GOTHAMS 3PP0 MEETING SUMMARY 11.11.25


Key Points
- Fabian Velez addressed ongoing concerns about potential sanctions against companies with similar names to Gothams, emphasizing the need to clarify that Gothams is not the sanctioned entity that appears on restriction lists. 
- Gothams provided documentation including trade registration numbers and corporate details to distinguish themselves from a sanctioned company with a similar name, while highlighting their US business operations including a recently acquired shipyard in Texas. 
- Contract discussions began with Maria confirming receipt of the latest contract version from Carlos, while noting that audited financial statements from Gothams were still pending for contract execution. 
- PREPA's board of directors had already approved moving forward with contract negotiations within specified parameters, eliminating the need to return to the board if the final contract complies with established guidelines. 
- Dispute resolution mechanisms were extensively discussed, with Gothams proposing New York as the legal seat for arbitration while agreeing to hold hearings in San Juan, though PREPA indicated this had been a hard rejection in recent negotiations. 
- Performance measurement disputes would be referred to an independent engineer mutually agreed upon by both parties, with the College of Engineers potentially providing a framework for engineer selection and compensation. 
- Payment adjustment mechanisms were clarified to be based on actual meter readings and power generation performance standards as defined in Article 4, with disputed amounts potentially held in escrow accounts until resolution. 
- Site allocation discussions revealed that final determination between potential locations including San Juan was still pending, with PREPA expecting to provide line diagrams and initial assessments by week's end. {{142:02}}
- Shortfall payment terms were modified from 30% to 100% of incremental costs to maintain consistency with other PREPA contracts, with costs capped at approximately 4 cents per kilowatt-hour above the contracted price. {{125:28}}
- Termination payment provisions were discussed extensively, with Gothams requesting coverage of mobilization and demobilization costs estimated at 150% of those expenses, though PREPA indicated previous resistance to such payments. {{172:27}}
- Force majeure clauses were made bilateral, allowing both parties equal termination rights under the same conditions, while clarifying that failure to maintain existing required permits would be excluded from force majeure protection. {{162:05}}
- Change in law provisions established a 50% cost-sharing mechanism between parties, with mutual agreement required for contract continuation or termination without penalties when regulatory changes significantly impact operations. {{180:18}}
- Confidentiality terms were negotiated to allow announcement of the contract's existence, capacity allocation, and duration while keeping pricing, payment security, and penalty details strictly confidential. {{184:53}}
- Next steps included PREPA presenting outstanding contract issues to their executive director and legal counsel by the following day, with Gothams remaining available in Puerto Rico for continued negotiations through the holiday period. {{211:10}}





Outline
Sanctions and Legal Compliance Issues
- Fabian Velez reported that advertiser services continue to bring information directly to the board regarding potential sanctions and allegations that could preclude contract signing
- Research has been conducted on whether the company is the same as another corporation that appears in sanctions lists
- A letter will be written today to address these concerns and move the process forward
- The team needs any additional information that can be provided to clarify the situation

US Business Operations and Partnerships
- Speaker_3 mentioned they opened a shipyard in Texas just two or three weeks ago through a partnership with Citrus Singapore
- Their first business was supplying electricity to the US Mint, being paid by the Federal Reserve
- They have extensive past performance with government contracts including various federal agencies and state governments
- Bank of America and Goldman Sachs have provided financing, which wouldn't occur if there were sanctions issues

Contract Documentation Requirements
- Speaker_6 confirmed they are still missing audited financial statements from Gothams that were being prepared by their CPA
- This is the only outstanding issue needed before contract execution
- The financial statements need to be submitted to the power advocate system
- Maria confirmed she will resend the contract documents to the appropriate email addresses

Board Authorization and Approval Process
- Speaker_2 explained that the board of directors of the authority has approved recommendations for contracts that comply with all requirements
- They have authorization to move forward without returning to the board if the contract meets specified parameters
- The contract will be reviewed by various parties but no major issues are anticipated given the substantially lower price compared to alternatives

Dominican Republic Emergency Response
- Speaker_3 shared that during a power shortage emergency in the Dominican Republic, they were able to deploy a power ship within seven days after signing a contract in two days
- This demonstrates their capability for rapid emergency response in the Caribbean region
- The proximity to Puerto Rico makes similar quick deployment possible

