
JAVELIN MEETING SUMMARY 8.18.25

Key Points
- Spencer from Javelin clarified that their proposal includes a capacity payment of approximately 8 cents per kilowatt-hour that must be paid regardless of facility usage, plus an energy payment of $0.12/kWh for natural gas or $0.19/kWh for diesel. 
- The Javelin team emphasized that capacity payments or minimum guarantees are standard in the power industry globally, stating that equipment worth $250-300 million requires guaranteed payment streams to be financially viable. 
- Total annual cost for running Javelin's proposed facility at Costa Sur baseload would be approximately $385-388 million, with $158 million for capacity payment and $230 million for energy payment when using natural gas. 
- Spencer explained Javelin's financing solution where they would lend $75 million to the Commonwealth at 6.25% interest, which would then be placed in a bank account earning 4.3% interest, resulting in a net cost of only 2% to solve Puerto Rico's credit problems. 
- Javelin proposed accessing Naturgy's LNG contract by having PREPA maximize its contractual allocation, use what it needs at Costa Sur, and deliver the remainder to Javelin, potentially bringing generation costs down to 20 cents per kilowatt-hour. 
- For long-term LNG supply solutions, Javelin suggested either working with Ecoelectrica to build another regasifier or constructing a 1,000-meter pipeline to the Peerless import terminal with regasifiers at Costa Sur. 
- Javelin identified a strategy to convert foreign vessels built before 1996 into US-flagged vessels to bypass Jones Act restrictions, allowing Puerto Rico to access cheaper LNG from the US Gulf Coast. 
- For the Aguirre plant, Javelin confirmed they could provide 156 MW of generation using TM2500S units from a different vendor than APR, with diesel fuel supplied from existing storage or barged from Corco's terminal. 
- John from Javelin noted that LNG supply at Aguirre would be challenging due to trucking logistics, suggesting instead either diesel or potentially an underwater pipeline similar to the previously approved Accelerate project. 
- Miguel from RECOMSPR indicated that their recommendation to P3 would be submitted the following day, with negotiations potentially starting as early as Wednesday with PREPA representatives present from day one. 
- Spencer mentioned that Javelin's vendor contracts would come due in approximately two weeks, creating some pressure to move forward with the agreement quickly.


OUTLINES


Outline
Capacity Payment Structure and Clarification
- Javelin confirmed that their proposal includes a capacity payment of approximately 8 cents per kilowatt hour that must be paid regardless of whether the facility is used or not.
- The capacity payment amounts to roughly $158 million annually and is not an additional cost on top of energy consumption but rather a take-or-pay arrangement.
- When the facility is used at full capacity with natural gas, there is an additional energy payment of approximately 12 cents per kilowatt hour, bringing the total cost to about 20 cents per kilowatt hour.
- The all-in annual cost for running the facility at full capacity would be approximately $385-388 million, which includes both the capacity payment and energy costs.
- Javelin explained that capacity payments are standard in the industry and necessary for financing expensive equipment worth $250-300 million.
- The team clarified that without guaranteed payment streams, projects cannot be financed, comparing it to leasing a car and only paying when you use it.

Alternative Payment Structure Options
- Javelin offered flexibility in structuring payments, suggesting they could arrange either a capacity payment or a minimum dispatch guarantee based on guaranteed hours of operation.
- Spencer indicated that a minimum hours guarantee would actually be more favorable for Javelin but potentially more restrictive for Puerto Rico.
- The capacity payment structure was presented as providing more operational flexibility for Puerto Rico by not pre-committing to specific fuel usage hours.
- Miguel inquired about the negotiability of the capacity payment amount, with Javelin indicating limited flexibility due to vendor requirements and competitive pressures.

Credit Enhancement and Financing Solution
- Javelin proposed a comprehensive financing structure to address Puerto Rico's credit challenges by offering up to $200 million in available credit capacity.
- The specific arrangement involves Javelin lending money to the Commonwealth at 6.25% interest, which would then be lent to PREPA and deposited as cash collateral in a controlled bank account.
- The deposited funds would earn approximately 4.3% interest, resulting in a net cost of only 2% for Puerto Rico to solve its credit problems.
- For the $75 million collateral requirement for this project, the net annual cost to Puerto Rico would be approximately $1.5-2 million.
- Spencer emphasized that this structure would enable Puerto Rico to work with large, creditworthy companies rather than small-cap companies with limited experience.
- The financing solution was presented as applicable to other renewable energy projects and RFPs beyond just this temporary generation contract.

