiration date. W wll issue
new bonds in principal amount equal to the principal amount of old bonds
surrendered under the exchange offer. O d bonds may be tendered for new bonds
only in integral nultiples of $1,000.

The exchange offer is not conditioned upon any m ni mum aggregate princi pal
anount of ol d bonds being tendered for exchange.
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As of the date of this prospectus, $308,500,000 aggregate principal amunt
of the old bonds are outstanding. This prospectus and the letter of transmttal
are being sent to all registered holders of old bonds. There will be no fixed
record date for determ ning registered holders of old bonds entitled to
participate in the exchange offer.

We intend to conduct the exchange offer in accordance with the provisions

of the registration rights agreenent, the applicable requirenments of the
Securities Act and the Exchange Act and the rules and regul ations of the SEC.
O d bonds that are not tendered for exchange in the exchange offer will renmin
outstandi ng and continue to accrue interest and will be entitled to the rights
and benefits the holders have under the indenture relating to the bonds and the
registration rights agreement.

We will be deemed to have accepted for exchange properly tendered ol d
bonds when we have given oral or witten notice of the acceptance to the
exchange agent and conplied with the applicable provisions of the registration
rights agreement. The exchange agent will act as agent for the tendering hol ders
for the purposes of receiving the new bonds from us.

If you tender old bonds in the exchange offer, you will not be required to
pay brokerage conmi ssions or fees or, subject to the instructions in the letter
of transmittal, transfer taxes with respect to the exchange of old bonds. W
will pay all charges and expenses, other than applicable taxes described bel ow,
in connecting with the exchange offer. It is inportant that you read the section
| abel ed "--Fees and Expenses" for nore details regarding fees and expenses
incurred in the exchange offer.

We will return any old bonds that we do not accept for exchange for any
reason without expense to their tendering holder as pronptly as practicable
after the expiration or termination of the exchange offer.

Neit her we nor our board of directors makes any recommendation to hol ders
of the old bonds as to whether to tender or refrain fromtendering all or any
portion of their old bonds in the exchange offer. In addition, no one has been
aut horized to make any recomendation to hol ders of the old bonds. Hol ders of
the ol d bonds nust nake their own decision whether to tender pursuant to the
exchange offer, and, if so, the aggregate anount of old bonds to tender after
reading this prospectus and the letter of transmittal and consulting with their
advi sers, if any, based on their financial position and requirenents.

Expiration Date

The exchange offer will expire at 5:00 p.m, New York City tine, My 12,
2000, unless, in our sole discretion, we extend it. Notwi thstanding the
preceding, we will not extend the expiration date beyond Septenber 30,
2000.

Ext ensi ons, Del ays in Acceptance, Term nation or Anendment

We expressly reserve the right, at any time or various tinmes, to extend
the period of time during which the exchange offer is open. W nmay del ay
acceptance of any old bonds by giving oral or witten notice of the extension to
their holders. During any extensions, all old bonds previously tendered will
remai n subject to the exchange offer, and we may accept them for exchange.

In order to extend the exchange offer, we will notify the exchange agent
orally or in witing of any extension. W will notify the registered hol ders of
ol d bonds of the extension no later than 9:00 a.m, New York City time, on the
business day after the previously schedul ed expiration date.

I'f any of the conditions described bel ow under "--Conditions to the
Exchange Offer" have not been satisfied, we reserve the right, in our sole



di scretion:
o to delay accepting for exchange any ol d bonds;
o to extend the exchange offer; or

o to termi nate the exchange offer

by giving oral or witten notice of the delay, extension or termnation to the
exchange agent. Subject to the ternms of the registration rights agreenment, we
al so reserve the right to amend the terns of the exchange offer in any manner.

Any del ay in acceptance, extension, term nation or amendment will be
followed as pronptly as practicable by oral or written notice to the registered
hol ders of old bonds. If we anend the exchange offer in a manner that we
determine to constitute a material change, we will pronptly file a
post-effective amendnent to the registration statenent
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and disclose the amendnent by neans of a prospectus suppl enent when the

post-ef fective amendnent has been declared effective by the SEC. The suppl ement
will be distributed to the registered holders of the old bonds. Dependi ng upon
the significance of the amendment and the manner of disclosure to the registered
hol ders, we will extend the exchange offer if the exchange offer would otherw se
expire during any period of delay.

Conditions to the Exchange Offer

Despite any other term of the exchange offer, we will not be required to
accept for exchange, or exchange any new bonds for, any old bonds, and we nay
termnate the exchange offer as provided in this prospectus before accepting any
ol d bonds for exchange, if in our reasonable judgment:

o the exchange offer, or the nmaking of any exchange by a hol der of old
bonds, would violate applicable [law or any applicable interpretation of
the staff of the SEC, or

o any action or proceeding has been instituted or threatened in any court
or by or before any governmental agency with respect to the exchange
offer that, in our judgnent, would reasonably be expected to inpair our
ability to proceed with the exchange offer.

In addition, we will not be obligated to accept for exchange the ol d bonds
of any holder that has not made to us the representations described under
"--Purpose and Effect of the Exchange Offer," "--Procedures for Tendering" and
"PLAN OF DI STRI BUTI ON' and any other representations as may be reasonably
necessary under applicable SEC rules, regulations or interpretations to nake
avail able to us an appropriate formfor registration of the new bonds under the
Securities Act.

We expressly reserve the right to amend or termnate the exchange offer
and to reject for exchange any ol d bonds not previously accepted for exchange,
upon the occurrence of any of the conditions to the exchange offer specified
above. We will give oral or witten notice of any extension, amendnent,
non-acceptance or termnation to the registered holders of the old bonds as
pronptly as practicable.

These conditions are for our sole benefit and we may assert themin whole
or in part at any time or at various times in our sole discretion. If we fail at
any time to exercise any of these rights, this failure will not mean that we
have wai ved our rights. Each right will be deemed an ongoing right that we may
assert at any tinme or at various times. |If any waiver or anmendment constitutes a
material change to the exchange offer, we will pronptly disclose the waiver or
anmendment by means of a prospectus supplement that will be distributed to the
registered holders of the old bonds. In this case, we will extend the exchange
offer to the extent required by the Exchange Act to provide hol ders of old bonds
the opportunity to effectively consider the additional information and to factor
this information into their investnment decision.

In addition, we will not accept for exchange any ol d bonds tendered, and
will not issue new bonds in exchange for any old bonds, if at the tinme any stop
order has been threatened or is in effect with respect to the registration
statement of which this prospectus constitutes a part or the qualification of
the indenture relating to the bonds under the Trust Indenture Act of 1939.

Procedures for Tendering
How to Tender Generally

Only a holder of old bonds may tender the old bonds in the exchange offer.
To tender in the exchange offer, a holder nust:

o conplete, sign and date the letter of transmittal, or a facsinile of
the letter of transmittal;

o have the signature on the letter of transmttal guaranteed if the
letter of transmittal so requires; and



o mail or deliver the letter of transmttal or facsinmile to the exchange
agent prior to the expiration date; or

o conply with the autonated tender offer program procedures of DTC,
described bel ow.

I'n addition, either:

o the exchange agent nust receive, prior to the expiration date, a tinmely
confirmati on of book-entry transfer of the old bonds into the exchange
agent's account at DTC according to the procedure for book-entry
transfer described below or a properly transmtted agent's nmessage; or
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o the holder nmust conply with the guaranteed delivery procedures
described bel ow.

To be tendered effectively, the exchange agent nust receive any physical
delivery of the letter of transmittal and other required docunents at its
address provided above under "SUMMARY OF THE EXCHANGE OFFER--The Exchange Agent"
prior to the expiration date.

The tender by a holder that is not withdrawn prior to the expiration date
Il constitute an agreenent between the hol der and us in accordance with the
erns and subject to the conditions described in this prospectus and in the
etter of transmittal.

Wi
t
|

The nethod of delivery of the letter of transmittal and all other required
docunents to the exchange agent is at your election and risk. Rather than nmil
these items, we recommend that you use an overnight or hand delivery service. In
al|l cases, you should allow sufficient time to assure delivery to the exchange
agent before the expiration date. You should not send the letter of transmttal
to us. You may request your brokers, dealers, commercial banks, trust conpanies
or other nominees to effect the above transactions for you.

How to Tender if You Are a Beneficial Owner

If you beneficially own old bonds that are registered in the nane of a
broker, dealer, comercial bank, trust conpany or other nomi nee and you wish to
tender those bonds, you should contact the registered holder pronptly and
instruct it to tender on your behal f.

Signatures and Signature Guarantees

You nust have signatures on a letter of transmittal or a notice of
wi t hdrawal , as described bel ow, guaranteed by a nember firmof a registered
national securities exchange or of the National Association of Securities
Dealers, Inc., a comercial bank or trust conpany having an office or
correspondent in the United States, or an "eligible guarantor institution"
within the neaning of Rule 17Ad-15 under the Exchange Act, that is a nember of
one of the recognized signature guarantee programs identified in the letter of
transmittal, unless the old bonds are tendered:

o by a registered hol der who has not conpleted the box entitled "SPECI AL
| SSUANCE | NSTRUCTI ONS" or "SPECI AL DELI VERY | NSTRUCTI ONS" on the letter
of transmittal; or

o for the account of a nember firmof a registered national securities
exchange or of the National Association of Securities Dealers, Inc., a
commer ci al bank or trust conpany having an office or correspondence in
the United States, or an eligible guarantor institution.

If the letter of transmittal or any bonds or bond powers are signed by
trustees, executors, administrators, guardians, attorneys-in-fact, officers of
corporations or others acting in a fiduciary or representative capacity, those
persons shoul d so indicate when signing. Unless waived by us, they should al so
submi t evildence satisfactory to us of their authority to deliver the letter of
transmttal.

Tendering Through DTC s Automated Tender Offer Program

The exchange agent and DTC have confirmed that any financial institution
that is a participant in DTC s system may use DTC s autonated tender offer
programto tender. Participants in the program may, instead of physically
conpl eting and signing the letter of transmttal and delivering it to the
exchange agent, transmt their acceptance of the exchange offer electronically.
They may do so by causing DTC to transfer the old bonds to the exchange agent in
accordance with its procedures for transfer. DTC will then send an agent's
nessage to the exchange agent.

The term "agent's nessage" nmeans a message transmitted by DTC, received by
the exchange agent and forming part of the book-entry confirmation, to the
effect that:

o DTC has received an express acknow edgment froma participant inits
automat ed tender offer programthat is tendering old bonds that are the
subj ect of the book-entry confirmation;

o the participant has received and agrees to be bound by the terns of the
letter of transmittal or, in the case of an agent's nessage relating to
guaranteed delivery, that the participant has received and agrees to be
bound by the applicable notice of guaranteed delivery; and

o the agreement nmay be enforced against the participant.
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Det ermi nations Under the Exchange Offer

We will determine in our sole discretion all questions as to the validity,
form eligibility, time of receipt, acceptance of tendered old bonds and
wi t hdrawal of tendered ol d bonds. Our determination will be final and binding on
all parties. We reserve the absolute right to reject any old bonds not properly
tendered or any old bonds our acceptance of which would, in the opinion of our
counsel, be unlawful. W also reserve the right to waive any defect,
irregularities or conditions of tender as to particular old bonds. Qur
interpretation of the terms and conditions of the exchange offer, including the
instructions in the letter of transnmittal, will be final and binding on all
parties. Unless waived, all defects or irregularities in connection with tenders
of old bonds nust be cured within the time as we will determ ne. Although we
intend to notify holders of defects or irregularities with respect to tenders of
ol d bonds, neither we, the exchange agent nor any other person will incur any
liability for failure to give the notification. Tenders of old bonds will not be
deened made until the defects or irregularities have been cured or waived. Any
ol d bonds received by the exchange agent that are not properly tendered and as
to which the defects or irregularities have not been cured or waived will be
returned to the tendering holder, unless otherwi se provided in the letter of
transmttal, as soon as practicable follow ng the expiration date.

When W& W I I Issue New Bonds

In all cases, we will issue new bonds for old bonds that we have accepted
for exchange under the exchange offer only after the exchange agent timely
receives:

o old bonds or a tinmely book-entry confirmation of the old bonds into the
exchange agent's account at DTC;, and

o a properly conpleted and duly executed letter of transmttal and all
ot her required documents or a properly transmtted agent's nessage.

Return of O d Bonds Not Accepted or Excepted

If we do not accept any tendered old bonds for exchange for any reason
described in the terms and conditions of the exchange offer or if old bonds are
submitted for a greater principal amount than the hol der desires to exchange,
the unaccepted or non-exchanged ol d bonds will be returned w thout expense to
their tendering holder. In the case of old bonds tendered by book-entry transfer
into the exchange agent's account at DTC according to the procedures described
bel ow, the non-exchanged ol d bonds will be credited to an account neintained
with DTC. These actions will occur as pronptly as practicable after the
expiration or term nation of the exchange offer.

Your Representation to Us

By signing or agreeing to be bound by the letter of transmittal, you wll
represent to us that, anong other things:

o any new bonds that you receive are being acquired in the ordinary
course of your business;

o you have no arrangenent or understanding with any person or entity to
participate in any distribution of the new bonds;

o you are not engaged in and do not intend to engage in any distribution
of the new bonds;

o if you are a broker-dealer that will receive new bonds for your own
account in exchange for old bonds, you acquired those bonds as a result
of market-meking activities or other trading activities and you wll
deliver a prospectus, as required by law, in connection with any resale
of the new bonds; and

o you are not our "affiliate," as defined in Rule 405 of the Securities
Act .

Book- Entry Transfer

The exchange agent will establish an account with respect to the ol d bonds
at DTC for purposes of the exchange offer pronptly after the date of this
prospectus. Any financial institution participating in DTC s system may neke
book-entry delivery of old bonds by causing DIC to transfer the old bonds into
the e?change agent's account at DTC in accordance with DTC s procedures for
transfer.

Guar ant eed Delivery Procedures

If you wish to tender your old bonds but you cannot deliver the letter of
transmttal or any other required documents to the exchange agent or conply with
the applicable procedures under DTC s automated tender offer program prior to
the expiration date, you may still tender if:
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the tender is made through a menber firmof a registered national
securities exchange or of the National Association of Securities

Deal ers, Inc., a comercial bank or trust conpany having an office or
correspondent in the United States, or an eligible guarantor
institution;

prior to the expiration date, the exchange agent receives fromthe
menber firmof a registered national securities exchange or of the
Nati onal Association of Securities Dealers, Inc., conmercial bank or
trust conpany having an office or correspondent in the United States,
or eligible guarantor institution either a properly conpleted and duly
executed notice of guaranteed delivery by facsimle transm ssion, nail
or hand delivery or a properly transmtted agent's nessage and notice
of guaranteed delivery:

o setting forth your nanme and address, the registered nunber(s) of
your ol d bonds and the principal amount of old bonds tendered;

o stating that the tender is being nade thereby; and

o guaranteeing that, within three New York Stock Exchange tradi ng days
after the expiration date, the letter of transmttal or facsimle
thereof, together with the old bonds or a book-entry confirmation,
and any ot her documents required by the letter of transmttal wll
be deposited by the eligible guarantor institution with the exchange
agent;

the exchange agent receives the properly conpleted and executed |etter
of transmttal or facsinmle thereof, as well as a book-entry
confirmation, and all other documents required by the letter of
transmittal, within three New York Stock Exchange trading days after
the expiration date.

n request to the exchange agent, a notice of guaranteed delivery wll
ou if you wish to tender your old bonds according to the guaranteed
procedures described above.

W t hdrawal of Tenders
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Exchange

The
offer. Qu
of this p
exchange

ept as otherw se provided in this prospectus, you may withdraw your
any time prior to the expiration date.

a withdrawal to be effective:

the exchange agent nust receive a witten notice of w thdrawal at one
of the addressees |isted under "SUMVARY OF THE EXCHANGE OFFER- - The
Exchange Agent," or

you nust conply with the appropriate procedures of DTC s automated
tender offer program system

notice of withdrawal nust:

specify the name of the person who tendered the old bonds to be
w t hdrawn; and

identify the old bonds to be withdrawn, including the principal anpunt
of the old bonds.

ol d bonds have been tendered under the procedure for book-entry
descri bed above, any notice of withdrawal nust specify the name and
the account at DTC to be credited with the withdrawn old bonds and
conply with the procedures of DTC.

will deternmine all questions as to the validity, form eligibility and
ecei pt of notice of withdrawal, and our determi nation will be final and
n all parties. We will deem any old bonds so withdrawn not to have been
endered for exchange for purposes of the exchange offer.

ol d bonds that have been tendered for exchange but that are not

for any reason will be credited to an account nmintained with DTC for
onds. This crediting will take place as soon as practicable after

I, rejection of tender or term nation of the exchange offer. You nay
properly withdrawn ol d bonds by followi ng one of the procedures
underd"-—Procedures for Tendering" above at any time on or prior to
ation date.
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Agent

Bank of New York has been appointed exchange agent of the exchange
estions and requests for assistance and requests for additional copies
rospectus or of the letter of transmttal should be directed to the
agent addressed as follows:



By Registered Mail or Certified Mail

The Bank of New York

101 Barclay Street, 7E

New York, NY 10286
Attention: Carolle Mntreuil

By Tel ephone
(212) 815-5920

Fees and Expenses

By Overnight Courier

The Bank of New York

101 Barclay Street, 7E

New York, NY 10286
Attention: Carolle Mntreuil

By Facsimle
(212) 815-6339

We will bear the expenses of soliciting tenders. The principal

solicitation is being made by mail;

we may meke additional solicitation

by tel egraph, telephone or in person by our officers and regul ar enpl oyees and

those of our affiliates.

We have not retained any deal er- manager

in connection with the exchange

offer and will not make any paynents to broker-deal ers or other soliciting

acceptances of the exchange offer. We will,

however, pay the exchange agent

reasonabl e and customary fees for its services and reinburse it for its related
reasonabl e out-of - pocket expenses.

We will pay the cash expenses to be incurred in connection with the
exchange offer. They include:

o SEC registration fees;
o fees and expenses of the exchange agent and trustee;
o accounting and | egal fees and printing costs; and
o related fees and expenses.
Transfer Taxes

We will pay all transfer taxes, if any, applicable to the exchange of old
bonds under the exchange offer. The tendering hol der, however, will be required
to pay any transfer taxes, whether inposed on the registered holder or any other
person, if:

o certificates representing old bonds for principal amounts not tendered
or accepted for exchange are to be delivered to, or are to be issued in
the name of, any person other than the registered hol der of old bonds
tender ed;

o tendered old bonds are registered in the name of any person other than
the person signing the letter of transmttal; or

o a transfer tax is inposed for any reason other than the exchange of old
bonds under the exchange offer.

If satisfactory evidence of payment of any transfer taxes payable by a bond
hol der is not subnmitted with the letter of transmittal, the amount of the
transfer taxes will be billed directly to that tendering hol der.

Consequences of Failure to Exchange

If you do not exchange your ol d bonds for new bonds under the exchange
offer, you will remmin subject to the existing restrictions on transfer of the
ol d bonds, and the market for secondary resales is likely to be minimal. In
general, you may not offer or sell the old bonds unless they are registered
under the Securities Act, or if the offer or sale is exenpt fromregistration
under the Securities Act and applicable state securities |aws. Except as
required by the registration rights agreement, we do not intend to register the
ol d bonds under the Securities Act. Unless they are broker-dealers selling under
certain circunmstances, holders of old bonds will no |onger have any rights under
the registration rights agreement. Broker-dealers that are not eligible to
participate in the exchange of fer may have additional rights under the
registration rights agreement to facilitate the sale of their old bonds.
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Accounting Treatment

We will record the new bonds in our accounting records at the sane
carrying value as the old bonds, which is the aggregate principal anount of the
ol d bonds, as reflected in our accounting records on the date of exchange.
Accordingly, we will not recognize any gain or loss for accounting purposes in
connection with the exchange offer. Participation in the exchange offer is
voluntary, and you should carefully consider whether to accept. You are urged to
consult your financial and tax advisors in making your own decision on what
action to take.

Further Bond Acquisition
We may in the future seek to acquire untendered old bonds in open market
or privately negotiated transactions, through subsequent exchange offers or
ot herwi se. We have no present plans to acquire any old bonds that are not
tendered in the exchange offer or to file a registration statenent to permit
resal es of any untendered ol d bonds.
34
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SELECTED FI NANCI AL DATA



Qur selected financial data is presented bel ow and consists of our summary
bal ance sheet information as of December 31, 1999, which should be read in
conjunction with "MANAGEMENT' S DI SCUSSI ON AND ANALYSI' S OF FI NANCI AL CONDI TI ON
AND RESULTS OF OPERATIONS" and with our financial statenents appearing el sewhere
in this prospectus. We began construction of our facility in June 1999 and,
since we are in the devel opment stage, we currently have no operating revenues.
Al'l construction costs and all project devel opment costs have been capitalized
and will continue to be capitalized until the comrencenment of commerci al
operation of our facility. Accordingly, only balance sheet data is presented and
no ratio of earnings to fixed charges has been conputed since it would not be
neani ngful . The bal ance sheet information as of December 31, 1999 and the
statement of operations for the period ended December 31, 1999 have been derived
fromour financial statements which have been audited by Deloitte & Touche LLP,

i ndependent public accountants, whose report appears el sewhere in this
prospectus.

AES Ironwood, L.L.C
(Devel opnent Stage Enterprise)
As of and for the period ended Decenber 31, 1999

(t housands)

Assets

Current Assets $23, 638
Investnents Held by Trustee (1) 68, 145
Land 528
Construction in Progress 244,563
Deferred Financing Costs 2,447
Certificate of Deposit 385
Ot her Assets 317
Total Assets $340, 023

Liabilities & Menber's Deficit

Current Liabilities $23, 928
Bond Fi nanci ng 308, 500
Ot her Long-Term Liabilities 10, 236
Menber's Deficit (2,641)
Total Liabilities & Member's Deficit $340, 023

Operating Expenses:

General and Administrative Expenses $ 169
Net Operating |oss $ 169
Interest |ncone 3,283
I nterest Expense (5, 755)
NET LOSS $(2, 641)

Cash Paid for Construction
in Progress Since Inception $212, 526

(1) This anpunt consists of funds held pending expenditure by us for
construction of our facility, interest payments to bondhol ders during the
construction period, and investnent earnings thereon.
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MANAGEMENT' S DI SCUSSI ON AND ANALYSI S OF FI NANCI AL CONDI Tl ON
AND RESULTS OF OPERATI ONS
Gener al

We were fornmed on COctober 30, 1998 to devel op, construct, own, operate and
maintain our facility. We were dormant until June 25, 1999, the date of the sale
of the old bonds. W are in the devel opnent stage and have no operating
revenues. We obtai ned $308, 500,000 of project funding fromthe sale of the old
bonds. The total cost of the construction of our facility is estimated to be
approxi mately $359 million, which will be financed by the proceeds fromthe sale
of the old bonds and the equity contribution described bel ow.

Qur facility is still under construction and we expect it to be conpleted
and operational by approximtely June 30, 2001.

Equity Contributions



Under the equity subscription agreenent, AES |Ironwood, Inc. is obligated
to contribute up to approxinmately $50.1 million to us to fund project costs. AES
I ronwood, Inc.'s obligation to make the contributions is, and will be, supported
by an acceptable letter of credit or an acceptabl e bond.

Resul ts of Operations

For the period from June 25, 1999 (inception) through Decenmber 31, 1999,
costs in the ampunt of $244,563,000 pertaining to the cost of the construction
of our facility have been capitalized as Construction Work in Progress and are
included as assets on the bal ance sheet. Interest capitalized during this period
was approxinmately $8.4 million. The cost of purchasing land for construction of
our facility has been separately identified on the balance sheet.

From June 25, 1999 through Decermber 31, 1999, general and administrative
costs of $169,000 were incurred. These costs did not directly relate to
construction and are included as expenses in the Statement of Operations.

A portion of the proceeds fromthe sale of the old bonds have not yet been
expended on construction and were invested by the trustee. The interest inconme
earned on these invested funds is included in the Statement of Operations.

The interest expense incurred on the portion of the old bond proceeds
expended during the construction period is capitalized to Construction in
Progress and is included on the bal ance sheet. Interest expense incurred on the
ol d bond proceeds not spent on construction of our facility are included as
interest expense in the Statenent of Operations.

For the period from June 25, 1999 through December 31, 1999,
non-capitalizable costs plus interest expense and | ess interest income resulted
in a net loss on the December 31, 1999 Statenent of Operations of approximately
$2.6 million. The results of operations may not be conparable with the results
of operations during future periods, especially when our facility begins
commerci al operations in 2001.

Liquidity and Capital Resources

We believe that the net proceeds fromthe sale of the old bonds, together
with the equity contribution, will be sufficient to (1) fund the engineering,
procurenent, construction, testing and conmi ssioning of our facility until it is
pl aced in comercial operation, (2) pay certain fees and expenses in connection
with the financing and devel opment of our project and (3) pay project costs,
including interest on the bonds. After our facility is placed in commrercial
operation, we will depend on our revenues under the power purchase agreenent,
and after the power purchase agreement expires, we wll depend on nmarket sales
of electricity.

In order to provide liquidity in the event of cash flow shortfalls, the
debt service reserve account wll contain an anount equal to the debt service
reserve account required bal ance through cash funding, issuance of the debt
service reserve letter of credit or a combination of the two.

As of December 31, 1999, apart from commitnents totalling $238, 000, 000
arising fromthe construction of our facility, we have conmmitted to two
addi tional capital expenditures totaling $5.7 million. One is for a pipeline for
$2.5 million and the other is for a punping station for $3.2 mllion. W expect
to pay these amounts in fiscal year 2000. These anpunts are expected to be paid
out of the proceeds fromthe sale of the old bonds and the equity contribution.

Busi ness Strategy and CQutl ook

Qur overall business strategy is to market and sell all of its net
capacity, fuel conversion and ancillary services to Wllians Energy during the
termof the power purchase agreenent. After expiration of the power purchase
agreement,
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we anticipate selling our facility's capacity, ancillary services and energy
under a power purchase agreenent or into the PJM power pool market. We intend to
cause our facility to be managed, operated and nmeintained in conpliance with the
project contracts and all applicable |egal requirenents.
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OUR BUSI NESS
Gener al

We are a Delaware limted liability conpany forned to devel op, construct,
own, operate and nmintain our project and manage the production of electric
generating capacity, ancillary services and energy at our facility. After the
commerci al operation date, our sole business will be the ownership and operation
of our project. We own the |and on which our facility will be |ocated. Qur
facility will be designed, engineered, procured and constructed for us by
Si enens Westinghouse Power Corporation on a fixed-price, turnkey basis under the
construction agreenment. Siemens Westinghouse will provide conbustion turbine
nei nt enance services and spare parts with respect to our facility for an initial
term of between eight and 10 years, depending on the tim ng of schedul ed
outages, under the maintenance services agreenent. AES Prescott, a wholly-owned
subsidiary of The AES Corporation, will provide devel opment, construction
managenent and operations and mai ntenance services for the project under the



operations agreement.

We have entered into a power purchase agreement for a termof 20 years
under which Wlliams Energy has conmitted to purchase all of the net capacity,
fuel conversion and ancillary services of our facility. Net capacity is the
maxi mum amount of electricity generated by our facility net of electricity used
at our facility. Fuel conversion services consist of the conbustion of natural
gas and fuel oil in order to generate electric energy. Ancillary services
consi st of services necessary to support the transm ssion of capacity and
energy. Wlliams Energy is obligated to supply us with all natural gas and/or
fuel oil necessary to provide net capacity, fuel conversion services and
ancillary services under the power purchase agreement. We anticipate that during
the termof the power purchase agreement substantially all of our revenues wll
be derived from paynments made under the power purchase agreenent.

Qur Property

Since we are a devel opnent stage conpany, our principal property is the
land for the facility site, which we own. The facility site is located in South
Lebanon Townshi p, Lebanon County, Pennsylvania on an approximately 35-acre
parcel of land. We have access, utility, drainage and construction easenents
across nei ghboring property. W are able to use these easenents as long as there
is no default under the agreenents with the owner of the adjacent property and
we are using the facility site for a power plant. We intend to construct a
railspur to facilitate the transportation of heavy equipnent to the facility
site, but will not mamintain rights in the railspur after construction has been
conpl eted. W& have title insurance in connection with our property rights.

Under the indenture and the other related financing docunents, our rights
and interests in our property rights are encunbered by nortgages, security
agreenments, collateral assignnments and pledges for the benefit of the
bondhol ders and other senior creditors.

For a description of our facility, see "PROSPECTUS SUMVARY--Qur Facility."

Conpetition

Under the power purchase agreement, WIllians Energy will be required to
purchase all of our facility's capacity and energy. Therefore, during the term
of the power purchase agreement, conpetition from other capacity and energy
providers will only become an issue if WIIlianms Energy breaches its agreenment
and ceases to purchase our capacity and energy or the power purchase agreenent
is otherwise terminated or not perfornmed in accordance with its terms. Follow ng
the termof the power purchase agreement, we anticipate selling our facility's
net capacity, ancillary services and energy under a power purchase agreenent or
into the PJM power pool market. At that tine, we will face conpetition from
other generating facilities selling into the PIJM power pool narket including,
possi bly, other facilities owned by The AES Corporation or its affiliates.

Enpl oyees

Ot her than the officers listed under "OUR MANAGEMENT- - Managenent”, we have
no enpl oyees and do not anticipate having any enployees in the future. Under the
operations agreenent, AES Prescott will nmanage the devel opnent and construction
of and will operate and nmintain our facility. The direct |abor personnel and
the plant operations managenent will be enployees of The AES Corporation
provided to AES Prescott under the services agreenent.

I nsurance

As owner of our facility, we will maintain a conprehensive insurance
program as required under the indenture and underwitten by recognized insurance
conpani es. Anmong ot her insurance policies, we will maintain commrercial
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general liability insurance, permanent property insurance for full replacenent
val ue of our facility and business interruption insurance covering at |east 12
nont hs of debt service and fixed operation and mai ntenance expenses. W have
gbt gi ned title insurance in an anount equal to the principal anount of the
onds.

AES Prescott, as operator of our facility, will naintain, anmong other
i nsurance policies, workers' conpensation insurance, or evidence of
sel f-insurance, if required, and conprehensive autonobile bodily injury and
property damage liability insurance.

Legal Proceedings
We are not party to any |egal proceedings.

Permits and Regul atory Approvals

AES Prescott, as operator of our facility, and AES Ironwood, L.L.C., as
owner of our facility, nust conply with numerous federal, state and |ocal
regul atory requirements including environnental requirenents in the operation of
our facility. The material regulatory permits and authorizations that we nust
obtain for construction and operation are described in the independent
engineer's report, which is attached as Annex B to this prospectus.

On March 31, 1999, we received a certification fromFERC that we are an
Exenpt Wol esal e Generator. Certification as an exenpt \Wol esal e Generator
exenpts us fromregulation under the Public Utility Hol ding Conpany Act of 1935.
We w il maintain this status so long as we continue to nake only whol esal e sal es
of electricity, which we intend to do. Prior to comercial operation, we will be
required to file the power purchase agreenent with FERC and obtain approval for
the rates contained therein. W anticipate filing with FERC and obtaining the
approval prior to the end of 2000. W namy al so need to obtain FERC approval for
sales of electricity at market-based rates after the power purchase agreenent is



no longer in effect.

On March 29, 1999, we received our Prevention of Significant Deterioration
Permit, or "air permt", fromthe Pennsylvania Department of Environmental
Protection. The appeal period in respect of the air pernmit expired on May 3,
1999 and no appeal was filed. The air pernmt requires that our facility be
constructed in a manner that will allowit to neet specified linmitations on
eni ssions of air pollutants. Under the construction agreenent, Sienens
Westinghouse is required to construct our facility to neet these requirenments.

We are subject to a number of statutory and regul atory standards and
required approvals relating to energy, |abor and environnental |aws. Although
the necessary environnental pernits for the cormencenent of construction of our
facility have been obtained, we are required to conply with the terms of our
environnmental permits and to obtain other pernmits for the construction and
operation of our facility. Several of the permits have not yet been obtained,
and some cannot be obtained until operation of our facility has commenced. Under
specific circumstances, delay in receipt of or failure to obtain the pernits
coul d del ay conpletion of the construction of our facility or prevent the
operation of our facility, however, we do not expect any delay or failure to
obtain these pernits to materially delay conpletion of construction or operation
of the facility.

Sone pernmits that we have obtained in connection with our facility will
require amendnent prior to conmercial operation of our facility and others will
require renewal or reissuance during the life of our facility. Wile we have no
reason to believe that the permits cannot be amended or will not be renewed or
rei ssued, our inability to anend, renew or obtain reissuance of these permits in
1Ehe(lf.uture could cause the suspension of construction or operation of our

acility.

The permits that have been obtained and that will be obtained contain
ongoi ng requirenments. Failure to satisfy and maintain any the pernit conditions
or other applicable requirements could delay or prevent conpletion of the
construction of our facility, prevent the operation of our facility and/or
result in additional costs. See "ANNEX B: | NDEPENDENT ENG NEER S
REPORT- - Envi ronnent al and Permitting."
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OUR MANAGEMENT
Managenent

We are a Delaware limted liability conpany and have no enpl oyees other
than our officers. Qur officers receive no conpensation for their services to us
or for any transaction between us and any of our affiliates. W are managed by
our Board of Directors under the ternms of our Limited Liability Conpany
Agreenent, dated as of Novenber 1, 1998. The following table sets forth the
names, ages and positions of our directors and executive officers and their
positions with us. Qur directors are elected annually and each el ected director
hol ds office until the director's successor is elected and qualified or the
director resigns or is renoved. Cur officers are elected fromtime to time by
vote of the Board of Directors.

Name Age Posi tion(s)

John Ruggirello............... 49 Presi dent

Barry Sharp................... 40 Director, Vice President and
Chi ef Financial Oficer

W liam Luraschi.............. 36 Vice President and Secretary

Patricia Rollin............... 38 Vice President

Stephen Dahm ................. 54 Vi ce President

Kevin Polchow................. 38 Vice President

Bart Rossi.................... 51 Vice President

W liam Hoagland.............. 39 Treasurer

Maureen Shearer............... 36 Assi stant Secretary

Dennis Bakke.................. 54 Di rector

Roger Naill................... 52 Director

John Ruggirello, 49, has served as President of AES |ronwood, L.L.C.
since Novenber 1998. He is Senior Vice President of The AES Corporation.
M. Ruggirello also serves as the President of AES Enterprise, a business
devel opnent and pl ant operations division serving the Md-Atlantic United
States since 1994. Prior to his current position, M. Ruggirello was plant
manager of AES Beaver Valley. M. Ruggirello spends approximtely 20% of
his time in his capacity as Senior Vice President of The AES Corporation.

Barry Sharp, 40, has served as Director, Vice President and Chief
Financial Officer of AES Ironwood, L.L.C. since November 1998. He is currently
Senior Vice President and Chief Financial Oficer of The AES Corporation. He
joined The AES Corporation as Director of Finance and Adninistration in 1986.
Prior to The AES Corporation, he held various positions with Arthur Anderson &
Conpany and Marriott. M. Sharp spends approximately 95% of his tinme in his
capacity as Senior Vice President and Chief Financial Officer of The AES
Cor por ati on.

