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June 15, 1994 | ’\/O" —

Mr. Ted Hollon . (W ‘\é‘ (7
Vice President-Construction & Project Management < D K
- 4100 Spring Valley Rd., Suite 1001 c‘
Dallag, TX 75244

REF: Kathieen - Development Loan

: SPECIALLY
Dear Mr. Hollon, — - gﬁsg‘ggg'{gn
Attached is the first cut at our comments. '\‘
Could you send me additional documentation on the questions raised here?
QOur review is confinuing,'and | expect a full list of comments in a tew days.
Very truly yours, \\_‘ _
Vel Racpu Kittiasd ce. RCanter
Co Vo [o: Kawen Kievian
" Cort Van Rensselasr- ' PETE WRIGH T
Director, Business Development Bl NoRDLUND
CVR:emb - K\f LE WOODRWFF
[-Uaki ] _D1
AN
Attachment 6 =

ASB P«AS A*:—.ZED Fop. ADDITIONAL- |\ FoRMATION
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PPA

- A contract exists between PANDA and Florida Power Corp.
itis a standand offer for QF s under 75MW -
Contract loaks normal

_ Tarm is 3Q years

R IDA . — Construction was to start 4/1/94 (needs written confirnation of extansion)  —Rah
pitTe  — Commercial operation is to be 4/1/95 (neads wiitten confirmation of extension) -
_ Apparently there was an axtension for a year or (in retumn for a change
on the capacity payment rats)

z AL — Sections 10.2 & 10.3 refer to credits/charges on taxes and operational dispatch
' These saem to be an unknown risk
= It needs to ba a QF or it can be cancaled v S
Unclear as to what payment schedule will be made and what actual -
dollars are today.

GENERAL

The proposed QF is distilled water which may be challangeable
The electric revenues subsidize the water
‘LaaN ~— The FPC PPRA is only for 75MW, the project is designed around 100 MW
What is the status of the other 34MW? .
-l'g/l(?‘lt—-— At 7SMW the project needed supplemantal fire, Was this for the 8C?
Determine FPC attitude to the project in ganaral

=

~wuad— EUEL

There are a lot of unknowns canceming the fuel supply SPECIALLY-
— Where is gas coming from? g&STRXCTED
Who set the prica? ' PK 050419
What ara the terms?
What is the schedule?

One would assume gas supply would be wall advanced since that is PANDA's strong suit
Wae nead more evidance of probable succass.
TLH  Need ta cheek aut the interconnect costs (§3-1/2 M pipeline.. $1/2 M electric) 4— f1LE?

- PRO FORMA

W ﬁ‘A'IS 0 codibions . P‘Jw._
o Plant capacity is 110 -113 MW in pro forma-
- Losing cash in the front years - No, A @ busa ..I.i’c“..L,LL—a
[RRs are unusual. Where/how derived? {ujurey- z.?k_. ("“‘
PANDA equity.is 5% (out of 20%) yet PANDA gets 55% of the cash. Need to discuss
) who has accepted this. - E‘r—% - a(A—-tfé» W W a—Q.ﬁ
- T& -~ O&Mis 1.2M - is this maintenance onfy? Where is operation cost? él)""‘" w u_g_{

It's low if really has all operating and maintenance costs mduded
- maintenance reserve itself should be $1 MM/yr. if contmuous duty operatlon T &Q (

“+ ot —1-year constructiop schedule - too shart? \

_ o, pafd L “6r14154
CTpRG14 \}UJ(‘U\&QL O(’ags \ J}‘ L M
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. FAX
Number of Pages (including this onte) = 3
- 214-980-6815
' June 20, 1954
'.... Mr. T. C. Hollen
- VP-Construction & Project Management -
Panda Energy Corpaoration '
- 4100 Spring Valley, Suite 1001

Dallas, TX 75244
—~ Dear Mr. Hollon,

o Thank you for your letter of Jure 16th which Cort Yan Rensellaer relayed to ABB
s Erergy Ventures. It shortened the following information request considerably.

o LW EUR Where does the PPA require FPC to accept capacily and energy greater than
- 7SMW? Can you provide correspondence between Panda and FPC evidencing
FPC’s {ntention to take this additional energy and on what terms?

: ? May we oblain the Bas:s for your

| capital costs estimatest Do you have term sheets, quotes or offers from
o contractors for a lump sum conatract price? If so, may we see these offers? Do
the estimated capital costs include the cust to build the distilled water plant? /

r
= BRUN 3. The provision for Q&M appears light. Your letter dated June 16th explains this
DEZ by mentioning & "Variable O&M" line item? I see the "Fixed O&M" line item in
. the expense portion on Schedule A of the pro forma but [ do not see the "Variable
[;_ Q&M line item. I sce "Variable O&M" payments, but I do not sce "Varlable
h Q&M" expense? Where do I find "Variable O&M" expenses? In any event, please
provide the basis for your O&M cost estimates including staffing, maintenance

P parts and labor, and initial spare parts.
C RALPH 4 Please provide copies of conlracty, terms sheets, letters of intent, memorandums
|- of understanding, precedent agreements and other evidence of firm gas supply

_ and transportation arrangements. Your Junc 16l letter indicates that final
I agreements are in the offing. What is the cutoff date for reserving, applying for
Po—- or concracting for pipeline capacity? Is this project contingent on tre compietion
of the Sunshine Pipeline? Have you performed optimization studies re: the
3 interaction among MDQ, oulput, trarsportation cosis?
. | - LI,
ABB Energy Ventur_es lnc._ “ RESTREETN

b= S T AR P Lt T watax
e L ENR N D ae
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Me. T. C. Hollon
June 20, 1994
Page 2 of 3

—

T s

—

N .

uﬂﬁ?‘d

{gp 7.

Have you applied for ceriification as 2 QF? If so, may we see a copy? Can you
cte the regulation, order or written decision by which FERC approved water
distilling plants as legiimate steam hosls as mentioned in your June 16th letler?

Construction scems to occur at a very rapid pace, 1., one (1) year. Your June
16th letter explains that 18 months will elapse from Notice to Proceed (o the
compietion date. Why then make a one assumption? I pro forma [DC predicated
on the basis of 12 months? Must ore now allow for additional IDC? What draw
down schedule has been assumed? What interest rate is assumed for the
construction period?

Please provide your permitting pians for gas pipeline, plant construction and
operation and the transmission line. That is, identify required permits, the issuing
governmental authority, emissions limits (including noise) and estimated time to
acquire permits. Also, please explain which configurations and types of turbines
as well as the associated emission leveis (including noise) were assumed in permit
applications. Further, picase advise of current status of permits not yet in hand,
whether the vicinity is in a non-attainment area and with respect to what
pollutants, whether wetfands are implicated, and the extent of local opposition.
What technological standards will be imposed? Please provide a copy of all
permits in hand.

May we [earn Panda’s methodalogy for projecting avoided costs for 1997 and
beyond? [s this the result of an internal study or did Panda use 2n oulside
consuitant? Regardless, may we obtain copices of supporting workpapers?

Can you explain or offer a citation for the assumed depreciation methed? Weare
having difficully recondiling to schedules and methods we typically employ.

Wit 10.  Why docs the pro forma not recognize early years NoL's? Thatls, why co you nct
assume that the partners wiil enjoy a reduction in taxable income on their
individual tax returns?

6-(6 11.  Has Panda prescnted the project to any lenders? Have they commerded duc

diligence revicws? What commilments has Panda received to date from potential
lending institutions? If so, what was the reaction? Has Panda offered or received
any term sheets for negoliation? What equity commitments has Panda received

to date from investor-pariners?

SPECIALLY
RESTRICTE
PK 059525
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ASEM JROWN QCVRD

- Mr. T. C. Hollon
June 20, 1994
. Page 3 of 3

-~ %{@ 12.  May we see a stalement as to the latest balance (prindpal and [nterest) of the
1 escrow deposit?