Natural Gas Supply Strategy and Naturgy Contract Utilization
- Javelin expressed strong interest in accessing natural gas through the existing Naturgy contract, which they described as potentially the cheapest LNG contract in the world.
- The proposed arrangement would involve Puerto Rico maximizing its contractual allocation from Naturgy and delivering excess natural gas to Javelin at the delivery point.
- This structure would not require Javelin to have a direct relationship with Naturgy, avoiding complex contract modifications.
- Javelin emphasized that utilizing the Naturgy contract could reduce their energy costs from 27 cents per kilowatt hour with diesel to 20 cents per kilowatt hour with natural gas.
- The team suggested this approach would provide operational flexibility, allowing month-to-month decisions on fuel type based on availability and economics.

Long-term LNG Infrastructure Development
- Javelin outlined potential long-term solutions for LNG supply, including building a 1,000-meter pipeline from the Peerless import terminal to Costa Sur.
- The proposal includes constructing regasification facilities at Costa Sur that could serve both existing units 7 and 8 as well as the temporary generation equipment.
- Spencer discussed the possibility of acquiring and converting pre-1996 foreign vessels to Jones Act compliance, which would provide access to cheaper US Gulf Coast LNG.
- The long-term vision includes Puerto Rico owning LNG vessels financed by Javelin, eliminating dependence on current LNG suppliers and creating a more competitive market.
- These infrastructure improvements were positioned as transformative solutions to Puerto Rico's energy crisis, providing the lowest-cost LNG access for 10-20 years.

Aguirre Power Plant Expansion Possibility
- Javelin confirmed they have identified equipment and developed preliminary plans for a 156 MW installation at the Aguirre facility.
- The Aguirre deployment would utilize TM2500 technology from a different vendor than their Costa Sur proposal, as they have consumed all available units from their primary vendor.
- The team identified existing unused fuel oil storage at Aguirre that could be utilized for diesel storage, with rental arrangements if necessary.
- Multiple fuel supply pathways were discussed, including barging diesel from Corco terminal and utilizing existing storage infrastructure.
- Javelin expressed concerns about LNG trucking logistics to Aguirre, noting it could require hundreds of trucks daily and would be challenging for the local community.

Fuel Strategy Considerations for Aguirre
- The discussion covered various fuel options for Aguirre, with diesel being preferred due to existing logistics infrastructure.
- Javelin inquired about fuel oil as a potentially cheaper alternative, but Miguel expressed concerns about Puerto Rico's long-term goals for cleaner energy sources.
- Alternative LNG delivery methods were explored, including trucking from Ponce and the possibility of an underwater pipeline from an offshore facility.
- The team referenced previous approved projects like the Accelerate project for EG Gasport, which involved an underwater pipeline extending 1.5 miles offshore.
- Miguel emphasized that any Aguirre solution should align with Puerto Rico's transition to more efficient and cleaner energy sources by 2040-2050.

Contract Timeline and Vendor Commitments
- Spencer indicated that Javelin's vendor contracts have expiration dates coming due within approximately two weeks, creating time pressure for decision-making.
- All vendor agreements have been finalized and signed, eliminating the need for additional vendor negotiations that occurred in previous procurement processes.
- Javelin emphasized their readiness to proceed immediately once agreements are reached with Puerto Rico, having completed all preliminary contracting work.
- The team expressed concern about potential delays that could jeopardize their vendor commitments and equipment availability.

Next Steps
- The 3PPO team will submit their vendor recommendations to P3 by the following day, with negotiations potentially beginning as early as Wednesday.
- PREPA will be represented from day one of negotiations to expedite the process and avoid delays.
- Technical meetings for all recommended vendors will be conducted jointly rather than separately to accelerate the timeline.
- The procurement process will move forward with multiple vendors simultaneously to ensure competitive options and rapid implementation.