W I liam Luraschi, 36, has served as Vice President of AES Ironwood, L.L.C.
since Novenber 1998. He is currently Vice President, Secretary and General
Counsel of The AES Corporation. He joined The AES Corporation as General Counsel
in 1995. Prior to joining The AES Corporation, he was an attorney at the |aw
of fices of Chadbourne and Parke. M. Luraschi spends approxi mately 95%f his
time in his capacity as Vice President, Secretary and General Counsel of The AES
Cor por ati on.

Patricia Rollin, 38, has served as Vice President of AES Ironwood, L.L.C
since Novenber 1998. She is also a Vice President of AES Enterprise. She served
as Director of Investor Relations of The AES Corporation from 1994 through 1995.



She joined The AES Corporation Corporate Strategic Planning in 1984.

St ephen Dahm 54, has served as Vice President of AES Ironwood,
L.L.C. since Novermber 1998. He is a Project Director of AES |Ironwood,
L.L.C. Prior to joining AES Ironwood, L.L.C., he served as Vice President
and Project Director for AES Lal Pir and PakGen. M. Dahm joined The AES
Corporation in 1994 after 18 years with Bechtel.

Kevin Pol chow, 38, has served as Vice President of AES Ironwood, L.L.C.
since Novenber 1998. M. Polchow is currently the Tax Director of The AES
Corporation. He assunmed that position in 1994. Prior to joining The AES
Corporation, M. Polchow served as a Senior Manager at Deloitte & Touche LLP.

Bart Rossi, 51, has served as Vice President of AES Ironwood, L.L.C
since Novenber 1998. M. Rossi is currently a Project Engineering Director at
The AES Corporation. He assumed that position in 1996. Prior to joining The
AES Corporation, M. Rossi served as a Chief Engineer for Ebasco Services,
Inc.
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W | |iam Hoagl and, 39, has served as Vice President of AES Ironwood,
L.L.C. since Novermber 1998. M. Hoagland is currently Director of Finance
and Admini stration of The AES Corporation and has held that position since
1994. Prior to joining The AES Corporation, M. Hoagland was an auditor at
Del oitte & Touche LLP.

Maur een B. Shearer, 36, has served as Secretary of AES |Ironwood, L.L.C.
since Novenber 1998. She is currently Corporate Paral egal of The AES
Corporation and has held that position since 1995. She joined The AES
Corporation as an Executive Assistant in 1989. Prior to joining The AES
Corporation, Ms. Shearer served active duty with the U S. Coast Guard.

Denni s Bakke, 54, has served as Director of AES Ironwood, L.L.C. since
Novenber 1998. He is currently the President and CEO of The AES Corporation. He
assunmed this position in 1994. He becane the President and Chief Operating
O ficer of The AES Corporation in 1987 and served as Executive Vice President
from 1981 to 1987. M. Bakke spends approximately 95% of his time in his
capacity as President and CEO of The AES Cor poration.

Roger F. Naill, 52, has served as Director of AES Ironwood, L.L.C
since Novenber 1998. He is Senior Vice President of The AES Corporation and
heads The AES Corporation Corporate Strategic Planning G oup. He assuned
that position in 1981. M. Naill spends approximately 95% of his time in his
capacity as Senior Vice President of The AES Corporation.

Each of the officers and directors |isted above is currently an officer,
director or enployee of The AES Corporation or an affiliate of The AES
Corporation and receives conpensation from The AES Corporation or the affiliate.
We are not a party to any agreement with The AES Corporation or its affiliates
governing the conpensation paid to our officers, directors or enployees. These
persons are paid by The AES Corporation or its affiliates, as applicable, in the
normal course of their enploynent with the relevant party. No cash or non-cash
conpensation is currently proposed to be paid in the current cal endar year by
AES |Ironwood, L.L.C. to any of the officers and directors |isted above.
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CERTAI N RELATI ONSHI PS AND RELATED TRANSACTI ONS
Certain Affiliations

We, AES Ironwood, Inc. and AES Prescott are each wholly-owned indirect
subsi di ari es of The AES Corporation. The AES Corporation has agreed to provide
AES | ronwood, Inc. sufficient funds for AES Ironwood, Inc. to contribute up to
$50, 149,285 to us to fund project costs under an equity subscription agreenent.
Qther than the equity subscription agreement, the only other business we intend
to transact with any of our affiliates is an operations agreenment with AES
Prescott.

Ot her Rel ationships and Rel ated Transactions

The AES Corporation. The AES Corporation is a |eading global power conpany
committed to supplying electricity in a socially responsible way. The AES
Corporation currently has assets in excess of $10 billion and enpl oys

approxi mately 44,500 people around the world. Under a services agreenent, The
AES Corporation will supply to AES Prescott all of the personnel and services
necessary for AES Prescott to conply with its obligations under the operations
agreement .

AES Ironwood, Inc. AES Ironwood, Inc. is a Delaware corporation and a
whol | y-owned subsidiary of The AES Corporation. AES Ironwood, Inc. currently
has no operations outside of its activities in connection with our project
and does not anticipate undertaking any operations not associated with our
project. AES Ironwood, Inc. owns all of the ownership interests in our
conpany and AES Prescott and, under the pledge agreenent, AES |Ironwood, I|nc.
has pl edged to the collateral agent all of its ownership interests in our
conpany.

AES Prescott, L.L.C.. AES Prescott is a Delaware linmted liability conpany
and whol | y-owned subsidiary of AES Ironwood, Inc. and was established on October
30, 1998. We have entered into the operations agreenent with AES Prescott under
whi ch AES Prescott will manage the devel opment and construction of and will
operate and maintain our facility. M ninum anpbunts payabl e under the operations
agreement during the construction period are $125,000 per nonth. Once commerci al
operation is achieved, payments for operation managenent services will be
approxi nately $400, 000 per quarter. The direct |abor personnel and the plant



operations management will be provided to AES Prescott by The AES Corporation
under the services agreement entered into by AES Prescott and The AES
Cor por ati on.
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SUMVARY OF PRI NCI PAL PRQIECT CONTRACTS

The following chart sets forth the parties to our project contracts and
each contract is described in nore detail bel ow

<TABLE>
<S> <C> <C

I nc. | |
R R EEETEY | |
| |
! | ! | |
Power Purchase | | Oper ati ons Agreenent
Agr eenent
R T T L ACEEL L PP I--=-| 1 e B GO I EL PR
W 1lianms Energy | | | | AES Prescott, L.L.C.
Marketing & Trading | | | |
Conpany I I I [
R bRt N |
| AES | ronwood, |
. | T o
Construction Contract |---|-------------cc------- |--] Interconnection Agreenent
| l | ! |
Si emens Westinghouse | | | | Met ropol i tan Edi son
Power Cor poration | | | | Conpany
" mmmeeeeetecceoioon | | I L LEREEELEEEPEE R
| | |
! | l | ! | |
Mai nt enance Services | | | | Effluent Supply Agreement
Agr eement | |
L S L SELLATES I--=-| 1 D A L E O
Si emens Westinghouse | | | City of Lebanon Authority
Power Cor poration | |

|
Guar anty | | | | Real Estate Agreenents

I | |
LTS RIS | e B P A ALRELELEREE
Si emens Corporation | | Pennsy Supply, Inc
e e | | __________________________
</ TABLE>

The fol l owing sunmaries contain the material ternms of the principal
project contracts. All capitalized terms used in the followi ng sunmaries and not
otherwi se defined in this prospectus have the nmeanings given to themin Annex A
to this prospectus.

Power Purchase Agreenent

We have entered into an Anended and Restated Power Purchase Agreenent,
dated as of February 5, 1999, with Wlliams Energy for the sale to Wllians
Energy of all of the electric energy and capacity produced by our facility as
wel | as ancillary services and fuel conversion services.
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Term

The term of the power purchase agreenment extends for 20 years after the
first contract anniversary date, which is the last day in the nonth in which the
commerci al operation date occurs. The commercial operation date occurs when

o the Initial Start-Up Testing of our facility has been
successful Iy conpl eted,

o we have received all approvals from PJM | nterconnection,
L.L.C., which is the independent system operator that operates
the Transni ssion Systemto which our facility will
interconnect, and

o we have obtained all required pernmits and authorizations for
operation of our facility.

If the commercial operation date has not occurred by June 30, 2001 for
any reason, including the continued existence of or delay caused by a force
mej eure event affecting us, other than any delay caused by any act or failure to
act by Wllianms Energy or any of its affiliates where the action is required
under the power purchase agreement, W Illians Energy will have the right to



termnate the power purchase agreenent. We, however, can extend the commercial
operation date to Decenber 31, 2001 (1) if we provide an opinion froma
third-party engineer that the commercial operation date will occur no later than
Decenber 31, 2001 (the "Free Extension Option"), or (2) by giving WIllians
Energy written notice of such extension no later than April 30, 2001, and paying
to WIlliams Energy a specified anount (for which we believe we have nade
adequat e provisions in the project budget) by no later than June 30, 2001 (the
"First Paid Extension Option").

If we qualify for the Free Extension Option or elect the First Paid
Ext ension Option, if the comercial operation date has not occurred by the Final
CO Date for any reason, other than as a result of a delay in exercising an
interconnection agreenent or any act or failure to act by WIlians Energy or any
of its affiliates, where the action is required under the power purchase
agreement, W/llians Energy will have the right to term nate the power purchase
agreement. We, however, can extend the Final CO Date to and including Decenber
31, 2002 by giving WIllianms Energy witten notice of the estinmated extension
required no later than October 31, 2001 and paying to W/l liams Energy certain
speci fied amounts for each day of such extension (the "Second Paid Extension

Option").

If we elect the Second Paid Extension Option and the commerci al
operation date does not occur by Decenber 31, 2002 for any reason whatsoever,
including the continued existence of or delay caused by a force nmjeure event
affecting us, other than as a result of a delay in exercising an interconnection
agreement or any act or failure to act by Wllianms Energy or any of its
affiliates where the action is required under the power purchase agreenent,

Wl liams Energy will have the absolute right to terminate the power purchase
agreement .

Purchase and Sal e of Capacity and Services

During the term commencing with the commercial operation date, we nust
sell and nmake available to WIIlianms Energy on an exclusive basis, and WIIianms
Energy nust purchase and pay for, our facility's net capacity and ability to
generate electric energy.

In addition, during the term comencing with the comercial operation
date, we nust performfor WIIlians Energy on an exclusive basis, and WIllians
Energy nust purchase and pay for, fuel conversion services, which consist of the
generation of electric energy fromfuel provided by WIlians Energy.

Fuel Conversion and Other Services

As instructed by us, WIlians Energy nust deliver or cause to be
delivered to us at the Gas Delivery Point and O | Delivery Point on an exclusive

basis all quantities of natural gas and fuel oil, respectively, as we required:
o to generate Net Electric Energy and/or ancillary services,
o to perform Start- Ups,
o to perform Shutdowns, and
o to operate our facility during any period other than a

Start-Up, Shutdown or Dispatch Period for any reason.

W liams Energy will be responsible for the construction of all Gas
Interconnection Facilities. If the Gas Interconnection Facilities have not been
constructed and/or Wl lianms Energy is unable for any reason to deliver natural
gas to our facility by the date that our facility would otherwi se be prepared to
begin Initial Start-Up Testing, and but for the failure to provide the natural
gas our facility is otherwi se ready, or would otherw se have been ready, to
begin the
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testing, then WIllians Energy nust commence making paynents to us for each day
of delay beginning on the Start-Up Testing Date and continuing until the date
that natural gas is delivered to our facility for Initial Start-Up Testing, in
an amount for each day of delay which is equal to one-thirtieth of the
applicable total fixed payment. Upon the expiration of the power purchase
agreement or any termination of the power purchase agreement as the result of
Wl lianms Energy's default, we will have the right to purchase the Gas

I nterconnection Facilities fromWII|iams Energy, or if WIIliams Energy does not
own the Gas Interconnection Facilities, WIIlians Energy nust assign to us all of
its rights to transportation services using the Gas Interconnection Facilities.

W liams Energy will be responsible for the cost of procurenent and
installation of the Q1 Metering Equipment. WIllians Energy will be solely
responsi ble for all costs and expenses related to the supply and transportation
of natural gas and fuel oil to the Gas Delivery Point and O | Delivery Point,
respectively. We will be responsible for all costs and expenses related to the
transportation of natural gas and fuel oil at and fromthe Gas Delivery Point
and O | Delivery Point to our facility. At our request, instead of delivering
fuel oil to the applicable O Delivery Point, WIlians Energy nust deliver or
cause to be delivered the quantities of fuel oil as requested to any off-site
storage facility approved by Wlliams Energy and delivery to that site will be
deened delivery to the G| Delivery Point. We will be responsible for all costs
and expenses related to the transportation of the fuel oil fromthe off-site
storage facility to our facility.



We will be responsible for the installation, operation and mai ntenance
at the facility site, at our sole cost and expense, of fuel oil storage tank(s)
capabl e of storing a volune of usable fuel oil sufficient to operate our
facility at maximum facility capacity output for two continuous days. W will
not be obligated to operate our facility on fuel oil for nore than an operating
hour equivalent that is consistent with our air permt.

Pricing and Paynents

For each nmonth of the termafter the commercial operation date,
W lianms Energy nust pay us for our facility's net capacity, successful
Start-Ups and associ ated Shutdowns, other services and fuel conversion services
at the applicable rates described in the power purchase agreenment. Each nonthly
payment by W/ liams Energy will consist of a total fixed payment, a fuel
conversi on payment and a start-up paynent. The total fixed payment, which is
payabl e regardl ess of facility dispatch by Wllians Energy but is subject to
adj ust ment based on facility availability, is calculated by nultiplying a fixed
capacity rate for each contract year by our facility's net capacity in the
billing nonth and is anticipated to be sufficient to cover our debt service and
fixed operating and maintenance costs and to provide us a return on equity. The
fuel conversion paynent is intended to cover our variable operating and
nmai nt enance costs and escal ates annual ly based on an escal ation index described
in the power purchase agreenent. In addition, we may receive heat rate bonuses
or be required to pay heat rate penalties.

Prior to the comrercial operation date, and during specific facility
tests thereafter, we will purchase natural gas fromWII|ianms Energy. WIlians
Energy will sell to us the natural gas at prices specified in the power purchase
agreement, and we will sell to Wllians Energy at the Electric Delivery Point
any Net Electric Energy produced during those periods at 90% of the Energy
Mar ket Clearing Price.

Wl liams Energy will be entitled to an annual fuel conversion vol une
rebate if its dispatch of our facility exceeds specified | evels and specified
nont hly non-di spatch payments if, under specific circumstances, our facility is
not available for dispatch. All fuel conversion volume rebate paynents and
non-di spatch payments nust be made to W Ilianms Energy after debt service and
speci fied other payments but prior to any distribution to holders of the equity
interests in our conpany. Fuel conversion volume rebate paynments nust be paid to
Wl lianms Energy within 30 days after the end of the contract year in which the
payments have been earned and non-di spatch payments nust be paid to WIIlianms
Energy within 20 days after the end of the nonth on which a paynent obligation
arises. Fuel conversion volume rebate payments and any non-di spatch paynments
owed to Wlliams Energy and not paid when due nust be paid, together with
igt erest, when funds becone available to us at the priority |level described
above.

Proj ect Devel opnent

Qur facility will be located at the facility site. If we are unable to
obtain all required pernmits and approvals for the site within one year after the
execution date of the power purchase agreenment, however, the parties nust in
good faith seek to identify a nutually agreeable alternative site within the PIM
power pool market to be acquired by us as a location for our facility.
Furthernore, if the alternate site is not agreed to by the parties within an
addi ti onal one-year period, the power purchase agreenent will termnate with no
further liability to either party.

We nust provide to WIllians Energy within 10 days after the conpletion

of Initial Start-Up Testing, pertinent witten data substantiating our
facility's capability to provide net capacity.
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We nust, at our own cost and expense, obtain as and when required all
approval s, pernmits, licenses and other authorizations from governnental
authorities as may be required to construct, operate and maintain our facility,
the Interconnection Facilities and Protective Gas Apparatus and to perform our
obligations under the power purchase agreenment, and during the term we nust
obtain all additional governmental approvals, pernits, |icenses and
aut hori zations as may be required with respect to our facility as soon as
practicable.

Initial Start-Up Testing; Commercial Operation

We nust provide to WIllians Energy (1) witten notice, at |east 30 days
in advance, of the expected commercial operation date and (2) a copy of the
notice of comercial operation within five days after the commercial operation
date. W/l liams Energy will have the right to be present at Initial Start-Up
Testing of our facility.

I nterconnecti on and Metering Equi pnent

At our sole cost and expense, we will own and design, construct,
install and maintain, or be responsible for the design, construction,
installati on and mai ntenance of our facility, the Interconnection Facilities and
Protective Gas Apparatus needed to generate and deliver Net Electric Energy



and/or ancillary services to the Electric Delivery Point in order to fulfill our
obligations under the power purchase agreenment, including all |Interconnection
Facilities and Protective Gas Apparatus that may be |ocated at any switchyard
and/ or substation to be built at our facility. Qur facility, the Interconnection
Facilities and Protective Gas Apparatus nust be designed, constructed and
conpleted in a good and wor kmanl i ke manner and in accordance with accepted
electrical practices, with respect to our facility and Interconnection
Facilities, or in accordance with standard gas industry practices, with respect
to Protective Gas Apparatus, so that the expected useful life of our facility,
the Interconnection Facilities and Protective Gas Apparatus w ||l be not |ess
than the termof the power purchase agreenent.

We will be solely responsible for the negotiation and execution of the
i nterconnecti on agreenent wth Metropolitan Edi son under which Metropolitan
Edi son will own and be responsible for the Electric Metering Equi pment and the
design, installation, construction and neintenance of the electrical facilities
and protective apparatus, including any transm ssion equi pnent and rel ated
facilities, necessary to interconnect Metropolitan Edison's electrical system
with our facility at the Electric Delivery Point. WIIlians Energy nust reinburse
us for the reasonable Metropolitan Edison costs (i.e., transmission facility
upgr ades, Metropolitan Edison protective apparatus and other equi pment,
Metropolitan Edison electric neters, and Metropolitan Edison costs for PJM and
other required interconnection-related studies) incurred, or to be reinbursed,
by us under the interconnection agreement up to a nmeximum amount which is in
excess of the costs anticipated to be incurred by us under the interconnection
agreement .

W liams Energy will be responsible for the installation, maintenance
and testing of the Gas Metering Equipnent, to the extent not otherw se
install ed, maintained and tested by the supplier of gas transportation services,
and O | Metering Equipment, as reasonably approved by us.

Al'l Electric Metering Equi pment, Gas Metering Equi pment and O |
Met eri ng Equi pnent, whether owned by us or by a third party, nust be operated,
nei ntai ned and tested in accordance with accepted electrical practices, in the
case of the Electric Metering Equi pment, and in accordance with applicable
industry standards, in the case of the Gas Metering Equi pnent and O | Metering
Equi pment .

Operation; Dispatch

Qur facility, the Interconnection Facilities and the Protective Gas
Appar atus nust be operated in accordance with accepted electrical practices and
applicable requirements and guidelines reasonably adopted by Metropolitan Edison
fromtime to time and applied consistently to Metropolitan Edison's electric
generating facilities, with respect to our facility and Interconnection
Facilities, or in accordance with standard gas industry practices, with respect
to Protective Gas Apparatus. If a conflict between the ternms and conditions of
the power purchase agreement and Metropolitan Edison requirenments, Metropolitan
Edi son requirenents will control.

We nust operate our facility in parallel with Metropolitan Edison's
electrical systemw th governor control and the Net Electric Energy to be
delivered by us under the power purchase agreenent nust be three-phase, 60
hertz, alternating current at a noninal voltage acceptable to Metropolitan
Edi son at the Electric Delivery Point, nust not adversely affect the voltage,
frequency, waveshape or Power Factor of power at the Electric Delivery Point and
nust be delivered to the Electric Delivery Point in a manner acceptable to
Met ropol i tan Edi son.

The power purchase agreenent acknow edges that Metropolitan Edison has
the right to require us to disconnect our facility from Metropolitan Edison's
electrical system or otherwise curtail, interrupt or reduce deliveries of Net
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El ectric Energy, for specific safety or emergency reasons. If our facility has
been di sconnected for these reasons, WIllians Energy will continue to be
obligated to make total fixed payments for at |east 24 hours after the
occurrence of the disconnection of our facility by Metropolitan Edison.

We nust use commercially reasonable efforts to pronptly correct any
condition at our facility which necessitates the disconnection of our facility
from Metropolitan Edison's electrical systemor the reduction, curtailment or
interruption of electrical output of our facility.

W liams Energy will have the exclusive right to schedule the operation
of our facility or a unit in accordance with the provisions of the power
purchase agreenent so long as the scheduling is consistent with the design
limtations of our facility, applicable |aw, regulations and pernmts, and
manuf acturers' reasonabl e recomendations for operating limts with respect to
our facility and nmajor conponents.

During Initial Start-Up Testing and up to two tines each year
thereafter, we nust denonstrate, in accordance with the then-applicable criteria
of PIJM applicable generally to independent power and Metropolitan Edison
generating facilities in PIMof similar technology, the capability of our



facility to produce and maintain, as required for the denonstration, our
facility's net capacity.

Mai nt enance

At all times during the termof the power purchase agreement, we nust,
at our sole cost and expense, maintain our facility, the Protective Gas
Appar atus, and, consistent with the ternms of the interconnection agreenent, the
I nterconnection Facilities. Mintenance nust be performed in accordance with
accepted electrical practices, with respect to our facility and Interconnection
Facilities, or in accordance with standard gas industry practices, with respect
to Protective Gas Apparatus, and nmanufacturers' recommended mai ntenance
procedures and in accordance with the maintenance provisions of the power
purchase agreenent.

Metering, Billing, Paynent and Taxes

Net Electric Energy delivered by us to Wlliams Energy nust be netered
at the Electric Delivery Point, using Metropolitan Edison's Electric Metering
Equi prent on an hour-by-hour basis, or any shorter intervals as nay be necessary
to inplement the power purchase agreenment, are technically feasible using the
netering equi pnent, and are agreed to by Metropolitan Edison.

We nust provide to WIlians Energy a nonthly statement using
Metropolitan Edison's neters, or back-up Electric Metering Equi pnent installed
by us if Metropolitan Edison's electric meters are not functional. The statenent
nust describe the amount of Net Electric Energy delivered by us to WIIlians
Energy in each hour and the conputation of the amount due from W |iams Energy
to us and any other ampunts as may then be due and payable by WIlianms Energy to
us. WIlianms Energy nust pay us the net anmpunt shown to be due to us on the
nont hly statenent.

Except as otherwi se specified in the power purchase agreenent, each
party will have the right to set off against any and all anmounts owed by it
under the power purchase agreenment past due ampunts owed to it under the power
purchase agreenent by the other party.

The payments by Wlliams Energy to us do not include reinbursenent for,
and Wllians Energy is liable for and nust pay, cause to be paid, or reinburse
us if we have paid, all taxes inposed on or with respect to natural gas or fuel
oi|l or the use or consunption or transportation, other than any of the taxes for
which we are |liable as described in the follow ng paragraph or on Net Electric
Energy or the use and consunption thereof after the Electric Delivery Point.

W lianms Energy nust indemify, defend and hold us harmess fromany liability
for these taxes.

Except as provided in the previous paragraph and except for specified
taxes that may be inposed in the future, the paynents by WIllians Energy to us
include full reinbursenent for, and we will be liable for and nust pay, or cause
to be paid, or reinburse Wlliams Energy if WIIlianms Energy has paid, all taxes.
If WIlliams Energy is required to remt any tax for which we are responsible,
the anount nust be deducted from any suns due to us. We nust indemify, defend
and hold harm ess WIllians Energy fromany liability for these taxes.

Di spute Resol ution

If the parties are in dispute with respect to specified matters
relating to the term Gas Interconnection Facilities, maintenance and billing
and netering, and they do not resolve the dispute within seven days of notifying
the other party in witing of the existence of the dispute, a conmittee
consisting of two officers of each party nust neet and attenpt in good faith to
resolve the dispute. If the committee does not resolve the dispute within seven
days following their initial
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neeting, then a single third-party engineer nust be designated to consider and
deci de the issues raised by the dispute unless both parties determ ne that
further discussions by the conmmittee are nerited. The selection of the
third-party engineer nust be made fromthe list of engineers described in the
power purchase agreenent.

Each party nust designate in witing to the other party fromtine to
time a representative who nust be authorized to resolve any dispute relating to
the subject matter of the power purchase agreenent not referred to in the
precedi ng paragraph.

If any dispute is not resolved between the parties within 30 days from
the date on which a party provided to the other party a witten notice of the
di spute, then the dispute nust be settled exclusively and finally by arbitration
in accordance with the procedures described in the power purchase agreenent,
except for disputes described in the second preceding paragraph.

The di spute resolution provisions of the power purchase agreenent will
survive the termnation or expiration of the power purchase agreenent.



I nsurance

We nust keep our facility continuously insured against |oss or damage
in the amobunts and for the risks that property of similar character is usually
so insured by entities owning and operating |ike properties.

We and the operator of our facility nust each procure or cause to be
procured and nust maintain in effect continuously during the termof the power
purchase agreenent mni mum insurance coverage for our facility: workers'
conpensation; enployer's liability; comercial general liability; bodily injury;
property damage; bl anket contractual; underground, explosion and coll apse
hazard; products and conpl eted operations hazard; broad form property danmge;
personal injury; autonobile liability, bodily injury and property damage; and
commercial unmbrella liability.

We nust procure and nmeintain in effect continuously during the term of
the power purchase agreement, "all risk" property insurance in sufficient
anounts to cover and otherw se insure for the full replacenment cost of our
facility and business interruption insurance covering 100% of our continuing
fixed operating expenses and debt service for a period of at |east 12 nonths
arising fromany |oss insured against by our "all risk" property insurance.

Force Majeure

A party will be excused fromperforming its obligations under the power
purchase agreenent and will not be liable in damages or otherw se to the other
party if and to the extent the party declares that it is unable to performor is
prevented from perform ng an obligation under the power purchase agreenent by a
force majeure condition, except for any obligations and/or liabilities under the
power purchase agreenent to pay noney, which will not be excused, and except to
the extent an obligation accrues prior to the occurrence or existence of a force
nmej eure condition so |long as:

o the party declaring its inability to performby virtue of
force majeure, as pronptly as practicable after the occurrence
of the force majeure condition, but in no event nore than five
days later, gives the other party witten notice describing,
in detail, the nature, extent and expected duration of the
force majeure condition;

o the suspension of performance is of no greater scope and of no
| onger duration than is reasonably required by the force
maj eure condition;

o the party declaring force majeure uses all comercially
reasonabl e efforts to remedy its inability to perform and

o once the party declaring force majeure is able to resune
performance of its obligations excused as a result of the
force majeure condition, it pronptly gives witten notice to
the other party.

Irrespective of whether the force majeure condition is declared by
W lianms Energy or us, the time period of a force mpjeure will be excluded from
the calculation of all paynents under the power purchase agreenent and WIIians
Energy nust be under no obligation to pay us any of the paynments described in
the power purchase agreement. If WIlians Energy declares a force mjeure,
however, it nust, subject to its right to termnate the power purchase agreenent
if the force majeure has not been fully corrected or alleviated within 18 nonths
of the declaration, continue to pay us only the applicable nonthly total fixed
payment as described in the power purchase agreenent until the earlier of (1)
the termi nation of the force majeure condition or (2) the termination of the
power purchase agreenent. Furthernore, if we declare a force majeure due to an
action or inaction of Metropolitan Edison that prevents us from delivering Net
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El ectric Energy to the Electric Delivery Point, WIliams Energy nust continue to
pay the applicable portion of the total fixed paynment for the first 24 hours of
the period.

Not wi t hst andi ng anything to the contrary contained in the power
purchase agreenent, except as mmy expressly be provided in the power purchase
agreement, the termforce mpjeure will not include the followi ng nor will the
foll owi ng excuse a party's performance:

o The failure to conplete our facility by or to achieve the
commerci al operation date as extended under the power purchase
agreenment, which failure is caused by, arises out of or
results fromthe acts or omissions of us, and/or fromthe acts
or omi ssions of any third party, unless, and then only to the
extent that, any acts or omissions of the third party (1)
woul d itself be excused under the power purchase agreenment by
virtue of a force majeure condition, or (2) is the result of a
failure of Wllians Energy to provide fuel to our facility
under the power purchase agreenent;



o Any reduction, curtailnment or interruption of generation or
operation of our facility, or of the ability of WIllians
Energy to accept or transmit Net Electric Energy, whether in
whol e or in part, which reduction, curtailnment or interruption
is caused by or arises fromthe acts or onissions of any third
party providing services or supplies to the party claimng
force majeure, including any vendor or supplier to either
party of materials, equipment, supplies or services, or any
inability of Metropolitan Edison to deliver Net Electric
Energy to WIlians Energy, unless, and then only to the extent
that, any acts or omissions would itself be excused under the
power purchase agreenent as a force nmjeure;

o Any outage, whether or not due to the fault or negligence of
us, of our facility attributable to a defect or inadequacy in
the manufacture, design or installation of our facility that
prevents, curtails, interrupts or reduces the ability of our
facility to generate Net Electric Energy or the ability of us
to performour obligations under the power purchase agreenent;
or

o To the extent that the party claimng force majeure failed to
prevent or renedy the force majeure condition by taking all
comercial ly reasonable acts, short of litigation if the
remedy requires litigation, and, except as otherw se provided
in the power purchase agreenent, failed to resume performance
under the power purchase agreenent with reasonabl e dispatch
after the termination of the force majeure condition; or

o To the extent that the claimng party's failure to perform was
caused by lack of funds; or

o To the extent WIllianms Energy is unable to performdue to a
shortage of natural gas or fuel oil supply not caused by an
event of force majeure; or

o Because of an increase or decrease in the market price of
electric energy/capacity, natural gas or fuel oil, or because
it is uneconomc for the party to performits obligations
under the power purchase agreenent.

Neither party will be required to settle any strike, wal kout, |ockout
or other |abor dispute on terns which, in the sole judgment of the party
involved in the dispute, are contrary to its interest.

Wl liams Energy will have the right to terminate the power purchase
agreenment if a force majeure has been declared by us and the effect of the force
mej eure has not been fully corrected or alleviated within 18 nonths after the
date the force majeure was declared. Wlliams Energy, however, will not have the
right to termnate the power purchase agreenent if (1) the force nmmjeure was
caused by Wl lians Energy or (2) the force majeure event does not prevent or
materially linmt WIlianms Energy's ability to sell our facility's net capacity
into or through the PJM power pool market or to a third party.

Events of Default; Termination; Renedies

The following will constitute events of default under the power
purchase agreenent:

o breach of any termor condition of the power purchase
agreenment, including, but not limted to, (1) any failure to
neintain or to renew any security, (2) any breach of a
representation, warranty or covenant or (3) failure of either
party to make a required paynent to the other party;

o our facility is not available to provide fuel conversion
services to Wl lianms Energy during any period of 180
consecutive days after the commercial operation date, except
as may be excused by force mmjeure or the absence of available
natural gas, or if the non-availability is caused by act or
failure by Wllians Energy where the action is required by the
power purchase agreenent;
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o we sell or supply Net Electric Energy, ancillary services or
capacity fromour facility, or agree to do the same, to any
person or entity other than Wllianms Energy, without the prior
approval of WIIlianms Energy;

o failure by us for 30 consecutive days to performregular and
required maintenance, testing or inspection of the
Interconnection Facilities, our facility and/or other electric
equi pment and facilities;

o failure by us for 30 consecutive days to correct or resolve a
material violation of any code, regulation and/or statute
applicable to the construction, installation, operation or
nmai nt enance of our facility, the Interconnection Facilities,
Protective Gas Apparatus or any other electric equi pnent and
facilities required to be constructed and operated under the



power purchase agreenent when the violation inpairs our
continued ability to perform under the power purchase

agreenment ;

o involuntary bankruptcy or insolvency of either party and
continues for nore than 60 days;

o vol untary bankruptcy or insolvency by either party;

o any nodifications, alterations or other changes to our
facility by or on behalf of us which prevent us from
fulfilling, or materially diminishes our ability to fulfill,

our obligations, duties, rights and responsibilities under the
power purchase agreement and which after reasonable notice and
opportunity to cure, are not corrected;

o there will be outstanding for nore than 60 days any
unsatisfied final, non-appeal abl e judgnment against us in an
anpunt exceedi ng $500, 000, unless the existence of the
unsatisfied judgnment does not nmaterially affect our ability to
pe(rjf orm our obligations under the power purchase agreenent;
an

o (1) The AES Corporation will cease to own, directly or
indirectly, beneficially and of record, at |east 50 percent of
the equity interests in our conpany or will cease to possess
the power to direct or cause the direction of our management
or policies or (2) any person or an affiliate, other than The
AES Corporation or an affiliate, authorized to act as a power
mar keter by FERC will own, directly or indirectly,
beneficially or of record, any of the equity interests in our
conpany.

Upon the occurrence of any event of default, other than an event of
default for voluntary bankruptcy or insolvency, for which no notice will be
required or opportunity to cure pernmitted, the party not in default, to the
extent the party has actual know edge of the occurrence of the event of default,
nust give pronpt witten notice of the default to the defaulting party. The
notice nmust describe, in reasonable detail, the nature of the default and, where
known and applicable, the steps necessary to cure the default. The defaulting
party nust have 30 days, but only two business days in the case of a default for
failure to make a requested paynent to the non-defaulting party under the power
purchase agreenent, follow ng receipt of the notice either to cure the default
or commence in good faith all the steps as are necessary and appropriate to cure
the default if the default cannot be conpletely cured within the 30-day period.

If the defaulting party fails to cure the default or take the steps as
provi ded under the preceding paragraph, and i nmedi ately upon the occurrence of
any event of default for voluntary bankruptcy or insolvency, the power purchase
agreement nmy be terminated by the non-defaulting party, without any liability
or responsibility whatsoever, by witten notice to the party in default. The
non-defaulting party nay exercise all the rights and renedies as are available
to it to recover danmges caused by the default.

Security

We agreed to conpensate Wlliams Energy for any actual damages it
suffers or incurs as the result of its reliance upon the delivery of our
facility's net capacity, ancillary services and fuel conversion services, to the
extent the damages cannot be mitigated fully. We further agreed that the danmges
W lianms Energy may suffer under these circumstances will be any and all
reasonabl e costs incurred by Wllians Energy in excess of costs that would have
been incurred had the commercial operation date occurred on or before June 30,
2001, as the date mamy be extended under the power purchase agreenent.