LUMA Negotiations and Challenges
- Speaker_2 described ongoing contract negotiations with LUMA that have been very long and contentious
- Two main clauses are causing issues in the contract including price and responsibility allocation
- LUMA wants to capitalize on situations where they haven't been able to deliver gas at contracted rates
- There are discussions about liability caps, with LUMA requesting a hundred million dollar cap

Contract Terms and Definitions
- Speaker_6 reviewed various contract definitions including currency rate, diesel specifications, and power reliability requirements
- The 95% power reliability threshold has been defined in the document
- San Juan will be included in the contract once the allocation is finalized
- Floor index price definitions have been added for clarity during three-month review periods

Performance Standards and Reporting
- Speaker_5 explained that operational reports must be submitted to relevant agencies demonstrating adherence to technical, regulatory and contractual requirements
- The reports will be detailed in attachments or referenced through interconnection agreements
- Performance standards will be tied to specific regulatory requirements from the interconnection process

Site Allocation and Technical Studies
- Speaker_2 confirmed that LUMA will provide line diagrams and conduct initial assessments for site feasibility
- The timeline for final site allocation decisions is being expedited
- San Juan is considered feasible and makes sense for natural gas supply arrangements
- Environmental impact assessments will need to be conducted for different sites

Permit Requirements and Conditions Precedent
- Speaker_5 clarified that their power generation responsibility should not start until all necessary permits are obtained
- The contract includes conditions precedent related to permit acquisition that allow termination without penalty if permits are not received
- This differs from other contracts because no financial guarantees are being provided upfront

Backup Deployment and Reasonable Efforts
- The contract requires commercially reasonable efforts within industry standards and compliance with federal and Puerto Rican law for backup deployment
- Alternative solutions must comply with all applicable regulations
- The language will be strengthened to ensure proper standards are maintained

Dispute Resolution Mechanisms
- Speaker_2 requested stronger dispute resolution language similar to other PREPA contracts
- Discussion centered on whether to use Puerto Rican courts or arbitration with New York as the legal seat
- Hearings would be held in San Juan while the legal seat could be in New York for neutrality
- An independent engineer process was proposed for technical disputes before formal arbitration

Shortfall Management and Liability
- Speaker_6 clarified that 100% of shortfall costs would be the responsibility of Gothams rather than the previously proposed 30%
- This aligns with other contracts and ensures consistency across all agreements
- The shortfall would be calculated based on the difference between Gothams' price and the next available generation source
- PREPA must dispatch the least expensive available generation according to regulations

Force Majeure and Exclusions
- Speaker_5 identified an inconsistency where permit delays were listed both as force majeure events and exclusions
- The exclusion was modified to "failure to maintain existing required permits" rather than failure to obtain permits initially
- Changes in law that affect permits would still be considered force majeure events
- The force majeure clause was made bilateral to apply equally to both parties

Termination Payments and Mobilization Costs
- Speaker_5 proposed termination payments covering mobilization and demobilization costs at approximately 150% of actual costs
- This is significantly less than their normal standard of one year capacity payments
- PREPA has previously rejected mobilization/demobilization fees in other contracts
- A threshold system was discussed where termination payments would decrease over time based on investment recovery


Payment Guarantees and Financial Security
- Gothams requested advance payment guarantees or credit facilities issued by recognized banks
- PREPA has historically rejected such financial guarantees in previous contracts
- The issue requires board approval and represents a material change that would need to apply to all contractors
- Industry standard practices and financing requirements were discussed as justification

Confidentiality and Public Disclosure
- Speaker_5 requested that commercial terms including pricing, payment security, and penalties remain confidential
- They are willing to announce the existence and general terms of the collaboration but want specific commercial details protected
- Puerto Rico law requires public contracts to be filed and published, though some redaction may be possible
- Pricing disclosure could harm their negotiations in other markets where they command higher rates

Environmental Permits and Agency Coordination
- Speaker_2 mentioned that environmental agencies will want to review the project, particularly regarding water temperature impacts
- The permitting process will be easier for sites that are already operational
- Meetings with relevant agencies have been planned to address environmental concerns
- The process differs between sites, with San Juan potentially requiring less environmental review

Tax Implications and Fuel Exemptions
- Speaker_2 raised questions about whether fuel used to generate energy sold to PREPA would be exempt from local taxes
- The tax treatment may depend on the specific structure of the transaction
- Previous utility arrangements have had varying tax implications that need clarification
- The transaction structure may need to be modified based on tax determinations
