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📝 Power Expectations TPG2 3PPO Notes
🕞 Started at 9:01AM on 29 Oct, lasted 1h 54m

Contract Background and Megawatt Authorization
- Power Expectations proposed terms contemplating 3,000 megawatts across Agirre, Costasur, and Jabka sites while the original RFP was based on 800 megawatt authorization
- Authorization for increased megawatt capacity will be sought to accommodate the full proposed project scope
- Financial institutions require assurance that the system will operate 6,000-8,000 hours annually to justify the over $2.5 billion investment
- Lloyd's of London provided $8 million trade credit insurance policy covering $2 billion to protect lenders against PREPA payment defaults.

Site Configuration and Sewer Project
- Costasur site was eliminated from the contract while Dawu Koa was incorporated as a replacement
- Power Expectations maintains capability to deliver to the sewer site if negotiations with other contenders fail
- Site plans and interconnection studies for the sewer location are already prepared and ready for implementation.

Adjustment Factor and Pricing Terms
- Power Expectations initially included adjustment factors allowing price changes based on market conditions
- Sapphire negotiations are progressing toward a fixed $10 per MBTU price across ten years including capital recovery
- Final pricing agreement with Sapphire should close imminently, potentially eliminating the need for adjustment factors
- Contract will retain a 2% annual inflation adjustment for non-fuel operating and maintenance costs to account for dollar devaluation.

Contract Extension Options
- Extension terms beyond ten years were incorporated allowing continued operations if desired by Puerto Rico
- Extension language provides PREPA complete discretion over renewal decisions without specific term limitations
- Power Expectations expressed strong interest in long-term Puerto Rico operations and family relocation plans
- Extension provisions remain subject to PREPA approval and regulatory oversight requirements.

Continuous Operating Power Definition
- COP represents the maximum power generation capacity deliverable continuously under agreed operating conditions
- Equipment can operate approximately 8,000 hours annually before requiring scheduled maintenance intervals
- COP definition will be tied to the 95% power generation capability requirement established in the contract.

Demobilization Fee Structure
- Demobilization fee definition was inserted but specific amounts were removed from the contract body
- Fee applies only when termination occurs for convenience rather than contractor default
- Previous discussions established approximately $35 million as the demobilization cost estimate
- Parties must negotiate demobilization fees in good faith based on remaining contract term at termination time.

Deployment Timeline and Diesel Operations
- Deployment period extended from 60-90 days to 150 days to accommodate greenfield development at Jabka
- Reasonable best efforts standard applies to meeting deployment deadlines despite potential permitting challenges
- Diesel fuel operations will be available during initial deployment phase before LNG infrastructure becomes operational
- PREPA will supply diesel fuel with pricing detailed in Exhibit B for emergency or transitional operations.

Excused Events and Force Majeure
- Power Expectations introduced excused events provisions beyond standard force majeure clauses
- Current language appears overly broad and may require more specific definitions to avoid disputes
- Force majeure provisions already exist in the contract providing adequate protection for unforeseen circumstances
- Power Expectations expressed flexibility in modifying or eliminating excused events language.

FSRU Implementation at Agirre
- Floating Storage and Regasification Unit will be positioned directly at Agirre site eliminating truck transportation needs
- FSRU units built in Texas specifically for Agirre operations with environmentally friendly water recycling systems
- Environmental impact studies are underway to address wildlife concerns and regulatory compliance
- Direct FSRU connection provides cost savings and safety improvements over port-based LNG delivery logistics.

Transmission and Interconnection Requirements
- Jabka represents a greenfield site requiring comprehensive transmission line studies and new infrastructure
- Independent transmission companies are prepared to conduct studies if LUMA cannot meet timeline requirements
- Power Expectations will fund independent studies at their own expense if necessary to maintain project schedules
- Technical meetings with LUMA will be coordinated to discuss interconnection requirements and system integration.

Environmental Compliance and Emissions
- Environmental compliance data requirements were eliminated from operational reporting obligations
- Existing Agirre plant operations using bunker fuel face EPA shutdown recommendations due to mercury and toxin violations
- Power Expectations' equipment meets stringent California EPA standards but proximity to existing polluting facilities creates liability concerns
- Responsibility for environmental penalties requires clarification when multiple operators share the same site.

Runtime Estimates and Banking Requirements
- Contract includes 6,000-hour annual runtime estimate for financial institution comfort without operational consequences
- Banking partners require assurance of consistent dispatch to justify project financing commitments
- No penalties apply to PREPA if actual runtime differs from the 6,000-hour estimate
- Runtime projections serve purely as financial planning tools rather than binding operational commitments.

Termination for Convenience Provisions
- Buyer must provide 90-day notice for termination for convenience with clear service continuation requirements
- All service payments must be current with no outstanding debts to the seller before termination becomes effective
- Termination fee negotiations will occur in good faith with amounts varying based on years remaining in the contract
- Earlier termination results in higher fees while later termination incurs minimal costs.

Equipment Ownership and Contract Conclusion
- Previous two-year contract with extensions included equipment transfer to Puerto Rico at contract end
- Current ten-year contract eliminates automatic equipment transfer requiring fair market value payments
- SGT 800 equipment has 30-year lifespan making units valuable assets after ten-year contract term
- Puerto Rico can retain equipment by paying market value or allow demobilization at contract conclusion.

Cure Period Modifications
- Original 24-hour cure period for contract breaches was extended to 30 days in the revised agreement
- Emergency contract nature typically requires rapid response times according to previous executive director discussions
- Power Expectations offered to compromise at 15-day cure period as middle ground between parties
- Final cure period determination requires PREPA approval and consideration of emergency response requirements.

Liquidated Damages and Performance Metrics
- New language establishes that liquidated damages represent reasonable forecasts of actual damages when harm is difficult to estimate
- Performance-based service contract definition was introduced linking payment to service delivery and performance metrics
- Commodity contract classification may provide bankruptcy protection advantages over performance-based service contracts
- Legal review is required to assess implications of contract classification on bankruptcy protections.

Next Steps
- Power Expectations will receive a comprehensive term sheet outlining all discussed contract modifications and outstanding issues
- Technical meetings with LUMA will be scheduled for the following week to address interconnection and system integration requirements
- PREPA will review and provide feedback on proposed contract changes including cure periods, environmental provisions, and change in law clauses
- Contract finalization will proceed rapidly once negotiations conclude since no material changes to the original RFP are anticipated
- Final agreement will move through PREPA approval process and then to FOMB for final authorization before execution.

Change in Law Provisions
- Change in law clauses were significant issues in previous NFE contract negotiations with resistance from PREPA and FOMB
- Power Expectations proposed sharing change in law costs on 50-50 basis rather than full contractor responsibility
- Previous contracts typically assigned all regulatory change costs to government entities
- Compromise language may be necessary to address both parties' concerns about regulatory risk allocation.