As required by the power purchase agreenent, we have provided to
W lianms Energy a guaranty of our performance and paynent obligations under the
power purchase agreement from The AES Corporation in the amount of $30 million,
whi ch guaranty nmust terminate on the commercial operation date. At any tinme that
The AES Corporation's senior unsecured debt is no |onger rated investnent grade
by Standard & Poor's or Moody's, or at any time at our option, we nust provide
the financial security for the guaranty anount as specified in the follow ng
par agraph. Upon the provision of the guaranty or other financial security
referred to in this paragraph, the guaranty provided by The AES Corporation
under the provisions of the original power purchase agreenent nust be cancel ed
and returned to us.
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We nust provide to WIllians Energy, within 30 days after a reduction in
the unsecured debt rating of The AES Corporation as described above, or at any
time if payment is so secured at our option, security in the formof a single
letter of credit, satisfactory to Wlliams Energy in form and substance, upon
which WIllians Energy may draw if our facility does not achieve the commerci al
operation date by the date specified in the power purchase agreement, as the
date may be extended. If the security contains an expiration date, either
express or inplied, we nust renew the security not later than 30 days prior to
the expiration date and nmust contenporaneously provide witten notice of the
renewal to Wlliams Energy. If we fail to renew the security as described above,
W llianms Energy is entitled to demand and recei ve paynent thereunder on or after
three days after witten notice of the failure is provided to us, and in the



event the anpunt so drawn nust be deposited in an interest bearing escrow
account and nust be returned to us at the commercial operation date unless
otherwi se drawn on by Wlliams Energy in satisfaction of our obligations under
the preceding security provisions. The requirement for the security nust
termnate upon the conmercial operation date.

W liams Energy has provided to us a guarantee, issued by The WIlians
Conpanies, Inc., of WIlianms Energy's performance and paynent obligations under
the power purchase. If The WIlians Conpanies, Inc. is no |onger rated
i nvest ment grade, however, the guarantee nust, within 30 days after the |oss of
the rating, be replaced by a guarantee from another affiliate of WIIlianms Energy
that is rated investnent grade or by other security acceptable to us, including
a letter of credit which neets the requirenments of the power purchase agreenent.

Assi gnment

General |y, neither the power purchase agreenent nor any rights, duties,
interests or obligations thereunder may be assigned, transferred, pledged or
ot herwi se encunbered or disposed of, by operation of |aw or otherw se w thout
the prior witten consent of the other party.

We agreed that we will not sell, transfer, assign, |ease or otherw se
di spose of our facility or any substantial portion thereof or interest therein
necessary to perform our obligations under the power purchase agreement to any
person that is a FERC-authorized power marketer or an affiliate without the
prim1 :N(rjitten consent of WIIliams Energy, which consent nust not be unreasonably
wi t hhel d.

Construction Agreenent

We, as assignee of AES Ironwood, Inc., have entered into an Agreenent
for Engineering, Procurement and Construction Services, dated as of Septenber
23, 1998, as anmended, with Sienens Westinghouse for Siemens Westinghouse to
perform services in connection with the design, engineering, procurement, site
preparation and clearing, civil works, construction, start-up, training and
testing and to provide all materials and equi pment (excluding operational spare
parts), machinery, tools, construction fuels, chemcals and utilities, |abor,
transportation, adnministration and other services and items (collectively and
separately, the "Services") for our facility.

Si emens Westinghouse's Services and Other Obligations

Si emens Westinghouse nust conplete our project by performng or causing
to be perforned all of the Services. The Services will include: engineering and
design; construction and construction nanagenent; providing design docunents,
instruction manuals, a project procedures nanual and quality assurance plan;
procurenent of all materials, equipnent and supplies and all contractor and
subcontractor |abor and manufacturing and related services; providing a spare
parts list; providing all |abor and personnel; obtaining some applicable pernmts
and providing information to assist us in obtaining other applicable permts;
perform ng inspection, expediting, quality surveillance and traffic services;
transporting, shipping, receiving and marshalling all materials, equipnent and
supplies and other items; providing storage for all materials, supplies and
equi pment and procurenment or disposal of all soil and gravel (including
remedi ati on and di sposal of specific hazardous materials); providing for design,
construction and installation of Electrical Interconnection Facilities
(including Electric Metering Equi pment, automatic regul ation equi pnent,
Protective Apparatus and control system equi pment) and revi ewi ng ot her
Met ropol i tan Edi son interconnections to our facility (including gas and water
pi pelines); perform ng Perfornmance Tests and Power Purchase Agreenment OQutput
Tests; providing for start-up and initial operation functions; providing
spelcified spare parts, waste disposal services, chemicals, consunables and
utilities.

The Services will also include: training our personnel prior to
Provi sional Acceptance; providing us and our designee with access to the
facility site; obtaining additional necessary real estate rights; clean-up and
wast e di sposal (including hazardous materials brought to the facility site by
Si enens Westinghouse or the subcontractors); submitting a construction schedule
and progress reports; paynment of contractor taxes; enployee identification and
security arrangenents; protecting adjoining utilities and public and private
| ands from danage; paying appropriate royalties and |icense fees; providing
final releases and waivers to us; posting collateral or providing other
assurances if major
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subcontractors fail to furnish final waivers; nmaintaining |abor relations and
project |abor agreements; providing further assurances; coordinating with other
contractors; and causing Siemens Corporation to execute and deliver the related
guaranty.

Construction and Start-Up

Except for specific Services the performance of which has already
commenced, Sienmens Westinghouse nust conmence performance of the Services on the
date specified in our notice to proceed. Sienens Westinghouse nust performthe
Services in accordance with prudent utility practices, generally accepted
standards of professional care, skill, diligence and conpetence applicable to
engi neering, construction and project nanagenent practices, all applicable |aws,
all applicable permits, the real estate rights, the quality assurance plan,
Metropol i tan Edison electrical interconnection requirements, the environnental
requirenents and safety precautions described in the construction agreenent, and
all of the requirements necessary to maintain the warranties granted by the
subcontractors under the construction agreenent. Sienens Westinghouse nust
performthe Services in accordance with our construction schedule and nust cause



o each Construction Progress M| estone to be achieved on or
prior to the applicable Construction Progress M| estone Date,

o either Provisional Acceptance or Interim Acceptance of our
facility to occur on or prior to the Guaranteed Provisional
Accept ance Date and

o Fi nal Acceptance of our facility to occur on or before the
Guar anteed Final Acceptance Date.

Si emens Westinghouse nust performthe Services so that our facility,
when operated in accordance with the instruction manual and the Power Purchase
Agreenent Operating Requirenents, regardless of whether our facility is operated
at 705 negawatts or at a different output, on natural gas and on fuel oil,
respectively, as of Provisional Acceptance, Interim Acceptance and Fi nal
Acceptance, will conply with all applicable |aws and applicable pernits,
Metropolitan Edison electrical interconnection requirements and the Guaranteed
Emi ssions Linmits in accordance with the Conpl eted Perfornmance Test requirenments.

Contract Price and Paynent

The adjusted contract price, including base Scope Changes through the
date of the construction agreement, is $238 million and commencing on the
construction conmencenent date is to be paid in installments in accordance with
the Payment and M| estone Schedul e. The contract price nay be adjusted as a
result of Scope Changes. We nust make schedul ed paynents to Sienens Westinghouse
upon recei pt of Siemens Westinghouse's paynent request unless the independent
engineer fails to confirmthe matters certified to by Siemens Westinghouse in
the request, in which case we may defer the schedul ed payments until the
condition is satisfied. We nust withhold from each schedul ed payment 5% ot her
than our project conpletion paynment, of the paynent until after Final
Acceptance. At Final Acceptance, we nust pay all Retainage except for $1,000, 000
and 150% of the cost of conpleting all Punch List itens. We nust pay our project
conpl etion paynment, including all remaining Retainage within 30 days after
Project Conpletion. Upon the termination of the construction agreenent, Sienmens
Westinghouse will be entitled to a termination payment equal to the schedul ed
payments due and owi ng, Retainage and termnation costs incurred by Sienens
Westi nghouse and subcontractors. We are not obligated to make any paynent to
Si enens Westinghouse at any tine Sienmens Westinghouse is in material breach of
the construction agreement, unless Siemens Westinghouse is diligently pursuing a
cure. All payments are subject to rel ease of clains.

Qur Required Services

Qur responsibilities include: designating a representative for our
project; furnishing Sienmens Westinghouse access to the facility site; securing
specified applicable permits and real estate rights; providing specified
start-up personnel; furnishing water, water delivery facilities, specified spare
parts, water disposal services and consumabl es; providing permanent utilities
for the start-up, testing and operation of our facility; providing fuel supply
arrangenents; providing electrical interconnection facilities arrangenments;
furnishing approvals; administering third-party contracts; causing The AES
Corporation to provide a pre-financial closing guaranty.

If we fail to nmeet any of our obligations under the construction
agreenment, then, to the extent that Sienmens Westinghouse was reasonably del ayed
in the performance of the Services as a direct result thereof, an equitable
adj ustment to one or nore of the contract price, the Guaranteed Conpletion
Dat es, the Construction Progress M| estone Dates, the Paynent and M| estone
Schedul e and our construction schedule, and, as appropriate, the other
provi sions of
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the construction agreement that may be affected thereby, will be made by
agreement between us and Sienmens Westinghouse.

Conpl etion and Acceptance of our Project

Mechani cal Conpl etion
Mechani cal Conpletion will be achieved when:

o Al'l equipnent and facilities necessary for the full, safe and
reliable operation of our facility have been properly
constructed, installed, insulated and protected where
required, and correctly adjusted, and can be safely used for
their intended purposes in accordance with the instruction
manual and all applicable |aws and applicable pernits;

o The tests required for Mechanical Conpletion that are
identified in the constructi on agreenent have been
successful Iy conpl et ed;

o Qur facility is fully and properly interconnected and
synchroni zed with the electrical system of Metropolitan Edison
in accordance with Metropolitan Edison electrical
interconnection requirenents, and all features and equi pnent
of our facility are capable of operating sinultaneously; and

o The conpl ete performance by Sienens Westinghouse of all the
Services relating to our facility under the construction
agreenment, except for any remaining Punch List itens,
Performance Tests, Power Purchase Agreement CQutput Tests and
Reliability Run, in conpliance with the standards of



performance described in the construction agreement, so that
our facility meets all of the applicable requirenents
described in the construction agreement but excluding the
achi evenent of the Guaranteed Emission Linmits and the
Perfornance Guarantees.

When Siemens Westinghouse believes that it has achi eved Mechani cal
Conpl etion, it nust deliver to us the Notice of Mechanical Conpletion. Wthin 10
days of receipt of the Notice of Mechanical Conpletion, if it is satisfied that
the Mechanical Conpletion requirenents have been net, we nust deliver to Sienens
West i nghouse a Mechanical Conpletion Certificate. If reasonable cause exists for
doing so, we nust notify Siemens Westinghouse in witing that Mechanical
Conpl eti on has not been achieved, stating the reasons therefor. If Mechanical
Conpl eti on has not been achieved as so determ ned by us, Sienens Westinghouse
nust pronptly do so or performthe additional Services that will achieve
Mechani cal Conpl etion of our facility and nust issue to us another Notice of
Mechani cal Conpl etion. The procedure nust be repeated as necessary until
Mechani cal Conpl etion of our facility has been achieved.

Performance Tests and Power Purchase Agreenent OQutput Tests

Once Mechani cal Conpletion has been achieved, Sienens Westinghouse nust
performthe Performance Tests and Power Purchase Agreement Output Tests in
accordance with criteria described in the construction agreenent. Sienmens
West i nghouse nust give us notice of the Performance Tests and Power Purchase
Agreenent Qutput Tests. We nust arrange for the disposition of output during
start-up and testing. Sienmens Westinghouse may decl are the Performance Test or
the Power Purchase Agreement OQutput Test to be a Conpleted Performance Test or a
Conpl et ed Power Purchase Agreenent Qutput Test, respectively, if during the
tests the operation of our facility conplies with applicable |aws, applicable
permits, Guaranteed Emi ssions Linmits and other required standards.

Provi si onal Acceptance

Provi sional Acceptance will be achi eved when:

o Si emens Westi nghouse has concl uded a Conpl eted Performance
Test in which our facility, while operating on natural gas,
denonstrates during a mninumof two 2-hour tests an average
net electrical output and a net heat rate of 95% (or higher)
of the natural gas-based Electrical Qutput Guarantee and 108%
(or lower) of the natural gas-based Heat Rate Guarantee;

o Si emens Westi nghouse has concl uded a Conpl eted Power Purchase
Agreenment OQutput Test in which our facility denonstrates (1) a
| evel of achievenment of 95% (or higher) of the natural
gas-based El ectrical Output Guarantee, while operating on
natural gas, and (2) to our reasonable satisfaction, the other
capabilities required to be denonstrated under the
construction agreement; and

o Qur facility has achieved, and continues to satisfy, the
requirenents of Mechanical Conpletion.
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When Siemens Westinghouse believes that it has achi eved Provisional
Acceptance of our facility, it nust deliver to us a Notice of Provisional
Acceptance. |f we are satisfied that the Provisional Acceptance requirenents
have been nmet, we nust deliver to Sienmens Westinghouse a Provisional Acceptance
Certificate. If reasonable cause exists for doing so, we nust notify Sienens
Westinghouse in witing that Provisional Acceptance of our facility has not been
achi eved, stating the reasons therefor. If we deternine that Provisional
Acceptance of our facility has not been achieved, Sienens Westinghouse nust
pronptly do so or performthe additional Services as will achieve Provisional
Acceptance and, if Siemens Westinghouse believes that Provisional Acceptance of
our facility has been achieved, nust issue to us another Notice of Provisional
Acceptance. Unless Interim Acceptance or Final Acceptance of our facility has
previously occurred, the procedure nust be repeated as necessary until
Provi sional Acceptance of our facility has been achieved. Upon the earliest to
occur of Provisional Acceptance, Interim Acceptance and Final Acceptance of our
facility, we nust take possession and control our facility and will thereafter
be solely responsible for its operation and nmeintenance. After we take
possession and control of our facility, Sienmens Westinghouse nust have
reasonabl e access to our facility to conplete the Services.

I nteri m Accept ance

InterimAcceptance will be achieved when:

o Si emens Westi nghouse has concluded a Conpl eted Performance
Test in which our facility, while operating on natural gas,
denonstrates during the Performance Test an average net
electrical output and a net heat rate (each as neasured and
corrected to the design operating conditions, all in
accordance with the procedures described in the construction
agreement) of 95% (or higher) of the natural gas-based
El ectrical Output Guarantee (but in no event |ower than the
percentage of the natural gas-based El ectrical OQutput
Guar ant ee denonstrated by the applicable Conpleted Performance
Test and Conpl eted Power Purchase Agreenent Output Test at
Provisional Acceptance, if applicable) and 104% (or |ower) of
the natural gas-based Heat Rate Guarantee;



o I f neither Provisional Acceptance nor Interim Acceptance of
our facility has occurred, Siemens Westinghouse has conpl eted
a Conpl eted Power Purchase Agreenent Output Test in accordance
with the construction agreenent to be concluded in which our
facility denpnstrates (1) a |evel of achievenment of 95% (or
hi gher) of the natural gas-based El ectrical CQutput Guarantee,
whil e operating on natural gas, and (2) to Metropolitan
Edi son' s reasonabl e satisfaction, the other capabilities
required to be so denonstrated under the construction

agreenment ;

o Qur facility has achieved, and continues to satisfy the
requirenents for the achievenent of, Mechanical Conpletion;
and

o Si emens Westi nghouse has conpl eted performance of the Services

except for (1) Punch List items and (2) Services that are
required by the terms of the construction agreement to be
conpl eted after the achi evement of Interim Acceptance.

When Siemens Westinghouse believes that it has achieved Interim
Acceptance of our facility, it nmust deliver to us a Notice of Interim
Acceptance. |f we are satisfied that the Interim Acceptance requirenments have
been nmet, we nust deliver to Siemens Westinghouse an Interim Acceptance
Certificate. If reasonable cause exists for doing so, we nust notify Sienens
Westinghouse in witing that Interim Acceptance of our facility has not been
achi eved, stating the reasons therefor. If we deternine that Interim Acceptance
has not been achieved, Sienens Westinghouse nust pronptly take the action or
performthe additional Services as will achieve Interim Acceptance and, if
Si enens Westinghouse believes that Interim Acceptance of our facility has been
achi eved, nust issue to us another Notice of Interim Acceptance. Unless Final
Acceptance of our facility nust have previously occurred, the procedure nust be
reﬂeat eg as necessary until Interim Acceptance of our facility has been
achi eved.

Fi nal Acceptance

Final Acceptance will be achieved when:

o Si emens Westi nghouse has concl uded a Conpl eted Performance
Test in which our facility, while operating separately on
natural gas and on fuel oil, denobnstrates during the

Performance Test an average net electrical output and a net
heat rate of 100% (or higher) of each of the corresponding

natural gas-based and fuel oil-based Electrical Output

Guar antees and 100% (or |ower) of each of the corresponding
natural gas-based and fuel oil-based Heat Rate Guarantees;
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o I f neither Provisional Acceptance nor Interim Acceptance of
our facility has occurred or if we have requested that a new
Conpl et ed Power Purchase Agreement Output Test be conducted in
connection with Final Acceptance of our facility, Sienens
Westi nghouse has concluded a Conpl eted Power Purchase
Agreement OQutput Test in which our facility denonstrates (1) a
| evel of achievenment of 100% (or higher) of the natural
gas-based El ectrical Output Guarantee, while operating on
natural gas, and (2) to Metropolitan Edison's reasonable
satisfaction, the other capabilities required to be so
denonstrated under the construction agreenent;

o our facility has achieved, and continues to satisfy the
requirenents for the achievenent of, Mechanical Conpletion;

o the Reliability Guarantee has been achi eved under the
construction agreement; and

o Si emens Westi nghouse has conpl eted performance of the Services
except for (1) Punch List items and (2) Services that are
required by the terms of the construction agreement to be
conpl eted after the achi evenent of Final Acceptance, such as
Si emens Westinghouse's warranty obligations.

The Reliability Guarantee will have been achieved if and only if our
facility denonstrates an average equival ent availability of not |ess than 92%
whi | e operating over a period of at |east 45 consecutive days in accordance with
applicable | aws, applicable permts, Metropolitan Edison electrical
i nterconnection requirenments, the Power Purchase Agreement Operating
Requi renents, the Guaranteed Emissions Linmts, the instruction manual and the
power purchase agreenent.

When Siemens Westinghouse believes that it has achieved Final
Acceptance of our facility, it nmust deliver to us a Notice of Final Acceptance.
If we are satisfied that the Final Acceptance requirements have been nmet, we
nust deliver to Siemens Westinghouse a Final Acceptance Certificate. |f
reasonabl e cause exists for doing so, we nust notify Sienens Westinghouse in
writing that Final Acceptance has not been achieved, stating the reasons
therefor. If we determine that Final Acceptance has not been achieved, Sienens
West i nghouse nust pronptly do so or performthe additional Services as will
achi eve Final Acceptance and nust issue to us another Notice of Final
Acceptance. The procedure nust be repeated as necessary until Final Acceptance



has been achi eved or deemed to have occurred.

At any tinme, by giving notice to Siemens Westinghouse, we, in our sole
discretion may elect to effect Final Acceptance, in which case Final Acceptance
will be deened effective as of the date of the notice, and Sienens Westinghouse
will have no liability to us for any amounts thereafter arising as Performance
Guar antee Payments, other than any Interim Period rebates that arose prior to
the election by us, for failure of our facility to achieve any or all of the
appl i cabl e Perfornmance Guarantees.

At any time after Provisional Acceptance or Interim Acceptance of our
facility has been achieved, Sienmens Westinghouse may, after exhausting all
reasonabl e repair and replacenent alternatives in order to achieve the
applicabl e Performance Guarantees for Final Acceptance, so long as the
Reliability Guarantee will have been achieved, give to us notice of its
intention to elect to declare Final Acceptance. In that event, Sienens
Westinghouse nay elect to use the results of the nobst recent eligible Conpleted
Performance Test for the purpose of determning our facility's |evel of
achi evement of the Performance Guarantees. Final Acceptance will be deenmed
effective as of the last to occur of (1) the date of our receipt of the
decl aration and report of the final Conpleted Perfornmance Test, or, as
applicable, the nost recent Conpleted Performance Test, (2) the date of our
recei pt of the declaration and report of any additional Conpleted Power Purchase
Agreenent Qutput Test required by us in connection with Final Acceptance and (3)
the effective date of the achievenent of the Reliability Guarantee.

If on or before the Guaranteed Final Acceptance Date (1) our facility
has achi eved either Provisional Acceptance or Interim Acceptance, (2) the nost
recent Conpl eted Performance Test has satisfied the relevant provisions of the
construction agreement and (3) the Reliability Guarantee has been achieved, then
Fi nal Acceptance of our facility will be deemed to occur on the Guaranteed Final
Acceptance Date. If (1) on or before the Guaranteed Final Acceptance Date, our
facility has achieved at |east Provisional Acceptance or Interim Acceptance and
has achi eved all other requirements for Final Acceptance except for the
Reliability Guarantee and (2) within 90 days after the Guaranteed Final
Acceptance Date, the Reliability Guarantee has been achieved and all other
requirenents for Final Acceptance continue to be satisfied at that time, then
Fi nal Acceptance of our facility will be deemed to occur on the date on which
the Reliability Guarantee is achieved.

Proj ect Conpl etion

Proj ect Conpletion will be achieved under the construction agreenment

when:
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o Final Acceptance of our facility will have occurred and the
Performance Guarantees with respect to our facility will have

been achieved, or in |ieu of achievement of the Performance
Guar ant ees, applicable rebates under the construction
agreenment will have been paid, we will have el ected Final
Accept ance;

o The Reliability Guarantee will have been achieved;

o Si emens Westinghouse will have denonstrated during the
Conpl et ed Performance Test that the operation of our facility
does not exceed the Guaranteed Emi ssions Limits;

o The requirenments for achieving Mechani cal Conpletion of our
facility will continue to be net;

o The Punch List itenms will have been conpleted in accordance
with the construction agreenent; and

o Si emens Westinghouse will have perforned all of the Services,
other than those Services, such as Sienens Westinghouse's
warranty obligations, which by their nature are intended to be
performed after Project Conpletion.

When Siemens Westinghouse believes that it has achieved Project
Conpl etion, it nust deliver to us a Notice of Project Conpletion. If we are
satisfied that the Final Acceptance requirenments have been net, we nust deliver
to Sienens Westinghouse a Project Conpletion Certificate. If reasonable cause
exists for doing so, we nust notify Sienmens Westinghouse in witing that Project
Conpl eti on has not been achieved, stating the reasons therefor. If our Project
Conpl eti on has not been achieved as so determ ned by us, Sienens Westinghouse
nust pronptly take do so or performthe additional Services as will achieve
Project Conpletion and nust issue to us another Notice of Project Conpletion.
Thﬁ progedure nmust be repeated as necessary until Project Conpletion is
achi eved.



Si emens Westinghouse will be obligated to achieve Project Conpletion
within 180 days after Final Acceptance of our facility. If Sienens Westinghouse
does not achieve our Project Conpletion on or before our Project Conpletion
Deadline or if we determ ne that Sienens Westinghouse is not proceeding with all
due diligence to conplete the Services in order to achieve Project Conpletion by
the deadline, we may retain another contractor to conplete the work at
contractor's expense.

Price Rebate for Failure to Meet Guarantees

Conpl eti on Dates

Si emens Westinghouse guarantees that (1) at |east one of Provisional

Acceptance, |nterim Acceptance or Final Acceptance of our facility will be
achi eved on or before the Guaranteed Provisional Acceptance Date and (2) Final
Acceptance of our facility will be achieved on or before the Guaranteed Final

Acceptance Date.

If none of Provisional Acceptance, Interim Acceptance or Final
Acceptance of our facility occurs by the date that is 45 days after the
Guar ant eed Provisional Acceptance Date, Siemens Westinghouse nust pay us
$110, 000 per day for each day Provisional Acceptance, Interim Acceptance or
Final Acceptance is later than the Guaranteed Provisional Acceptance Date, but
in no event will the aggregate amount of the payments be greater than the Del ay
LD SubCap.

If none of Provisional Acceptance, Interim Acceptance and Fi nal
Acceptance of our facility occurs on or before the date that is 40 days after
the Guaranteed Provisional Acceptance Date, Sienens Westinghouse nust, on the
date, submit for approval by us and the independent engineer a Plan to
accel erate the performance of the Services as necessary in order to achieve (1)
at | east one of Provisional Acceptance, Interim Acceptance and Final Acceptance
of our facility by the date that is 12 nonths after the Guaranteed Provisional
Acceptance Date and (2) Final Acceptance of our facility by the Guaranteed Final
Acceptance Date. I|f the Plan is not approved by us and the independent engineer,
Si enens Westinghouse nust revise the Plan and resubnit a revised Plan for
approval by us and the independent engineer.

I'f Provisional Acceptance, |nterim Acceptance and Final Acceptance,
whi chever is the earlier to occur, of our facility occurs prior to the
Guar anteed Provisional Acceptance Date, we nust pay Siemens Westinghouse $50, 000
per day as an early conpletion bonus, for each day by which Provisional
Acceptance, |nterim Acceptance and Final Acceptance precedes the Guaranteed
Provi sional Acceptance Date, but in no event will the aggregate anount of the
bonus exceed $3, 000, 000.
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Performance CGuarant ees

El ectrical Qutput

If the average net electrical output of our facility at Provisional
Acceptance or Interim Acceptance, whichever is the earlier to occur, is |less
than the natural gas-based Electrical Qutput Guarantee, then Sienmens
Westi nghouse nust pay us, as a rebate, for each day during the Interim Period,
an anpunt equal to $0.22 per day for each kilowatt by which the average net
electrical output is less than the natural gas-based El ectrical Qutput
Guar ant ee.

Upon Final Acceptance, if (1) the average net electrical output of our
facility during the natural gas-fired portion of the Conpleted Perfornance Test
is less than the natural gas-based El ectrical Qutput Guarantee, then we nust pay
Si emens Westinghouse, as a rebate, an anpunt equal to $550 for each kilowatt by
which the average net electrical output is |ess than the natural gas-based
El ectrical Qutput Guarantee and (2) the fuel oil-based portion of the Conpleted
Performance Test is less than the fuel oil-based Electrical Output Guarantee,
then Siemens Westinghouse nust pay us, as a rebate, an ampunt equal to $30 for
each kilowatt by which the average net electrical output is |less than the fuel
oi | -based El ectrical Qutput Guarantee.

Upon Final Acceptance, if the average net electrical output of our
facility during the natural gas-fired portion of the Conpleted Perfornance Test
is greater than the natural gas-based Electrical OQutput Guarantee, then Sienens
Westi nghouse nust pay us as a bonus, an anount equal to 50% of the net
incremental revenues received by us during the period of the first three years
followi ng the commercial operation date as a result of (1) any power purchase
agreement concluded with a utility whereby the utility purchases the excess
output, (2) any short-term sales of the excess output, and (3) any spot sales of
the excess output, in each of the cases (1) through (3) above after subtracting
all incremental costs and taxes associated with the excess output, so long as
the aggregate amount of any bonus does not in any event exceed $275 per kil owatt
of excess capacity.

Heat Rate Guarantees

If the average net heat rate of our facility at Provisional Acceptance



and/or Interim Acceptance, if having occurred before Final Acceptance, exceeds
the natural gas-based Heat Rate Guarantee, then Siemens Westinghouse nust pay
us, as a rebate, for each day during the Interim Period, an amount equal to $44
per day for each BTU KwH by which the nmeasured net heat rate is greater than the
natural gas-based Heat Rate Guarantee.

Upon Final Acceptance, if the net heat rate of our facility during (1)
the natural gas-fired portion of the Conpleted Performance Test exceeds the
natural gas-based Heat Rate Guarantee, then Sienmens Westinghouse nust pay us, as
a rebate, an ampunt equal to $162,300 for each BTU KwH by which the measured
heat rate is greater than the natural gas-based Heat Rate Guarantee, and (2) the
fuel oil-fired portion of the Conpleted Performance Test exceeds the natural
gas-based Heat Rate Guarantee, then Sienmens Westinghouse nust pay us, as a
rebate, an anpunt equal to $17,000 for each BTU KwH by which the measured heat
rate is greater than the fuel oil-based Heat Rate Guarantee.

Upon Final Acceptance, if the average net heat rate during the natural
gas-fired portion of the Conpleted Performance Test is |ess than the natural
gas-based Heat Rate Guarantee, then we nust pay Sienens Westinghouse, as a
bonus, an amount equal to $40,000 for each BTU KwH by which the nmeasured heat
rate is less that the natural gas-based Heat Rate Guarantee so |long as that the
aggregate ampunt of any bonus does not in any event exceed $3, 000, 000.

Liability and Damages

Limtation of Liability

In no event will Sienens Westinghouse's liability exceed (1) the Del ay
LD SubCap and (2) the Total LD SubCap.

Consequenti al Danmges

Nei t her party nor any of its contractors, subcontractors or other
agents providing equipment, material or services for our project will be liable
for any indirect, incidental, special or consequential |oss or damage of any
type.

Aggregate Liability of Contractor

The total aggregate liability of Siemens Westinghouse and any of its
subcontractors; including liabilities covered by the Delay LD SubCap and the
Total LD SubCap, to us will not in any event exceed an amopunt equal to the
contract price so long as the limtation of liability will not apply to
obligations to renpve liens or to make indemnification paynments.
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Warranties and Guarantees

Si emens Westinghouse warrants and guarantees that during the applicable
warranty period

o al | machinery, equipment, materials, systems, supplies and
other itens conprising our project nmust be new and of
first-rate quality which satisfies Metropolitan Edi son-grade
standards and in accordance with prudent utility practices and
the specifications described in the construction agreenent,
suitable for the use in generating electric energy and
capacity under the climtic and normal operating conditions
and free from defective workmanship or materials,

o it will performall of its design, construction, engineering
and other Services in accordance with the construction
agreenment ,

o our project and its conponents nust be free fromall defects

caused by errors or omissions in engineering and design, as
determ ned by reference to prudent utility practices, and nust
conply with all applicable [aws, all applicable permts,
Metropol i tan Edison electrical interconnection requirenments,
the Power Purchase Agreenent Operating Requirenents and the
Guar anteed Enissions Linmits and

o the conpl eted project nmust performits intended functions of
generating electric energy and capacity as a conplete,
integrated operating systemas contenplated in the
construction agreenent. |If we notify Sienmens Westinghouse
within 30 days after the expiration of the applicable warranty
period of any defects or deficiencies discovered during the
applicable warranty period, Sienens Westinghouse nust pronptly
reperformany of the services at its own expense to correct
any errors om ssions, defect or deficiencies and, in the case
of defective or otherw se deficient machinery, equipnent,
materials, systems supplies or other items, replace or repair
the same at its own expense. Sienens Westinghouse warrants and
guarantees that, to the extent we have nade all paynments then
due to Sienens Westinghouse, title to our facility and all
work, materials, supplies and equi pnent nust pass to us free
and clear of all liens, other than any permitted liens. Oher



than the warranties and guarantees provided in the
construction agreenent there are no other warranties of any
ki nd, whether statutory, express or inplied relating to the
Servi ces.

During the applicable warranty period, Sienens Westinghouse nust
pronptly notify us of any engineering and design defects which are manifested in
any of Sienens Westinghouse's fleet of 501G conbustion turbines under
construction, start-up or testing or in operation during the warranty period and
whi ch coul d reasonably be expected to be common to the fleet or this facility.
Upon the notification from Si emens Westinghouse of a fleet-wide or common defect
and ot herwi se upon notification fromus no later than 30 days after the
expiration of the applicable warranty period of any defects or deficiencies in
our project or any conponent, we nust, subject to the provisions of the
construction agreenment, nake our facility or the subject Equi pment available to
Si enens Westinghouse for Siemens Westinghouse to re-perform replace or, at its
option, repair the same at its expense so that it is in conpliance with the
standards warranted and guaranteed, all in accordance with the construction
agreement .

Force Majeure

Force Majeure Event

A force majeure event nmeans any act or event that prevents the affected
party fromperforming its obligations, other than the paynent of noney, under
the construction agreement or conplying with any conditions required to be
conplied with under the construction agreenment if the act or event is beyond the
reasonabl e control of and not the fault of the affected party and the party has
been unabl e by the exercise of due diligence to overcome or mitigate the effects
of the act or event. Force mmjeure events include, but are not linmted to, acts
of declared or undeclared war, sabotage, |andslides, revolution, terrorism
flood, tidal wave, hurricane, |ightning, earthquake, fire, explosion, civil
di sturbance, insurrection or riot, act of God or the public eneny, action
(including unreasonabl e delay or failure to act) of a court or public authority,
or strikes or other |abor disputes of a regional or national character that are
not limted to only the enpl oyees of Siemens Westinghouse or its subcontractors
and that are not due to the breach of a | abor contract or applicable |aw by the
party claimng force nmajeure or any of its subcontractors. Force nmjeure events
do not include (1) strikes, work stoppages and | abor disputes or unrest of any
kind that involve only enployees of Sienmens Westinghouse or any subcontractors,
except as expressly provided in the preceding sentence, (2) late delivery of
materials or equipnent, except to the extent caused by a force majeure event and
(3) econonic hardship.
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Excused Performance

If either party is rendered wholly or partly unable to performits
obligations because of a force nmjeure event, that party will be excused from
what ever performance is affected by the force majeure event to the extent so
affected so long as:

o the non-performing party gives the other party pronpt notice
describing the particulars of the occurrence;

o the suspension of performance is of no greater scope and of no
| onger duration than is reasonably required by the force
naj eure event;

o the non-performing party exercises all reasonable efforts to
mtigate or linmt damages to the other party;

o the non-performng party uses its best efforts to continue to
performits obligations under the construction agreenent and
to correct or cure the event or condition excusing
per formance; and

o when the non-perfornming party is able to resume perfornmance of
its obligations, that party nust give the other party witten
notice to that effect and nmust pronptly resune performance
under the construction agreenent.

Scope Changes
Scope Changes

We may order Scope Changes to the Services, in which event one or nore
of the contract price, the Construction Progress M| estone Dates, the Guaranteed
Conpl etion Dates, the Payment and M| estone Schedul e, our construction schedule
and the Performance Guarantees will be adjusted accordingly, if necessary. All
Scope Changes nust be authorized by a Scope Change Order and only we or our
representative may issue Scope Change Orders.

As soon as Siemens Westinghouse beconmes aware of any circunstances
which it has reason to believe may necessitate a Scope Change, Sienens
West i nghouse nust issue to us a Scope Change Order Notice at its expense. |f we
desire to nake a Scope Change, in response to a Scope Change Order Notice or
ot herwi se, we nust subnmit a Scope Change Order Request to Sienmens Westinghouse.
Si enens Westinghouse nmust pronptly review the Scope Change Order Request and
notify us in witing of the options for inplenmenting the proposed Scope Change
and the effect, if any, each option would have on the contract price, the



Guar anteed Conpl etion Dates, the Construction Progress M| estone Dates, the
Payment and M| estone Schedul e, our construction schedul e and the Perfornance
Guar ant ees.