- /fé? 13.  Please furnish copies of the progress reports mentioned in Section 3.5 of the PPA.

Wh\ 14.  What s the balance in the Capacity account over time? Maximum, minimum and
-V average? Rel: Seclion 8.6.3 of the PPA.

?dé 15.  What plans do you have to protect against rising intevest rates? The assumed rate
= m@\ﬂ in the pro forma scems Lo be on the bubbie.
W

Thank you in advance for your responses.
Best regards,

Robert Herry
- Assistant General Counscl

AN
Ao
QG
(37T
O
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OCT 18 “94 11:@28AM BOT TRUST

P.i-1t

ect Finance -
The Bank of Tokyo 1281 Avene oy Ty raode
New York Group New York, New York 10116-3138

Fax No: (212) 782-8442

Facsimile Transmission Cover | etter

DATE: Qctober 18, 1994
MESSAGE NO.:  hi\pends \faxx\panda\101884.doc

NUMBER OF PAGES: 11
{incl. Cover Letter)

TO: Mr. James D. Wright \
Mr. John Burt
Mr. Tom Hom
Panda Energy Corporation

FACSIMILE NO.: (214) 980-8815

COPY TO: Ms. Maty Po
ELaMpriey ik AG

- 5-‘! -
’ '-; A 'bl ':b VYORR !
lhm by of the second draft of the Indication of interest for the
Panda-Kat! L.P. credit facility for your review. Changes from the eariier
ﬁrlt ft have been blackiined,

The attached draft Is being distributed to ail parties simultaneously and has not
been reviewed_In detsil by Bayerische Versinsbank AG. Accordingly, the
attached draft Is being distributed to you subject to the further review and
comment of the Banks.

-~

FPSC Docket No. 950110-E
FPC Witness: MORRISON
Exhibit Na. , (BAM-23)
Sheet 1 of 11

CONFIDENTIAL
PK 019528



FPSC Docket No. 9501 10-EX

OCT 168 'S4 11:@8rM BOT TRUST FPC Witness: MORRISON - P.211
Exhibit No. , (BAM-23)
PANDA-KATHLEEN, L.P, Sheet 2 of 11
October 18, 1994
Puage 2

Once you have reviewed the Indication, please call me to discuss it in detgil.

Best Regards,
Rk

CONFIDENTIAL
& PK 019529
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OCT 18’34 Li:@aAM BOT TRUST Exhibit No. , (BAM-2
Sheet 3 o‘:' 11 AN e
The Bank of Tokyo Trust Company Bayarische Vereinshank AG

Cctober 18, 1894

DRAFT

Mr. James D. Wrigit

Vica Prusident & Chief Financial Officer
Panda Energy Corporation

4100 Spring Valey

Suite 1001

Dallas, Texas 75244

Re: Pan Limited P "Prg LA

ik : A
nmmhwpmmm ™
_m 1994, the undersigned-tianks (the “Ssnks”) are
o @IW%M&WIMW

. : e j . <3
AmummAmhmmmmm«MFm Btk A -
pnnmlmpossiblacndlt struciure for the Project "At the request of Panda Energy
Corporation ("Panda”), the Banks\would be willing o discuss aitemative..credit faclity
structures which might aiso satisfy Panda’s financing requirements._:Such altematives might
IMWWWW“WWMMmm
uwldamdpnmqandmm

J

mhmmumbommum-mm«uupmmumudm«a
comprehensive statement-of the terms and conditions under which the Banks would commit to
provide a cradit faciity. Rather, the Indication should be used by Panda and the Banks
faciltats furthec discussions with respect o the terms and conditions of such a faciilty. A
commitment o pravide a credit facity would be subject to the compietion of the Banks'
necessary due diligence snd the receipt of individual b spprovals.

The Sanks scknowiedge Panda’s concam that tme is of the essence and will negotiate in
good faith-in an attempt to be responsive to deadines diciated by project agreements and

participants.

Plaase be sdvised that the contents of the Indication are confidental and may not be released
to a third party without the prior written consent of the Banks.

§
g
T

CONFIDENTIAL
PK Q19530
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FPC Witness: MORRISON

ocT 18 '94 11:@8AM BOT TRUST  poyas No. , (BAM-23) P.as11
Sheet 4 of 11
Mr. James D. Wright
e DRAFT
Page 2

If the terms and conditions contained in this latter are accsptable to you, please countersign af
three originals on the approprists line below and retum two axscuted coriginals to The emof
Tokyo Trust Company by no later than October 4728, 1894. Upon receipt of this executed |
proposal, the Banks will proceed with their due diligence activities.

By countersigning this document, you agres to reimburse the Banks for all their co
expmmhmdhmccﬂmmhho&mucﬁmmmmé::&:

gm_mpllhdhenbymmﬂanmwm:mmﬂmummabdmd
whether or not the Banks request or receive credit approvsl from their respective
organizations.

Sincarely,
The Bank of Tokyo Trust Company Bayerische Vereinsbank AG

h:\psnda\proposalcoverd. doo 10/18/94 09-27 AM |

CONFIDENTIAL
PK 019531




FPSC Docket No. Y301 LU-E]
' FPC Witness: MORRISON
?cr 18 '34  (1:e0aM BOT TRUST Exhibit No. , (BAM-23) P.511

| DRAFT

Indication of Interest for a Credit Facility »

for
| PandaKathleen,Limited-Rartnership-Kathleen, L.P

Exhibit A

4. The rfollowing document fs 4 non-binding, indication of Intereat of what terms and
condions might be contained n e desnithve credt agreement, X Js not & commitment fo
pravide a crea facilty and should not be relled upon 88 such. Such & commitment woudd
be subject to due diigence and credlt commities approval.

THE P A 115 Megawatt "MW™), gas-fired, combinad-cycie
cogenseration plant C"Kathieen" or the "Project”) o be
located in Polk County, near Lakeland, Florida. Kathieen °
will supply electrical power to Florida Power Corperation

("FPC") and thermal energy to a distifled water plant

owned by a subsidiary of Pands.

Equity | o, Tob-modbyP?ndl%lpmyorpuﬂnmon
%?“ : xmmhdmmmbbmsm
A

jiquidated damsge provisions, warranties and other
provisions usual and customary for this type of agreement
and in ail respects satisfactory to the Banks.

CONFIDENTIAL
7 PK 019532




OCT 18 'S4 11:Q9M BOT TRUST

DRAFT
Pan_da Kathiean, Limited Partnership
Exhibit A Page 2

The construction contract shall provide for aggregate
liquidated damages with a cap acceptabie to the Banks.

The Construction Contractor's cbligations will be
supportsd by guaranties or other formns of assurancs from
purties and with terms and conditions 1n ait respects
sccaptable to the Banks.

Operator: To be aranged by Panda with an experiencad, third-
party, power ptant operator and on terms in all raspects
accaptable to the Banks. The cperations and
maintenance agreement shall ba for a term and shall
contain performance guarantses, bonus/penaity
provisions, budgetary devices/controls, credit supports if
necesswy and ather provisions in all respects satisfactory
to the Banks,

Power Purchaser: Florida Power Corporation ("FPC") will purchase electricity
from the Project pursuant to & 30-year power purchase
.mmmmmmmaﬂm

uﬂsfmqtomam : z
Fuel Suppliers: mpmsamdmmmudmmu
Pl Mumpgodhypmmamt}ormumdm
e ' m“#&”‘!?’“‘“ﬁ'ﬁ :
AaiCad Y ‘.\ Mmmmwmm ents
F\x A to provide a hedge usﬂmmm%nnu&
°8 Lo mmmmampcwpm the;
e pu@mqwmmmam-w
S : - . lg‘a w
Fuel Transportar: * (F-'Ikpmntolﬂm
with terms and
5 3 Trie mpodlaeupubhtoﬂnalnks.
e .".'_
MilEnuw '
Z A distifed weter facility to be owned and cpecated by a
\)\‘;‘)’ subsidiary of Pande. The Theemal Energy Purchaser will
3 mscmomsmummpma:ﬂtoam
purchase agresmant on terms and conditions in all
R respects satistactory to the Banks.
mem .
conditiens-in-al-respecis-accepiable-lo-the-Banker
'pands'greposatenm4.doo g 10/10/94 1057 A |

FPSC Docket No. 950110-EI

FP(%\}htncu: MORRISON CONF1DENTIAL
Exhibit No. ., (BAM-23) PK 019533
Sheet &6 of 11
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CONFIDENTIAL
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OCT 18 '94  11:19@M1 BOT TRUST

9.1?_1_
Pandas Kathlaen., Limitad Psrtnirahlp DRA

Exhibit A Page &

The Borrower shall provide an imevocable and
uncenditional commitment by the equity investors to
provide the Equity Funding with adequate credit support in
Jorm and substance in sl respects scceptabie to the
Banks.

