Power Expectations Meeting Summary

Key Points
- Miguel Garcia explained that P3A and PREPA are seeking a 10-year contract instead of the original 1-3 year term, with the assumption that a longer contract would reduce pricing and provide Puerto Rico with more stable power supply. 
- Our Expectations clarified that their original proposal included an all-inclusive energy rate of 24¢/kWh, which was calculated based on 8,000 hours of annual runtime and a $600 million upfront mobilization payment to cover infrastructure and setup costs. 
- Thomas McAndrew corrected a misunderstanding about pricing, stating that the previously published rates of 18.9¢ and 20.3¢/kWh were contingent upon receiving the $600 million mobilization fee and 8,000 minimum runtime hours, not as standalone rates. 
- Marila Quinones explained that PREB likely misunderstood the pricing structure when reviewing the contract documents, as they may not have considered that the lower price was subject to the $600 million payment and 8,000-hour commitment. 
- Eddie (Speaker_9) expressed frustration about the rebid process after being initially awarded the contract, noting that their companies have spent over $2.5 million in engineering, hotels, and resources for this bid. 
- Miguel Garcia requested a scalable implementation timeline, as the current proposal indicates 150 days for complete project implementation. 
- Our Expectations confirmed they can provide 200 MW of power within the first 30-45 days and then scale up to full capacity within 150 days, with a detailed schedule to be provided later that day. 
- The project at Aguirre will be divided into two parts: 400 MW connected to unit number one and 200 MW connected to the combined cycle, with the TM2500 turbines connected to the combined cycle being implemented first. 
- Our Expectations plans to initially run the TM2500 turbines on diesel fuel while building out the LNG infrastructure, with diesel operation adding approximately 10 cents per kilowatt-hour to the price. 
- For LNG at Costa Sur, Our Expectations plans to use the existing pipeline and vaporization capacity (which can support 400 MW), procuring their own commodity but utilizing PREPA's infrastructure. 
- For Aguirre, Our Expectations plans to use a combination of trucking and an FSRU (Floating Storage Regasification Unit) for LNG supply, with consideration for the environmental impact on the estuary's manatee population. 
- Marila Quinones noted that the 8,000 hours annual commitment would translate to approximately a 92-95% take-or-pay provision, which is higher than industry standard but necessary for capital recovery on the $2.5 billion project. 
- Miguel Garcia requested that Our Expectations translate their run hour requirements into a fixed fee or capacity payment structure for clearer comparison with other proposals. 
- The 3PPO team will present their recommendation to P3 the following day, with negotiations on terms potentially beginning on Wednesday, as they aim to move the process forward quickly.





OUTLINE

Outline
Contract Term Changes and Pricing Impact
- The contract has been extended from a one to three-year term to a ten-year contract based on PREB's resolution.
- PREB's decision was made to provide better long-term pricing and more stable power supply for Puerto Rico.
- The original pricing of 18.9 and 20.3 cents per kWh was contingent on a $600 million upfront mobilization payment and 8,000 hours minimum runtime guarantee.
- Due to the absence of mobilization funding and new tariffs increasing operational costs, Power Expectations proposed a revised all-inclusive energy rate of 24 cents per kWh for both Aguirre and Costa Sur.
- The pricing adjustment reflects current economic conditions while maintaining competitive offering over the 10-year contract term.

Capital Recovery and Minimum Runtime Requirements
- Power Expectations requires either minimum run hours of 8,000 hours annually or a fixed fee structure to ensure capital recovery on the $2.5 billion project investment.
- The company emphasized that without guaranteed minimum runtime or fixed fees, there is no clear path to capital recovery for investors including BlackRock and Apollo.
- The 8,000-hour commitment translates to approximately 92-95% take-or-pay provision of the total contract value.
- Power Expectations provided alternative pricing tables with different hour commitments ranging from 2,000 to 8,000 hours with corresponding fixed charges per kilowatt-month.

LNG Supply and Infrastructure Strategy
- Power Expectations plans to procure their own LNG commodity while utilizing existing PREPA vaporization capacity and gas distribution infrastructure.
- The existing vaporization capacity can handle 400 MW compared to the previously understood 200 MW capacity.
- If existing infrastructure capacity is insufficient, Power Expectations will bring their own LNG supply and regasification equipment.
- For Aguirre, the plan includes a combination of trucking and Floating Storage Regasification Unit (FSRU) with final details being worked out.

Environmental Considerations for Aguirre Site
- Aguirre is located in a natural estuary with the largest population of manatees in Puerto Rico.
- Any FSRU operations must consider complicated permitting requirements from Fish and Wildlife Service, Coast Guard, and EPA.
- Power Expectations confirmed awareness of environmental constraints and will not discharge harmful water into the area.

Project Timeline and Phased Implementation
- The complete project timeline is approximately 150 days for full completion.
- Power Expectations can provide scalable deployment with 200 MW available within the first 30 to 45 days.
- The fastest path to power involves TM2500 turbines connecting to the combined cycle unit generating at 13.2 kV.
- The second phase involves 400 MW connecting to unit number one requiring step-up to 25 kV which takes additional time.

Dual Fuel Operations and Initial Startup
- The turbines are dual fuel capable and will initially run on diesel while LNG infrastructure is being built.
- Diesel operations will add approximately 10 cents per kilowatt-hour to the base pricing.
- Power Expectations will coordinate with PREPA on diesel logistics and storage to avoid operational conflicts.
- The diesel phase is designed to minimize duration while providing fastest path to initial power generation.

Interconnection Configuration
- Total capacity is 600 MW split into two parts with 400 MW going to unit number one and 200 MW connecting through the combined cycle.
- The initial 200 MW deployment will connect to the combined cycle due to voltage compatibility at 13.2 kV.
- The 400 MW portion requires stepping up to 25 kV for connection to unit number one.
- All turbines generate between 13.2 and 13.8 kV requiring appropriate transformation for grid connection.

Next Steps
- 3PPO will provide a recommendation to P3 by the following day with negotiations on terms beginning Wednesday.
- Power Expectations will submit detailed phased timeline showing power availability at 90-day intervals.
- The parties will work to align pricing expectations with PREB requirements while maintaining project financial viability.
- Further discussions will focus on finalizing take-or-pay provisions and capacity payment structures to ensure capital recovery.