No Scope Change Order will be issued and no adjustnment of the contract
price, the Guaranteed Conpletion Dates, the Construction Progress M| estone
Dates, the Paynent and M| estone Schedul e, our construction schedule or the
Performance Guarantees will be made in connection with any correction of errors,
oni ssion, deficiencies, or inproper or defective work on the part of Sienens
Westi nghouse or any subcontractors in the performance of the Services. Changes
due to changes in applicable | aws or applicable pernmits occurring after the date
of the construction agreenent nust be treated as Scope Changes.

Ef fect of Force Majeure Event

If and to the extent that any force mmjeure events affect Sienens
Westinghouse's ability to neet the Guaranteed Conpletion Dates, or the
Construction Progress M| estone Dates, an equitable adjustnment in one or nore of
the dates, the Paynent and M| estone Schedule and our construction schedul e nust
be made by agreenment between us and Sienmens Westinghouse. No adjustment to the
Performance Guarantees and, except as otherw se expressly described bel ow, the
contract price nust be made as a result of a force majeure event. |If Sienens
West i nghﬁuse is delayed in the performance of the Services by a force nmjeure
event, then:

o to the extent that the delay(s) are, in the aggregate, six
nonths or |ess, Siemens Westinghouse nust absorb all of its
costs and expenses resulting fromthe delay(s); and

o to the extent that the delay(s) are, in the aggregate, nore

than six nonths, Siemens Westinghouse nust be reinbursed by us
for those incremental costs and expenses resulting fromthe
del ay(s) which are incurred by Siemens Westinghouse after the
si x-nonth peri od.

Price Change

An increase or decrease in the contract price, if any, resulting froma
Scope Change requested by us or mmde under the construction agreenment nust be
determ ned, upon the nmutual agreement of the parties.
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Conti nued Performance Pendi ng Resol ution of Disputes

If a dispute regarding the anount of any increase or decrease in
Si enens Westinghouse's costs with respect to a Scope Change, Sienens
West i nghouse nust proceed with the performance of the Scope Change pronptly
foll ow ng our execution of the corresponding Scope Change Order.

I'f hazardous materials were not identified in an environnental site
assessment report delivered by us to Siemens Westinghouse prior to the
constructi on conmencenent date and were not brought onto the facility site by
Si enens Westinghouse or any of its subcontractors, then Sienens Westinghouse
will be entitled to a Scope Change under the construction agreenent.

I nsurance

Gener al

Si emens Westinghouse nmust provide and neintain the follow ng types of
insurance at all times while it or any subcontractor is performng the Services:
wor kers' conpensation insurance and enployers' liability insurance; commercial
general liability insurance; business autonmobile liability insurance; comercial
umbrel | a and/ or excess insurance; "all-risk" builder's risk insurance; and ocean
marine cargo insurance. Before pernmitting any of its subcontractors to perform
any Services at the facility site, Sienens Westinghouse nust obtain a
certificate of insurance from each subcontractor evidencing that each
subcontractor has obtained insurance in the anpunts and against the risks as is
consistent with Siemens Westinghouse's customary practices for the types of
subcontracts for projects of similar type and capacity to our project. All
i nsurance policies supplied by Sienmens Westinghouse nust include a waiver of any
right of subrogation of the insurers and of any right of the insurers to any
set-of f, counterclaimor deduction.

Cost of Premi uns

Construction Insurance: Sienmens Westinghouse nust bear responsibility
for payment of all premiunms for insurance coverage required to be provided by
Si enens Westi nghouse.

Operating Insurance: we will be responsible for obtaining, on the terms
and conditions as we and our financing parties reasonably deemto be
appropriate, "all-risk" property insurance, including "business interruption”
coverage, for our facility for the period commencing with the first to occur of
Provi sional Acceptance, Interim Acceptance and Final Acceptance.



Ri sk of Loss

Wth respect to our facility, until the Risk Transfer Date, Sienmens
West i nghouse nust bear the risk of loss and full responsibility for the costs of
replacenent, repair or reconstruction resulting fromany damage to or
destruction of our facility or any materials, equipnent, tools and supplies,
whi ch are purchased for pernmanent installation in or for use during construction
of our facility.

After the Risk Transfer Date with respect to our facility, we nust bear
all risk of loss and full responsibility for repair, replacenent or
reconstruction with respect to any |oss, danage or destruction to our facility
whi ch occurs after the Risk Transfer Date.

Termi nation

Termination for Conpany's Conveni ence

We may for its convenience ternminate any part of the Services or all
remai ning Services at any tinme upon 30 days' prior witten notice to Sienens
West i nghouse specifying the part of the Services to be ternminated and the
effective date of termnation. We may el ect to suspend conpletion of all or any
part of the Services upon 10 days' prior witten notice to Siemens Westinghouse
or, in energency situations upon prior notice as circunstances permt.

Term nation by Contractor

If we fail to pay to Siemens Westinghouse any paynent and our failure
continues for 20 days, then (1) Siemens Westinghouse nay suspend its perfornmance
of the Services upon 10 days' prior witten notice to us, which suspension may
continue until the time as the payment, plus accrued interest, is paid to
Si enens Westinghouse, and/or (2) if the payment has not been nmamde prior to the
commencenent of a suspension by Siemens Westinghouse under clause (1) above,

Si enens Westinghouse may terminate the construction agreenment upon 60 days'
prior witten notice to us so long as the termi nati on does not becone effective
if the payment, plus accrued interest, is nade to Siemens Westinghouse
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prior to the end of the notice period. In the event of a suspension, an
equitabl e adjustnent to one or nore of the contract price, the Guaranteed

Conpl etion Dates, the Construction Progress M| estone Dates, the Paynment and

M | estone Schedul e and our construction schedule, and, as appropriate, the other
provi sions of the construction agreenent that may be affected thereby, nust be
made by agreenent between us and Sienens Westinghouse. |f we have suspended
conpl etion of all or any part of the Services in accordance with the
construction agreement for a period in excess of two years in the aggregate,

Si enens Westinghouse may, at its option, at any time thereafter so long as the
suspensi on continues, give witten notice to Conpany that Sienmens Westinghouse
desires to terminate the suspended Services. Unless we order Sienens
Westinghouse to resune performance of the suspended services within 10 days of
the receipt of the notice from Si enens Westinghouse, the suspended Services will
be deened to have been terminated by us for its convenience. If the occurrence
of one or nore force majeure events prevents Siemens Westinghouse from

perform ng the Services for a period of 365 consecutive days, Sienens
Westinghouse nmy, at its option, give witten notice to us of its desire to
term nate the construction agreenent.

Consequences of Termination

o Upon any termination, we may, unless the termination is
pursuant to any default Siemens Westinghouse will be paid all
anmounts due and owing to it under the construction agreenment
and it is not deened to constitute a waiver by Sienmens
Westi nghouse of any rights to paynment it may have as a result
of a non-default related termnation in the event of a
term nation pursuant to a default, at its option elect to have
itself, or its designee, which may include any other affiliate
of The AES Corporation or any third-party purchaser, (1)
assune responsibility for and take title to and possession of
our project and any or all work, materials or equipnent
remaining at the facility site and (2) succeed autonmtically,
wi thout the necessity of any further action by Sienens
Westinghouse, to the interests of Sienmens Westinghouse in any
or all itens procured by Siemens Westinghouse for our project
and in any and all contracts and subcontracts entered into
bet ween Si emens Westinghouse and any subcontractor with
respect to the equipment specified in the construction
agreement with respect to any or all other subcontractors
sel ected by us which are materially necessary to the tinely
conpl etion of our project, Siemens Westinghouse nust use all
reasonabl e efforts to enable us, or our designee, to succeed
to Siemens Westinghouse's interests thereunder.

o If any termination occurs, we nmy, W thout prejudice to any
other right or renedy it nmay have, at its option, finish the
Servi ces by whatever nethod we may deem expedient.
Default and Renedies
Contractor's Defaul t

Si emens Westinghouse's events of default include: voluntary bankruptcy
or insolvency; involuntary bankruptcy or insolvency; nmaterially adverse



nm sl eading or false representation or warranty; inproper assignment; failure to
nmeintain required insurance; failure to conply with applicable |aws or
applicable pernmits; cessation or abandonment of the performance of Services;
termnation or repudiation of, or default under the related guaranty; failure to
supply sufficient skilled workers or suitable material or equipnment; failure to
nmake payment when due for |abor, equipment or materials; non-occurrence of

Provi sional Acceptance, Interim Acceptance, Final Acceptance and Construction
Progress Ml estones; and failure to remedy non-performance or non-observance of
any provision in the construction agreenent.

Conpany's Rights and Renedies

If Sienmens Westinghouse is in default of its obligations, W will have any
or all of the following rights and renedies, in addition to any other rights and
remedi es that nay be available to us under the construction agreement or at |aw
or in equity, and Siemens Westinghouse will have the follow ng obligations:

o We nmy, without prejudice to any other right or remedy we may
have under the construction agreement or at law or in equity,
term nate the construction agreenent in whole or in part
i mmedi atel y upon delivery of notice to Sienmens Westinghouse.
In case of partial termination, the parties nust nmutually
agree upon a Scope Change Order to mamke equitabl e adjustnents,
including the reduction and/or deletion of obligations of the
parties comensurate with the reduced scope Sienens
Westi nghouse nust have after taking into account the partial
term nation, to one or nore of the Guaranteed Conpletion
Dates, the Construction Progress M| estone Dates, the contract
price, the Paynent and M| estone Schedul e, our construction
schedul e, the Performance Guarantees and the other provisions
of the construction agreenent which may be affected thereby,
as appropriate. |f the parties are unable to reach nutual
agreenment as to the Scope Change Order and the dispute
resol ution procedures described in the construction agreenent
are invoked, the procedures nust give due
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consideration to customary terns and conditions under which

Si emens Westinghouse has entered subcontracts with third party
prime contractors covering services substantially simlar to
those Services which are not being term nated.

o If requested by us, Sienens Westinghouse nust withdraw from
the facility site, nust assign to us its subcontracts, to the
extent permtted therein, as we nay request, and nust renove
the materials, equipment, tools and instruments used by, and
any debris and waste materials generated by, Sienmens
Westinghouse in the performance of the Services as we nay
direct, and we, without incurring any liability to Sienens
Westi nghouse (other than the obligation to return to Sienmens
Westinghouse at the conpletion of our project the materials
that are not consuned or incorporated into our project, solely
on an "as is, where is" basis w thout any representation or
warranty of any kind whatsoever) may take possession of any
and all designs, drawings, materials, equipnment, tools,
instruments, purchase orders, schedules and facilities of
Si emens Westinghouse at the facility site that we deem
necessary to conplete the Services.

Assi gnment

Consent Required

General ly, neither we nor Sienens Westinghouse will have any right to
assign or delegate any of their respective rights or obligations under the
construction agreenment either voluntarily or involuntarily or by operation of
I aw.

Mai nt enance Services Agreenent

We, as assignee of AES Ironwood, Inc., have entered into the
Mai nt enance Program Parts, Shop Repairs and Schedul ed Qutage TFA Services
Contract, dated as of September 23, 1998, with Sienmens Westinghouse by which
Si enens Westinghouse will provide us with, anong other things, conbustion
turbine parts, shop repairs and schedul ed outage technical field assistance
services.

The nmi ntenance services agreenment becane effective on the date of
execution and unless term nated early, nust termi nate upon conpletion of shop
repairs perforned by Siemens Westinghouse follow ng the eighth Schedul ed Cutage
of the applicable Combustion Turbine or 10 years frominitial synchronization of
the applicabl e conmbustion turbine, whichever occurs first.

Scope of Work

During the termof the maintenance services agreenent, and in
accordance with the Schedul ed Qutage plan, Sienens Westinghouse is required to
do the follow ng:

o deliver the type and quantity of New Program Parts for
installation of the Conbustion Turbine;

o repair/refurbish Program Parts and equi pment for the
Combustion Tur bi ne;



o provi de M scel | aneous Hardware;

o provide us with material safety data sheets for all hazardous
material s Sienmens Westinghouse intends to bring/use on the
facility site;

o provide the services of a maintenance program engineer to
manage the Conbustion Turbine nmintenance program and

o provi de TFA Services.

We are responsible for, anong other things:

o storing and mmintaining parts, materials and tools to be used
in or on the Conbustion Turbine;

o nai ntai ni ng and operating the Combustion Turbine consistently
with the warranty conditions;

o ensuring that its operator and mai ntenance personnel are
properly trained;

o transporting Program Parts in need of repair/refurbish; and

o provi ding Sienmens Westinghouse, on a nonthly basis, with the

required Equivalent Starts and EBHs.
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We and Sienens Westinghouse will jointly devel op the Schedul ed Qutage
pl an. The Schedul ed Qutage plan will be consistent with the terns and conditions
of the power purchase agreenment.

Early Repl acenent

If it is determined that due to normal wear and tear a Program Part(s)
for the Conmbustion Turbine has failed or will not last until the next Schedul ed
Qutage, and the part has to be repaired before the schedul ed repl acenent period,
Si enens Westinghouse will replace the Program Part by noving up a New Program
Part which is otherwi se scheduled to be delivered at a |ater date. The contract
price for the replacenent will not be affected if the replacement date is |ess
than or equal to one year earlier than the Schedul ed Qutage during which the
Program Part was scheduled to be replaced. If the actual replacenent date for a
Program Part is nore than one year earlier than the Schedul ed Qutage at which
point the Program Part was schedul ed to be replaced, the early replacement will
result in an adjustment to the Paynment Schedul e. Siemens Westinghouse has the
final decision with regard to the replacenent or refurbi shment associated with
any Program Part. |f we dispute Siemens Westinghouse's decision, we may seek to
resol ve the dispute in accordance with the dispute resolution procedures
di scussed bel ow.

Parts Life Credit

After applicable warranty periods described in the maintenance services
agreement and the construction agreenent, Sienens Westinghouse will provide a
parts life credit if a Program Part requires replacement due to normal wear and
tear prior to meeting its expected useful life. Siemens Westinghouse has the
final decision with regard to actual parts life and the degree of repair or
refurbi shment associated with any Program Parts. The parts life credit will be
calculated in terns of EBHs and Equivalent Starts. The price of the replacenent
part will be adjusted for inflation. If we dispute Siemens Westinghouse's
deci sion, we may seek to resolve the dispute in accordance with the dispute
resol uti on procedures discussed bel ow.

Contract Price and Payment Terns

Si emens Westinghouse will invoice us nonthly and paynents are then due
within 25 days. The fees assessed by Sienens Westinghouse will be based on the
number of EBHs accunul ated by the applicable Conmbustion Turbine as adjusted for
inflation. The contract price will be the aggregate number of fees as adjusted
pl us any additional payment anpunt nutually agreed to by the parties under a
Change Order.

Unschedul ed Qutages and Unschedul ed Qutage Work

If during the termof the maintenance services agreement an Unschedul ed
Qutage occurs resulting from (1) the non-conformity of New Program Parts; (2)
the failing of a Shop Repair; (3) a Program Part requiring replacement due to
normal wear and tear prior to achieving its expected life in terns of EBHs or
Equi val ent Starts; or (4) the failure of a Service, perfornmed by Sienmens
Westi nghouse, we nust hire Siemens Westinghouse, to the extent not supplied by
Si enens Westinghouse as a warranty renedy under Sienens Westinghouse's
warranties under the maintenance services agreenent to supply any additional
parts, M scel |l aneous Hardware, Shop Repairs and TFA Services under a Change
Order. We will be entitled to any applicable parts life credit with respect to
Program Parts as well as a discount for TFA Services. If the Unschedul ed Cutage
occurs within a specified number of EBHs of a Schedul ed Qutage and it was
anticipated that the additional parts, M scellaneous Hardware, Shop Repairs and
TFA Services to be used in the Unschedul ed OQutage were to be used during the
upconi ng Schedul ed Qutage, the upconming Schedul ed Outage nust be noved up in
time to becone the Unschedul ed Qutage/ noved-up Schedul ed Qutage. We will not be
required to pay any additional noney for the Program Parts, M scellaneous
Har dwar e, Shop Repairs and TFA Servi ces.

If any Program Parts are delivered by Sienens Westinghouse within 15
days of receipt of the Change Order, we will pay to Siemens Westinghouse the
price for the Program Part described in the nmaintenance services agreenment plus
a specified percentage. Any Program Part delivered after 30 days of the Change



Order will cost us the price described in the nmintenance services agreenent
m nus a specified percentage.

Changes in Operating Restrictions

The nmi ntenance services agreenment requires that each Conbustion
Turbine will be operated in accordance with the requirenents of the power
purchase agreenent and prudent utility practices, with 8,000 EBH year and 100
Equi val ent Starts per year by using natural gas fuel or liquid fuel and water.
Shoul d the actual operations differ fromthese operating paraneters which causes
a Schedul ed Qutage to be planned/perfornmed earlier or later than as expected,
Lhen,dunder a Change Order, an adjustnment in the scope, schedule, and price nust
e nmade.
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Warranties

Si emens Westinghouse warrants that the New Program Parts, M scellaneous
Har dwar e and any Shop Repairs nust conformto standards of design, materials and
wor kmanshi p consistent with generally accepted practices of the electric utility
industry. The warranty period with respect to Program Parts, Hardware and Shop
Repair is until the earlier of one year fromthe date of installation of the
original Program Part or Hardware, a specific nunber of starts or fired hours
after installation of the Program Parts and Hardware, or three years fromthe
date of delivery of the original Program Part, Hardware, and in the case of Shop
Repair, three years fromconpletion of the work. Warranties on the Program Parts
and Hardware nmust not expire nore than one year after the conclusion of the
nai nt enance services agreenment. Sienens Westinghouse will repair or replace any
Program Part or Hardware, at its cost, if notified of any failure or
non-conformty of the Program Part or Hardware during the warranty period.

Si emens Westinghouse al so warrants that the Services of its personnel
and technical information transmitted will be conpetent and consistent wth
prudent utility practices and the Services will conply in all material respects
with laws and will be free fromdefects in workmanship for a period of one year
fromthe date of conpletion of that item of Services. The warranties on the
Services nust expire no later than one year after the termination or end of the
termof the maintenance services agreement.

In addition, Siemens Westinghouse warrants any Program Part renpved
during a Schedul ed Qutage and delivered by us to the designated facility for
repair will be repaired and delivered by Sienmens Westinghouse within 26 weeks.
If Sienmens Westinghouse does not deliver the Program Part within this tine frame
or does not provide a New Program Part in lieu of the Program Part being Shop
Repai red and an outage occurs which requires the a Program Part, Sienens
Westinghouse will pay us |iquidated damages for each day the Program Part is not
repaired and delivered the aggregate of which |iquidated damage payments nust
not exceed a maximum annual cap. |f upon reaching the maxi num cap on aggregate
|'i qui dat ed danmages, Sienmens Westinghouse still has not repaired and delivered
the Program Part, we may elect to terminate the nmintenance services agreenent
because Siemens Westinghouse will be considered to have failed to performits
mat erial obligations.

Except for the express warranties described in the maintenance services
agreenment, Siemens Westinghouse nmakes no other warranties or representations of
any kind. No inplied statutory warranty of merchantibility or fitness for a
particul ar purpose applies.

The warranties provided by Sienmens Westinghouse are conditioned upon
(1) our receipt, handling, storage, operation and mai ntenance of our project,
including any Program Parts and M scel | aneous Hardware, being done in accordance
with the terns of the Combustion Turbine instruction manuals; (2) operation of
the Combustion Turbine in accordance with the terns of the nmintenance services
agreement; (3) repair of accidental danage done consistently with the equi pment
manuf acturer's recomendations; (4) us providing Siemens Westinghouse with
access to the facility site to performits services under the maintenance
services agreenment; and (5) hiring Sienens Westinghouse to provide TFA Services,
Program Parts, Shop Repairs and M scel |l aneous Hardware required to dissenble,
repair and reassenbl e the Conbustion Turbine.

I nsurance

Si emens Westinghouse nust maintain in full force and effect during the
termof the nmintenance services agreement the follow ng required insurance
coverage: commercial general l|iability, workers' conpensation, unbrella excess
liability and business autonobile liability. Al the policies of workers'
conpensation nust provide a waiver of subrogation rights against us.

We nust maintain in full force and effect during the termof the
nmei nt enance services agreenent the follow ng required insurance coverage:
property insurance, commercial general liability, workers' conpensation,
unbrella excess liability and business autonobile liability insurance. The
policies of property insurance and workers' conpensation nust include waivers of
subrogation rights against Sienens Westinghouse.

Termi nation

We may termninate the maintenance services agreenent if:



o speci fic bankruptcy events affecting Siemens Westinghouse
occur;
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o Si emens Westinghouse fails to performor observe in any
material respect any provision in the nmaintenance services
agreenment and fails to (1) pronptly comnmence to cure and
diligently pursue the cure of the failure or (2) renmedy the
failure within 45 days after Sienens Westinghouse receives
witten notice of the failure;

o we termi nate the construction agreenent due to the
contractor's default thereunder or due to our inability to
obtain construction financing or environnental operating
permits; or

o the contractor term nates the construction agreenment for any
reason other than our default thereunder.

Not wi t hst andi ng the preceding, we nay term nate the maintenance
services agreement at any time for its convenience follow ng the conpletion of
the first major outage of both Conbustion Turbines. In addition, the nmintenance
services agreement will automatically terminate if:

o We terminate the construction agreement for reasons other than
(1) the default of the contractor and (2) our inability to
obtain permts for our project or

o the contractor terminates the construction agreenent for our
default thereunder. If the termination occurs, Sienmens
Westi nghouse nust discontinue any work or services being
perfornmed and continue to protect our property. Sienens
Westi nghouse nust transfer title to and deliver any New
Program Parts and M scel | aneous Hardware al ready purchased by
us. We nust pay Sienmens Westinghouse those anpunts owed at the
time of term nation.

Limtation of Liability

We agreed that the remedies provided in the maintenance services
agreenment are exclusive and that under no circunstances nust the total aggregate
liability of Siemens Westinghouse during a given year exceed 100% of the
contract price payable to Sienmens Westinghouse for that given year under the
nei nt enance services agreenment. We further agreed that under no circunstances
nust the total aggregate liability of Siemens Westinghouse for |iquidated
danages during a given year exceed a specified percentage of the contract price
payabl e to Sienens Westinghouse for that given year under the maintenance
services agreement. We further agreed that under no circumstances nust the total
aggregate liability of Siemens Westinghouse exceed a specified percentage of the
contract price payable to Siemens Westinghouse under the maintenance services
agreement .

Force Majeure

Neither party will be liable for failure to performany obligation or
delay in performance, excluding paynment, to the extent the failure or delay is
caused by any act or event beyond the reasonable control of the affected party
or Siemens Westinghouse's suppliers so long as the act or event is not the fault
or the result of negligence of the affected party and the party has been unable
by exercise of reasonable diligence to overcome or mitigate the effects of the
act or event. Force mmjeure includes: any act of God; act of civil or military
authority; act of war whether declared or undeclared; act (including delay,
failure to act, or priority) of any governmental authority; civil disturbance;
insurrection or riot; sabotage; fire; inclenent weather conditions; earthquake;
flood; strikes, work stoppages or other l|abor difficulties of a regional or
national character which are not linited to only the enployees of Sienens
West i nghouse or its subcontractors or suppliers and which are not due to the
breach of an applicable |abor contract by the party claining force majeure;
enbargo; fuel or energy shortage; delay or accident in shipping or
transportation to the extent attributable to another force majeure; changes in
| aws whi ch substantially prevents a party fromconplying with its obligations in
conformity with its requirements under the maintenance services agreement or
failure or delay beyond its reasonable control in obtaining necessary
manuf acturing facilities, |abor, or materials fromusual sources to the extent
attributable to another force majeure; or failure of any principal contractor to
provi de equi pnent to the extent attributable to another force majeure. Force
mej eure does not include: (1) economic hardship, (2) changes in narket
conditions or (3) except due to an event of force mmjeure, |ate delivery of
Program Parts or other Equi pnent.

If a delay in perfornmance is excusable due to a force majeure, the date
of delivery or tinme for performance of the work will be extended by a period of
time reasonably necessary to overcone the effect of the force majeure and if the
force majeure lasts for a period |onger than 30 days and the delay directly
i ncreases Sienens Westinghouse's costs or expenses, we, after review ng Sienmens
Westinghouse's additional direct costs and expenses, w |l reinburse Sienens
Westinghouse for its reasonable additional direct costs and expenses incurred
after 30 days fromthe beginning of the force majeure resulting fromthe del ay.
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I nterconnecti on Agreenent

We have entered into a Generation Facility Transm ssion |nterconnection
Agreenent, dated as of March 23, 1999, with Metropolitan Edison for the
instal |l ation, operation and naintenance of the facilities necessary to
interconnect our facility to the transm ssion system of Metropolitan Edison.
Under the interconnection agreement, we and Metropolitan Edison will construct,
own, operate and nmintain the Interconnection Facilities. We will be responsible
for all of the costs of construction, operation and mai ntenance of the
I nterconnection Facilities, including those owned by Metropolitan Edison.

Scope

The interconnection agreenent will becone effective on the effective
date established by FERC and will continue in full force and effect until a
nutual |y agreeable termi nation date not to exceed the retirement date for our
facility.

Metropolitan Edison's Obligations

Metropolitan Edison will install, own, operate and mmintain, at our
cost and expense, a portion of the Interconnection Facilities, including, but
not limted to specific substation protective relaying equi pment and a 230 kV
power circuit breaker. The facilities to be installed by Metropolitan Edison,
together with the facilities to be installed by us, are those necessary to allow
tge interconnection of our facility with the transm ssion system of Metropolitan
Edi son.

Metropolitan Edison is to conplete the installation of the facilities
necessary to permit us to energize the switch yard and to begin conmi ssioning of
our facility by June 30, 2000. If those facilities are conpleted prior to June
30, 2000, Metropolitan Edison will be paid an early conpletion bonus of $5,000
for each day of early conpletion up to and including 30 days (May 31, 2000). If
those facilities are conpleted after June 30, 2000, Metropolitan Edison will pay
del ay damages of $5,000 for each day of delay up to and including 42 days
(August 11, 2000). We will also have the ability to take over the conpletion of
these facilities if it becones apparent that Metropolitan Edison will not be
able to conplete themw thin the 42-day period, Metropolitan Edi son has not
proposed a reasonabl e recovery plan, and we can denpbnstrate that we are able to
conplete the facilities nore quickly than Metropolitan Edison.

Metropolitan Edison is to conplete the installation of its portion of
the Interconnection Facilities and specific transm ssion systemreinforcements
necessary to permit the dispatch of the full output of our facility by August
31, 2000.

Conpany's Obligations

We will install, own, operate and nmmintain a portion of the
I nterconnection Facilities, including, but not limted to, a 230 kV sw tchyard,
including generator step up transforners, instrument transfornmers, revenue
netering, power circuit breakers, control and protective relay panels,
supervisory control and data acquisition equi pnent, and protective relaying
equi pment .

We will reinburse Metropolitan Edison for its actual costs of
installing the Interconnection Facilities. Qur paynents to Metropolitan Edison
consi st of an advance payment of $500, 000 on the execution date of the
interconnection agreenent, another payment of $40,000 within 30 days of the
execution date of the interconnection agreenment (for work undertaken by
Metropolitan Edison prior to December 17, 1998), a payment of $1, 000,000 at
financial closing and nonthly invoices for the work perfornmed.

We are obligated to nodify our portion of the Interconnection
Facilities as may be required to conformto changes in good utility practice or
as required by PIM

We are obligated to keep our facility insured against |oss or damage in
accordance with the mninum coverages specified in the interconnection
agreement .

Operation and Mai ntenance of Interconnection Facilities

The parties are obligated to operate and nmintain their respective
portions of the Interconnection Facilities in accordance with good utility
practices and the requirements and guidelines of PIJMand Metropolitan Edison.

Metropolitan Edison will have the right to disconnect our facility from
its Transm ssion System and/or curtail, interrupt or reduce the output of our
facility when operation of our facility or the Interconnection Facilities
adversely affects the quality of service rendered by Metropolitan Edison or
interferes with the safe and reliable operation of its Transmi ssion System or
the regional transmission system Metropolitan Edison, however, is obligated to
use reasonable efforts to mnimze any disconnection, curtailment, interruption
or reduction in output.
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In accordance with good utility practice, Metropolitan Edison nmay
remove the Interconnection Facilities fromservice as necessary to perform
nei nt enance or testing or to install or replace equi pment on the Interconnection
Facilities or the Transmi ssion System Metropolitan Edison is obligated to use
due diligence to restore the Interconnection Facilities to service as pronptly
as practicable.

In addition, if we fail to operate, mmintain, adm nister, or insure our
facility or its portion of the Interconnection Facilities, Metropolitan Edison
may, following 30 days' notice and opportunity to cure the failure, disconnect
our facility fromthe Transmi ssion System



Force Majeure

If either party is delayed in or prevented from performng or carrying
out its obligations under the interconnection agreenent by reason of force
mejeure, the party will not be liable to the other party for or on account of
any | oss, dammge, injury or expense resulting fromor arising out of the delay
or prevention so long as the party encountering the delay or prevention uses due
diligence to renpve the cause or causes thereof.

Def aul t
The events of default under the interconnection agreenent are:

o breach of a material termor condition and uncured failure to
provide a required schedule, report or notice;

o failure or refusal of a party to pernmit the representatives
of the other party access to mai ntenance records, or its
Interconnection Facilities or Protective Apparatus;

o appoi ntment by a court of a receiver or |iquidator or trustee
that is not discharged within 60 days, issuance by a court of
a decree adjudicating a party as bankrupt or insolvent or
sequestering a substantial part of its property that has not
been di scharged within 60 days after its entry, or filing of a
petition to declare a party bankrupt or to reorganize a party
under the Federal Bankruptcy Code or similar state statute
that has not been dismi ssed within 60 days;

o voluntary filing by a party of a petition in bankruptcy or
consent to the filing of a bankruptcy or reorganization
petition, an assignment for the benefit of creditors, an
admi ssion by a party in witing of its inability to pay its
debts as they cone due, or consent to the appointment of a
receiver, trustee, or liquidator of a party or any part of its
property; and

o failure to provide the other party with reasonable witten
assurance of the party's ability to performany of the
material duties and responsibilities under the interconnection
agreenment within 60 days of a reasonable request for the
assurance.

Upon an event of default, the non-defaulting party may give notice of
the event of default to the defaulting party. The defaulting party will have 60
days following the receipt of the notice to cure the default or to commence in
good faith the steps necessary to cure a default that cannot be cured within
that 60-day period. If the defaulting party fails to cure its default within 60
days or fails to take the steps necessary to cure a default that cannot be cured
within a 60-day period, the non-defaulting party will have the right to
termnate the interconnection agreenent.

Metropolitan Edison will have the right to operate and/or to purchase
specific equipment, facilities and appurtenances fromus that are necessary for
Metropolitan Edison to operate and maintain its Transm ssion Systemif (1) we
commence bankruptcy proceedings or petitions for the appointnment of a trustee or
ot her custodian, |iquidator, or receiver, (2) a court issues a decree for relief
of us or appoints a trustee or other custodian, liquidator, or receiver for us
or a substantial part of our assets and the decree is not dism ssed within 60
days or (3) we cease operation for 30 consecutive days without having an
assi gnee, successor, or transferee in place.

Oper ati ons Agreenent

We have entered into a Devel opnment and Operations Services Agreenment,
dated as of June 1, 1999, with AES Prescott by which AES Prescott will provide
devel opment and construction nmanagenment services and, after the commercial
operation date, operating and mai ntenance services for our facility for a period
of 27 years. Under the operations agreenment, AES Prescott will be responsible
for, anong other things, preparing plans and budgets related to start-up and
commerci al operation of our facility, providing qualified operating personnel,
meki ng repairs, purchasing consumabl es and spare parts (not otherw se provided
under the maintenance services agreenent) and providing other services as needed
according to industry standards. AES Prescott will be conpensated for the
services on a cost plus
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fixed-fee basis. Under the services agreenent between AES Prescott and The AES
Corporation, The AES Corporation will provide to AES Prescott all of the
personnel and services necessary for AES Prescott to conply with its obligations
under the operations agreenent.

Ef fl uent Supply Agreenent
We, as assignee of AES Ironwood, Inc., have entered into an Effluent
Supply Agreement, dated as of March 3, 1998, with the City of Lebanon Authority,
by which City of Lebanon Authority will provide effluent to be used by us at the
electric generating facility to be constructed in South Lebanon Townshi p,
Pennsyl vani a.
Supply of Effluent

Ef fl uent Supply



Subsequent to conpletion of the pipeline connecting our facility with
the wastewater treatnment facility owned and operated by City of Lebanon
Aut hority and throughout the termof the effluent supply agreenent, City of
Lebanon Authority nust meke available to us a supply of effluent not |ess than
2,160,000 gal lons per day. In the event of a shortfall, we nay elect to accept
potabl e water from City of Lebanon Authority in accordance with the effluent
supply agreenent.

We will not be obligated to purchase any m ni rum amount of effluent and
will be entitled to seek and obtain water from other available sources. City of
Lebanon Authority nust use its best efforts to conply with requests by us for
excess effluent, which nust not exceed (1) 4,600,000 gallons per day or (2)
1,679, 000, 000 gal l ons per cal endar year. In addition, City of Lebanon Authority
nust use its best efforts to meet our mininumeffluent requirenents.

Conpensati on

We will pay City of Lebanon Authority nonthly for all effluent
delivered to the point of delivery during the prior nonth. The base rate for
effluent supplied will be: (1) for 0-2,160,000 gallons per day, $0.29 per
thousand gal l ons and (2) for 2,160,000 or greater gallons per day, $0.21 per
tholusand gal lons, which rates will be subject to annual adjustnments for
inflation.

Pi peline and Real Estate Rights
Concerning the Pipeline

We will be solely responsible, at its cost and expense, for
constructing and installing the pipeline.

We and City of Lebanon Authority nust cooperate in good faith to obtain
the necessary real estate rights for constructing, operating, nmintaining and
accessing the pipeline.

Operation and Maintenance

The City of Lebanon Authority nust operate and nmintain the pipeline in
accordance with the effluent supply agreement, and as conpensation, we nust pay
to City of Lebanon Authority $18,250 per year, which amount will be subject to
annual adjustment for inflation.

Capital |nprovenents
The effluent supply agreenent provides for capital inprovements.

Pot abl e Water

The City of Lebanon Authority nust make available to us on a continuous
basis a potable water supply of not |ess than 50 gallons per minute. W will not
be obligated to purchase a mini mum anount of potable water, but nust pay the
City of Lebanon Authority for potable water accepted at the potable delivery
point at the rate applicable to us described in City of Lebanon Authority's
applicable rate schedul e.