Condittons Precedent

to Closing: in addition to those which are stated in this Indication, the
definitive credit agreement will contain conditions
precedent to closing which are deemed appropriste in the
cortaxt of the proposed transaction. These conditions will
inciude, but not be iimited to, the Banks' review of Project
documents, satisfaction with the fegal and regulatory
status of the Project and receipt of tha necessary credit
committes approvals.

Optionai-

Prepayment: Upon providing 00 days writtan notice, the Borower may
prepay tha outstanding baiance of the Credit Facility, in
whole or in pant togethar with accrued intsrest thereon
plus any breakage costs associated with tha Gradit

Mandatory

%

are required to cperaty the Project
¥ Projact permits and all manufsciurer and contractor
T T o T waranties: and
9 assignment of proceeds of the insurancs coversge
for the project faciiiies through @ loss payese clause
endorsement

topands'preposstarnvd.dec 101084 1057 A |

FPSC Docket No. 9501 10-El -

FPC Witness: MORRISON

Exhibit No. , (BAM-23) CONFIDENT 1AL
Sheet 10 of 11 PK 019537




OCT 18 'S4 11:11AM BOT TRST

a I
Panda Kathlaen, Limited Partnershlp DRAF?

Exhibit A Page 7

The total security package shall be in ail respects
satisfactory to the Banks.

Othar Credit Facilittes: ~ The Banks shall consider providing other zncillary cradit
facilities, such as performanca letters of credit, as may be
required by third parties to guaranty tha performancs of
the Projact. Such Other Credit Facifiies shall be provided
gn terms and conditions in afl respects acceptable to the

anks.

Assighmaents and

Participations: The Banks may assign their rights and obligations under
the credit agreements or grant participations therein to
other banks. Each assignee will become a party to the
credit agreements and will relleve the selling Bank of its
abligations with respect to the assigned portion of its
commitmant.

Bank Consultants: The Banks may retain the services

uqundnmwmaw'gto
mwmmﬁﬁ [

costs ant vies Incuired by ﬂuBanlcﬂr:g
mmm hegatiation, reeéw, doct or
closing;:-syndication bf Mpuopo

iy e 3

¥ tfansaction, lncdi ﬁc afd expenses ot the |

Bﬂ'“m“&pﬂw

meecuted In connection with this
all project agresmaents and financial
odda.shaﬂbcsaﬁsfactorym all respects to the Banks.

The Credit Facility documentation shal be draftad by the
Banks' counsel and shall be govemed by New York law.

The Banks reserve the right to withdraw or amend the
Indication after Noavember 1, 1964,

| hipands\proposaresnnd.doo 10/18/84 10257 AM

FPSC Docket No. 950110-E1

FPC Witness: MORRISON CONFIDENTIAL
Exhibit No. . , (BAM-23) PK Q19538
Sheet 11 of 11
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- Floor
The Bank of Tokyo B e

0118-3138
New York Group New J;ma%w?vm 10

Facsimile Transmission Cover Letter

DATE: October 21, 1994
MESSAGE NQ.:  Iv\penda fmos\pends\102154.doo

NUMBER OF PAGES: 12
(incl. Cover Lstter)

TO: Mr. James D. Wright
Mr. John Burt
Me. Tom Hom
Panda Energy Corporation

FACSIMILE NO.: (214) 980-8815
COPY TO: Ms. Mary Power

Versinsbank AG
(212) 21 ]

'» -t . -
N i i e ' ‘
3 N » -
' .
I
X ' ;.|,
—— "+ L A % "' . i
e o hil 3] v . v e
RTINS IR . v
D RIFTIOM ANECYCITON N -"E’;f*- A .
B e - 3 ® ,

o m -r.‘*fp- " r “;‘-.h.-- Y, |-l NraArsa r iR O Qf lmm fq‘ ﬂ'\‘
““"':’ ﬁ#ﬁ P. cility g your re . Changes from the earlier
..-‘:- ft have Enen ckfirec

.'-Bm Hiehed dratt is being distributed to sl parties simultaneously and has not

bunmvimdlnddallbyalwddeV«dnsbcItAG. Accordingly, the
Mﬁ&ﬁhbﬁmdlmmdmmmmmcmwmewm
comment of the Banks.

FPSC Docket No. 950110-EI
FPC Witness: MORRISON

Exhibit No. . (BAM_24)
Sheet 1 of 12
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PANDA-KATHLEEN, LP. EXD01L [NO. , ADAM-L4)
Cctoter 21, 1994 Sheet 2 of 12

FPuge 2

Once you have reviewed the Indication, please call me to discuss it in detail,

Have a nice weekend!

Best Regards,
Rk

CONFIDENTIAL
PK 019540




The Bank of Tokyo Trust Company Bayerische Vereinsbank AG

o -

DRAFT

October 21, 1994

FPSC Docket No. 950110-EI
FPC Witness: MORRISON
Exhibit No. , (BAM-24)
Sheet 3 of 12

Mr. James D. Wright

Vice Prasident & Chief Financial Officer
Pands Eneryy Corporation

4100 Spring Valley

Suite 1001

Oailas, Toxas 75244

(the "Credit Facility”) for the Project. s

*“mw“mw =g wmwmwmw
m' \%ﬁ " E“ !‘:I ly pm

This lnclication not be e o prey

comprehensive statemeiit of he which the |

' ity would 1@ subject to the compietion of the Banks'
rux:auuydﬁﬁ%h&ﬁﬁgnand of dividual bank credit committee approvals.

moamMPMsmnmmaﬁmhdemmdwlmgomh
gMMhthhmmmbmmmeﬂumd

participants.

m.u-wmmnmammm“mmmmmmm
to a third party without the prior written consent of the Banks.

faciitate furthe ;zaiggn-vmﬁgzkncﬁﬁa&uhunnfgmdﬁbnw&ru such a facility. A
commitment.. & cradit

-
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Mr. James D. Wright c DRAFT

Qctober 21, 1994
Page 2

if the tacms and conditions contalned in this letter are acceptable to you, please countersign ail
thrae originals on the appropriate ine beiow and retum two executed originals to The Bank of
Tokyo Trust Company by no later.than Qcicber 28, 1984. Upon receipt of this executed
proposai, the Banks will procaed with their due diligencs activities.

countersi this document, you sgres to reimburse the Banks for all thair costs and
E:pmsuhmhmmmmmmmumasmmdbu_
masonable “out-of-pocket” disbursemenis and fees owed (o third-party consuitants and
MR)MMWWMWMMIMKWW
whather or not the Banks request or recaive oredit approval from their respective

organizstions.

Sincerely,
The Bank of Tokyo Trust Company Bayerische Vereinsbank AG

FPSC Docket No. 9501 10-EX
FPC Witness: MORRISON
Exhibit No. , (BAM-24)
Sheet 4 of 12

102194 0228 PM |
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DRAFT

Exhibit A

{ndication of Interest for a Credit Facility »
for
Panda-Kathleen, L.P.

