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Contract Assignment Clause
- The model contract contained a clause allowing PowerX to assign the contract to any financing party or third person without government consent.
- The Puerto Rico government stakeholders would not agree to such unrestricted assignment rights.
- The parties agreed to modify the clause to require government consent that would not be unreasonably withheld.
- PowerX confirmed this modification would not be a deal breaker for their proposal.

Diesel to LNG Transition Timeline
- The contract currently has an open-ended proposition for initial diesel use before transitioning to LNG.
- The government requires PowerX to propose a reasonable deadline for transitioning from diesel to LNG operations.
- PowerX agreed to provide specific dates in the contract for the fuel transition.
- The timeline request is driven by cost considerations that need to be defined upfront.

Diesel Procurement Status
- PowerX is currently in negotiations for diesel purchase with multiple suppliers.
- PowerX has identified two providers to work with the government and has two additional providers in Puerto Rico.
- PowerX is waiting for contract award to finalize binding agreements with their fuel suppliers.
- Once awarded, PowerX can immediately proceed with procurement finalization.

LNG Supply and Infrastructure Plans
- PowerX confirmed no issues with LNG supply arrangements.
- The plan involves using a barge in Ponce and transporting LNG via isotainers to the Aguada site.
- PowerX is proposing to build a gasification system in parallel to the isotainer delivery method.
- Sapphire will be responsible for constructing the gasification plant as part of the overall infrastructure.

Capacity Payment Structure Analysis
- PowerX is requesting annual capacity payments instead of requiring significant credit or advance payments.
- The capacity payment model varies based on minimum hour commitments, with 8000 hours requiring no capacity payment.
- Miguel presented an analysis showing how reduced hour commitments would increase the effective per-kilowatt-hour cost.
- At 6000 hours (75% commitment), the price increases by 3 cents per kWh, while 2000 hours (25% commitment) results in a 27-cent increase.

Pricing Methodology Discussion
- Miguel's analysis amortized capacity payments over kilowatt hours to create comparable pricing across different commitment levels.
- Thomas questioned whether this methodology accurately represents the deal structure since it treats minimum commitments as maximum usage.
- The analysis aims to show the board that running more hours results in better pricing while running fewer hours increases costs.
- Miguel emphasized the need for kilowatt-hour comparisons to evaluate proposals on an apples-to-apples basis.

Dispatch and Operations Considerations
- Once operational, a dispatch team will choose the most economical generation option available at any given moment.
- PowerX units could potentially run as baseload if they offer the best price compared to other available units.
- The dispatch decisions will be based on actual costs rather than blended fixed and variable cost calculations.
- This operational reality could result in higher utilization than minimum commitments if PowerX remains cost-competitive.

Project Scale and Infrastructure Investment
- PowerX's proposal involves 800 megawatts of generation capacity requiring over $2.5 billion in infrastructure investment.
- The gasification plant alone represents over $1 billion in investment that will outlive the contract term.
- PowerX emphasized their partnership with Enchanted Rock and their track record with major clients like Microsoft and Walmart.
- The infrastructure being built is designed to serve Puerto Rico for 25 years beyond the contract period.

Alternative Capacity Scenarios
- The government asked about pricing implications if PowerX were awarded 400 megawatts instead of 800 megawatts.
- PowerX confirmed they would accept a 400-megawatt award but would need to recalculate pricing with their technical team.
- The reduced capacity would affect both capital recovery and fuel costs, though the direction of price impact is uncertain.
- PowerX designed the project to construct two sites simultaneously with 24-hour construction schedules to meet aggressive timelines.

Competitive Positioning and Pricing Pressure
- The government is negotiating with three different proponents and has received fixed prices below PowerX's current proposal.
- The government emphasized that Puerto Rico's primary concern is electricity pricing, with reliability being secondary.
- PowerX's current model resembles a take-or-pay structure, which is not currently authorized for negotiation by stakeholders.
- The government requested PowerX's best possible pricing for both 400MW and 800MW scenarios to remain competitive.

Contract Bankability and Timeline Pressures
- PowerX sought confirmation that a competitive price would result in a bankable contract.
- The government confirmed they would provide necessary contract terms if PowerX is selected and terms are agreed upon.
- The decision timeline is extremely tight, with a Wednesday deadline that may extend to Friday at the latest.
- The government wants to avoid the reconsideration period issues that occurred in the previous RFP process.

Next Steps
- PowerX committed to reconvening with their Houston-based team immediately after the call to develop revised pricing.
- New pricing numbers for both capacity scenarios will be delivered before end of business on the same day.
- Additional meetings will be scheduled if needed to finalize terms before the Friday deadline.
- The government will prepare comprehensive reports including all proposal details and infrastructure considerations for stakeholder review.