Force Majeure

If either party is unable to carry out any obligation under the
ef fluent supply agreement due to force mmjeure, the effluent supply agreenent
nust renmain in effect, but the obligation will be suspended for the period
necessary as a result of the force majeure so long as: (1) the non-performng
party gives the other party witten notice not |ater than 48 hours after the
occurrence of the force nmjeure describing the particulars of the force majeure;
(2) the suspension of performance is of no greater scope and of |onger duration
than is required by the force majeure; and (3) the non-
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performng party uses its best efforts to remedy its inability to perform

Not wi t hst andi ng the preceding, the settlenment of strikes, |ockouts, and other

| abor disputes will be entirely within the discretion of the affected party, and
the party will not be required to settle any strike, |ockout or other |abor

di spute on terms which it deems inadvisable.

Term

The term of the effluent supply agreement will be 25 years unless
termnated early as a result of (1) our inability to obtain financing for our
project; (2) our inability to obtain necessary approvals to construct and
operate our project; (3) failure by us to deliver the comencenent notice by
Decenber 31, 2004, or (4) the occurrence of any event of default.

Early Termination for Event of Default

A party may terminate the effluent supply agreenent (1) upon a
bankruptcy event of the other party or (2) if the other party fails to perform
or observe any of its material obligations under the effluent supply agreenent
within the tinme contenplated by the effluent supply agreement and the failure



continues for a period of tine greater than 30 days fromthe defaulting party.

Pennsy Supply Agreenents

We, as assignee of AES Ironwood, Inc., have entered into an Agreenent
Relating to Real Estate, dated as of October 22, 1998, with Pennsy Supply, Inc.
under which Pennsy Supply has agreed to grant to us specific easenents and the
right to punp water from Pennsy Supply-owned property. The easenents, which are
primarily for access and utility purposes, would run from property owned by us,
on which it will develop and construct its electric generating facility, across
property owned by Pennsy Supply and require that our property be used as a power
pl ant. Pennsy Supply has also agreed to grant to us easenents with respect to
stormwater facilities and construction of a rail spur. Pennsy Supply will nmake
wat er available to us during construction and testing of our facility and for as
long as we operate our facility. We will bear all costs and expenses with
respect to water-punping. In consideration for the easenents and the
wat er - punpi ng rights, we have agreed to convey to Pennsy Supply title to a
parcel of |and adjacent to the property owned by us.

We have al so entered into an Easenent and Ri ght of Access Agreenent,
dated as of April 15, 1999, with Pennsy Supply under which Pennsy Supply has
granted us the rights and easenents referred to in the prior paragraph as well
as specific other rights and easenments required by us for the construction and
operation of our facility.
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ROLE OF THE | NDEPENDENT ENGI NEER

Stone & Webster will initially serve as the independent engineer in
accordance with the indenture.

Under a consulting services agreement with us, and in accordance with
the indenture, the independent engineer is responsible for confirm ng the
reasonabl eness of statements and projections made in specified certificates
required to be provided, including with respect to

o satisfaction of certain requirenents under the construction
agreenment ;

o the cost of and occurrence of the conpletion of rebuilding,
repairing or restoring of our facility follow ng an event of
| oss;

o under specified circunstances, the calculation of debt service

coverage ratios and the consistency of assunptions made in
connection with the calcul ations;

o whet her any termi nation, amendment or nodification of any
project contract would reasonably be expected to have a
material adverse effect; and

o specified tests required for the issuance of additional debt.

The trustee nay renove the independent engineer if at any tinme the
i ndependent engi neer becomes incapable of acting or is, or is reasonably likely
to be, adjudged bankrupt or insolvent or a receiver is appointed for, or any
public officer takes charge or control of, the independent engineer or its
property or its affairs for the purpose of rehabilitation, conservation or
l'i qui dation, and nmust appoint a successor independent engineer. Wthin 30 days
of receipt by the trustee of a witten notification fromus to the effect that
the independent engineer has failed to carry out its obligations in a tinmely
manner, and in other circunstances, the trustee nust renove the independent
engi neer and appoi nt a successor independent engineer from those engineers then
listed on a schedule to the indenture. We will pay for all services performed by
the independent engineer and its reasonable costs and expenses related to the
services.

If we and the independent engineer are in dispute in respect of a
notice, plan, report, certificate or budget and we are unable to resolve the
di spute within seven days of the independent engineer expressing its
di sagreenent with the notice, plan, report, certificate or budget, a single
i ndependent third-party engineer will be designated to consider and decide the
i ssues raised by the dispute. The selection of the third-party engineer will be
made fromthe |ist of engineers described bel ow. W nust designate the
third-party engineer fromthe list not later than the third day follow ng the
expiration of the seven-day period described above and the designation wll
become effective in three days. Wthin three days of the designation of a
third-party engineer, we and the independent engineer will submit to the
third-party engineer a notice setting forth in detail the person's position in
respect of the issues in dispute. The notice will include supporting
docunentation, if appropriate.

The third-party engineer nust conplete all proceedings and issue his
decision with regard to the issues in dispute as pronptly as reasonably
possi ble, but in any event within 10 days of the date on which he is designated
as third-party engineer, unless the third-party engineer reasonably determn nes
that additional tinme is required in order to give adequate consideration to the
issues raised. In that case the third-party engineer nust state in witing his
reasons for believing that additional time is needed and nust specify the
addi tional period required, which period nust not exceed 10 days wi thout our
agreement .

If the third-party engineer deternines that the position described in



the independent engineer's notice is correct, it nmust so state and nust state
the corrective actions to be taken by us. In that case, we nust pronptly take
the corrective actions. We nust thereafter bear all costs which may arise from
actions taken under the third-party engineer's decision. If the third-party
engi neer deternines that the position described in the independent engineer's
notice is not correct, it nmust so state and nust state the appropriate actions
to be taken by us. In that case, we nust take the appropriate actions and for
purposes of the indenture, the independent engineer and the trustee will be
deened to have approved, confirned, concurred in or consented to the notice,
plan, report, certificate or budget in dispute. The decision of the third-party
engineer will be final and non-appeal able. We will bear all reasonable costs
incurred by the third-party engineer in connection with this dispute resolution
mechani sm

The third-party engineer will be chosen fromthe list of qualified
engi neers described in a schedule to the indenture. The list will also be used
by the trustee to choose a successor independent engineer. At any time either we
or the trustee may renove a particul ar engineer fromthe |list by obtaining the
ot her person's reasonable consent to the
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removal . However, neither we nor the trustee may renove a name or names fromthe
list if the removal would |eave the |ist without at |east two names, unless, at
the sane time, we and the trustee reasonably agree to the addition of one or
nore nanes to the list. During January of each year, we and the independent
engineer will review the current list of third-party engineers and give notice
to the trustee of any proposed additions to the list and any intended del etions.
Intended deletions will automatically becone effective 30 days after the trustee
received notice unless the trustee nmakes a written objection within 30 days and
so long as the deletions do not |eave the |ist fewer than two names. Proposed
additions to the list will autonatically becone effective 30 days after the
trustee received notice unless the trustee makes a written objection within 30
days. We may add a new name or names to the list of third-party engineers at any
time so long as no person will be added to the list or authorized to act as
third-party engineer unless the person is a conpetent firm of professional

engi neers or consultants with a national reputation.
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DESCRI PTI ON OF THE NEW BONDS
Gener al

We will issue new bonds under the indenture, dated as of June 25, 1999,
between us and the trustee. This is the same indenture under which the old bonds
were issued. W& sunmarize below certain provisions of the indenture, but do not
restate the indenture in its entirety. We urge you to read the indenture because
it, and not this description, defines your rights as a holder of the notes.

Copi es of the indenture and the other financing docunents are available for

i nspection during nornal business hours at the offices of the trustee. The new
bonds will be issued in fully registered formw thout coupons and in

denomi nations of $100,000 and any integral multiple of $1,000 in excess thereof.

The indenture pernmits us to issue new bonds and any future senior
secured indebtedness under a supplemental indenture as may be authorized from
time to time in accordance with the indenture. We may al so issue, subject to the
indenture, any other series of debt issued under the indenture through a
suppl emental indenture on terns we established. See "SUMVARY OF PRI NCI PAL
FI NANCI NG DOCUMENTS- - | ndent ur e- - Suppl emental | ndentures."

The new bonds will be direct obligations of ours and will be secured by
the collateral to the sane extent as the old bonds.

Princi pal Amount, Interest Rate and Stated Maturity

We will issue the new bonds in the aggregate principal amount of
$308, 500, 000. The new bonds will bear interest at the rate per annum descri bed
on the cover of this prospectus and have a final maturity date of November 30,
2025.

Payment of Interest and Principal

We will pay interest on the bonds every three nonths, on each February
28, May 31, August 31 and Novenber 30, commencing August 31, 1999, to the
regi stered owners on the i mediately preceding record date, as that information
appears on our books and records.
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We will pay principal on the new bonds in installnments senm annually on
each February 28, My 31, August 31 and Novenber 30, commencing February 28,
2002, to the registered owners on the i nmedi ately preceding record date as
fol l ows:

PERCENTAGE OF ORI GI NAL PRI NCI PAL AMOUNT PAYABLE
YEAR FEBRUARY 28 MAY 31 AUGUST 31 NOVEMBER 30 ANNUAL TOTAL

2002 0. 1600% 0.1600% 0. 1600% 0.1600% 0. 6400%
2003 0. 3850% 0. 3850% 0. 3850% 0. 3850% 1.5400%



2004 0.5150% 0.5150% 0. 5150% 0.5150% 2.0600%
2005 0.5700% 0.5700% 0.5700% 0.5700% 2.2800%
2006 0. 5800% 0. 5800% 0. 5800% 0. 5800% 2.3200%
2007 0. 7400% 0. 7400% 0. 7400% 0. 7400% 2.9600%
2008 0. 9200% 0.9200% 0. 9200% 0.9200% 3.6800%
2009 0. 7800% 0.7800% 0. 7800% 0.7800% 3.1200%
2010 0. 8150% 0.8150% 0. 8150% 0.8150% 3.2600%
2011 1.0300% 1.0300% 1.0300% 1.0300% 4.1200%
2012 0. 7600% 0.7600% 0. 7600% 0.7600% 3. 0400%
2013 0. 9600% 0.9600% 0. 9600% 0. 9600% 3. 8400%
2014 1.2900% 1.2900% 1.2900% 1.2900% 5.1600%
2015 1.2400% 1.2400% 1.2400% 1.2400% 4.9600%
2016 1. 3550% 1.3550% 1.3550% 1.3550% 5.4200%
2017 1. 4650% 1.4650% 1. 4650% 1.4650% 5.8600%
2018 1.0100% 1.0100% 1.0100% 1.0100% 4.0400%
2019 1.2050% 1.2050% 1.2050% 1.2050% 4.8200%
2020 1.6250% 1.6250% 1.6250% 1.6250% 6. 5000%
2021 1. 6500% 1.6500% 1.2000% 1.2000% 5.7000%
2022 1. 3900% 1.3900% 1.3900% 1.3900% 5.5600%
2023 1.5000% 1.5000% 1.5000% 1.5000% 6. 0000%
2024 1.5500% 1.5500% 1.5500% 1.5500% 6.2000%
2025 1.7300% 1.7300% 1.7300% 1.7300% 6.9200%

100%

At our direction the trustee nmust round principal ampunts to be
redeemed to the nearest $1,000.

Interest will be conputed on the basis of a 360-day year conprised of
twel ve 30-day nonths and, for any period shorter than a full nonth, on the basis
of the actual nunber of days el apsed. Interest on the new bonds will accrue from
the nost recent date to which interest has been paid on the old bonds.

Payment and Payi ng Agents

Principal, make-whole premium if any, and interest in respect of the
new bonds will be payable at the office of the paying agent in the County of New
York, The City of New York. The trustee will serve as the principal paying agent
and transfer agent. The new bonds may be presented for paynent of principal at
the office of any paying agent. Paynents in respect of principal of the new
bonds wi Il be nade only agai nst surrender of the new bonds. Paynent in respect
of interest on any interest paynent date with respect to any new bond will be
made to the person in whose name the new bond is registered on February 1, May
1, August 1 and Novenber 1, each date a "regular record date", as the case may
be, immediately preceding the interest paynent date, except that interest
payabl e at maturity will be payable to the person to whom the principal of the
new bond is paid. Al payments of principal and interest with respect to
certificated new bonds, if any, will be made by dollar check drawn on a bank in
The City of New York or, for bondhol ders of at |east U. S.$1,000,000 in aggregate
princi pal amount of bonds, by wire transfer to a dollar account nmintained by
the payee with a bank in The City of New York so long as a witten request from
the bondhol der to that effect designating the account is received by the trustee
or the paying agent no later than the regular record date i mediately preceding
the interest payment date. Unless the designation is revoked, any designation
made by the
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bondhol der with respect to the certificated bonds will remain in effect with
respect to any future payments with respect to the certificated bonds payable to
the bondhol der. Paynents with respect to global bonds will be made to DTC or its
nomi nee, as bondhol der, under DTC s rules, regul ati ons and procedures.

I'f any payment in respect of a new bond is due on a day that is, at any
pl ace of paynent, not a business day, the bondholder will not be entitled to
payment of the ampunt due until the next succeeding business day at the place of
payment and will not be entitled to any further interest or other payment in
respect of any del ay.

The indenture provides that any noney paid by us to the trustee for any
payment with respect to the new bonds that remains unclained for two years will
be repaid to us, and thereafter the bondholder will look only to us for payments
thereof as an unsecured creditor, and we will not be liable to pay any taxes or
other duties in connection with the payment. Unless otherw se provided by
applicable law, the right to receive payment of principal and interest on any
new bond, whether at maturity, redenption or otherwise, will becone void at the
end of five years fromthe rel evant date thereof, or the shorter period as may
be prescribed by applicable | aw

Subject to specific limtations described in the indenture, we reserve
the right at any tine to vary or terminate the appointnent of the securities
registrar or any paying agent or transfer agent with or w thout cause, upon
giving 30 days' witten notice to the securities registrar, the paying agent or
transfer agent, as the case may be, and the trustee, and to appoint another
securities registrar or additional or other paying agents or transfer agents and
to approve any change in the specified offices through which any payi ng agent or
transfer agent acts so long as we will at all tines maintain a securities
registrar, kpayi ng agent and transfer agent in the County of New York, The City
of New York.

Optional Redenption

We may redeem all of the new bonds of each series, in whole or in part,
at our option at any tine, at a redenption price equal to the outstanding
princi pal amount plus accrued and unpaid interest to the redenption date,
together with the applicabl e make-whol e premi um



Mandat ory Redenption

Event of Loss and Event of Eninent Donmin

If either an event of |oss or an event of eminent donmin occurs, as
soon as reasonably practicable but no later than the date of receipt by us or
the collateral agent of casualty proceeds or enminent donmin proceeds, as the
case may be, we nust make a reasonable good faith determination as to whether
(1) our facility or any portion can be rebuilt, repaired or restored to permt
operation on a comercially feasible basis and (2) the casualty proceeds or the
em nent donmin proceeds, as the case may be, together with any other ampunts
that are available to us for the rebuilding, repair or restoration are
sufficient to permt the rebuilding, repair or restoration of our facility or a
portion thereof. Qur determination nust be evidenced by a certificate as to
redenption filed with the collateral agent which, if we determine that our
facility or a portion thereof can be rebuilt, repaired or restored to permt
operation on a comercially feasible basis and that the casualty proceeds or the
em nent donmin proceeds, as the case may be, together with any other ampunts
that are available to us for the rebuilding, repair or restoration, are
sufficient, nust also describe a reasonable good faith estimte by us of the
total cost of the rebuilding, repair or restoration. W nust deliver to the
collateral agent at the time it delivers the certificate as to redenption a
certificate of the independent engineer, dated the date of the certificate as to
redenption, confirm ng that, based upon reasonabl e investigation and review of
the determ nation made by us, the independent engineer believes the
determ nation and the estimate of the total cost, if any, described in the
certificate as to redenption to be reasonable.

) We rmust redeemall of the new bonds upon an event of loss or an event
of eminent donmin:

o in whole, at a redenption price equal to 100% of the principal
anount together with any accrued and unpaid interest through
the redenption date, within 90 days after receipt by the
trustee of casualty proceeds or eminent domain proceeds if our
facility is substantially destroyed and cannot be rebuilt,
repaired or restored to pernmt operation on a comercially
feasi bl e basis or an event of em nent domain has occurred and
our facility cannot be operated on a commercially feasible
basis, as the case may be. Qur obligation to redeemthe bonds
upon an event of loss or an event of eminent domain under the
preceding circunstances is not linmted to the casualty
proceeds or eninent donmin proceeds actually received; or

o in part, at a redenption price equal to 100% of the principal
anount together with any accrued and unpaid interest through
the redenption date, within 90 days after receipt by the
trustee of casualty proceeds or eminent domain proceeds if a
portion of our facility is destroyed or taken but our facility
can be rebuilt, repaired or
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restored to pernmt operation on a commercially feasible basis.
The aggregate anount of the new bonds to be redeemed under
this paragraph will equal the anpunt received by the trustee
in accordance with the applicable provision of the collateral
agency agreenment. The new bonds, however, nust not be subject
to nmandatory redenption when the proceeds not used for
rebuilding, repair or restoration do not exceed $5 million and
we certify to the trustee, which certification is confirned by
the independent engineer, that (1) the proceeds are not needed
for rebuilding, repair or restoration of our facility or (2)
not using the proceeds for the rebuilding, repair or
restoration of our facility would not reasonably be expected
toresult in a material adverse effect.

Any emi nent dommin proceeds and casualty proceeds received by the
trustee under the two preceding paragraphs nust be deposited in the redenption
subaccount .

Upon Recei pt of Performance Liquidated Damages Under the Construction
Agr eenment

If we receive performance |iquidated damages under the construction
agreement, we nust, as soon as reasonably practicable, make a reasonable good
faith determination as to whether:

o it is technically feasible to nodify, repair or replace any
portion of our facility in order to remedy the circunstances
giving rise to the obligation of Siemens Westinghouse to pay
the performance |iquidated damages;

o the performance |iquidated damages, together with any other
anounts that are available to us for the nodification, repair
or replacenent, are sufficient to pernit the nodification,
repair or replacenment, including the nmaking of all required
payments of interest and principal on our indebtedness during
the nodification, repair or replacenment;

o the projected average senior debt service coverage ratio,
after giving effect to the nodification, repair or replacenent



and the application of the performance |iquidated damages to
acconplish the sane, during the power purchase agreement term
(taken as one period) and the post-power purchase agreenent
period (taken as one period) would be equal to or greater than
the projected average senior debt service coverage ratio
described in the base case projections for each period
included in this prospectus; and

o the projected mininum senior debt service coverage ratio,
after giving effect to the nodification, repair or replacenent
and the application of the performance |iquidated damages to
acconplish the sane, during the power purchase agreement term
and the post-power purchase agreenent period would be equal to
or greater than the projected mnimum senior debt service
coverage ratio described in the base case projections for each
period included in this prospectus.

Qur determ nation nust be evidenced by an officer's certificate, together with
supporting detail as the collateral agent or the independent engineer may
reasonably request, filed with the collateral agent which, if we determ ne that
the portion of our facility can be nodified, repaired or replaced and that the
other statements described above are true, nust also describe our reasonable
good faith estimate of the total cost of the nodification, repair or
replacenent. We nust deliver to the collateral agent at the time we deliver the
officer's certificate referred to above a certificate of the independent

engi neer, dated the date of the officer's certificate, stating that, based upon
reasonabl e investigation and review of the deterninations, assunptions,

concl usions and estimates of costs made by us, the independent engineer believes
the determinations, assunptions, conclusions and estimtes of costs described in
the officer's certificate are reasonable.

If the requirenments of the preceding paragraph are satisfied, the
col lateral agent nust apply the ampunts received from Siemens Westinghouse to
the paynment, or reinbursenment to the extent the same have been paid or satisfied
by us, of the costs of nodification, repair and replacenent of that portion of
our facility that requires nodification, repair or replacenent in order to
remedy the circunstances giving rise to the obligation of Siemens Westinghouse
to pay the performance |iquidated damages. Upon receipt of an officer's
certificate fromus, confirmed by the independent engineer, certifying that

o all nodifications, repairs or replacenents of that portion of
our facility that requires nodification, repair or replacenent
in order to renedy the circunstances giving rise to the
obl i gation of Sienens Westinghouse to pay performance
i qui dat ed damages have been conpl eted and

o the projected debt service coverage ratio tests referred to in
the i mmedi ately preceding paragraph continue to be net,

75
<PAGE>

the collateral agent nust transfer all remmining proceeds of the performance
|'i qui dat ed danages to us or to whonever we in witing direct.

If the requirements of the preceding paragraph are not satisfied, then
we nmust redeem the new bonds.

Any performance |iquidated damages under the construction agreenent
received by the trustee under the preceding paragraph nust be deposited in the
redenpti on subaccount.

Upon Recei pt of Proceeds Under the Guaranty by The W Iians Conpanies, Inc.

If the power purchase agreenent is terminated as a result of an event
of default by Wlliams Energy and we receive proceeds under the guaranty
provided by The W I lians Conpanies, Inc. in respect thereof, we nust redeemthe
new bonds, in whole or in part, at a redenption price equal to 100% of the
princi pal amount together with any accrued and unpaid interest to the redenption
date, as soon as reasonably practicable, but in any event within 90 days of the
recei pt of the proceeds. After the payment of specific adm nistrative fees, the
aggregate amount of the new bonds to be redeened under this paragraph, including
accrued and unpaid interest, will equal an anpunt which is equal to the anount
pai d under the guaranty provided by The WIliams Conpanies, Inc. nultiplied by a
fraction the numerator of which is the then outstanding principal amunt of the
new bonds and accrued and unpaid interest and the denoninator of which is the
pri ngi pgl of and accrued and unpaid interest on all senior debt including the
new bonds.

Rat i ngs

The new bonds are expected to be rated "BBB-" by Standard & Poor's and
"Baa3" by Moody's. The ratings reflect only the views of the rating agencies at
the tinme the rating is issued, and any explanation of the significance of the
ratings may only be obtained fromthe rating agency. There is no assurance that
the ratings will remain in effect for any given period of time or that the
ratings will not be |owered, suspended or wi thdrawn entirely by the rating
agency, if, in the rating agency's judgnment, circunstances so warrant. Any
| owering, suspension or withdrawal of any rating may have an adverse effect on
the market price or marketability of the new bonds.

Book- Entry, Delivery and Form



The new bonds will initially be represented by one or nore pernanent
gl obal bonds in definitive, fully registered book-entry formthat will be
registered in the nanme of Cede & Co., the global bond hol der, as nomi nee of DTC.
The gl obal bonds will be deposited on behalf of the acquirors of the new bonds
represented thereby with a custodian for DTC for credit to the respective
accounts of the acquirors or to the other accounts as they may direct at DTC.
See "THE EXCHANGE OFFER--Procedures for Tendering--Book-Entry Transfer."

The G obal Bonds
We expect that under procedures established by DTC

o upon deposit of the global bonds with DTC or its custodian,
DTC will credit on its internal system portions of the gl obal
bonds that nust be conprised of the corresponding respective
anmounts of the global bonds to the respective accounts of
persons who have accounts with the depositary; and

o ownership of the bonds will be shown on, and the transfer of
ownership thereof will be effected only through, records
nmai ntained by DTC or its nominee, with respect to interests of
persons, or "participants,” who have accounts with DTC, and
the records of participants, with respect to interests of
persons other than participants.

So long as DTC or its nominee is the registered owner or holder of any
of the bonds, DTC or the nominee will be considered the sole owner or holder of
the bonds represented by the global bonds for all purposes under the indenture
and under the bonds represented thereby. No beneficial owner of an interest in
the global bonds will be able to transfer the interest except in accordance with
thg applicabl e procedures of DTC in addition to those provided for under the
i ndenture.

Payments on the bonds represented by the global bonds will be nade to
DTC or its noninee, as the case may be, as the registered owner of the gl obal
bonds. Neither we, the trustee nor any paying agent under the indenture will
have any responsibility or liability for any aspect of the records relating to
or payments made on account of beneficial ownership interests in the global
bonds or for maintaining, supervising or reviewing any records relating to the
beneficial ownership interest.

We expect that DTC or its nominee, upon receipt of any payment on the
bonds represented by the gl obal bonds, will credit participants' accounts with
payments in anounts proportionate to their respective beneficial interests in
the
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gl obal bonds as shown in the records of DTC or its nomi nee. W also expect that
payments by participants to owners of beneficial interests in the global bonds
hel d through the participants will be governed by standing instructions and
customary practice as is now the case with securities held for the accounts of
customers registered in the nanes of nominees for the custoners. The paynent
will be the responsibility of the participants.

Transfers between participants in DTC will be effected in accordance
with DTC rules and will be settled in imediately avail able funds.

DTC has advised us that it will take any action permitted to be taken
by a hol der of bonds, including the presentation of bonds for exchange as
descri bed below, only at the direction of one or nore participants to whose
account the DTC interests in the global bonds are credited and only in respect
of the aggregate principal ampunt as to which the participant or participants
has or have given the direction. However, if there is an event of default under
the indenture, DTC will exchange the gl obal bonds for certificated securities
that it will distribute to its participants.

DTC has advised us as follows:

o DTC is a |limted-purpose trust conpany organi zed under the New
York Banking Law, a "banking organization™ within the neaning
of the New York Banking Law, a nenber of the Federal Reserve
System a "clearing corporation” within the neaning of the New
York Uniform Comercial Code and a "clearing agency"
regi stered under the provisions of Section 17A of the Exchange
Act ;

o DTC hol ds securities that its participants deposit with DTC
and facilitates the settlenment anong participants of
securities transactions, the as transfers and pledges, in
deposited securities through electronic conputerized
book-entry changes in participants' accounts, thereby
elimnating the need for physical novenent of securities
certificates;

o Direct participants include securities brokers and dealers,
banks, trust conpanies, clearing corporations and other
or gani zati ons;

o DTC is owned by a nunmber of its participants and by the New
York Stock Exchange, Inc., the Anerican Stock Exchange, Inc.



and the National Association of Securities Dealers, Inc.;

o Access to the DTC systemis also available to others the as
securities brokers and deal ers, banks and trust conpanies that
clear through or maintain a custodial relationship with a
direct participant, either directly or indirectly; and

o The rules applicable to DTC and its participants are on file
with the SEC

Al though DTC is expected to follow these procedures in order to
facilitate transfers of interests in the global bonds anpbng participants of DTC,
it is under no obligation to performthe procedures, and the procedures nay be
di scontinued at any tinme. Neither we nor the trustee will have any
responsi bility for the performance by DTC or its direct or indirect participants
of their respective obligations under the rules and procedures governing their
operations.

Certificated Securities

As of the date of this prospectus, all of the interests in old bonds
are in book-entry form It is not expected that any old bonds will be in
registered certificated format the time of the exchange. It is expected that
all ol d bonds before the exchange, and all bonds outstanding after the exchange,
will be represented by global certificates for bonds in bearer formheld by The
Bank of New York as depositary and that DTC will have a book-entry interest in
those bonds. Beneficial interests in those bonds will be held through
participants in DTC acting as securities intermediaries. Therefore, references
in this section to bonds are references to beneficial interests in the bonds in
book-entry form except where the discussion is explicitly about certificated
bonds, and references to owners are to owners of those beneficial interests.

Interests in the global bonds will be exchanged for certificated
securities if:

o DTC or any successor depositary notifies us that it is
unwi | ling or unable to continue as depositary for the gl obal
bonds, or DTC ceases to becone a "clearing agency" registered
under the Exchange Act, and a successor depositary is not
appoi nted by us within 90 days;

o an event of default has occurred and is continuing with
respect to the bonds and the registrar has received a request
from DTC or any successor depository to issue certificated
securities within 30 days of the request; or
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o we determine not to have the bonds represented by gl obal
bonds.

Upon the occurrence of any of the events described in the preceding
sentence, we will cause the appropriate certificates securities to be delivered.
Neither we nor the trustee will be liable for any delay by DTC or any successor
depository or its nominee in identifying the beneficial owners of the related
bonds. Each person may conclusively rely on instructions from DTC or any
successor depository or the nominee for all purposes, including the registration
and dglivery and the respective principal anmobunts, of the new bonds to be
i ssued.

Omners of old bonds should instruct the brokers, dealers, conmercial
banks or trust conmpanies with whomthey have securities accounts or their
nomi nees to tender for them Exchanges by owners will be represented by an
exchange of global certificates for old bonds held by the depositary for gl obal
certificates for new bonds. If fewer than all old bonds are tendered for
exchange, the depositary will hold separate global certificates for bonds
Lep‘rjesenti ng the appropriate aggregate anounts of remaining old bonds and of new
onds.

Sane-Day Settl|lenent and Paynment

The indenture requires that payments in respect of the bonds
represented by the global bonds, including principal, premium if any, and
interest, be made by wire transfer of inmmediately available funds to the
accounts specified by the global bond holder. Wth respect to certificated
bonds, if any, we will meke all paynents of principal, premium if any, and
interest by wire transfer of inmmediately available funds to the accounts
specified by the holders thereof or, if no account is specified, by mailing a
check to each holder's registered address. Secondary trading in |ong-term bonds
and debentures of corporate issues is generally settled in clearinghouse or
next-day funds. In contrast, bonds represented by the gl obal bonds are expected
to be eligible to trade in the PORTAL market and to trade in DTC s Sane-Day
Funds Settlement System and any permitted secondary market trading activity in
the bonds will, therefore, be required by DTC to be settled in i mediately
avail abl e funds. We expect that secondary trading in the certificated bonds will
al so be settled in imediately avail abl e funds.

Because of time zone differences, the securities account of a Euroclear
or Cedel participant purchasing an interest in global bonds froma participant

in DTC will be credited, and any crediting will be reported to the relevant
Eurocl ear or Cedel participant, during the securities settlement processing day,
whi ch nust be a business day for Euroclear or Cedel, imediately follow ng the

settlement date of DTC. DTC has advised us that cash received in Euroclear or
Cedel as a result of sales of interests in a global bond by or through a



Eurocl ear or Cedel participant to a participant in DTC will be received with
value on the settlement date of DTC but will be available in the relevant
Eurocl ear or Cedel cash account only as of the business day for Euroclear or
Cedel following DTC s settlenment date.

Year 2000

DTC managenent is aware that some conputer applications, systens, and
the like for processing data that are dependent upon cal endar dates, including
dates before, on, and after January 1, 2000, nmy encounter "Year 2000 problens."
DTC has infornmed its participants and other nmembers of the financial comunity
that it has devel oped and is inplenenting a programso that its systens, as the
sane relate to the timely paynment of distributions, including principal and
income paynments, to securityhol ders, book-entry deliveries, and settlenent of
trades within DTC, continue to function appropriately. This programincludes a
technical assessnment and a renediation plan, each of which is conplete.

Addi tionally, DTC s plan includes a testing phase which is expected to be
conpl eted within approximte tine franes.

However, DTC s ability to perform property its services is al so
dependent upon other parties, including but not linited to issuers and their
agents, as well as third-party vendors from whom DTC |icenses software and
hardware, and third-party vendors on whom DTC relies for information or the
provision of services, including, telecommunication and electrical utility
service providers, anmong others. DTC has informed the financial community that
it is contacting, and will continue to contact, third-party vendors from whom
DTC acquires services to: (1) inpress upon themthe inportance of the services
bei ng Year 2000 conpliant and (2) determine the extent of their efforts for Year
2000 renedi ation, and as appropriate, testing, of their services. In addition,
DTC is in the process of devel oping the contingency plans as it deems
appropriate.

Limted Recourse Nature of the New Bonds

Al'l obligations in connection with the new bonds are solely of our
obligations. The bondhol ders nust have recourse only to us and the collateral
for repayment of the new bonds. No hol der of ownership interests in our conpany
or any other affiliate of ours or any of their respective incorporators,
stockhol ders, directors, officers or enployees has or will guarantee the payment
gflahe new bonds. The bondhol ders nust have no clai magainst or recourse to the
ol ders of
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the ownership interests in our conpany or any other affiliate of ours or their
respective incorporators, stockholders, directors, officers or enployees by
operation of |aw or otherwi se for the repayment of the new bonds.
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SUMVARY OF PRI NCI PAL FI NANCI NG DOCUMENTS

The fol l owing sunmaries contain the material ternms of the principal
financing docunments. All capitalized terns used in the follow ng and not
otherwi se defined in this prospectus have the nmeanings given to themin Annex A
to this prospectus.

I ndenture
Account s

I ndenture Accounts

The fol |l owi ng accounts have been established by the trustee: the bond
payment account, including the interest paynent subaccount, the principal
payment subaccount and the redenption subaccount, and the construction interest
account. All ampunts fromtime to tinme held in each indenture account nust be
held in the nane of the trustee subject to the |lien and security interest
granted under the indenture and in the custody of the depositary bank on behal f
of the trustee.

Bond Paynent Account

The trustee nust deposit (1) all funds received by it for the payment
of interest on the bonds into the interest payment subaccount of the bond
payment account for disbursenent in accordance with the indenture and (2) all
funds received by it for the payment of principal on the bonds, including any
funds transferred fromthe redenpti on subaccount of the bond payment account,
into the principal paynent subaccount of the bond payment account for
di sbursement in accordance with the indenture.

Construction Interest Account

The trustee nust deposit all funds received by it for the paynent of
interest on the bonds fromand including the date of original issuance of the
bonds then outstanding to and through the commercial operation date into the
construction interest account. The trustee will disburse fromthe construction
interest account the anount required to pay interest on the bonds when due,
whet her on an interest paynent date or upon call for redenption or by
accel eration or otherwise. On the comercial operation date and upon our
delivery to the collateral agent and the trustee of a comercial operation



certificate, the trustee nust transfer all funds remaining in the construction
interest account to the bond payment account for deposit in the interest paynent
subaccount .

I nterest Paynment Subaccount, Principal Paynent Subaccount and Redenption
Subaccount

o The trustee is authorized and directed to disburse fromthe interest
payment subaccount, the ampbunt required to pay interest on the bonds when due,
whet her on an interest paynent date or upon call for redenption or by
accel eration or otherwise.

o The trustee is authorized and directed to disburse fromthe principal
payment subaccount, the ampunt required to pay principal on the bonds when due,
whet her on a principal paynent date or upon call for redenption or by
accel eration or otherwise.

o The trustee is authorized and directed to disburse funds fromthe
redenpti on subaccount, when anpunts on deposit therein equal or exceed
$5, 000, 000, for the redenption of bonds in accordance with the indenture. The
precedi ng notw thstanding, the trustee nust transfer funds remaining in the
redenption subaccount for nore than one year and not applied to the redenption
of bonds under the indenture to the principal payment subaccount for application
by the trustee in accordance with the indenture.