M The fokowing docurment fs a non-binding, indication of interest of what teros and
condiions might be contained in & deinive credit sgreement. R is nat 8 commitment to
provide a credt facilty and shoukd not be refed upon &8 sucih.  Such & cammitment woud
bcuﬁpdnnﬂ!dnun-uﬂatﬂaamuu.qmnwd :

THE PRQJECT - A 115 Magawsit ("MW"), gas-fired, combined-cycle
- cogenaration piant "Kathieen" or the "Project”) to be
locatsd in Polk Courty, near Lakeland, Florida. Kathiean
will supply electrical power to Florids Power Corporation
("FPC™) and thermal energy to a distiled water plant

owned by a subsidiary of Panda.
THE PARTICIPANTS
ofTower: Panda-Kathiesn; LP., a Delaware Limited Pah 81
. hmhpmdpdphadMuth:lu.#ﬁu;f
%{maﬁ*uﬁiﬁ

Baysdsche Versinsbank AG

wil underwrite the, )

S

fiquidsted damage provisions. , warranties and other
usust and customary for this type of agreemant

e EemEEEETL

-
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Panda Kathleaen,
Exhibit A

—_— e e - -

Page 2

Limited Partnearship

Operator:

Power Purchaser:

f-pande‘groposel ternil dae

The construction contract shall provide for aggregats
liquidated damages with a cap accsptable to the Banks.

The Construction Contractar's obiigations will be
supported by guaranties or other forms of assurance from
partias and with terms and conditions in sit respects

sccaptabia to the Banks.

To bae amranged by Panda with an experiencad, third-
party, power pisnt aperator and on terms in all respects
acceptable to the Banks. The oparations and
maintenance agreemaent shal be for a term and shal
mﬁhmmwmty
provisions, budgetary devicss/controls, credit supports ¥
e e e provisiona n all peapects snitectery
to the

Florida Power Corporation ("FPC”) will purchase eiectricity
from the Project pursusnt to a 30-ysar power purchase
agreement with terms and condltions in ail respacts
satisfactory to the Banks.

the Project's thermal output pursyant (o & steam
puﬂmomntmhmsmdeonﬁmnhal

-

1O0r21/04 Q41 PM
FPSC Docket No. 950110-El
FPC Witness: MORRISON
Exhibit No. . (BAM-24)
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Panda Kathilaeen, Limited Partnership
FPage 8

Exhibit A

The Bomrower shall provide an imevocable and
unconditional commitmient by the equity investors io
provide the Equity Funding with adequate credit support in
form and substance in afl respects acceptabie to the

Conditions Precsdent
to Closing: In addition to thase which are stated in this indication, the

definitive credit agresment will contain conditions
precadent to closing which are deamed appropriate in the
context of the proposed transaction. These conditions wilf
Mun«umdu.unamnmwam;.a
doamuwmmmmwmmy
status of the Projact and receipt of the necessary credit
commitiee approvais.

Optional

Prepayment: ummmwmmmma«mm
prepay the outstanding balancs of the Credit Faciity, In
whole or in part together with accarued interest therson

C'oande'prepeseitanns._dee 10r31/94 CZ41 PM
FPSC Docket No. 950110-E1
FPC Witness: MORRISON
Exhibit No. | (BAM-24)
Sheet 10 of 12
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" Panda Kathleen,

Exhibit A

et s By

Page 8

Limited Partnership

Bank Consultants:

Transaction Expenses:

The Ban jit_all da tg be raim I
reagonable out-of-pocket expenses incurred during the
daveigpment of thg Project, Reimbyrsatle expenses

The Banks may retain thae services of consuitants, as
required in their sale discretion, to advise them on matters
reiating to the proposad Credit Faciity, Such entities may
inciude, but not be timited to, Insurance and fuel supply
conmmm independent engineers and autside legal

All costs and expensss incumed by the Banks in
connaction with the negotiaton, review, documentation,
closing, syndication and administration of the proposed
transaction, including the feas and expenses of the
Bsnks’ Consuitants snd the Banks' reasonable out-of-
pockat expenses, shad be paid by the Borrower, whather
or not the proposad transaction is consummatad.

WOﬁg ,, .‘:\Al\doa.mmhﬁonmwhdhmowmwimmla

SN
- ."‘-‘_
i

I

!

A N f
- Y £ T
o 3 .
1

25 .

including all project agresmacts and financial
! b.?m. in' all respects to the Banks.
The Credit Faciity dociimentstion shall be drafted by the
Banks' counsel and stiall be gavemed by New York law.

p

10721104 G4 PM

FPSC Docket No. 9501 10-EL
FPC Witness: MORRISON
Exhibit No. » (BAM-24)

Sheet 12 of 12

CONFIDENTIAL
PK 019550




FPSC DOCKET NO. 950110-E1
EXHIBIT NO. __ (BAM-25)
CONSISTING OF TWELVE PAGES



EPSC Docket No. YouLiv-&
FPC Witness: MORRISON

~NOV {7 ‘a4 @2:27PM BOT TRUST Exhibit No. , (BAM-25) -
Sheet 1 of 12 )

Project Finance - 12th Foor

The Bank of Tokyo 1281 Aveaue of the Americas

New York Group

New York, New York 10116-3138
Fox No: (212) 702-8442

imil

nsmissi

nLy.over [

MESSAGE NO.:

NUMBER OF PAGES: 12

(inci. Cover Letier)

\

COPYTO:

Ry R a0

DATE: November 17, 1994
ltwvmwmm.m

TO:. Mr. Tom Hom hY
Pnndnlncrwmrporwon 5
A

-\ .
FACSIMILE NO.: _(214) 9008818 XN

ls.ﬂuyrow Py ; ‘
thlﬂlblnk AG..J‘ _j-‘
. 5 (212)210-0354 ~;<f Y

0P, ady "R, DeVincenzo - 901‘3- S 3
. = ‘R.Moyh BOT

"\ have sitached @ copy of the i draft of the Indication of Interest for the Pands-
Kathieen, L.P. credit faciilty for your review. | have also sent a copy of this

proposal to Pets at his hotel here in NYC,
The altached draft is being

distributed 10 all partles simuitanecusly and has not

been reviewed in detsil by Bayerische Versinsbenk AG. Accordingly, the
mmummwmmwwmmm

“comment of the Banks.

Onmyouhmmdmlndhﬂmplunaﬂmtomuuindﬂn._

Sest Regards,
Rk

CONFIDENTT
AL
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FPSC Docket No. 950110-F1

FPC Witness: MORRISO
NOVY 17 ‘94 G1:'36PM BOT TRUST Exhibit No. (BA'MN‘IS) P.29

Sheet 2 of 12

The Bank of Tokyo Trust Company Bayerische Verelnsbank AG

Nevernber 17, 1994

Mr. James D. Wright

Vice President & Chief Financial Officer

Panda Energy Corporation

4100 Spring Valley

Suite 1001

Dallas, Texas 75244 -

and
mmmmnmmmmmmsdm.m.
commitment to provide s credit facility would be subject to the compistion of the Banks'
necsssary due diigence and the recsipt of individual bank credit committee approvals.

The Banks acknowiedgs Panda's concem that ime is of the essence and will negotiate in
goodfamhmaw:obompmsmmdudhudmhdbypmhdaqrmmmd
participants. =

Please ba advised that the contents of the Indication are confidentiat and may not be released
to a third party without the prior writtsn conssnt of the Banks.

CONFIDENTIAL
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FPC Witness: MORRISON 7
MOV 17 'S4 B2:57PM BOT TREST Exhibit No. , (BAM-25) P.34
' Sheet 3 of 12
Mr. James D. Wright
November 17, 1004
Page 2

It the terms and conditions contained in this letter are acceptable {o you, plaase countersign sl
three originals on the appropdate ine below and retum two axecuted originais t0 The Bank of
Tokyo Trust Company by no later than December 1, 1984. Upon receipt of this executed
proposal, the Banks will proceed with their due diigence activities.

