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📝 Gothams TPG2 3PPO Notes
🕞 Started at 11:31AM on 29 Oct, lasted 1h 8m

Contract Review Process and Timeline
- Marilla from 3PPO explained they want to finalize terms quickly to submit the proposed contract to the PREPA board
- The process will proceed directly to the Puerto Rico Energy Board if there are no material changes from RFP guidelines
- Final approval will come from F&B after PREB approval
- Three proponents have been awarded but no specific sites have been allocated yet
- Site allocation decisions will be made once all three proponents are confirmed as viable for contracting

Currency Rate and Pricing Structure
- Gotham introduced a new currency rate definition in the contract which raised concerns about exposing PREPA to currency fluctuations
- Multiple pricing formulas were included in the contract that need clarification on how they affect the given price
- Floor index price based on TTF was incorporated into the pricing structure
- Review periods were established as consecutive three-month periods following CALD for fuel price index reviews
- Automatic price increments would occur every three months based on market conditions

Deployment Timeline and Site Requirements
- Gotham requested flexibility on the 60-day deployment window until specific site and capacity details are confirmed
- Different deployment options were provided in their commercial offer with varying timelines for different sites
- Alternative sites beyond Costa Sur need to be added to the contract language
- Gotham has engaged in discussions with federal government regarding accelerated permitting processes
- Specific project details are needed before permit applications can be filed

Contract Terms and Conditions
- Extension notice periods need to be lengthened from current requirements
- Conditions precedent to seller obligations were deemed reasonable by the 3PPO team
- Capacity calculations will be based on 95% availability over 12-month averages
- Twenty-four hour notification requirements were maintained in the revised language

Additional Power Requests and Shortfall Protection
- Mechanisms for backup deployment need to be discussed and established
- Language protecting Gotham from shortfall penalties when unable to provide additional power beyond contractual obligations was requested
- Clear distinction between contractual obligations and additional power requests needs to be established in the contract

Financial Guarantees and Payment Terms
- PREPA expressed strong resistance to signing advance payments, financial guarantees, or credit lines
- Alternative financial arrangements may need to be explored
- Invoice submission timeline was changed from 10th to 20th of the month to allow adequate preparation time
- Reconciliation mechanisms for disputed invoice portions need to be developed

Tax Optimization Opportunities
- Gotham proposed collaborating with PREPA to optimize taxation beyond the 4% CIT and 0.25% municipal tax included in their pricing
- Potential benefits from PREPA's Crudal tax exemption status were discussed
- Fuel supply structure modifications could provide tax advantages if fuel is sold directly to PREPA
- All-inclusive solution approach would be maintained while engineering tax efficiency

Subcontracting and Operations
- Gotham will subcontract charter and operating maintenance of vessels
- Subcontractor arrangements need to be properly reflected in contract language
- Insurance certification requirements for subcontractors must include specified additional insured parties

Dispute Resolution and Legal Framework
- Arbitration clauses were proposed as alternative to current dispute resolution mechanisms
- Puerto Rico jurisdiction was preferred by PREPA for any arbitration proceedings
- Precedent cases of arbitration acceptance in other PREPA contracts were mentioned
- Change in law provisions faced resistance from Puerto Rico government based on previous contract negotiations

Confidentiality and Public Announcements
- Restrictions on public announcements about project existence were questioned by Gotham
- Confidential information protection while allowing some public disclosure of award status was discussed
- Current contract language may have been inserted by previous contractors rather than PREPA requirements

Performance Bonds and Security Requirements
- Performance and payment bond requirements need mutual agreement between buyer and seller
- Bond obligations, forms, amounts and duration will be determined based on final project specifications
- Site-specific requirements will influence final bond amounts and terms

Regulatory Compliance and Approvals
- Chief of Staff approval requirements for contracts need clarification and verification
- Legal implications of unilateral contract termination by Chief of Staff office require further research
- Local legal counsel input is needed on specific regulatory requirements

Next Steps
- Marilla will provide a term sheet with proposed changes and translate Spanish comments for Gotham's review
- Gotham will review all comments internally with their management and legal teams before providing responses
- Both parties will circle back on specific technical and financial details once site allocation and capacity information is available
- Insurance requirements and liability coverage amounts will be researched by both sides
- Tax optimization opportunities will be explored with relevant legal and tax advisors
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Regulatory Compliance and Approvals
- Chief of Staff approval requirements for contracts need clarification and verification
- Legal implications of unilateral contract termination by Chief of Staff office require further research
- Local legal counsel input is needed on specific regulatory requirements

Liability and Risk Management
- Liability caps for both parties were proposed by Gotham as standard practice in power contracts
- Insurance requirements for subcontractors need to include PREPA and Puerto Rico government as additional insured parties
- Environmental and security liability coverage amounts need to be determined by insurance brokers
- Vessel and equipment insurance must address potential environmental risks