Affirnative Covenants
We have made the following affirmtive covenants in the indenture:

Payment of Principal, Premium if any, and Interest

We nust punctual |y pay, or cause to be paid, the principal of, any
premium and interest on, and all other anmpunts payable in respect of, the bonds
in accordance with their terns and the terms of the indenture and of the related
series supplemental indenture.
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Reporting Requirenments

We nmust furnish to the senior creditors:

(1) as soon as practicable and in any event within 60 days after the
end of the first, second and third quarterly accounting periods of each fiscal
year, commencing with the quarter ending Septenber 30, 1999, an unaudited
bal ance sheet as of the last day of the quarterly period and the related
statements of income and cash flows, and reports of all dividends and other
distributions paid to owners during the quarterly period prepared in accordance
with GAAP and, in the case of second and third quarterly periods, for the
portion of the fiscal year ending with the |ast day of the quarterly period;

(2) as soon as practicable and in any event within 120 days after the
end of each fiscal year, commencing with the fiscal year ended Decenber 31,
1999, a bal ance sheet as of the end of the year and the related statenents of
income and cash flow during the year;

(3) at the time of the delivery of the financial statements provided
for in clauses (1) and (2) above, an officer's certificate to the effect that,
to the best of the officer's know edge, (a) we are in conpliance with all of our
material obligations under the terns of the transaction documents the
non- per formance of which has resulted or could reasonably be expected to result
in a mterial adverse effect and (b) to the best of the officer's know edge, no
default or event of default has occurred and is continuing to occur or, if any
default or event of default has occurred and is continuing to occur, specifying
the extent of the default and what action we are taking or propose to take; and

(4) each of the following itens:

o witten notice of the occurrence of any event or condition which
constitutes an event of default and an officer's certificate, setting forth the
details of the default or condition and the action which we are taking or
propose to take pronptly after we obtain actual know edge of the occurrence;

o witten notice of the occurrence of any event of em nent dommin or
any event of loss and an officer's certificate, setting forth the details and
the action which we are taking or propose to take pronptly after we obtain
actual know edge of the occurrence; and

o until the occurrence of the commercial operation date, w thin 45 days
after the end of each fiscal quarter, starting with our quarter ending Septenber
30, 1999, a quarterly construction report describing the progress of our
facility's construction and expenditure of funds;

(5) we nust furnish or cause to be furnished to the senior creditors no
later than six nonths prior to the expiration of the termof the power purchase



agreenent an independent forecast prepared by an independent consultant which
sets forth projections of (a) electricity prices for the PIJM power pool narket
(or if the market no |onger exists at the time, any successor market or
substitute market as determined in good faith by us which approxi mtes, to the
extent practicable, the region) and (b) gas prices on a delivered basis to our
facility, in each case on at |east an annual basis through the final maturity
date for the bonds. We, however, should not be required to provide the

i ndependent forecast if:

o we enter into a replacement power purchase agreenent,
effective as of the expiration of the power purchase agreenent
and extending to at least the final maturity date for the
bonds,

o the projected senior debt service coverage ratio through the
final maturity date for the bonds, based on the provisions of
the repl acenent power purchase agreement are greater than 2.0
to 1 and

o the senior unsecured |ong term debt of the power purchaser(s)
under the agreenent(s) is rated at |east investment grade;

(6) upon the request of any bondhol der, or the trustee on behalf of a
hol der of a beneficial interest in the bonds, we nmust furnish the information
specified in paragraph (d)(4) of Rule 144A to the bondhol der, and hol ders of
beneficial interests in the bonds, to a prospective purchaser of the bonds, and
prospective purchasers of beneficial interests in the bonds, who is a Qualified
Institutional Buyer or Institutional Accredited Investor or to the trustee for
delivery to the bondhol der or prospective purchaser of the bonds, as the case
may be, unless, at the time of the request, we are subject to the reporting
requirenents of Section 13 or 15(d) of the Exchange Act;

7) all information provided to the senior creditors under clauses (1),
(2), (3) and (4) above nust al so be provided by the trustee (a) to the
bondhol ders and (b) to hol ders of beneficial interests in the bonds or
prospective
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purchasers of the bonds or beneficial interests in the bonds upon witten
request to the trustee, which may be a single continuing request. We nust
furnish the trustee, upon its request, with sufficient copies of all the
information to accommpdate the requests of the holders of beneficial interests
in the bonds; and

(8) the information specified in paragraphs (1)
above nmust be provided to each rating agency concurrentl
the senior creditors.

» (2), (3), (4) and (5)
y with its delivery to

I nsurance Report

I nsurance

We nmust mmintain or cause to be maintained in accordance with the terms
of the indenture the follow ng insurance coverages: (1) during construction of
our facility, builder's risk, delayed start-up, conprehensive general liability,
wor kers' conpensation and enployer's liability, autonmobile liability and
unbrella liability; and (2) subsequent to transfer of care, custody and control
of the facility to us, all risk property and boiler and machinery insurance,
busi ness interruption, conprehensive general liability, workers' conpensation
and enployer's liability, autonobile liability and unbrella liability. All
policies of insurance except workers' conpensation and autonobile liability
policies nust name the collateral agent and WIlians Energy as additional
insureds. If at any tinme any of the required insurance is no | onger be available
on comrercially reasonable ternms, as confirmed by the independent insurance
advi ser, we nust procure substitute insurance coverage reasonably satisfactory
to the independent insurance advisor that is the nost equivalent to the required
coverage and that is available on comercially reasonable terns.

Mai nt enance of Existence, Liens and Governnental Approvals

We nmust at all tines:

o preserve and maintain in full force and effect (1) its existence as a
limted liability conpany and its good standing under the |aws of the State of
Del aware and (2) its qualification to do business in each other jurisdiction in
whi ch the character of the properties owned or |leased by it or in which the
transaction of its business as conducted or proposed to be conducted nakes the
qualification necessary;

o obtain and maintain in full force and effect all governnental
approval s, including maintaining conpliance with environmental |aws, and other
consents and approvals required at any time in connection with the construction,
nei nt enance, ownership or operation of our facility;

o preserve and maintain good and marketable title to its properties and
assets, subject to no liens other than permitted liens; and



o preserve and maintain liens of the senior creditors on the
col lateral .

Operating and Maintenance

We nust, or nust cause the operator to, use, maintain and operate our
facility and the facility site in conpliance with generally accepted prudent
operating and mai ntenance practices and the material provisions of all relevant
project contracts.

Conpliance with Applicable Laws

We nust conply with, and nust ensure that our facility is constructed
and operated in conpliance with, and nust nmake alterations to our facility and
the facility site as may be required for conpliance with, all applicable |aws,
environnmental |aws and governnmental approvals, except where nonconpliance woul d
not reasonably be expected to result in a nmaterial adverse effect.

Project Contracts; Guaranty by The W Ilians Conpanies, Inc.; Operation of our
Facility

We nust (1) perform and observe in all material respects our covenants
and agreenents contained in any of our project contracts, (2) enforce, defend
and protect all of our rights contained in any of our project contracts and (3)
take all reasonabl e and necessary actions to prevent the termnation or
cancel l ation of any of our project contracts, except in case of (1) and (2)
above, where the non-performance coul d not reasonably be expected to have a
material adverse effect.

We (1) will fully enforce our rights under the guaranty provided by The
W lianms Conpanies, Inc. and the power purchase agreenent with respect to
substitute security under the circumstances provided for therein and (2) wll
not, without the consent of bondhol ders holding a najority in outstanding
princi pal amount of the bonds, make a demand
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for or take any |legal action under the guaranty provided by The WIIians
Conpanies, Inc. if, as a result of paynents made under the demand or |egal
action by us, the aggregate anount avail able under the guaranty provided by The
W lianms Conpanies, Inc. would be |ess than or equal to the principal amount of
the then outstanding senior debt, including the undrawn portions of the maxi num
anounts of any debt service reserve letter of credit or construction period
letter of credit. We will (1) upon any paynent event of default or other event
of default under the power purchase agreement, exercise our rights to term nate
the power purchase agreement in accordance with its terns, (2) if of any
termnation of the power purchase agreenent, fully enforce its rights under the
guaranty provided by The WIlians Conpanies, Inc. and (3) use any anounts

obt ai ned under the guaranty provided by The Wlliams Conpanies, Inc. to redeem
the bonds in accordance with the indenture and to pay principal and interest on
our other senior debt in accordance with the financing docunents and in each
case in accordance with the collateral agency agreenent.

We will (1) exercise all of our rights under the operations agreenment
to termnate the agreement if (a) a bankruptcy event in respect of the operator
has occurred and is continuing and (b) the operator has failed to perform any
mat erial obligation under the operations agreement and (2) exercise our rights
under the operations agreement to cause the operator to terminate the services
agreement under the terns of that agreement if (a) a bankruptcy event in respect
of The AES Corporation has occurred and is continuing and (b) The AES
Corporation has failed to performany nmaterial obligation under the services
agreement .

Annual Budget

Not | ess than 30 days prior to (1) the anticipated comercial operation
date, and thereafter (2) the commencenent of each fiscal year, we nust provide
to the senior creditors and the rating agencies an annual budget. The first
annual budget nust cover the period fromthe commercial operation date through
the end of the fiscal year in which the commercial operation date occurs, and if
the period consists of |ess than six nonths, for the i mediately succeeding
fiscal year. Each annual budget nust specify the estimted sal es of capacity and
energy under the power purchase agreenent and any replacenment power purchase
agreement and all other sales of capacity and energy, the estimated rates and
revenues for each category of the sales, all operating and neintenance costs, a
manpower forecast, a periodic inspection, naintenance and repair schedule, a
description of all required capital expenditures and the underlying operating
assunption and inplementation plans for the fiscal year covered by the annual
budget. We nust operate and nmaintain our facility, or cause our facility to be
operated and maintained, in accordance with the annual budget other than
devi ations resulting fromoperating requirenments under our project contracts or
prudent operating and nmi ntenance practices.

I nsurance Report

Wthin 30 days after the end of each fiscal year, we nust submit to the
senior creditors and each rating agency that currently is rating any of the
bonds then outstanding a certificate (1) listing all insurance being carried by,
or on behalf of, us under the indenture and (2) certifying that all insurance
policies required to be maintained under our project contracts and the indenture
are in full force and effect and all prem unms therefor have been fully paid.



I nspection

The senior creditors will have the right, upon reasonable advance
witten notice, to inspect our facility and the facility site fromtine to tine
so long as we have the right to specify reasonable dates and tinmes for any the
}nsple.ction in order to avoid any material interference with operation of our

acility.

Construction of our Facility

We nust cause the construction of our facility to be prosecuted and
conpleted with diligence and continuity, except for interruptions provided for
in the construction agreement or due to events of force majeure, which events of
force majeure we nust use our best efforts to nmitigate, in a good and
wor kmanl i ke manner and in accordance with sound, generally accepted building and
engi neering practices, all material applicable governnental requirenents and the
construction agreement. We nust at all times cause a conplete set of the current
and, when available, as-built plans, and all supplenments, relating to our
facility to be maintained on the facility site or Siemens Westinghouse's offices
and avail able for inspection by thereto i ndependent engineer.

Contractor Performance Tests; Final Acceptance

The independent engineer will have the right to witness and verify the
performance tests required by the construction agreement. W nust not, without
the prior witten confirmation by the independent engineer, either
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(1) grant the Final Acceptance Certificate to Siemens Westinghouse under the
construction agreement or (2) elect to effect Final Acceptance under the
construction agreenent.

Casual ty Proceeds; Eminent Donmmin Proceeds

We nust cause all casualty proceeds and emi nent domain proceeds to be
deposited in the restoration account under the collateral agency agreenment.

Payment of Taxes and | npositions

We will pay or cause to be paid, before any fine, interest or penalty

is inmposed, all inpositions. If, under any applicable |aw, any inpositions may
at our option be paid in installnents whether or not interest accrues on the
unpai d bal ance, we will have the right to exercise the option and to pay or

cause to be paid the inpositions and any accrued interest in installnents as
they fall due and before any fine, penalty, further interest or cost nay be
added so long as no event of default then exists.

We will pay all taxes and other governnental charges (including stanp
taxes) assessed by any governmental authorities and inposed on the collateral
agent, its successors or assignees, by reason of the collateral agent's
ownership of the nortgage or the other security docunents or payable by either
us or the collateral agent upon any nodification, amendnent, extension and/or
consolidation. We will also pay any tax inposed directly or indirectly on the
nortgage in lieu of a tax on the nortgaged property or any part thereof, whether
by reason of (1) the passage after the date of the nortgage of any |aw of the
Commonweal th of Pennsyl vani a deducting fromthe value of real property for the
purposes of taxation any lien, (2) any change in the |aws for the taxation of
nortgages or debts secured by nortgages for state or |ocal purposes, (3) a
change in the means of collection of any the tax or (4) any tax, now or
hereafter assessed against the nortgage or assessed against, or withheld from
any paynments made by us under the indenture.

We will not claimor demand or be entitled to any credit or credits for
the payment of any |npositions, and no deduction nust otherw se be made or
claimed fromthe taxable value of the nortgaged property, or any part thereof,
by reason of the nortgage.

Preservation of Lien of Mortgage

We will (1) preserve our right, title and interest in and to the
nortgaged property and will warrant and defend the same against any and all
clai ms and demands whatsoever, (2) continue to have full power and |awful
authority to encunber and convey the nortgaged property as provided in the
nortgage and (3) maintain and preserve the priority of the lien of the nortgage
until all of the obligations under the financing documents are paid and
performed in full.
Negati ve Covenants

We will make the follow ng negative covenants:
Limtations on Additional |ndebtedness

We nust not create or incur or suffer to exist any indebtedness or
| ease obligations except for:

o the bonds;



<PAGE>

i ndebt edness incurred under the debt service reserve letter of
credit and rei mbursement agreement or any construction period
letter of credit and reimbursenment agreenent;

letters of credit and other financial obligations arising
under our project contracts;

subordi nated debt of affiliates;

purchase noney obligations incurred to finance specific itens
of equi pment that do not conprise an integral part of our
project that extend only to the equi pnent being financed and
that do not in the aggregate have annual debt service or |ease
obl i gations exceeding $5 million;

trade accounts payable, other than for borrowed noney,
arising, and accrued expenses incurred, in the ordinary course
of business so long as the trade accounts payable are payabl e
within 90 days of the date the respective goods are delivered
or the respective services are rendered;

obligations in respect of surety bonds or similar instrunents
in an aggregate amount not exceeding $5 mllion outstanding at
any one tine;
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any lines of credit for working capital purposes in the
mexi mum anount of $5 million;

seni or debt used for an expansion of our facility; however, we
may issue senior debt if (1) (a) the projected average senior
debt service coverage ratio, after giving effect to the senior
debt, is at least 1.50 to 1.0 through the end of the power
purchase agreenent term (taken as one period) and at |east
2.50 to 1.0 during the post-power purchase agreenment period
(taken as one period) and (b) the projected m ni mum senior
debt service coverage ratio, after giving effect to the senior
debt, is at least 1.30 to 1.0 through the end of the power
purchase agreenent termand at least 2.15 to 1.0 during the
post - power purchase agreement period; (2) we provide a ratings
reaffirmation fromeach of the rating agencies; and (3) the
trustee does not, within 60 days of notice to holders of the
bonds setting forth a summary of the terms of the senior debt
and a description of the facilities to be constructed with the
proceeds of the senior debt, receive an instruction from
persons holding a majority in principal amount of the bonds
not to permit the issuance of the senior debt; and

seni or debt or subordinated debt, from persons who are not our
affiliates, for required nodifications to our facility and
optional nodifications to our facility; however, we may issue
(1) senior debt on a parity basis with the bonds only for
required nodifications to our facility and only if (a) the
projected average senior debt service coverage ratio, after
giving effect to the senior debt, is at least 1.30 to 1.0
through the end of the power purchase agreement term (taken as
one period) and at least 2.0 to 1.0 during the post-power
purchase agreenent period (taken as one period) or (b) we
provide a ratings reaffirmation fromeach of the rating

agenci es; (2) subordinated debt for required nodifications to
our facility only if (x) the projected average total debt
service coverage ratio, after taking into account the
subordinated debt, is at least 1.20 to 1.0 through the end of
the power purchase agreenent term (taken as one period) and at
least 1.65 to 1.0 during the post-power purchase agreenment
period (taken as one period) and (B) the projected m ninmm
total debt service coverage ratio, after giving effect to the
subordi nated debt, is at least 1.1 to 1.0 through the power
purchase agreenent termand at least 1.35 to 1.0 during the
post - power purchase agreement period, or (2) we provide a
ratings reaffirmation fromeach of the rating agencies; or (3)
subordi nated debt for optional nodifications to our facility
only if we provide a ratings reaffirmation fromeach of the
rating agencies. In the case of clauses (2) and (3) of the
preceding proviso, the final maturity date of the subordinated
debt nust not be earlier than the final maturity date for the
bonds and the average life of the subordinated debt nust be no
shorter than the average remamining life of the bonds.

Restricted Paynents

not meke any paynents restricted under the indenture unless the

distribution conditions described in the collateral agency agreement have been
satisfied. See "SUMVARY OF PRI NCI PAL FI NANCI NG DOCUMENTS- - Col | at eral Agency
Agreenent--Distribution Account."

Prohi bition of Change in Control

not engage in, or permt to occur, any change in control, where



change in control nmeans any failure by The AES Corporation, at all tines while
bonds are outstanding, to maintain directly or indirectly at |east a 51% voting
and economic interest in our conpany, unless prior to giving effect to the
reduction in the voting or economic interest of The AES Corporation in our
conpany either (1) each of the rating agencies provides a ratings reaffirmtion
to the trustee or (2) the reduction in The AES Corporation's voting or economc
interest has been approved by bondhol ders hol ding at |east 66-2/3%in aggregate
princi pal amount of the bonds.

Nat ure of Business

We nust not engage in any business other than the devel opnent,
financing, construction and operation and nmeintenance of our facility as
contenpl ated by our project contracts.

Amendnents to Project Contracts

We nust not, except as otherw se expressly described in the financing
docunents, termnminate, anend or nodify, other than immterial amendnents or
nodi fications as certified by us, any of our project contracts to which we are a
party, or consent to any assignment by another party, unless (1) we certify to
the senior creditors that the term nation, amendnent, nodification or assignnent
is not reasonably expected to result in a material adverse effect and the
term nation, amendnent, nodification or assignment is not reasonably expected to
materially increase the |ikelihood of the occurrence of a future material
adverse effect and (2) the independent engineer does not within 10 business days
of receipt of the certificate disagree in witing to the certification provided
under clause (1). We, however, shall not:
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o amend or nodify the power purchase agreement unless in
addition to the requirements of clauses (1) and (2) above, we
certify that the amendment or nodification would not cause our
net operating revenues to decrease by nore than 5% and the
certification is confirmed by the independent engineer,

o except as otherw se expressly described in the financing
docunents, terminate the power purchase agreenent or consent
to any rel ease of, assignnent by or change in the identity of
W liams Energy unless (1) within 90 days of the term nation
or consent resulting froman event of default by WIIlians
Energy under the power purchase agreenent, or prior to any the
termnation or consent or for any other reason we (a) enter
into a replacenent power purchase agreement or (b) provide the
senior creditors and each of the rating agencies with a power
marketing plan and (2) we provide to the trustee and the
collateral agent a ratings reaffirmation fromeach rating
agency within the 90-day period or prior to the termination or
consent, as the case may be, or

o rel ease or nodify in any way the guaranty provided by The
W liams Conpanies, Inc. unless we obtain substitute security
therefor under the power purchase agreenent.

Prohi bition on Fundanental Changes and Disposition of Assets

We nust not enter into any transaction of merger or consolidation,
change our form of organization or our business, |iquidate or dissolve
ourselves, or suffer any liquidation or dissolution, except as pernmitted in the
indenture. We nust not amend its governing instrunents except where the
anmendment coul d not reasonably be expected to result in a material adverse
effect. We nust not purchase or otherwi se acquire all or substantially all of
the assets of any other person unless we nay maintain ownership interests in
subsidiaries if the subsidiaries are involved in operation, naintenance or fuel
supply for our facility. In addition, except as contenplated by our project
contracts or pernitted under the indenture, or as authorized by the first and
second provisos below, we nust not sell, |ease (as |lessor) or transfer (as
transferor) any property or assets material to the operation of our facility
except in the ordinary course of business to the extent that the property is
worn out or is no |onger useful or necessary in connection with the operation of
our facility. Furthernore, we:

o nust not sell, |ease or transfer any of the property or assets
without the written approval of the collateral agent, if the
aggregate fair market value of all sales, |eases and transfers
inthe current fiscal year exceeds $5 million; and

o may | oan useful spare parts to other electric power generating
facilities owned by an affiliate of ours w thout prior
approval of the trustee or the collateral agent on the
conditions that, with respect to any spare part whose value is
in excess of $50,000, (1) at the tine of the loan the
reci pient of the spare part enters into an enforceable
obligation to replace the spare part in kind, or to pay to us
an anmount equal to the replacenment value of the spare part,
within 30 days of our demand for the same and (2) we certify
to the collateral agent that the spare part is not be
necessary for a planned outage or for schedul ed mai ntenance of
our facility prior to being replaced, and the certificate is
confirmed by the independent engineer.



Li ens

We nust not create or suffer to exist or permt any lien upon or with
respect to any of our properties, other than permtted |iens.

Transactions with Affiliates

We nust not enter into any transactions with our affiliates other than
(1) the operations agreenent and the equity subscription agreement and (2)
transactions in the ordinary course of business on fair and reasonable terms as
favorable to us as we would obtain in an arnis length transaction with an
unaffiliated third party.

Change Orders

We nust not initiate or approve any change order under the construction
agreement that individually exceeds $5, 000,000 or when aggregated with all other
change orders exceeds $10, 000,000, unless we certify in witing to the
collateral agent that (1) the change order is technically feasible, (2) the
change order is not reasonably expected to materially and adversely affect the
operation or reliability of our facility, (3) the inplenmentation of the change
order is not reasonably expected to cause the commercial operation date to occur
after Decenber 31, 2002 and (4) adequate funds are available to us to fund the
change orders and other project costs through the commercial operation date, and
the certification is confirnmed by the independent engineer.

86
<PAGE>
Events of Default
Events of default under the indenture will include the follow ng:
o W fail to pay any principal, interest or any prem umincluding any

nake-whol e premium on a bond when the sane becones due and payabl e, whether
when it is scheduled to mature or upon any required prepaynment or by
accel eration or otherwise and the failure continues for 10 or nore days; or

o Any representation or warranty made by us in the indenture proves to
have been fal se or misleading in any respect when nade, confirmed or furnished
and the inaccuracy has resulted or is reasonably expected to result in a
material adverse effect on us and the circunstances surrounding the
m srepresentation continues uncured for 30 or nore days fromits discovery;
however, if we commence efforts to cure the factual situation resulting in the
m srepresentation within the 30-day period, we may continue to effect the cure
of the misrepresentation, and the misrepresentation will not be deened to be an
event of default, for an additional 60 days so |ong as an authorized
representative of ours certifies that no other event of default has occurred and
is continuing and we are diligently pursuing the cure; or

o We fail to mamintain insurance in accordance with the indenture; or

o W fail to performor observe covenants or agreenments in the
indenture with respect to the follow ng: maintenance of existence and
governmental approvals; nature of business; conpliance with applicable |aws;
amendments to project contracts; prohibition on fundanental changes and
di sposition of assets; |iens; indebtedness; or restricted paynents; and any
failure continues uncured for nore than 30 days after we have actual know edge
of the failure; or

o A change in control occurs; or

o W fail to performor observe any of our covenants or agreements
contained in any other provision of the indenture not discussed above and the
failure continues uncured for nore than 30 days after we have actual know edge
of the failure; however, if we commence efforts to cure the default within the
30-day period and are diligently attenpting to cure the default, and certifies
to the trustee the steps it is taking, we nmay continue to effect the cure of the
default, and the default will not be deemed an event of default, for an
additional 60 days so long as we certify that no other event of default has
occurred and is continuing and we are diligently pursuing the cure; or

o W or, so long as The AES Corporation has any outstanding obligations
under any acceptable credit support, The AES Corporation or, so |long as AES
I ronwood, Inc. has any outstanding obligations under the equity subscription
agreement, AES |ronwood, Inc. (1) apply for or consent to the appointment of, or
the taking of possession by, a receiver, custodian, trustee or |iquidator of
itself or of all or substantially all of its property, (2) admit in witing its
inability, or be generally unable, to pay its debts as the debts become due, (3)
nake a general assignnent of the benefit of its creditors, (4) commence a
voluntary case under the Bankruptcy Code, (5) file a petition seeking to take
advantage of any law relating to bankruptcy, insolvency, reorganization,
wi ndi ng-up or the conposition or readjustnent of debts, (6) fail to controvert



in atinmely and appropriate manner, or acquiesce in witing to, any petition
filed against the person in an involuntary case under the Bankruptcy Code or (7)
take any corporate or other action for the purpose of effecting any of the
precedi ng; or

o A proceeding or case is comenced without our application or consent
or, so long as The AES Corporation has any obligations under any acceptable
credit support, The AES Corporation or, so |long as AES Ironwood, |nc. has any
out standi ng obligations under the equity subscription agreenent, AES |ronwood,

Inc., in any court of conpetent jurisdiction, seeking (1) its |iquidation,
reorgani zation, dissolution, wi nding-up or the conposition or readjustnent of
debts, (2) the appointment of a trustee, receiver, custodian, |liquidator or the

like of the person under any |aw relating to bankruptcy, insolvency,

reorgani zation, wi nding-up or the conposition or adjustnment of debts, and the
proceedi ng or case continues undisnissed, or any order, judgment or decree
approving or ordering any of the preceding is entered and continues unstayed and
in effect, for a period of 90 or nore consecutive days, or (3) any order for
relief against the person is entered in an involuntary case under the Bankruptcy
Code (each event described in this paragraph and in the preceding clause
referred to as a "bankruptcy event"); or

o A final and non-appeal abl e judgment or judgnents for the payment of
money of nore than $15, 000,000 is rendered agai nst us, and the sane remain
unpai d or unstayed for a period of nore than 60 or nore consecutive days from
the date it is entered; or

o An "event of default" has occurred and is continuing under the debt
service reserve letter of credit and rei nbursenent agreement, the construction
period letter of credit and reimbursenment agreenment or any other
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i ndebt edness of ours the holder of which, or an agent or trustee therefor, is a
party to the collateral agency agreenent, other than indebtedness incurred under
the indenture, or an "event of default" has occurred and is continuing in
respect of any other indebtedness of ours of nore than $15, 000, 000; or

o Wth respect to any project contract: (1) the project contract is
decl ared unenforceable by a governmental authority, (2) any other party denies
it has a material obligation under the project contract or (3) any other party
defaults in respect of its obligations under the project contract, and in the
case of each event described in clause (1), (2) or (3), the event would be
likely to result in a material adverse effect; however, none of the events will
be an event of default under the indenture if within 180 days (90 days in
respect of the power purchase agreenent or the construction agreenent) fromthe
occurrence of the event (a) the other party resumes performance or enters into
an alternative agreement with us or (b) we enter into a replacement contract or
contracts with another party or parties which (A) contain, as certified by us,
substantially equivalent terms and conditions or, if the terns and conditions
are no |onger available on a commercially reasonable basis, the terns and
conditions then available on a comercially reasonable basis and (B) either (1)
we provide to the trustee and the collateral agent a ratings reaffirmtion from
each rating agency or (2) we certify that we would, after giving effect to the
alternative agreenent, maintain a projected mninum senior debt service coverage
ratio in any year during the remaining termof the bonds equal to or greater
than the | esser of (x) the projected mininum annual senior debt service coverage
rati o which would have been in effect had performance under the original project
contract continued and (y) 1.25 to 1.0 or (c) in the case of the power purchase
agreement, we deliver to the trustee and collateral agent a power nmarketing plan
and obtains a ratings reaffirmation fromeach rating agency; or

o Any grant of a lien contained in the security docunents ceases to be
effective to grant a perfected lien to the trustee or the collateral agent on a
material portion of the collateral described in the security docunents with the
priority purported to be created thereby; however, we nust have 10 days from
actual know edge to cure the cessation; or

o The construction of our facility is permanently abandoned; or

o AES Ironwood, Inc. fails to performor breaches any of its paynent
obligations under the equity subscription agreement and the failure or breach
continues for 10 business days or nore; or

o Any acceptable credit provider fails to performor breaches any of
its paynent obligations under any acceptable credit support and the failure or
breach continues for 10 business days or nore.

Renmedi es upon Def aul t

(1) If one or nore events of default has occurred and is continuing,
then:

o in the case of a bankruptcy event, the entire principal amount of the
bonds then outstanding, all interest accrued and not paid thereon, and any
prem uns payabl e under the bonds and the indenture will automatically become due
and payabl e without presentment, demand, protest or notice of any kind, all of
whi ch are waived; or



o in the case of any other event of default, the trustee may, and upon
witten direction of the bondhol ders holding not |ess than one-third of the
aggregate principal amount of outstanding bonds, the trustee will, by notice to
us, declare the entire principal anmpunt of the bonds, all accrued and unpaid
interest, and any prem um payabl e under the bonds and the indenture to be due
and payabl e, and the sane will become due and payabl e without presentnent,
demand, protest or further notice of any kind, all of which are waived; or

o the trustee will, if the required bondhol ders request in witing to
the trustee, direct the collateral agent, to the extent permitted under the
col l ateral agency agreenent, to take possession of all the collateral and, under
the collateral agency agreenent, to sell the collateral, as and to the extent
permitted under the collateral agency agreenent;

(2) If an event of default occurs and is continuing and is known to the
trustee, the trustee will mail to each bondhol der a notice of the event of
default within 30 days after its occurrence. Except in the case of an event of
default in payment of principal of or interest on any bond, the trustee may
wi thhol d the notice to the bondholders if a conmittee of its trust officers in
good faith determines that wi thholding the notice is in the interest of the
bondhol ders;

(3) At any time after the principal of the bonds become due and payable
upon a declared, but not an automatic, acceleration as provided in the
indenture, and before any judgment or decree for the paynent of all or any
portion of the noney so due, is entered, the bondholders of not |less than a
mejority in aggregate principal amount of the bonds then outstanding, by witten
notice to us and the trustee, mamy rescind and annul the declaration and its
consequences if:
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o there has been paid to or deposited with the trustee a sum sufficient
to pay
(a) all overdue installnments of interest on the bonds,
(b) the principal of and any premi umon any bonds that have becone

due otherw se than by the declaration of acceleration and
interest at the respective rates provided in the bonds for
| ate paynents of principal or prem um

(c) to the extent that payment of the interest is lawful, interest
upon overdue installnments of interest at the respective rates
provided in the bonds for |ate paynments of interest, and

(d) all sums paid or advanced by the trustee under the indenture
and the reasonabl e conpensation, expenses, disbursenments, and
advances of the trustee, its agents and counsel, and

o all events of default, other than the non-payment of the principal of
the bonds that has become due solely by the acceleration, have been cured or
wai ved as provided in the indenture;

No rescission will affect any subsequent default or inpair any right consequent.

Except as otherwi se specifically provided in the indenture, the holders
of a mpjority in principal amount of the bonds will have the right to direct the
time, place and method of conducting any proceeding for any renedy available to
the trustee or exercising any power conferred on the trustee; so long as (1) the
direction does not conflict with any law or the indenture or the collateral
agency agreement and (2) the trustee nmay take any other action deened proper by
the trustee which is not inconsistent with the direction.

Al'l rights and renedies available to the bondhol ders, or to the trustee
with respect to the collateral, or otherw se under the security docunents, are
subject to the collateral agency agreenent, including the ability to enforce any
remedy and the limtations on the trustee's ability to vote the interests
represented by the bonds.

Affiliate Cure Rights

Any affiliate of ours will, at its option, have the right, but not the
obligation, to cure any events of default for which cures are applicable.

Trustee

The Bank of New York, as successor to IBJ Witehall Bank & Trust
Conpany, will act as the trustee under the indenture. The indenture provides
that the trustee will not be liable in connection with the performance of its
duties thereunder, except for its own gross negligence, bad faith or willful



m sconduct. The trustee may becone the owner of any bonds, with the same rights
it would have if it were not the trustee, and may carry any nonies held by the
trustee on deposit with itself and will not have any liability for interest upon
any the nonies.

The trustee nmmy resign at any tine and be discharged fromits duties
and obligations under the indenture by giving witten notice to us and upon
appoi ntment and acceptance of a successor. The trustee may be renoved at any
time by the holders of not less than a majority in principal anount of then
out standi ng bonds. We or any hol der who has been a bona fide hol der of a
security for at |least six nonths may renpve the trustee if (1) the trustee fails
to conply with the provisions of the indenture regarding conflicting interests,
(2) the trustee ceases to be eligible as required under the indenture and fails
to resign after witten request, (3) the trustee becones bankrupt or insolvent
or (4) the trustee fails to carry out its obligations in a tinmely nmanner.
Not wi t hst andi ng the preceding, no resignation or renoval of the trustee and no
appoi ntment of a successor trustee will becone effective until the acceptance of
appoi ntment by the successor trustee.

Except during the continuance of an event of default under the
indenture, the trustee will performonly the duties as are specifically
described in the indenture. During the existence of an event of default, the
trustee will exercise the of the rights and powers vested in it by the
indenture, and use the same degree of care and skill in their exercise as a
prudent person woul d exercise or use under the circunmstances in the conduct of
the person's own affairs.

The indenture contains linmtations on our rights to obtain paynents of
claims in specific cases or to realize on specific property received by us in
respect of any claimas security or otherwise. The trustee is permtted to
engage in other transactions with us; however, if it acquires any “conflicting
interest", as defined in the indenture, it nust elimnate the conflict or resign
as trustee under the indenture.
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Suppl ement al | ndentures
Suppl emental I ndentures and Anendments without the Consent of Bondhol ders

W thout the consent of the bondholders, we and the trustee, at any tine
and fromtinme to time, may enter into one or nore supplemental indentures in
formreasonably satisfactory to the trustee and may amend any of the other
financing documents, for any of the follow ng purposes:

o to establish the formand terms of bonds of any series
permitted by the indenture;

o to evidence the succession of another entity to us and the
assunption by any successor of our covenants under the bonds
and the indenture;

o to evidence the succession of a new trustee or a co-trustee or
separate trustee under the indenture;

o to add to the covenants of us, for the benefit of the
bondhol ders, or to surrender any right or power conferred upon
us under the indenture;

o to convey, transfer and assign to the trustee, and to subject
to the lien of the indenture, additional properties or assets
and to correct or anplify the description of any property at
any time subject to the lien of the indenture or to assure,
convey and confirmunto the trustee any property subject or
required to be subject to the lien of the indenture;

o to facilitate the issuance of bonds in uncertificated form

o to change or elinminate any provision of the indenture;
however, if the change or elimnation would adversely affect
the interests of the holders of any bonds of any series, the
change or elimnation will becone effective with respect to
the series only when no bond of the series renmins
out st andi ng;

o to conply with changes in applicable | aw; however, no
amendment or supplenment nust result in a material adverse
effect or otherw se adversely affect the interests of the
hol ders of any bonds in any material respect;

o to nmake any changes required by Standard & Poor's or Mody's
or any other nationally recognized securities rating agency as
a condition to the issuance or maintenance of the then current
rating on the bonds or any series thereof so |long as any
change does not result in a material adverse effect or
otherwi se adversely affect the interests of the holders of any
bonds in any material respect; or

o to cure any ambiguity, to correct or supplement any provision



of the indenture that may be defective or inconsistent with
any ot her provision of the indenture, or to make any other
provisions with respect to matters or questions arising under
the indenture so long as the action does not adversely affect
the interest of the bondholders of any series in any material
respect.