By countersigning this document, you agres to reimburse the Banks for all their costs and
axpenses incurred In connection with the transaction (such axpenses & undersiood (o be
reasonsbie ‘out-of-pocket” disbursements and fees owed (o (hird-party consuitants and
advisors) contamplated hereby whather or not such a traneaction is consummated and
whether or not the Banks request or receive credit approvel from their respective

Sincarety,

hi\panda\propossicovend.doc 1INTI4 Y215 PM
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FPSC Docket No. 950110-EL

FPC Witness: MORRISON

_NOV 17 94 @2rSePm BT TRUST Exhibit No. , (BAM-25) P.d4-4
Sheet 4 of 12

_ Exhibit A

Indication of Interest for a Credit Facllity &
fr
Panda-Kathleen, L.P.

#: The foflowing dooument is ‘8 non-binding, indicetion of intersst of whet terme and
condations might be conteined in & dedtive creclt agreement. R is not & commitment (0
provide a credk fecilty and should not be relied upon as suoh. Such @ commitment would
be subject to dus diigence and credit commitive agprove.

IHE PROJECT A 118 Megawait "MW"), gas-fired, combined-Cycle
cogeneration plant ("Kathlesn” or the "Project”) to be
_ ioested in Polk County, near Laksiand, Florida, Kathieen
will supply slecirical power to Florida Power Corporation |
(FPC") snd thermal energy to & distiled water plart \
modhyamidllydm »\ - : \

- "4. : ‘\l
THE PARTICIPANTS B
am' : . . pm LP, I-Q"l"*x ﬁ' L":“ﬁ
- T, ﬂH P'Mh‘n'ml ‘ F o
«*’:;_ -. ;.
¥y ..;'4_«"1;'
Baka: 7 T

.

“— institutions may join this group at the discration of the

be reasonably acceptable to the Borrower.
Equity investors: To be arranged by Penda with a party or parties snd on

terms in all respects accepiable to the Banks,

CONFIDENTIAL
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NOV 17 ‘'S4 @2:28PM BOT TRUST P.3
Panda Kathleen, Limited Partnership

Exhibit A Page 2
Mon
Contractor: Waish/Commonwealth, a joint venture between Walsh

Construction Company and Gilbert Commonwealth (or
some other quaiified EPC contractor which must be
accaptable to the Banks), pursuant to a foxed-prics, date-
certain, turnkey construction contract with performance
guarantees, liquidsted damage provisions, warranties and
other provisions usual and customary for this type of
agreemant and in all respects sxtisfactory to the Banks.

The construction contract shail provide for aggregate
iquidited damages With a c3p acceptabie (0 the Banks.

The Construction Contractor’s obiigations will be
supportad by guarantes or other forms of .'-\
partiss and with terms and condRions in st

m : ' u‘“w o

5 lh supply of natural gas and back-up fuel oil
arrenged by Panda with a party or parties and on
mhummbmm

Panda shall struckire the Project's fuel supply agresments
to provide & hedge against fluctuatons in the reverne
streem from the sale of slectric power pursuant to the
power purchase sgresment with FPC. Such & hedge
mmmmpubhbthom

Fudfmmhr Florida Gas Transmission ("FGT") pursuant to a
e~ combination of firm and Interruptibie transportation service
: agreements with terms and condltions in ail respects

acceptable to the Banks.

K'eos'pandeiprepenniierd.des 1IATRA{ZIE MM

FPSC Docket No. 950110-E1

FPC Witness: MORRISON CONFIDENTIAL
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NOV 17 ‘'S4 @2:3FM BOT TRUST P.g
Pands Kathiean, Limited Partnaership
Exhibit A Feage 7

2 acollaters! asgsignment of the Project's agreements
including: the construction contract, power purchase
agreement, steam sale contrect, O&M contract, any
interest rate protection agreement, equity contribution

are required to operste the Project

Project permits and all manufacturer and contractor
wamantes; and

assignment of proceeds of the Insurance coverage
for the project facifties through a loss payee clause
sndorsement,

The total security package shall be |n afl respects
satisfactory to the Banks,

Other Credit Feclitties: The Banks shall consider providing other ancillary credit
facilities, such as performance letters of credi, as may be :
required by third parties to guaranty the performance,of \

g
;
%
§
:

m‘ B o= \ \ !’ \
Assignments and LT T i o
Participatione: ___ r‘“mmmmmmmmm
= arecit thereia 10
7 1 o benks. mmuwmuh? ‘\\

thdludaot:h : ,.,-._a\mmnmwmawnfimnmm
e & mwwmmumh
= 0 . mw.mumhcmnmm

s‘\-mummmmezmnm
. the payment of said fees t0 the extent that they are

market-based and do not imposs an unressonable
sconcemic burden on the Project

isow'pervin'prepasaitennd. des o AT 1215 P
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MOV 17 'S4 @2:39PM BOT TRUST F.18
Panda Kathieen, Limited Partnership
Exhibit A Fege §
Deocumentation: All documentation sxecuted i connection with this
transaction, including all project agreements and financial
models, shall be satisfactory in sl respects to the Banks.
The Credit Facility documentstion shail be drafted by the
Banks' counsel and shall be governed by New York law.
Durstion of Proposal: The Banks reserve the right to withdraw or amend the
Indication after December 1, 1994,
TIRANE
l’//_\, N o e
— T TR
- (; IS ';\
- ..
B | .
C
R 4
- /
fournd o8 11ATA4 1218 PM
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Exhibit No. . (BAM-26)
TO: Kathleen Project Team Shect 1 of 1
FROM: John, Tom
RE: Calpine Status-as Equity Partner
DATE: January 23, 1995

At noon today, John Raocchio and Bob Kelly of Caitpine caited to advise that they
were dropping aut of the project as our equity partner.

They cited a number of concerns including our capital and operating cost
projections, the distilled water plant and zero discharge, lack of detailed design
information from the EPC contractor, the impact of cycling the facility on and off
upon O & M costs, and overall economics, ie, the deal being too thin.

We requested and they agreed to 1) return all confidential information
concerning the project , and, 2) refrain from discussing the project with outside
parties so as to avoid creating problems for Panda with the Bank of Tokyo and
other potential equity participants. .
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' “routing request pad 19
ROU!ING - !!QUEST
Ple .

BROWN & R
ENGINEERING CONS: %ﬂ L re Davi
P, O. B HANDLE Brian
HOUSTON, TEX) (7] ,pppove John
and
FAX NUMBER ( O rorwano dian

. D RETURN liafar
The pages comprisiag this facsimlle | [7] xeer or o1scaro
INFORMATION &Grom Brows & Root. The Info

Indlvidusi or entity samed as the reciplent bes Enz\ﬂz\vwm«nz
Bereof, be aware that aay disclosure, copying, rom K e

transmission is prohlbited, If you have receive
ubyuleﬂounthmqmtnmbureﬁmmm.mmnmy 30 mamng
to retrieve this transmission at Ro cost to you.

DATE: ief3s ¥ l X x

S — A ..-
TO: ,_ LR o i P
GINPERING 0
y : BROEUN & ROQ I'ﬁ
’..Il' i ;._ ; 0 p d fv * de/‘a.-g' ﬁ‘-w* P‘c«:e revey
Vol b N L 4
%, -g; L. - @.qme.a(_;. Asem ber enc &l‘b
3 & _, B i ’
& re’ de ' a-unzr iy

d‘; glﬁtﬂ%b\ g P’&! " il dfh‘.g/ Bob (B &

at V3- 66— 568Z. o, le-—. S es gt

e IR A ﬁ‘i’i@f&-

If there is a problem with the copy, please contact
Bettys Taylor (713) 6767861
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ol Tanenn
D
J ' YL

Brown & Root, Inc. Mot Otz Bax3

January 12, 1695

Mr, Kirk H Edelman

- The Bank of Tokyo Trust Company
1251 Avenuze of the Americas
New York, New York 10116-3138

Re:  Pands-Kathleen L P.
Draft Independent Engineering Report

Dear Kirk,

Amahedywwi!lﬂndndnﬁtechucdmmofﬁenbowrd«md&a‘ﬁty
Brown & Root, Inc. ("Brown & Root"). InlncofdmoewnhBro o R
udmﬂdmthncmdforthnenpz B & § he S valuate

"'mmummwhmam
fssues involved. Womwaihbletodimﬂudnﬁreponwh

Sincerely,

Robert L. Cate, P.E. &%‘Q\,

Project Manager Project Consultant

Hrowa & Root Power Engineering Consulting Services

LTROO2

NCJI CONFIDENTIAL
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PRAEY

TECHNICAL REVIEW

| 3
% dprepmd for

TH& BANK OF TOKYO TRUST COMPANY

January, 1995
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Exhibit No. , (BAM-27)
Shect 4 of 42

PANDA-KATHLEEN COGENERATION
TABLE OF CONTENTS

1.1 Project Overview

1.2 Performance

13 Project Cast/Scheduls

1.4 Operating Cost Budget Pro Forma
1.5 Pemits

1.6 Contracts

1.7 Coaclusions

DESCRIPTION OF FACILITIES

5.4 Instrumentstion and Controls
5.5 PFipeline

ENVIRONMENTAL AND PERMITTING REVIEW

6.1 Eavironmental Review

6.2 Environmental Permits

6.3 Polk County Zoning & Planning Approvals

6.4 Phase ! Environmental Site Assessments
: CONFIDENTIAL
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.SCBEDU'LEREVIEW @@mlﬁv

BUDGET REVIEW

8.1 Capital Comt
3.2 Project Cash Flow

OFERATION AND MAINTENANCE AND FRO FORMA

9.1 O&M Agreement
92 ProForma

10.0 EPC CONTRACT RISK ANALYSIS

10.1 Key Provisions
102 Performance Testing

il n \
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1.0 EXECUTIVE SUMMARY

1.1

13

CAOIL NO, v (BAM-27)
Sheet 6 of 47

DRAET

Overview

Brown & Root has completed on behalf of the Bank of Tokyo Trust Company
{"BOT™) a “due diligence” review of documents refated to the Panda-Kathleen
Cogenenstioa Projet submitted by Pands Enargy Corporation ("Panda
Energy™) snd BOT. The Panda-Kathleea Cogeneratioa Project is & nominally
rated 115 megawatt (110 MW guaranteed net output) cogenenstion facifity and
60,000 GPD distilled water facility that will be located in Polk Cousty near
Lakeland, Florids. The facilily, to be owned by Panda-Kathleen LP, 2
Delaware limited partnership, will derive revenue primarily from the sale of
electrical capacity and energy to Florida Power Corporation with a secondary
mmmmmmdﬁﬂdmmaw ies (to be

CONFIDENTIAL
Project Cost/Schedule PK 019665

would be expected in this poit in the project, the detaled
eugn not progressed to the extent as to prechude Change Ordenn. I
prudently controlied by the Owner, these Change Orders should represent only

Panda-Kathleen Cageneration Project

1.0 Executive Summary

Bank of Tokyo Trust Company Page |
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;rdmdywanmammdwﬁuumteeduAE E:runﬂy

unclear from the documents reviewed as to the parties ultimately responsible
for payment of price adjustments,

Themeen(lﬂ-monthuheduh&omtmofﬁmndddom(m:ndmhe
mhMthmMnd:l,wQS)toGutuuteedSumeCOmplmononMyl
1996, is very aggressive but in our opinion achievable. Schedule risks sppear
to be mitigated by the Cootractor having alresdy performed some engineering
at risk, presalection of major equipment, and six (6 moaths of project *flost”
until the Power Purchass Agreement “sunset® date of Janusry 1, 1997, before
which the facility must be fully operational. It is expected that the Contractor
will be required to accelerate work schedules and equipment deliveries fn order
to meet the target dates.

1.4  Operating Cost, Budget, Pro Forma

The Operation and Maintenance Agreement submitted to Brown
mmwummmmmmq j
tholoutunﬁn‘l‘uyoperdomlcbjedvu. The

bed i X ¥y ROCEcgCpEier the
betl ;nth’l’rol'.on?uppgg Db =
QW p&tmmdm(mtpu thm)hthmh‘m Thnrium.’ ‘
Mﬂu and hest- nn and iu melm into el

mmﬂaﬁmqu

The permitting process appears to be progressing well with reasonsbla
constraints being placed upoa the facility. Permits for alr, watec use, industrial
wastswater treatment system, management and storage of surface watars, and
construction of the natural gas pipeline have either been issued or are pending,
A conditional site approval has been received ffom the Polk County Board of
Commissioners; tnd 8 "Certificats of Concurrency Determinstion® was issued
certifying that adequate transportation, solid wasts, drainage, parks, water, and
sewer facilities are dvailable. Phase I Environmental Assessment Reports have
beenpmpuedforthecogmﬂonmmdthemudpspipeﬂm CONFIDENTIAL
PK 019666

Panda-Kathleen Cogenenation Project 1.0 Executive Summary
Bank of Tokyo Trust Company Page 2
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1BAFT

}{ﬂmghsomeksuanumbe&ddmudduﬁngdmﬂddcﬁmoftheﬁa‘my,
num&MSWWanmmquMummmenm
construction and operating pemmits have been identified in the documenty
reviewed. :

1.6 Contracts

mmmommmmwumﬁnymwmh
accordance with industry standards. Minoc considerations have boen presented
by Brown & Root in this report. .

It is Brown & Root’s opinion that significant discrepancies exist among the
Standard Offer Contract. Gas Purchase Contract, and the Pro Formas
primarily regarding tecures. The Pro Formas are besed upoa a 25 year loan
term, whereas the tenure for the Gas Purchase Contract is gh May 31,
ides defined
0o provision

prior to

R 1a Beoe oot opllon, the folowing coaclsions can be drwa from the
pxumd:

o Contractual discrepancy issues as discussed above ars the oaly major
concerns identified, and sdequate responses should be obtained prior to

fnancial closing.
o The facility as described should be capable of performing as required by
Contracts _ -
. Ewiomaﬂﬂpamhhghapmlyﬁoyuﬁn;wdlmdabaddmt
impact project vishility or economica.
CONPIDENTIAL
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mmje&mwekmmmgmh

- cloging no Jater than March 1, 1995,

« The EPC Contract Guaninteed Maximum Price is competitive but
vuinerable to Change Orders. Change Orders can and nmst be controlled
by the Owner.

o The Pro Forma should be adjusted to reflect the effects of nomul
equipment performance degradation. :

¢ The O&M Agreement appears to be in accordance with industry standards
and long term operstional objectives of the facility; however, final
negotistad contract amounts must support the Pro Formas (oc vice verss),

« Performance tasting and Hquidated damages provided in the EPC Contract

-

CONFIDENTIAL
PK 019668
Panda-Kathleen Cogeneration Project 1.0 Executive Summary
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2.0. DESCRIPTION OF FACILITIES) R A G

2.1  Project Description

. oy . P
Panda-Kathleen Cogenecation Project is & nominally rated 115 megawatt
(T:?OMWmmﬁmm)mwa;oﬂ-M'Rch:
g&M;ﬁT.SmwhmwmdjmmUsmﬁ
west of Lakeland, Floride. Kathleen will supply electrical power to Flon

under cogtract to & third puty. The cogenecation faclity bas
M%MMFMMWMua‘
Qualifying Facility (QF)-

generation facility incorporates a single-irain, dual-fudd combustios .