Suppl emental Indentures with the Consent of Bondhol ders

Wth the consent of the bondhol ders of not less than a najority in
aggregate princi pal amount of outstanding bonds of all series, we and the
trustee may, and the trustee nust, enter into one or nore suppl enmental
indentures for the purpose of adding any provisions to or changing in any manner
or elimnating any of the provisions of, the indenture. No suppl enental
indenture, however, may, w thout the consent of each bondhol der directly
affected thereby: (1) change the stated maturity of any bond (or, if the
principal is payable in installnments, the stated maturity of the installnent),
or of any payment of interest, or the dates or circunstances of paynent of any
premi um on any bond, or change the principal amount or the interest or any
premi um payabl e upon redenption, or change the place of paynment where, or the
currency in which, any bond or any premiumor the interest is payable, or inpair
the right to institute suit for the enforcement of the payment of principal or
interest on or after the stated maturity (or, in the case of redenption, on or
after the redenption date) or the paynent of premium if any, on or after the
date the prem um becomes due and payable; or (2) except for permitted |iens,
permit the creation of any lien prior to or, equally with the lien of any of the
security documents with respect to any of the collateral, or termnate the lien
on any col |l ateral or deprive any bondhol der of the security afforded by the lien
of the indenture; or (3) reduce the percentage in principal anount of the bonds
then outstanding, the consent of whose bondhol ders is required for any
suppl emental indenture, or the consent of whose bondholders is required for any
wai ver provided for in the indenture, or reduce the requirements for quorum or
voting; or (4) nodify specified provisions of the indenture relating to renmedies
following an event of default, except to increase the percentage of the
princi pal amount of the bonds required to waive past defaults.
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Satisfaction and Di scharge

We may terminate the indenture by delivering all bonds then outstanding
to the trustee for cancellation and by paying all sums payabl e under the
indenture and by effecting delivery of officer's certificates and an opinion of
counsel stating that all conditions precedent have been satisfied.

In addition to the preceding, bonds then outstanding will, prior to the
stated maturity, be deened to be paid, and our indebtedness will be deemed to be
satisfied and discharged, at any time all the conditions described bel ow have
been satisfied:

o W have irrevocably deposited with the trustee, in trust, nonies or
permitted investnments in an amount sufficient to pay when due, without
reinvestnment, the principal of and any premium and interest due and to become
due on the bonds then outstanding on or prior to the stated maturity of the
final installnents of principal or upon redenption or prepaynent;

o W have delivered to the trustee an order stating that nonies
deposited with the trustee or in pernmtted investments nust be held by the
trustee, in trust, as provided in the indenture;

o in the case of redenption or prepaynent of the bonds then
outstanding, the notice necessary for the validity of the redenption or
prepaynent has been given, or irrevocable authority nust have been given by us
to the trustee to give the notice; and

o there has been delivered to the trustee an opinion of counsel to the
effect that as a result of a change in applicable |aw after the date of the
indenture the satisfaction and discharge of the indebtedness with respect to the
bonds then outstanding will not be deemed to be, or result in, a taxable event
with respect to holders of bonds then outstanding for purposes of United States
Federal income taxation unless the trustee has received docunmentary evidence
that the bondhol ders either are not subject to, or are exenpt from United
States Federal income taxation.

Col | ateral Agency Agreenent
Proj ect Accounts

The followi ng trust accounts will be established and created with and
in the name of the collateral agent: construction account; revenue account;
operating and mai ntenance account; debt service reserve account; debt service
reserve letter of credit reinbursenent fund; construction period |etter of
credit rei nbursenent fund; restoration account; mmjor mmintenance reserve
account; fuel conversion volune rebate account; subordinated debt account; and
di stribution account.

Col | ection of Project Revenues
We nust arrange for the direct payment to the collateral agent of all

project revenues, and to the extent any the project revenues are at any tinme
received by us prior to the commercial operation date, we nust hold all revenues



and other ampunts in trust for the collateral agent and nust transfer to the
collateral agent for deposit of the project revenues in the construction account
in each case as soon as reasonably practical but no later than three business
days after receipt, duly endorsed, if necessary, to the collateral agent.

Advances

Not wi t hst andi ng any ot her provision of the collateral agency agreenent
to the contrary, we may w thdraw funds on deposit in or credited to any of the
project accounts other than the construction account and the debt service
reserve account (the a withdrawal, an "advance"). At the time of the making of
the advance, however, no default or event of default has occurred and be
continuing and our obligations to repay the advances nust be supported by
acceptabl e credit support. We nust repay inmmediately or cause to be repaid any
advances to the extent that the funds on deposit in the project accounts other
than the construction account and the debt service reserve account are
insufficient to make the necessary withdrawals and transfers. In addition, we
nust cause to be repaid i mediately the aggregate amount of all advances upon
the occurrence of:

o a default in the paynent of principal of, any premium or interest on
the bonds or under the debt service reserve letter of credit and reinbursenent
agreement, the construction period letter of credit and rei nbursenent agreenent
or any working capital facility,

o any event of default,
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o any default by an acceptable credit provider in respect of its
obligations under its acceptable credit support or

o our failure to provide, within five business days, acceptable credit
support in respect of its obligations to repay advances upon the failure of the
acceptable credit provider to neet the requirenents of the definition thereof.
Any anpunts so repaid nust be allocated to and deposited in the project accounts
other than the construction account and the debt service reserve account to
whi chfthe repaynment is required to be made as directed by us in an officer's
certificate.

Construction Account

On the date of original issuance of the old bonds, the net proceeds of
the sale of the old bonds received by us were transferred to the collateral
agent for deposit in the construction account.

On that date, the collateral agent applied the ampunts in the
construction account to the paynent, or reinbursement, to the extent the sane
had been paid or satisfied by us, of project costs. Each requisition after that
date nust be subnitted to the collateral agent no | ess than three business days
in advance of the drawi ng date and nust include the follow ng:

(1) a certification that the proceeds will be used solely to pay
project costs in accordance with the indenture;

(2) a certification that work perforned to date has been satisfactorily
performed in a good and workmanli ke manner and according to the construction
agreement ;

(3) a statement that undisbursed funds in the construction account,
together with funds avail abl e under the equity subscription agreement and other
avail abl e sources of funds, are reasonably expected to be sufficient to conplete
our facility by December 31, 2002;

(4) a statement that no default or event of default under the
indenture, the debt service reserve letter of credit and reinmbursenent
agreement, the construction period letter of credit and rei nbursenent agreenent
or any working capital facility has occurred and is continuing;

(5) a statement that all proceeds of prior requisitions have been
expended or applied under the provisions of the financing documents and that the
items for which ampunts are requested in the subject requisition have not been
the basis for a previous requisition;

(6) a certification that required insurance, material governnental
approval s and necessary project contracts are in full force and effect; and

(7) a certification that specified representations described in the
indenture are true and correct in all material respects.

If we cannot satisfy the requirements of clauses (1) or (5) of the
precedi ng paragraph, the collateral agent can not release funds fromthe
construction account in respect of the requisition until the clauses are
satisfied. If we cannot satisfy clauses (2), (3), (4), (6) or (7) of the
precedi ng paragraph, but the collateral agent receives a requisition signed by
us, the contents of which nmust be confirmed by the independent engineer:



o specifying and identifying the failure, and the causes for the
failure, to satisfy the requirements of the clauses (2), (3), (4), (6) or (7) of
the precedi ng paragraph and

o certifying that (i) the requirements of clauses (1) and (5) of the
precedi ng paragraph are satisfied, (ii) there exists no bankruptcy event in
respect of us or AES Ironwood, Inc. and (iii) each of the construction
agreenment, the power purchase agreement, required insurance policies and
mat eri al governnental approvals needed for construction of our facility is in
full force and effect, then the collateral agent nust disburse funds in
accordance with the requisition.

Wthin 15 days of receipt of the requisition, the collateral agent nust
give notice to the senior creditors describing the failure and specifying that,
unl ess the required senior creditors give notice to the collateral agent of
their objection to payment of further requisitions containing any the specified
failures, the collateral agent will continue to nake paynent of the requisitions
from available funds in the construction account, unless the collateral agent
has received, by the second business day prior to the tinme of paynment of the
requisition, notice of objection fromthe required senior creditors.
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Not wi t hst andi ng the preceding, the collateral agent will not release funds
fromthe construction account in respect of a requisition if a Trigger Event has
occurred and be continuing until the collateral agent determ nes that the
Trigger Event is no |longer continuing or the required senior creditors give
instructions to the collateral agent as to application of funds.

Payments on Commercial Operation Date

Not later than 10 days after receipt by the collateral agent of a
certificate fromus, the contents of which nmust be confirmed in witing by the
i ndependent engi neer, certifying, anong other things, that (1) all conditions to
the commencenent of commercial operation under the power purchase agreenment have
been satisfied, (2) the construction period letter of credit has been term nated
or drawn, (3) all permts then required have been obtained and (4) no default is
continuing, the collateral agent nust, after retaining in the construction
account the amount, if any, specified by us as necessary to pay project costs
which are not then due and payable, transfer all remaining funds in the
construction account, plus any anounts avail abl e under and under the equity
subscription agreement to the extent necessary to fund first through fifth
below, by wire transfer to the follow ng accounts and recipients in the
follow ng order of priority:

first, to the operating and nmei ntenance account, an anmount to the
extent available, as specified by us but in any event, no | ess than one-nonth's
non-fuel operating and nmei ntenance costs;

second, to the bond paynent account, an anmount, to the extent
avail abl e, as specified by us for funding of the interest paynment subaccount and
princi pal paynent subaccount;

third, to the debt service reserve account, an amount as specified by
us equal to the debt service reserve account required balance to the extent not
al ready funded or provided through a debt service reserve letter of credit;

fourth, if applicable, to the construction period letter of credit
provi der, an anount equal to the principal of and interest on any construction
period letter of credit |oans outstanding on the commercial operation date;

fifth, to the major nmmintenance reserve account, an anount as specified
by us equal to any initial deposit required therein; and

sixth, to the revenue account, any renmining amounts.

Payments During Operating Period

After the transfer specified in the above paragraphs regardi ng paynents
on the comercial operation date and upon receipt by the collateral agent of,
not |ess than three business days prior to the date of the proposed transfer, an
officer's certificate detailing the anounts to be paid, the collateral agent
nust transfer all remaining funds in the revenue account by wire transfer in the
follow ng order of priority:

first, as and when required, (1) to any working capital provider, an
anount certified by us as the anount, if any, then payable under any working
capital facility; and (2) as and when requested, to the operating and
nmai nt enance account, the anmount certified by us as necessary for paynment of
operating and mai ntenance costs;

second, on a nonthly basis, (1) to the trustee and the collateral
agent, any amounts certified by us as the amounts then due and payable in
respect of trustee clainms and collateral agent clains, respectively; (2) to any
debt service reserve letter of credit provider, any anounts certified by us as
the anpunts then due and payable in respect of debt service reserve letter of
credit provider claims; and (3) to any construction period letter of credit
provider, any amounts certified by us as the ampunts then due and payable in
respect of construction period |etter of credit provider claims; however, if
funds in the revenue account are insufficient on any date to nake the payments
specified in this paragraph second, distribution of funds nust be nade ratably
to the specified recipients;



third, on a nonthly basis, (1) to the trustee, for deposit in the
interest paynment subaccount, an anpunt equal to one-third of the interest
becomi ng due on the bonds on the next succeeding bond paynent date; (2) to the
debt service reserve letter of credit reinmbursenent fund, (a) an anount equal to
one-third of the interest becom ng due on any debt service reserve letter of
credit |loan on the next succeeding bond payment date, plus one-third of any fees
beconmi ng due under the debt service reserve letter of credit and rei mbursenment
agreement on the next succeeding bond payment date, (b) an anpunt equal to
one-third of the interest becom ng due on any debt service reserve bond on the
next succeedi ng bond payment date and (c) an ampunt equal to one-third of the
interest becom ng due on any debt service reserve letter of credit termloan on
the next succeeding bond payment date; and (3) to the construction period letter
of credit reinmbursement fund, an ampunt equal to one-third of the interest
beconmi ng due on any construction period letter of credit |oan on the next
succeedi ng bond paynment date, plus one-third of any fees becom ng due under the
construction period
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letter of credit and reinmbursenment agreement on the next succeeding bond paynent
date; however, if funds in the revenue account are insufficient on any date to

make the paynents specified in this paragraph third, distribution of funds nust
be made ratably to the specified recipients;

fourth, on a nonthly basis, (1) to the trustee, for deposit in the
princi pal paynent subaccount, an anount equal to one-third of the principal
beconmi ng due on the bonds on the next succeeding bond paynent date; (2) to the
debt service reserve letter of credit reinmbursenment fund, (a) an anount equal to
one-third of the principal becom ng due on any debt service reserve bond on the
next succeedi ng bond payment date, and (b) an ampunt equal to one-third of the
princi pal beconmi ng due on any debt service reserve letter of credit termloan on
the next bond paynment date; and (3) to the construction period letter of credit
rei mbursement fund, an amount equal to one-third of the principal beconmi ng due
on any construction period letter of credit loan on the next succeedi ng bond
payment date; however, if funds in the revenue account are insufficient on any
date to nmake the payments specified in this paragraph fourth, distribution of
funds nust be made ratably to the specified recipients;

fifth, on a nonthly basis, (1) to the debt service reserve letter of
credit provider, an ampunt equal to the outstanding principal amount of any debt
service reserve letter of credit |oans that have not been converted to debt
service reserve term | oans or debt service reserve bonds, and (2) to the
collateral agent for deposit in the debt service reserve account, an anount
necessary to fund the debt service reserve account up to the debt service
reserve account required bal ance, taking into account any amounts remaining
avai l able to be drawn under the debt service reserve letter of credit; however,
if amounts available for drawi ng under the debt service reserve letter of credit
are not being reinstated to the full extent of payments made to the debt service
reserve letter of credit provider and funds in the revenue account are
insufficient on any date to make the payments specified in this paragraph fifth,
distribution of funds nust be made ratably to the specified recipients;

sixth, on a nonthly basis, to the major maintenance reserve account,
anounts necessary to cause the balance to be equal to the m nimum bal ance
required at that time under the annual budget;

seventh, on a nonthly basis, to us for payment to W/Ilianms Energy, the
anount, if any, certified by us as required to make any non-di spatch paynents,
as defined in the power purchase agreenent, to WIIlians Energy under the power
purchase agreenent;

eighth, on a nonthly basis, to the fuel conversion volume rebate
account, an anmount equal to one-twelfth of the ampunt specified by us that would
be owed to Wl liams Energy at the end of the then current fiscal year under the
power purchase agreenent;

ninth, on a nonthly basis, if any subordinated debt is outstanding, to
the subordi nated debt account, (x) an anount equal to one-third or one-sixth,
depending on the interest paynment schedule of the subordinated debt, of the
interest beconing due on the subordinated debt on the next succeeding interest
payment date for the subordinated debt, plus (y) one-third or one-sixth,
depending on the anortization schedul e of the subordi nated debt, of the
princi pal becom ng due on the subordi nated debt on the next applicable principal
payment date;

tenth, on a nonthly basis, to Sienens Westinghouse, an ampunt equal to
any subordi nated bonuses payable to Sienens Westinghouse under the construction
agreenent; and

el eventh, on a nonthly basis, to the distribution account, any
remai ni ng amounts for payment of distributions to holders of ownership
interests, including any paynent in respect of principal or interest then due on
affiliate subordinated debt so long as the distribution conditions described in
the collateral agency agreenent are satisfied.

When nmeking the transfers specified above, each transfer will be
adj usted as necessary, taking into account investment gains or |osses in the
project account or indenture account and further adjusting the transfers by the
anount of any prior over-fundings or any prior shortfalls in the project account
or indenture account, to ensure that the aggregate anpunts so transferred to the
project accounts or indenture accounts are sufficient to pay the anmpunt due and
payabl e fromthe project accounts and indenture accounts on the applicable



paynment date.

Debt Service Reserve Account

The col lateral agent nust hold the debt service reserve letter of
credit as security agent for the trustee and the debt service reserve letter of
credit provider to the extent of its interest therein. Upon the occurrence of
the commercial operation date, the debt service reserve account nust be funded,
if necessary, fromnonies available in the construction account for the relevant
purpose in an amount up to the debt service reserve account required bal ance.
Subsequent to the commercial operation date, the debt service reserve account
nust be funded, if necessary, fromnonies transferred from
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the revenue account. When deternmining (1) the anount, if any, required to be
deposited into the debt service reserve account fromtime to time or (2) whether
the debt service reserve account has deposited therein the debt service reserve
account required balance, ampunts on deposit in the debt service reserve account
nust be aggregated with the anpunt available to be drawn under the debt service
reserve letter of credit.

When there are insufficient nonies in the bond payment account on any
bond paynent date to pay the interest or principal then due on the bonds, the
collateral agent nust, in the following order of priority: first, wthdraw
noni es on deposit in the debt service reserve account; and second, draw on the
debt service reserve letter of credit in accordance with the terns and
provisions up to the anount available for the purpose thereunder, in each case,
to the extent necessary to nake the interest or principal paynent on the bonds
and transfer the nonies to the trustee for deposit in the bond paynent account
for application against the paynment.

If the collateral agent receives a witten notice fromus stating that
there has been a reduction in the |long-termdebt rating of the debt service
reserve letter of credit provider below the required rating, or if a responsible
officer of the collateral agent otherw se becones aware of the reduction, and
the debt service reserve letter of credit has not been replaced within the tine
period specified therefor, the collateral agent nust draw on the debt service
reserve letter of credit in the ambunt necessary to fund the debt service
reserve account up to the debt service reserve account required bal ance.

If the collateral agent receives a notice fromthe debt service reserve
letter of credit provider stating that the debt service reserve letter of credit
provider nust terminate the debt service reserve letter of credit on the date
specified in the notice, the collateral agent nust, w thin three business days
of receipt of the notice, draw on the debt service reserve letter of credit in
an amount equal to the anpunt necessary to fund the debt service reserve account
up to the debt service reserve account required balance and the debt service
reserve letter of credit nmust automatically term nate.

If a Trigger Event has occurred and is continuing and the collateral
agent has received the written request of the required senior creditors
contained in senior creditor certificates and the notice has not been rescinded,
then the collateral agent, upon receipt of an officer's certificate of setting
forth the debt service reserve account required bal ance, nmust draw on the debt
service reserve letter of credit in an amount equal to the anpunt necessary to
fund the debt service reserve account up to the debt service reserve account
required bal ance, and the debt service reserve letter of credit will
automatically term nate.

I f, subsequent to the comercial operation date, nonies transferred to
the debt service reserve letter of credit provider under clause third under
"--Payments During Operating Period" above are insufficient to repay the
interest on any debt service reserve |etter of credit |oans due or becom ng due
on the first day of the nonth, the collateral agent, upon receipt of a
certificate of an authorized officer of the debt service reserve letter of
credit provider notifying the collateral agent of the existence, and setting
forth the amount, of the shortfall, within two business days of receipt of the
certificate nmust draw on the debt service reserve letter of credit in an amount
equal to the ampunt of the shortfall and transfer the ampunt to the debt service
reserve letter of credit provider in payment, in whole or part, of the interest
on the debt service reserve letter of credit |oans. Notwi thstanding the
preceding, in no event nust any draw on the debt service reserve letter of
credit described in this paragraph individually or in the aggregate with all
other the draws, |ess any draws previously reinbursed, exceed six nonths of
int grest on the maxi mum stated anmpunt of the debt service reserve letter of
credit.

Unl ess the debt service reserve letter of credit is not extended or
replaced or unless there has been an event of default under the debt service
reserve |letter of credit as described under "SUMMARY OF PRI NCI PAL FI NANCI NG
DOCUMENTS- - Debt Service Reserve Letter of Credit and Rei nbursenent Agreenent,"
anounts available for drawi ng under the debt service reserve letter of credit
nust be reinstated i mediately to the extent of any reinbursement of principal
of debt service reserve letter of credit |oans, but not debt service reserve
bonds or debt service reserve letter of credit termloans.

If we and the debt service reserve letter of credit provider agree to
issue or reinstate the debt service reserve letter of credit in an amount that,
when aggregated with cash on deposit in the debt service reserve account woul d



exceed the debt service reserve account required bal ance, the collateral agent
nust, within two business days of receipt by the collateral agent of (1) the
rei ssued or reinstated debt service reserve letter of credit, and (2) an
officer's certificate of, transfer an anpunt equal to the excess anount to the
revenue account for application in accordance with the applicable provisions of
the collateral agency agreenent so |long as the anount of the debt service
reserve letter of credit may not exceed the debt service reserve account
required bal ance.
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Di stribution Account

The distribution account nmust be funded from funds transferred fromthe
revenue accounts in accordance with the collateral agency agreenent. On any date
on which the conditions described bel ow are satisfied, funds on deposit in or
credited to the distribution account may be distributed to, or as directed by,
us for the paynent of affiliate subordinated debt, the making of distributions
to the hol ders of ownership interests in our conpany or any other |awful
purpose, upon receipt by the collateral agent of an officer's certificate of
requesting a distribution and certifying that:

(1) all of our project accounts and the bond payment account nust be
funded to their required |levels;

(2) no (a) default or event of default under the indenture, (b) default
or event of default under the debt service reserve letter of credit and
rei mbur sement agreement, (c) default or event of default under any construction
period letter of credit and rei mbursenment agreement or (d) default under any
wor ki ng capital arrangements, if any, has occurred and is continuing;

(3) the commercial operation date has occurred and at |east one
conplete fiscal quarter thereafter has el apsed;

(4) if the requested distribution is to be made during the power
purchase agreenent term (a) the senior debt service coverage ratio for the
preceding four fiscal quarters, (or with respect to any date prior to the first
anni versary of the comercial operation date, for the number of conplete fiscal
quarters since the comercial operation date), measured as one period, is
greater than or equal to 1.2 to 1 and (b) based on projections prepared by us on
a reasonabl e basis, the projected senior debt service coverage ratio for the
succeeding four fiscal quarters (including the quarter in which the distribution
is to be made) (or, with respect to any date within the 12-nonth period prior to
the end of the power purchase agreenment term the number of conplete fiscal
quarters, if any, until the end of the power purchase agreenent term is
projected to be greater than or equal to 1.2 to 1; and

(5) if the requested distribution is to be made on or after the date
which is six nonths prior to the end of the power purchase agreement term (a)
the senior debt service coverage ratio for the preceding four fiscal quarters
(or, with respect to any date within the first 12 nonths of the post-power
purchase agreenent period, the nunmber of conplete fiscal quarters, if any, since
the start of the post-power purchase agreenment period) neasured as one period,
is greater than or equal to 1.70 to 1.0 (or 1.2 to 1.0 with respect to the
period occurring prior to the end of the power purchase agreement tern) and (b)
based on projections prepared by us on a reasonable basis, the projected senior
debt service coverage ratio for the succeeding eight fiscal quarters (including
the fiscal quarter in which the distribution is to be made) or, with respect to
any date within the 24-nonth period prior to the final maturity date for the
bonds, the nunber of conplete fiscal quarters, if any, until the final maturity
date for the bonds, in each case measured as one period, is projected to be
greater than or equal to 1.70 to 1 (or 1.2 to 1 with respect to the period
occurring prior to the end of the power purchase agreenment term), each as
certified by an authorized officer; however,

o if distributions are bl ocked because we fail to satisfy the
conditions of clause (5)(b) above, then in lieu of the
coverage ratio test described in the clause, the projected
seni or debt service coverage ratio through the final maturity
date for the bonds, measured as one period, nmust be 1.70 to 1
in order to satisfy clause (5)(b) in respect of ampunts then
on deposit in the distribution account;

o for purposes of calculating the projected senior debt service
coverage ratios in clauses (5)(b) above, we nust use (A) for
electricity prices, either (x) the electricity prices
forecasted in the nost recent independent forecast furnished
to the trustee, in each case, during the relevant period of
calculation, or (y) if and to the extent that electricity
sales during the relevant period of calculation are made under
one or nore power sales agreements at prices other than prices
which are by their ternms market prices, the electricity prices
under the power sales agreements and (B) for gas prices,
either (x) the gas prices forecasted in the nobst recent
i ndependent forecast furnished to the trustee, in each case,
during the relevant period of calculation, or (y) if and to
the extent that gas purchases during the relevant period of
cal cul ation are nade under one or nore gas purchase agreenments
at prices other than prices which are by their terms narket
prices, the gas prices under the gas purchase agreenents;



o if, and to the extent that, (A) at least 75% of our facility's
net capacity is subject to one or nore power sal es agreenents
on terms, other than pricing, substantially simlar to the
power purchase agreenent, but excluding the provision for gas
to be supplied for fuel conversion services by WIllians
Energy, or on commercially reasonable terms (other than
pricing) typical of power sales agreenents entered into at the
time for the same term in each case with a termof not |ess
than one year during the relevant period
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of calculation, and (B) at |east 75% of the gas supply for our
facility is subject to one or nore gas supply agreenments on
comercially reasonable ternms (other than pricing) typical of
gas supply agreenents entered into at the time for the same
term in each case with a termof not |ess than one year
during the relevant period of calculation (conpliance with the
requirenents to be certified by us), then clause (5) above

wi Il be deened satisfied, if the senior debt service coverage
ratio and the projected senior debt service coverage ratio
referred to in the clause (5) are each equal to or greater
than 1.30 to 1 for the portions of the tinme periods referred
to in the clause (5) in which the agreenents were or are to be
in effect, as certified by us; and

o if amounts on deposit in or credited to the revenue account
are insufficient to make the transfers described in priorities
first through sixth above under "Payments During Operating
Period," amounts on deposit in or credited to the distribution
account will be transferred to the revenue account to the
extent necessary and applied in accordance with the collateral
agency agreenent.

Restoration Account

Al'l casualty proceeds and eminent domain proceeds nust be deposited
into the restoration account. Subject to the provisions described bel ow, the
col lateral agent nust apply the ampunts in the restoration account to the
payment, or reinbursenent to the extent the same have been paid or satisfied by
us, of the costs of rebuilding, repair and restoration of our facility or any
part that has been affected by an event of |loss or an event of enminent domain.

The collateral agent is authorized to disburse fromthe restoration
account the amount required to be paid for the repair or replacenent of our
facility or any part as specified in the preceding paragraph. The collateral
agent is authorized and directed to issue its checks or transfer funds
electronically for each disbursenent fromthe restoration account, upon receipt
of a restoration certificate signed by our authorized representative, and
approved by the independent engineer. No approval of the independent engineer,
however, will be required if less than $5,6000,000 is requested under the
requisition or requisitions in any one fiscal year. The collateral agent will be
entitled to rely on all certifications and statements in the restoration
certificate. The collateral agent nust keep and mmintain adequate records
pertaining to the restoration account and all disbursements therefrom and nust
file an accounting with us and the independent engineer within three nonths
followi ng the | ast business day of each fiscal year.

If an event of loss or an event of eminent domain occurs with respect
to any collateral, we nust (1) diligently pursue all our rights to conpensation
agai nst any person with respect to the event of loss or event of eminent donmin,
(2) in our reasonable judgment conpronise or settle any clai magainst any person
with respect to the event of loss or event of eminent donmmin and (3) hold all
anounts of casualty proceeds or eminent domain proceeds, including instrunents,
received in respect of any event of loss or event of em nent donmin, after
deducting all reasonabl e expenses incurred by it in litigating, arbitrating,
conpromi sing or settling any claims, in trust for the benefit of the collateral
agent segregated from other funds of ours and will pronptly transfer to the
collateral agent for deposit in the restoration account the casualty proceeds or
em nent dommin proceeds.

If either an event of |oss or an event of eminent donmin occurs, as
soon as reasonably practicable but no later than the date of receipt by us or
the collateral agent of eminent donmin proceeds or casualty proceeds, as the
case may be, we nust make a reasonable good faith determination as to whether
(1) our facility or any portion can be rebuilt, repaired or restored to permt
operation of our facility or a portion on a comercially feasible basis and (2)
the casualty proceeds or the em nent domain proceeds, as the case may be,
together with any other anpunts that are available to us for the rebuilding,
repair or restoration, are sufficient to permit the rebuilding, repair or
restoration of our facility or a portion thereof, including the making of all
required paynments of interest and principal on our indebtedness during the
rebuil ding, repair or restoration. Qur determi nation nust be evidenced by a
certificate as to redenption filed with the collateral agent which, if we
determines that our facility or a portion can be rebuilt, repaired or restored
to permit operation on a commercially feasible basis and that the casualty
proceeds or the eminent domain proceeds, as the case may be, together with any
ot her ampunts that are available to us for the rebuilding, repair or
restoration, are sufficient, nust also describe a reasonable good faith estimte
by us of the total cost of the rebuilding, repair or restoration. W nust
deliver to the collateral agent at the time we deliver the certificate as to
redenption, a certificate of the independent engineer, dated the date of the
certificate as to redenption, stating that, based upon reasonable investigation
and review of the determ nation nade by us, the independent engineer believes
the determination and the estinate of the total cost described in the
certificate as to redenption to be reasonable.



If, following an event of |oss or event of emi nent domain, the
determination is nmade that our facility cannot be rebuilt, repaired or restored
to permit operation on a commercially feasible basis or that the casualty
proceeds or the
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em nent donmin proceeds, together with any other ampunts that are available to
us for the rebuilding, repair or restoration, are not sufficient to pernmt the
rebuil ding, repair or restoration, all of the casualty proceeds or the em nent
donmi n proceeds, as the case may be, nust be distributed as provided bel ow.

If, following an event of |oss or event of emi nent domain, the
determination is nade that the entire facility can be rebuilt, repaired or
restored to pernmit operation on a commercially feasible basis and that the
casualty proceeds or the emi nent domain proceeds, together with any other
anounts that are available to us for the rebuilding, repair or restoration, are
sufficient to permt the rebuilding, repair or restoration, all of the casualty
proceeds or the eminent domain proceeds, as the case may be, together with the
other ampunts as are available to us for the rebuilding, repair or restoration,
nust be deposited in the restoration account and applied as provided bel ow.

If, following an event of |oss or event of emi nent domain, the
determi nation is nmade that a portion of our facility can be rebuilt, repaired or
restored to pernmit operation on a commercially feasible basis and that the
casualty proceeds or the emi nent domain proceeds, together with any other
anounts that are available to us for the rebuilding, repair or restoration, are
sufficient to permt the rebuilding, repair or restoration, (1) an anount equal
to the estimate of the total cost of the rebuilding, repair or restoration
described in the certificate as to redenption filed with the collateral agent
nust be deposited in the restoration account and applied as provided bel ow, and
(2) the anpunt, if any, by which all of the casualty proceeds or the eninent
donmi n proceeds, as the case may be, exceed the estimate of the total cost nust
be distributed as provided bel ow.

If we receive casualty proceeds or em nent domain proceeds, as the case
may be, from an event of |oss or an event of eminent domain that do not exceed
in the aggregate $5,000,000 during any fiscal year, we will not have to neke the
good faith deternmination referred to above and the casualty proceeds or the
em nent donmin proceeds, as the case may be, nust be deposited in the
restoration account and applied for the rebuilding, repair or restoration of our
facility without any approval of the independent engineer.

Application of Casualty and Emi nent Domain Proceeds and Buy- Down Anounts

If the determination is made that all or a portion of our facility is
i ncapabl e of being rebuilt, repaired or restored to pernit operation on a
commercially feasible basis, all casualty proceeds or eminent domain proceeds
received by the collateral agent and not deposited in the restoration account
nust be distributed by the collateral agent within five business days of receipt
in the follow ng order of priorities:

first, to the collateral agent, the debt service reserve letter of
credit provider, the construction period |etter of credit provider and the
trustee, ratably, in an anpbunt equal to the ampunts owed in respect of the
collateral agent claims, the trustee claims, the debt service reserve letter of
credit provider claims and the construction period letter of credit provider
claims, respectively, due and payable as of the date of the distribution;

second, to the senior creditors, ratably, an ampunt equal to the unpaid
anount of all financing liabilities owed to the senior creditors, including the
anount required to be applied to a mandatory redenption of the bonds under the
i ndenture;

third, to the subordinated debt providers, ratably, an ampunt equal to
the unpai d anpbunt owed to the subordinated debt providers by us under any
subordi nated | oan agreenent; and

fourth, to us or our successors or assigns or to whomever may be
lawfully entitled to receive the sane or as a court of conpetent jurisdiction
may direct, any surplus then remaining fromthe proceeds.

At the time the collateral agent is to nmake a distribution under clause
second in the i mediately precedi ng paragraph, the collateral agent nust
deposit, with the same priority as that distribution, ratably into two separate
trust account to be nmintained by the collateral agent as follows:

oin the first account, an anmpunt up to the anopunt equal to the maximum
ampunt available to be drawn under the debt service reserve letter of credit,
and not represented by a debt service reserve letter of credit |oan, debt
service reserve letter of credit termloan or debt service reserve bond, and

o in the second account, an anount up to the ampunt available to be
drawn under any construction period letter of credit, and not represented by a
construction period letter of credit |oan; however, if funds available are



insufficient to nake all paynments required under clause second of the preceding
paragraph and the required deposits provided for in this sentence, distribution
of funds nust be nade ratably to the specified recipients. The collateral agent
nust hold the funds in the separate accounts until receipt of a witten notice
or notices fromthe debt service reserve letter
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of credit provider and/or the construction period |etter of credit provider, as
the case may be, to the effect that either (1) a drawi ng has been nmade on its
letter of credit or (2) its letter of credit has expired or termnated without a
drawi ng bei ng made thereunder. Upon receipt of a notice or notices specified in
clause (1) of the preceding sentence, the collateral agent nust distribute to
the debt service reserve letter of credit provider and/or the construction
period letter of credit provider, as the case may be, that proportionate share
of the anpunt in the relevant separate account referred to above, equal to the
drawi ng's proportionate share of the letter of credit collateralized by the
account. Upon receipt of a notice or notices specified in clause (2) of the
second preceding sentence, the collateral agent nust distribute fromthe

rel evant separate account, in accordance with clauses second, third and fourth
above and without regard to this paragraph, to the appropriate persons an anmount
equal to the ampunt in the separate account.

Al'l anpounts received by us from Si emens Westinghouse as perfornance
|'i qui dat ed danmages under the construction agreement nust be deposited into a
separate account nmintained by the depositary bank on behal f of the collateral
agent. If the requisite officer's certificate is delivered, the collateral agent
is authorized to disburse fromthe separate account the anount required to be
paid for the nodification, repair or replacenment of that portion of our facility
that requires nodification, repair or replacement in order to remedy the
circunstances giving rise to the obligation of Siemens Westinghouse under the
construction agreement to pay the amounts received by us from Sienens
West i nghouse as performance |iquidated danages under the construction agreenent.