: m mmmlm,wﬁtduwaOanuﬁfd
hest recovery steam generator producing

ptuﬂmmtoth'mwd:

pressure process steam, and aa ARR :

Mﬁﬂ‘ﬁﬁ " ""' "

-

ix. “ET b : 2
G . =l N » - ‘ .m diﬂ_‘m“/m .
N mmm%;"““ﬂ‘“’ mmm]r-{;}mggne(@pmmv:
G 5 8 W\, watss Dy evi] -*‘i- * .- o ¥ ;

Nm# oo

Pands-Kathleen Cogeneration
and be responsble for
wmbeproﬂddwmwmmnawms
CONFIDENTIAL
S . PK 019669
i - EPC Service
. WWCOWGOMVW)- EpC s ( ._'
. - Stesm Host
o Lakeland Water Co. (subsidiary of Panda) 1M‘mmﬂdistdlm.l)
o  Associated Natural Gas (ANG) (Parentof - ls’ropcé:dﬂdeu
,AnodnedGuSavicu.Inc.) . upp
e Tics
Panda-Kathleen Cogeneration Project 20 Dmtpuonofh;al:; :
Bank of Tokyo Trust Company
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s Florida Gas Transmission - Proposed Gas
s City of Lakeland - Prearranged Gas

Corpontioa
¢ Florida Power Corponation - Purchaser of Electrical

CONFIDENTIAL
PK 0198670
Panda-Kathleen Cogeneration Project 2.0 Description of Facilities

Baok of Tokyo Trust Company Page 6
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3.0 POWERAGREEMENTS [I) [{ A [F |/

31 Eleciric Power Sales

PKLP will sell electric pawer to Florida Power Corporation (FPC) under s
Standard Offer Contract between Panda-Kathleen LP. and Florida Power
Corporation, effactive September 20, 1994, and exacuted November 25, 1991;
as amended by Letter Agreement dated April 29, 1993, betweeul’loddsl’wer
Corponation and Panda-Kathleen LP. Themmymuofthew
extends from January |, 1997, through March 31, 2028,

Under the terms of the agreement, as amended, PKLP will be paid for 74.9
MW of electrical capacity at & rats which escaiate from $5.79/k'W/moath in
1997 1o $14.90/kW/month in 2016. m}hmedtarmubﬁshnlbi&y )
todeﬁverthecmﬂadupacﬁyntwomyt: I-'int,bym erin

ment of Fig Comatﬂoa'iAs-Avﬂabhmto.'

8 ceriunt, and confirmed that there are times, passibly during each day,

t%}g wﬂ":wmmumrﬁunymwopummﬁdmy For this

. reason, PKLP assurmed that the facility will operats for oaly 6,500 hours the

“ firt year (74%), cycling on and off as econamics dictate. When the facility
does openate, the probable operating leve! will be full load.

(Nots: The pricing comments assuma Panda and FPC fill in the pricing gap
after the year 2016, Also, Brown & Root sssumes Panda and FPC have
agreed that Panda can producs and sell 115 MW under the Standard Qffer
Contract. No maximum amount or ceiling is stated in the contract. Panda and
FPC must clarify that energy and capacity payments will start when the facility
achieves Comnwrcial In-Service status, not necessarily January 1, 1997 as

amended.) CONFIDENTIAL
PK 019671
Panda-Kathleen Cogeneration Project 3.0 Power Agreements
Bank of Tokyo Trust Comptay Page 7
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Therse are siso references in the Standard Offer Conm 'Eu jﬁdﬁ:

or debits.” Dus to the high thermal efficiency of this combined facility,
and the low emission rate of the ABB combustion turbine, pm?:i;m
benefit from its ability to displace eloctric power generated by sources with .

higher emissions rates.

There are several minoc points which should be clarified:

+ In Paragraph £.6.1, thers is & reference 10 & “value of deferal payment
option® which affects the vahie of the Capacity Account, which is, in turn,
owed by Panda to FPC. We could find no definition of this optica.

o In Paragraph 10.2, ths *normal value of deferral payments® is unclear and
undefined. -

o InParagraph 10.3, the "valus of emission credits or debits® is undefined.

32 Electric Power Transmission

a Ioa e mxl-rmmwm@%u:wﬁ@wﬁm

AT
O el

. &TR00KW. Further, thare s times wheg the Bicifity can d in
SRt :ﬁ' : oc,_us,ooq EW.. Lakefand's d and to trangmit the
% “aeddigional phwer iunclesr, ¥ 2V |

- . W - S

5.4 CHARGES FOR TRANSMISSION LOSSES, the second

: Y
b ' and the last parsgraph are identical.

o Pands will be paid for power generated during stast-up and testing at
Lakeland’s as-available energy rate. We assume that Lakeland's system can
accept 115,000 KW of electric power during the testing periods.

. S@GJ-WWAIMM&WMPM.WHI
operits at unity (1.0) power factor, Thers is no language describing
Lakeland's position if Pands operates at Jess than 3 unity power fictor.

CONFIDENTIAL
PK 019672
Panda-Kathleen Cogenention Project 3.0 Power Agreements
Bank of Tokyo Trust Company Page 3
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DRACFT

4.0 FUEL AGREEMENTS

41 Gas Sapply

The peimary supply of natural gas to fisel the facility will be supplied under &
Gas Purchase Contract betweea Panda-Kathleen LP. snd Associated Gas
Services, Inc. (AGSI). (At the tima of this review, the agreement was in dnft
form caly.) AGSI will provide firm vohumes of up to 20,000 MMBu/d for a
primary texm extending from June 1, 1996, through Mey 31, 2016. AGSI will
Mpmvm&dmmmﬁxhw#suﬂpﬂy
and transportstion, the purchase and transportation of additional quantities of
gas as requested by PKLLP, the purchase and delivery of fizel cil as baciup fhel,
and the sals of gas supply and transportation rights committed to PKLP but
not required for operstion on a dsy-to-day, or evea bour-by-hour, basis. The
pﬁooofthosuwﬂlbcthe Wpduumb&hadhyahrmhmdvhg

£Va aan1SaBds will reconcile the fhct that the gas contract tenure (20 years)
§i¥ter than the loan teaure (25 years) as proposed. We further asgume that
thcvohmdilcrepandawﬂlbend ely sddressed. At 100% load, the
facility can use up to 22,800 MMBtv/d. As carfier stated, the Gas Purchase
Contract provides firm volumes up to 20,000 MMBtW/d. Exteaded periods at
full loads can exceed ths supply contract agreement. -

CONFIDENTIAL
PR 019673

Panda-Ksthleen Cogeneration Project 4.0 Fuel Agreements
Bank of Tokyo Trust Company Page 9
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Ihmmdmgev&t!nﬁnorpoinuwhiahshouldbeduiﬁed:
»  The Capacity Release Fee is unspecified

« TheDiscount Fee is unspecified | Eﬁ @l [F E

. IMMOHWFQBW

4.2 Gu Transportation

Natural gas will be delivered to the facility from & neatby FGT pipeline, This is
expected to be a high pressure (900+ psig) pipeline, and mpply pressure Is not

~ expected to be 8 problem. However, it is customary foc the gas transportstion
combspeaﬁummdnﬁwudgnptmﬂ:hwmﬂdhuﬂn .
order of 400 psig for this fcility. Itwﬂdbobeuﬁddtoh:ndﬁtpded
out im the gas transportation agreement.

Pﬂ?huamnbaofdnﬂwhm(mhbdaw).dou

- ransportation Service Agreement, Rate Schedule FIS-1,
mmmrmmmmmmmmm

o Draft Fiom Transportation Servics Agreement, Rats Scheduls FT8-2,
between Florida Gas Transmission Company and Panda-Kathleea LP.*

CONFIDENTIAL
PK 019674

Panda-Kathleen Cogeneration Project 4.0 Fuel Agreements
Bank of Tokyo Trust Company ‘ Page 10
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s June 7, 1954 draft Letter Agreement regarding "Proposed Permanent
Capacity Release Agreement Between Florida Gas Utility and Pands-
Kathleen LP.; Proposed Mutual Termination and Ralease of Liability
Between Florida Gas Transmissioa Company and Panda-Kathleea L P.*

» Draft Transmission and Release Agreement between Panda-Kathleen L P.
and Florida Gas Transmission Company.