As soon as reasonably practicable follow ng our receipt or the
collateral agent's receipt of anpunts received by us from Siemens Westinghouse
as performance |iquidated damages under the construction agreement, we wl| nmake
a reasonabl e good faith determ nation as to whether:

oit is technically feasible to nodify, repair or replace that portion
of our facility that requires nodification, repair or replacement in order to
remedy the circunstances giving rise to the obligation of Siemens Westinghouse
under the construction agreenent to pay the amounts received by us from Sienmens
West i nghouse as performance |iqui dated danages under the construction agreenent,

o the anpunts received by us from Si enens Westinghouse as performnce
|'i qui dat ed danmages under the construction agreenent, together with any other
anounts that are available to us for the nodification, repair or replacenent,
are sufficient to permit the nodification, repair or replacenent, including the
meking of all required payments of interest and principal on our indebtedness
during the nodification, repair or replacenent,

o the projected average senior debt service coverage ratio, after
giving effect to the nodification, repair or replacenent and the application of
the anobunts received by us from Sienmens Westinghouse as perfornmance |iquidated
danmges under the construction agreenment to acconplish the same, during the
power purchase agreenent term (taken as one period) and the post-power purchase
agreenment period (taken as one period) is equal to or greater than the projected
average senior debt service coverage ratio described in the base case
projections for each the period described in this prospectus and

o the projected m nimum seni or debt service coverage ratio, after
giving effect to the nodification, repair or replacenent and the application of
the anounts received by us from Sienmens Westinghouse as perfornmance |iquidated
danages under the construction agreenment to acconplish the same, during the
power purchase agreenent term and the post-power purchase agreenent period is
equal to or greater than the projected m ni rum seni or debt service coverage
ratio for each the period described in the base case projections described in
this prospectus.

Upon receipt of an officer's certificate, confirmed by the independent
engi neer, certifying that all nodifications, repairs or replacenments of that
portion of our facility that requires nodification, repair or replacenment in
order to remedy the circunstances giving rise to the obligation of Sienmens
Westi nghouse under the construction agreenent to pay anounts received by us from
Si enens Westinghouse as performance |iquidated damages under the construction
agreement have been conpleted, the collateral agent nust transfer all funds
remaining in the separate account first, to the accounts as are specified in the
col l ateral agency agreenent and second, to us or to whonsoever we direct.

If we cannot provide the officer's certificate to permit the
application of anpunts received by us from Sienens Westinghouse as performance
|'i qui dat ed damages under the construction agreement toward the nodification,
repair or replacement of that portion of our facility or the independent
engineer fails to confirmthe officer's certificate, the collateral agent nust
distribute all anounts received by us from Sienens Westinghouse as performance
l'i qui dat ed damages under the construction agreenment ratably, based on the anount
owing to the specified recipient, to (1) the trustee in respect of the anount of
the bonds then outstanding for redenption of bonds in accordance with the
indenture, (2) the debt service reserve letter of credit provider in respect of



the outstandi ng anount of debt service reserve |oans and
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(3) the construction period letter of credit provider in respect of the
out standi ng amount of any construction period letter of credit |oan.

At the time the collateral agent is to nake a distribution under the
i medi atel y preceding paragraph, the collateral agent nust deposit into two
separate trust accounts to be maintained by the collateral agent as follows:

oin the first account, an anount up to the anpunt available to be
drawn under the debt service reserve letter of credit, and not represented by a
debt service reserve letter of credit loan, a debt service reserve termloan or
debt service reserve bond, and

o in the second account an anount up to the anpunt available to be
drawn under any construction period letter of credit, and not represented by a
construction period letter of credit |oan; however, if funds available are
insufficient to make all paynents required under clause second of the first
paragraph of this section and the required deposits provided for in this
sentence, distribution of funds nust be made ratably to the specified
reci pients. The collateral agent nust hold the funds in the separate account
until receipt of a witten notice or notices fromthe debt service reserve
letter of credit provider and/or the construction period letter of credit
provider, as the case may be to the effect that either (1) a draw ng has been
made on the letter of credit or (2) the letter of credit has expired or
termnated without a draw ng being made thereunder. Upon receipt of a notice or
notices specified in clause (1) in the preceding sentence, the collateral agent
nust distribute to the debt service reserve letter of credit provider and/or
construction period letter of credit provider, as the case may be, that
proportionate share of the anpunt in the relevant separate account referred to
above, equal to the drawing's proportionate share of the letter of credit
collateralized by the account. Upon receipt of a notice or notices specified in
clause (2) in the second preceding sentence, the collateral agent nust
distribute fromthe rel evant separate account to the appropriate persons an
anount equal to the ampunt in the separate account.

Exerci se of Rights Under Security Documents

The col | ateral agency agreenent provides, among other things, that:

oif a Trigger Event has occurred and is continuing, and only in that
event, upon the written request of the required senior creditors contained in
senior creditor certificates, the collateral agent, on behalf of the trustee,
the debt service reserve letter of credit provider, the construction period
letter of credit provider and any other senior creditor that is a party to the
col l ateral agency agreenent, will be permitted to take any and all actions and
to exercise any and all rights, renedies and options which it may have under the
security documents or the collateral agency agreenment; however, if the
under | yi ng event which caused the Trigger Event is a bankruptcy event in respect
of us of which the collateral agent has received witten notice, no witten
request of the required senior creditors will be required in order to permt the
collateral agent followi ng the Trigger Event to take any and all actions and to
exercise any and all rights, renedies and options which it may have under the
security documents or the collateral agency agreenment;

o the senior creditors will give each other and the collateral agent
written notice of the occurrence of an event of default and of a Trigger Event
as soon as practicable after the occurrence;

o the senior creditors acknow edge and agree that all funds held by the
trustee in the indenture accounts are held for the benefit of the bondhol ders;

o the senior creditors acknow edge and agree that all funds held in the
debt service reserve account by the collateral agent is held for the benefit of
the trustee on behalf of the bondhol ders;

o no senior creditor and no class or classes of senior creditors wll
have any right (1) to direct the collateral agent to take any action in respect
of the collateral other than in accordance with the collateral agency agreenent
or (2) to take any action with respect to the collateral either independently of
the collateral agent or other than to direct the collateral agent in witing to
take action in accordance with the collateral agency agreenent; and

o the senior creditors acknow edge and agree that if (1) there is an
event of default under the indenture and the event of default is not caused
directly or indirectly by a default or event of default under the power purchase
agreement and (2) they direct the collateral agent to accelerate the bonds, the
collateral agent will be obligated to provide WIlians Energy the opportunity
for 90 days to purchase our facility for an amount equal to the greater of (x)
the fair market value of our facility and (y) all financing liabilities due and
owing to the senior creditors and any subordi nated debt provider, and if
Wl lianms Energy offers to purchase our facility for the amount within the
period, the collateral agent nust take the actions as required to consummate the
sale as directed by the required senior creditors in senior creditor
certificates.
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In giving directions and otherw se exercising rights under the security



docunents and the col | ateral agency agreement, the trustee nmust vote, or

otherw se represent, that portion of the combined credit exposure represented by
al | bonds then outstanding according to the votes of a mpjority of the principal
anount of bonds hel d by respondi ng bondhol ders. The trustee nust not make
requests, give directions or vote on a proportional basis.

Application of Foreclosure Proceeds

Fol l owi ng the recei pt of proceeds under the guaranty provided by The
W lianms Conpanies, Inc. as a result of a termnation of the power purchase
agreement or a foreclosure or other exercise of renedies followi ng a Trigger
Event, the proceeds of any sale, disposition or other realization by the
collateral agent or by a senior creditor upon the collateral under the security
docunments nust be distributed in the followi ng order of priorities:

first, to the collateral agent, the trustee, the debt service reserve
letter of credit provider and the construction period letter of credit provider,
ratably, all administrative fees, costs and expenses owed to the parties under
the financing docunents;

second, to the senior creditors, ratably, based on the ambunt ow ng to
the specified recipients, an amount equal to the unpaid amount of all financing
liabilities owed to or required to be deposited for the account of the senior
creditors by us;

third, to any subordinated debt providers, ratably, an ampunt equal to
the unpaid obligations owed to or required to be deposited for the account of
the subordi nated debt providers by us under any subordinated | oan agreenent; and

fourth, to us or to whomever may be lawfully entitled to receive the
sane or as a court of conpetent jurisdiction nmay direct, any surplus remaining
after giving effect to clauses first, second and third above.

Subor di nation Provisions

Any subordi nated debt nust be subordinate and subject in right of
payment to the prior payment of all senior debt. Unless and until all senior
debt, whether of principal of and interest and prem um or prepayment or
i qui dation penalty on the senior debt and fees and expenses incurred with
enforcenment of the same, has been paid in full in cash, (1) no paynent on
account of any subordinated debt can be made to any subordinated debt provider
by us or by the collateral agent or the depositary bank on behal f of us and (2)
no subordinated debt provider can ask, demand, sue for, take or receive fromus,
by set-off or any other manner, or seek any other remedy allowed at law or in
equity against us for breach of our obligations under any instrument
representing subordinated debt.

Upon any insol vency, bankruptcy or similar proceeding relating to us or
our creditors, or any |liquidation, dissolution or other w nding-up, or any
assignment for the benefit of creditors or any other narshaling of our assets
and liabilities, the senior creditors will be entitled to receive paynment in
full in cash of all ampunts due or to become due on or in respect of all senior
debt, or provision will be made for the payment, before any subordi nated debt
provider is entitled to receive any paynment with respect to subordinated debt.

Subj ect to the payment in full in cash of all senior debt, the
subordi nated debt providers will be subrogated to the rights of the senior
creditors to receive paynents and distributions of cash, property and securities
applhi cable to the senior debt until the subordinated debt is paid in full in
cash.

Debt Service Reserve Letter of Credit and Rei mbursenment Agreenent

Dresdner Bank AG, New York Branch, under a debt service reserve letter
of credit and rei nbursenent agreenment, has agreed to provide the debt service
reserve letter of credit for use by us in connection with our project. The
financing documents require that the debt service reserve account be funded in
an amount equal to the debt service reserve account required bal ance on or
before the anticipated comercial operation date. Accordingly, we have entered
into the debt service reserve letter of credit and reinbursement agreenent in
order to satisfy this obligation.

The debt service reserve letter of credit provider will issue the debt
service reserve letter of credit on or before the earlier of (1) the comercial
operation date, (2) the guaranteed conpletion date or (3) December 31, 2002 for
our account in an anpunt up to $17,529,452, the maxi mum stated anmount, to be
hel d by the collateral agent to serve as a debt service reserve facility for our
project. There will be no condition precedent to the debt service reserve letter
of credit provider's obligation to issue the debt service reserve letter of
credit, other than the occurrence of the earliest of the dates specified in the
first sentence of the follow ng paragraph.
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The collateral agent will have the right to make draw ngs on the debt



service reserve letter of credit beginning on the earliest of (1) the commercial
operation date, (2) the Guaranteed Conpletion Date and (3) December 31, 2002.
The col l ateral agent may make drawi ngs under the debt service reserve letter of
credit upon the occurrence of the followi ng events: (1) there being insufficient
nonies in the bond paynent account on any interest payment date or principal
payment date to pay interest or principal then due, after application of funds
fromthe debt service reserve account; (2) upon receipt of a notice fromus that
the long-termdebt rating of the debt service reserve letter of credit provider
is less than "A" as determined by Standard & Poor's or "A2" as determined by
Moody' s and the debt service reserve letter of credit has not been replaced
within the tinme period specified therein; (3) if a Trigger Event under the
col l ateral agency agreenent has occurred and is continuing; (4) upon receipt of
a notice fromthe debt service reserve letter of credit provider on the day 45
days prior to its stated expiration date that the debt service reserve letter of
credit will not be extended or replaced by the close of business; and (5) if,
subsequent to the commercial operation date, noneys transferred to the debt
service reserve letter of credit provider fromthe revenue account are
insufficient to repay the interest on any debt service reserve letter of credit
| oans. The collateral agent will apply the proceeds of each drawing: (a) in the
case of clauses (1) and (5) of the preceding sentence, to paynment of the

rel evant obligation and (b) in the case of clauses (2), (3) and (4) of the
precedi ng sentence, to the debt service reserve account until there is deposited
Lhterei n an aggregate anount equal to the debt service reserve account required
al ance.

Subj ect to the conditions of drawing, the debt service reserve letter
of credit will, unless extended, mature, expire or terminate on the earlier of
(1) five years fromthe date of issuance of the debt service reserve letter of
credit and (2) the occurrence of an event of default under the debt service
reserve |letter of credit. The debt service reserve letter of credit, however,
may not be term nated upon the occurrence of an event of default under the debt
service reserve letter of credit wi thout the debt service reserve letter of
credit provider first giving the collateral agent and the trustee written notice
at |east 60 days prior to the termination during which period the collateral
agent is entitled to draw on the debt service reserve letter of credit as
descri bed above under "--Collateral Agency Agreement--Debt Service Reserve
Account." The debt service reserve letter of credit provider nust also provide a
copy of the witten notice to us at the time the notice is given to the
collateral agent and the trustee.

We will have the right to terminate or reduce the debt service reserve
letter of credit upon the receipt by the debt service reserve letter of credit
provi der of notice fromthe trustee consenting to the term nation or reduction.

The debt service reserve letter of credit is subject to renewal for
addi tional periods of one or nore years at the sole discretion of the agent
under the debt service reserve letter of credit and rei mbursement agreenent.

The anount available for drawi ng under the debt service reserve letter
of credit will be reduced upon (1) making draws thereunder, (2) the reduction of
the debt service reserve account required balance and (3) certain deposits of
cash in the debt service reserve account.

Debt Service Reserve Letter of Credit Loans

Each drawi ng on the debt service reserve letter of credit wll
constitute the making of a loan to us by the debt service reserve letter of
credit provider. We nust pay interest on the unpaid principal ampunt of each
out standi ng debt service reserve letter of credit |oan fromthe date the debt
service reserve letter of credit loan is made until the principal anount has
been repaid in full at a rate per annum equal, at our option, to either (1) the
adj usted base rate plus 1% or (2) the Eurodollar rate plus the applicable
margin. The adjusted base rate will equal the higher of (1) the federal funds
rate plus 50 basis points and (2) the rate of interest officially announced or
published by the debt service reserve letter of credit provider as its "prime"
or "reference" rate. The Eurodollar rate will be determ ned by reference to the
of fered rates that appear on Telerate page 3750 for deposits in dollars two
London banking days prior to the date on which the rate is to becone applicable
to a debt service reserve letter of credit |oan.

Each debt service reserve letter of credit loan will be evidenced by a
note in favor of the debt service reserve letter of credit provider. W nust pay
the interest on any debt service reserve letter of credit |oan out of cash
available in the revenue account at the sanme level in the flow of funds as
interest on other senior debt and nust repay the principal ampunt of any debt
service reserve letter of credit |oans out of cash available in the revenue
account after paynent of debt service on all senior debt other than principal of
debt service reserve letter of credit |oans. Each debt service reserve letter of
credit loan will mature five years after the date the debt service reserve
letter of credit loan is nade.

Unl ess the debt service reserve letter of credit is not extended or
replaced or unless there has been an event of default under the debt service
reserve letter of credit as described under "--Debt Service Reserve Letter of
Credit and Rei mbursement Agreenent," anounts available for draw ng under the
debt service reserve letter of credit nust be
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reinstated i mediately to the extent of any reinbursement of principal of debt

service reserve letter of credit |oans, but not debt service reserve bonds or
debt service reserve letter of credit termloans.

Non- Renewal of Debt Service Reserve Letter of Credit



If the debt service reserve letter of credit is not extended or
replaced at |east 45 days prior to its term nation date, or the credit rating of
the debt service reserve letter of credit provider is |less than the required
rating and we do not within 45 days replace the debt service reserve letter of
credit with a letter of credit issued by a financial institution which nmeets the
required rating, the collateral agent will draw on the debt service reserve
letter of credit, the drawi ng due to non-extension or non-replacenent of the
debt service reserve letter of credit, a "debt service reserve letter of credit
termloan", in an anount equal to the |esser of (1) the anmpunt available to be
drawn under the letter of credit and (2) the difference between (x) the debt
service reserve account required balance and (y) amounts then on deposit in the
debt service reserve account, and will deposit the drawing into the debt service
reserve account. A debt service reserve letter of credit termloan will anortize
under a "nortgage-style" anortization schedule and the maturity date of any debt
service reserve letter of credit termloan will be 10 years after the date the
loan is made. Interest on and principal of any debt service reserve letter of
credit termloan will be paid, respectively, at the same levels as interest on
and principal of the bonds.

Conversion into Debt Service Reserve Bonds

If by the date 30 nonths after the making of a debt service reserve
letter of credit loan, we have failed to repay at |east 50% of the original
anount of the debt service reserve letter of credit loan, or if by the maturity
date of the debt service reserve letter of credit |oan we have failed to repay
the debt service reserve letter of credit loan in full, then fromand after the
applicabl e date, the debt service reserve letter of credit |loan may, at the
option of the debt service reserve letter of credit provider, be converted into
a new security, a debt service reserve bond, having a principal amunt equal to
the remmining principal ambunt of the debt service reserve letter of credit |oan
so converted. Each debt service reserve bond nust be anortized on the sane
anortization schedule as the bonds and mature on the same maturity date as the
bonds. Interest on and principal of any debt service reserve bond will be paid,
respectively, at the same |levels as interest on and principal of the bonds.

Covenant s

The covenants contained in the indenture will be incorporated by
reference, with appropriate substitution of parties, in the debt service reserve
letter of credit and reinmbursenment agreement as if described in full in the debt
service reserve letter of credit and rei nbursenent agreenent.

Debt Service Reserve Letter of Credit Events of Default

Each of the following will be an event of default under the debt
service reserve letter of credit and rei nbursenent agreement: (1) any anount due
under the debt service reserve letter of credit and rei mbursement agreenent or
any debt service reserve letter of credit note is not paid in full within 15
days after the due date ; (2) an "event of default" under the indenture has
occurred and is continuing or (3) an "event of default" under the construction
period letter of credit and rei mbursenment agreenment has occurred and is
conti nui ng.

Renedi es

Upon the occurrence and during the continuation of an event of default
under the debt service reserve letter of credit, at the request of the banks
hol di ng 66-2/3% or nore of the debt service reserve letter of credit conm tnment,
the debt service reserve letter of credit provider may (1) after notice as
required in the financing documents, terminate the debt service reserve letter
of credit, (2) declare all ampunts ow ng under the debt service reserve letter
of credit and reinbursenent agreement and any debt service reserve letter of
credit note to be forthwith due and payable, including amounts not yet advanced
under the debt service reserve letter of credit, which will upon being so
advanced be and beconme i nmmedi ately due and payabl e, whereupon the obligations
wi || become and be due and payabl e, without presentment, demand or protest; (3)
terminate our ability to cause the reinstatement of the stated amount through
the reinmbursenent of draw ngs; and (4) terminate our ability of to continue any
debt service reserve letter of credit loans as, or to convert debt service
reserve letter of credit loans to, Eurodollar rate |oans so |long as the debt
service reserve letter of credit provider does not have the right to exercise
any ot her remedi es except in accordance with the provisions of the collateral
agency agreenent.
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Construction Period Letter of Credit and Rei mbursement Agreenent

Dresdner Bank AG, New York Branch, under a construction period letter
of credit and reinbursenent agreement, issued the construction period |etter of
credit for our account in the ampunt of $30, 000,000 and in favor of WIliams
Energy. Wl lians Energy may neke drawi ngs under the construction period |letter
of credit if our facility has not achieved the comercial operation date by the
date specified in the power purchase agreenment, as the date nay be extended in
accordance with the provisions of the power purchase agreenent.

Subj ect to the conditions of drawing, the construction period |etter of
credit will mature, expire or terminate on the earliest to occur of (1) the date
on which the construction period letter of credit provider receives notice from
W lianms Energy that the commercial operation date has occurred; (2) four years
fromthe date of issuance of the construction period letter of credit; and (3)
the occurrence of an event of default under the construction period letter of



credit. The construction period |letter of credit; however, wll not be

term nated upon the occurrence of an event of default under the construction
period letter of credit without the construction period letter of credit
provider first giving the collateral agent and Wllianms Energy written notice at
| east 45 days prior to the termination. The construction period letter of credit
provi der nust also provide a copy of the witten notice to us at the tine the
notice is given to the collateral agent and WIIians Energy.

We will have the right to terminate or reduce the construction period
letter of credit upon the receipt by the construction period letter of credit
provider of notice fromWII|ianms Energy consenting to the termnnation or
reduction. The ampunt available for drawi ng under the construction period letter
of credit will be reduced upon neking draws thereunder.

Construction Period Letter of Credit Loans

Each drawi ng on the construction period letter of credit will
constitute the making by the construction period letter of credit provider of a
loan. W& nust pay interest on the unpaid principal ampunt of each outstanding
construction period letter of credit loan fromthe date the construction period
letter of credit loan is made until the principal anount has been repaid in full
at a rate per annum equal, at our option of, to either (1) the adjusted base
rate plus the applicable margin or (2) the Eurodollar rate plus the applicable
margin. The adjusted base rate will equal the higher of (1) the federal funds
rate plus 0.50% and (2) the rate of interest officially announced or published
by the construction period letter of credit provider as its "prinme" or
"reference" rate. The Eurodollar rate will be deternined by reference to the
of fered rates that appear on Telerate page 3750 for deposits in dollars two
London banki ng days prior to the date on which the rate is to becone applicable
to a construction period letter of credit |oan.

The construction period letter of credit |loan will be evidenced by a
note in favor of the construction period letter of credit provider. W nust pay
the interest on and repay the principal anount, based on nortgage-style
anortizations, of any construction period |etter of credit |oan out of cash
available in the revenue account at the sane |evel as interest on and the
princi pal of the bonds. Each construction period letter of credit loan will
rrafjure 10 years after the date the construction period letter of credit loan is
made.

Covenant s

The covenants contained in the indenture will be incorporated by
reference, with appropriate substitution of parties, in the construction period
letter of credit and reimbursenment agreement as if described in full in the
construction period letter of credit and rei mbursement agreenent.

Construction Period Letter of Credit Events of Default

Each of the following will be an event of default under the
construction period letter of credit and rei mbursement agreenent: (1) any anmount
due under the construction period letter of credit and rei mbursement agreenent
or any construction period letter of credit note is not paid in full within 15
days after the due date; (2) an "event of default" under the indenture has
occurred and is continuing; and (3) an "event of default" under the debt service
reserve letter of credit and reinmbursement agreenent has occurred and is
conti nui ng.

Renedi es

Upon the occurrence and during the continuation of an event of default
under the construction period letter of credit, at the request of the banks
hol ding 2/3 or nore of the construction period letter of credit commtnent, the
construction period letter of credit provider may (1) terminate the construction
period letter of credit, (2) declare all anpunts owi ng under the construction
period letter of credit and reimbursenment agreement and any construction period
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letter of credit note to be forthwith due and payabl e, including amounts not yet
advanced under the construction period letter of credit, which will upon being
so advanced be and becone i medi ately due and payabl e, whereupon the obligations
wi || become and be due and payabl e, without presentment, demand or protest and
(3) terminate our ability to continue construction period |letter of credit |oans
as or to convert construction period letter of credit |oans to Eurodollar rate

| oans so long as the construction period letter of credit provider does not have
the right to exercise any other renedies except in accordance with the
provisions of the collateral agency agreenent.

Equity Subscription Agreement

Under an equity subscription agreement entered into by and anpng us,
AES |ronwood, Inc. and the collateral agent, AES Ironwood, Inc. has agreed to
contribute equity, or make or cause to be nmade subordinated | oans, to us from
time to time during the construction period (each |oan, an "equity
contribution") at the request of the collateral agent, if the ampunts then on
deposit in the construction account are insufficient to make the transfers
required to pay project costs as specified in the collateral agency agreenent.
The obligation of AES Ironwood, Inc. to nake equity contributions is supported
by bonds issued by an insurance conpany. The AES Corporation is obligated to
repay the insurance conpany any anmounts drawn under the bonds. |f AES |ronwood,



Inc. fails to pay any ampunts due under the equity subscription agreement, the
col lateral agent can draw on these insurance conpany bonds for paynent of the
necessary anmount. AES Ironwood, Inc.'s obligation to make equity contributions
wi || commence when all proceeds of the offering of the old bonds have been
utilized but will not at any time exceed, in the aggregate, $50,149,285. All
equity contributions will be deposited in the construction account and applied
as described under "--Collateral Agency Agreenent--Construction Account.”

The equity subscription agreement also provides that upon the
occurrence of an event of default under the indenture, AES Ironwood, Inc. will
be obligated to make an equity contribution to us in an anount equal to
$50, 149, 285 | ess the aggregate of all equity contributions previously deposited
into the construction account. Any equity contribution follow ng an event of
default will be deposited in the construction account and nmay be used to prepay
bonds and other outstanding senior permitted indebtedness in accordance with the
terms of the collateral agency agreenent.

Subj ect to specified conditions under the equity subscription
agreement, any "excess" equity which remains committed but unfunded at Final
Acceptance may be cancel ed. Conditions to the cancellation of the "excess"
equity commitnments include (1) the absence of any default or event of default
under the indenture or any other financing docunment, (2) achievenent of final
conpl etion, (3) the occurrence of the commercial operation date and (4) funding
of all accounts, including the debt service reserve account, under, and to the
extent required by, the indenture and the collateral agency agreenent.

Consents to Assignnents

I'n connection with the collateral assignnment of all contract rights
hel d by us, including rights under our project contracts, the collateral agent
will receive an executed consent to assignment fromthird parties party to the
project contracts. In each consent, the applicable third party will, in respect
of our project contracts to which it is a party, anong other matters, (1)
consent to the collateral assignment to the collateral agent on behalf of the
senior creditors, (2) agree to pay all amounts, if any, receivable by us
thereunder directly into the revenue account created under the collateral agency
agreement, (3) agree to matters concerning the exercise of renmedies by the
col l ateral agent upon an event of default under the collateral agency agreenent
and (4) agree to the exercise by the senior creditors of specific cure rights
with respect to our project contracts.

Mor t gage

We, as nortgagor, will enter into the nortgage and will nortgage and
grant a security interest to the collateral agent for the benefit of the senior
creditors all of our rights, titles and interests in and to all real property
interests, including fee interests, easement interests and | easehold interests,
if any, to the facility site, our facility and any easenents and all fixtures,
equi pment and i nprovenents, all accounts, subject to the terns of the indenture,
and personal property now owned or hereafter acquired. our rights in any |eases
affecting the real property, including rights to receive income, will be
assigned by us to the collateral agent under the assignnment of |eases and
i ncome.

The events of default under the nortgage incorporate by reference those
provided in the indenture. Under the terms of the nortgage, the collateral agent
may, upon the occurrence and during the continuance of an event of default and
satisfaction of conditions contained in the collateral agency agreenent, take
possession of all collateral covered by the nortgage.
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Proceeds fromthe exercise of remedies under the nortgage will be
applied in accordance with the security docunents and the collateral agency
agreement .

Security Agreenent

We will enter into the security agreement with the collateral agent for
the benefit of the senior creditors providing for the granting of a security
interest in all of our personal property interests including, but not limted
to, all contract rights, equipment, receivables, accounts, insurance proceeds,
em nent donmin proceeds, rights under any governmental approval, to the extent
permitted by applicable law, and patents and trademarks, including all proceeds
and all documents evidencing all nonies and investnent therein. Upon the
occurrence of a Trigger Event under the collateral agency agreenment, renedies
may be exercised under the security agreenent.

Under the terms of the security agreenent, the collateral agent may,
upon the occurrence and during the continuance of an event of default and
satisfaction of conditions contained in the collateral agency agreenent, take
possession of all of the collateral covered by the security agreenent.

Proceeds fromthe exercise of remedies under the security agreenent
will be applied in accordance with the security docunents.

Pl edge Agreenent

Under the pledge agreenent to be entered into by AES Ironwood, Inc. in
favor of the collateral agent, AES Ironwood, Inc. will pledge to the collateral
agent, acting on behalf of the senior creditors, all of its ownership interests
in our conpany, and all rights under or derived therefrom currently owned or
later acquired and all distributions, cash, instrunents and other property and
proceeds, and all rights associated therewith, fromtime to time receivable or
otherwi se distributable with respect to or in exchange for the ownership



interests.
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PLAN OF DI STRI BUTI ON

Except as described bel ow, a broker-dealer may not participate in the
exchange offer in connection with a distribution of the new bonds. Each
broker -deal er that receives new bonds for its own account under the exchange
of fer must acknow edge that it will deliver a prospectus in connection with any
resal e of the new bonds. Based on SEC staff interpretations, a broker-dealer
could use this prospectus, as it may be amended or supplemented fromtinme to
time, in connection with resales of new bonds received in the exchange offer
where the beneficial interests in old bonds for which they were exchanged were
acquired as a result of market-neking activities or other trading activities. W
have agreed that for a period not to exceed 270 days to nmake this prospectus, as
anended or suppl enented, available to any broker-dealer for use in connection
with any resale. In addition, until 120 days after the consunmation of the
exchange offer, all dealers effecting transactions in the new bonds may be
required to deliver a prospectus.

The information described above concerning SEC staff interpretations is
not intended to constitute |egal advice, and broker-deal ers should consult their
own | egal advisors with respect to these matters.

We will not receive any proceeds fromthe exchange offer or any sale of
new bonds by broker-dealers. New bonds received by broker-dealers for their own
account under the exchange offer may be sold fromtine to tinme in one or nore
transactions in the over-the-counter market, in negotiated transactions, through
the writing of options on the new bonds or a conbination of those nethods of
resale, at market prices prevailing at the time of resale, at the tinme of
resale, at prices related to those prevailing market prices or negotiated
prices. Any resale may be made directly to purchasers or to or through brokers
or deal ers who may receive conpensation in the form of conmi ssions or
concessi ons from any broker-deal er and/or the purchasers of any new bonds. Any
broker -deal er that resells new bonds that were received by it for its own
account under the exchange offer and any broker or dealer that participates in a
distribution of the new bonds may be deenmed to be an "underwriter” within the
neani ng of the Securities Act and any profit on any resale of new bonds and any
conmi ssi ons or concessions received by any of those persons nay be deemed to be
underwriting conpensation under the Securities Act. Any broker or deal er
regi stered under the Exchange Act who holds old bonds that were acquired for its
own account as a result of market-making activities or other trading activities,
other than old bonds acquired directly fromus, may exchange those ol d bonds
under the exchange offer; however, that broker or dealer nmay be deemed to be an
"underwriter” within the nmeaning of the Securities Act and nust, therefore,
deliver a prospectus nmeeting the requirements of the Securities Act in
connection with any resales of the new bonds received by the broker or dealer in
the exchange offer. This prospectus delivery requirement may be satisfied by the
delivery by that broker or dealer of this prospectus. The letter of transmttal
states that by acknow edging that it will deliver and by delivering a
prospectus, a broker-dealer will not be deened to admit that it is an
"underwriter” within the meaning of the Securities Act.

We have agreed to pay the expenses of registration of the new bonds and
will indemify the holders of the new bonds, including any broker-dealers,
against certain liabilities, including liabilities under the Securities Act.

Prior to the exchange offer, there has been no public market for the
old bonds. W& do not intend to apply for listing of the new bonds on any
securities exchange. There can be no assurance that an active market for the new
bonds wi Il develop. To the extent that a market for the new bonds devel ops, the
mar ket val ue of the new bonds will depend on market conditions (including yields
on alternative investments general economic conditions), our financial condition
and ot her conditions. Those conditions m ght cause the new bonds, to the extent
that they are actively traded, to trade at a significant discount fromface
val ue. W& have not entered into any arrangement or understanding with any person
to distribute the new bonds to be received in the exchange offer.

We have not agreed to conpensate broker-deal ers who effect the exchange
of old bonds on behal f of hol ders.

UNI TED STATES FEDERAL | NCOME TAX CONSI DERATI ONS

Because the new bonds will be identical to the old bonds in all
rel evant econonmic respects, the exchange of the old bonds for the new bonds will
not be treated as an exchange for United States federal income tax purposes.
Consequently, there will be no United States federal income tax consequences to
the exchange, and hol ders of the new bonds will continue to account for the
bonds for federal incone tax purposes as if the exchange had not taken place.

LEGAL MATTERS

The validity of the new bonds will be passed upon for us by Hunton &
W liams, New York, New York.
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EXPERTS

The independent engineer's report included as Annex B to this
prospectus has been prepared by Stone & Webster and is included herein in



reliance upon the authority of the firmand its affiliates as experts in the
review of the design, construction and operation of electric generating
facilities. The independent power consultant's report included as Annex C to
this prospectus has been prepared by Hagler Bailly and is included herein in
reliance upon the authority of the firmas experts in the analysis of power
markets, including future market demand, future market prices for electric
energy and capacity and related matters, for electric generating facilities.

Thi s docunment has been prepared by the nanagenent of our conpany and
includes financial statements audited by Deloitte & Touche LLP as stated in
their independent auditors' report acconpanying those financial statenents.
These financial statements are included in this prospectus in reliance upon the
i ndependent auditors' report of the firmgiven upon their authority as experts
in accounting and auditing. The management of our conpany is responsible for the
accuracy and conpl eteness of this docunent, including the "Prospective Financial
I nformation" appearing in Annex B, and Deloitte & Touche LLP makes no warranty
as to any of the information contained herein, and no representations except as
contained in its independent auditors' report.

WHERE YOU CAN FI ND MORE | NFORMATI ON

Upon consummation of the exchange offer, we will be subject to the
informational requirenents of the Exchange Act and will file reports and other
information with the SEC. Reports and other information filed by us with the SEC
can be inspected without charge and copied, upon paynent of prescribed rates, at
the public reference facilities maintained by the SEC | ocated at Room 1024, 450
Fifth Street, NW Washington, DC 20549, and at the regional offices of the SEC
located at 7 World Trade Center, 13th Floor, New York, New York 10048 and the
Nor t hwest Atrium Center, 500 West Madison Street, Suite 1400, Chicago, |llinois
60661-2511. Copies of the material and any part will also be available by nmil
fromthe Public Reference Section of the SEC, |ocated at 450 Fifth Street, NW
Washi ngt on, DC 20549, at prescribed rates.

The AES Corporation and The W Ilianms Conpanies, Inc. are subject to the
informational requirenents of the Exchange Act and, in accordance, file reports,
proxy statements and other information, including financial statenments, with the
SEC. The reports, proxy statenments and other information may be inspected
wi t hout charge and copi ed, upon paynment of prescribed rates, at the offices of
the SEC | ocated at Room 1024, 450 Fifth Street, NW Washington, DC 20549, and at
the regional offices of the SEC | ocated at 7 World Trade Center, 13th Floor, New
York, New York 10048 and the Northwest Atrium Center, 500 West Madison Street,
Sui te 1400, Chicago, Illinois 60661-2511. Copies of the material and any part
will also be available by mail fromthe Public Reference Section of the SEC,
located at 450 Fifth Street, NW Washington, DC 20549.

The SEC al so mmintains a Website that contains reports and other
information regarding registrants that file electronically with the SEC. The
address of that site is (http:\\ww:.sec.
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