¢ Executed Letter Agreement dated November 8, 1994, between Florida Gas
Transmission Company and Pands-Kathloen L P. for the construction and
reimbursement of Pands-Kathleen L P. delivery point.

Iy

CONFIDENTIAL
PK 015675
Panda-Kathleea Cogeneration Project 4.0 Fuel Agreements

Bank of Tokyo Trust Company Page 11
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5.0 ENGINEERING/TECHNICAL REVIER (B [} [ |

The basic thermal cycle for PKLP is based on an ABB 11N1 Gas Turbine/Generator
(GTG) in single-shaft, combined cycle cogeneration configuration. A two pressure,
unfired Heat Recovery Steam Generator (HRSG) is provided to gencrate steam from
the exhaust heat of the GTG. The steam is used for process and/or sent to the Steam
Turbine/Generator (STG) to generate additional electric power. The cycle is typical of
most combined cycle plants. In Brown & Roots opiniom the equipment and
provide many years of reliable operation. No unusual operating problems are foreseon
over the expected opecating range of the equipment.

Several ABB heat balance diagrams were sent for review. Thess included 95°F, 59°F,
and 20°F ambient cases on both natural gas and #2 fuel o, or six () total These
indicate that the gross autput of the facility varies from 114 MW at 95°F on gasto 133
MW at 20°F oa oil nnhmaumm(mmmd)mum
disgram st 72°F, the nominal annual sverags ambient tempeg
application. msanindiwuthuth.mnpnu puigy
115 MW.. Womthlwofth es_receiv

ing 1} or thiacility is to cperste oa a cyclic basis, starting
nipment almost oa a daily basis. From a technical
cydosystmmchu:hsonomupubleofopmdnghtm
Whmhthcequm O&M costs wonld be expected to be
somewhat higher than for & unit operated continucusly at base load, as discussed in
Section 9 of this repoct.

Brown & Root bas reviewed Exhibit F, Scope of Work, to the EPC Contract and find

this document to be substantially complete as a general spedification for a
cogmnmsystuntobcpmvlded.lnmmabaScopeofWatpmwda
appropriate equipment definition, redundancy requirements, materials of coastruction,
and Codes and Standards which must be followed by the Contractor. It is recognizad
that further detail will evolve during the course of detailed engineering design.

Panda-Kathleen Cogeneration Project 5.0 Engineering/Technical Review
Bank of Tokyo Trust Company Page 12
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Brown & Root offers the following comments to Exhibit F of the coatract which we
recommend be considered relative to Scope completeness and facikity relisbility,

51  Mechanical | ' @@FF

1. Section 5.1.3 requires & water spray desiperhester. The desuperheater

thould be located between a primary and & secondary supecheater to
protect againgt water carry over to the stesm turbine.

2. Section 7.5.1 requires plate and frame type heat exchangers for the closed
cooling water system. The circulating water side of thess exchangers will
probably nced a continuous self cleaning strainec or at least o fiirly large
duplex strainer. Most plats type heat exchangers have narrow passages
mdwmnotﬂwﬁdahrgethnlorimmmmm
to 10t0 20

3. Smlldmibuth.

s.\bLa! 1.9.g specifies stainless stoel lnbe oil pipe be used downstream
1 of the oil flters as is normally required. Section 6.4.2.15.2, which specifies
earbon steed lube oil pipe should probably be modified to agres,

6. Sections 6.7.1 and 9.5 refer to "bolted design epoxy painted” tanks, the
same as Ttem 3. There needs to be & more complete description of tank

requirements.
7. Section6.3.5 retmnml‘tngnphIG 9 through 6.11. These :ediom don't
seem to exist.
CONFIDENTIAL
PK 019677
Pands-Kathleen Cogeneration Project 5.0 Engineering/Technical Review
Baak of Tokyo Trust Company Page 13
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DRAET

3. Section 10.5 calls for s fuel oil unloading pump relief valve connection.

There is no mention of an unloading pump anywhere in this section. Alsa,
there is no connection listed for an overflow.

9. Section 12.12.2.4.8.2, It is recommended that oil heaters ia outdoor cil

10, Section 16.3.1, Items 10 and 11 are fhal oil unloading area and fuel oil
pumpbuilding. This equipment is not described elsewhers in the scope.

Section 14.6.4 states that the fhel oll pumps will be located outdoors. This
needs to be clarified.

52  Klectrical

Tha following documents reviewed Ww
d&Sm&Wﬁumﬂmww

“As sale of power from the plant is dependent oa this line being
the tity'’s commitment to its construction should be assessed and -

K - W its progress should be moaitorad closely t0 meet the planaed July, 1996 in-
a service date of the Pands-Kathleen plant..

The design of the 69 kV interconnection for reliability from the standpoint
of power export should be considered. As currently planned, the Panda-
Kathleen plant connection to the Lakeland 69 kV system will form a three
terminal line between the Suiton and Winston substations and the
cogenerstion plant. A tota of three (3) circuit breakers will be required for
this line with ons located in each substation and one at the cogeneration
plant. Although the length of this line is short (approximately 3.5 to 4
miles total) and the exposure to fauks is therefore limited, this arrungement
will impoge a certain Emitatioa upon the plant power expart reliability, For

gL96T0 Md
7¥ [ LNEZATANOD

Panda-Kathleen Cogeneration Project 5.0 Engineering/Technical Review
Bank of Tokyo Trust Company Page 14
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AET

example, lﬁﬂmh;ﬁhonmypwﬁmofﬁs@r&wmwm
require tripping all three breskers, resulting ia disconnection of Paoda-
Kathleea from the 69 kV system. Fast breaker reclosing cannot be allowed
due to the possibility of damage to the generator from an out of phase
comection. The usual scenario is for the utility to reconnect between its
ovwn sybstations first, and after s suitable time delsy to "prove™ a secure
connection, ths bresker at Pands-Kathleen can then be closed. A plant trip
may occur during this time due to loss of losd. If 30, the plant will have to
be restarted and reconnected with the 69 kV boe snd then ramped up to the
desired output.

A mors reliabls amangement would include two independent paths for
power export from the plant to the buyer, FPC. This would provide the
ability for the plant to remain on fine and in synchronization with the utility
system if one of these connections is momentarily opesed such as can be :
expected during a storm.. Automatic reclosing of a simple Line segment
(one containing no isolated generation) within a few seconds is a generally -

accepted practice, With this arrsngement the two onnections can be -
maintained during normal operation snd the Ekffhood B sn interruption in

goLED e A ,
1o (e onMine diagram drawing EE-320-001, the ratings of the
urihary transformers are identified as OA/FA class, but caly the
ing is shown. The maln transformer is apparcatly to be rated
1507200 MVA and the wuxiliary transformer 3750/4687 KVA. The
transformer temperature fise above 30 degrees C average ambient should
be stated (typically 55 or 65 degrees).

3. At 150/200 MVA the main transformer will be adequately rated to carry
the maoxdmum expected export power. The mxdliary transformer rating
also appesars adequately rated based on the Total House Service Load of

3905 KW shown on the Load List. CONFIDENTIAL
PK 019677
Panda-Kathleen Cogenenation Project 5.0 Engineering/Technical Review |
Bank of Tokyo Trust Company Page 15
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4 mmaf«mhwhmemmmmzmﬁ;&s@-ﬂ

generatbr output and seems quite conservative, One

thommpﬁmofl&%lomﬁorﬁwmkmﬂ'mudlmﬂorm
apdliary transformer. Transformer losses should not normally exceed
0.5%. However, it is possible that isolated phase bus losses and other
conductor losses are included in these figures since they are not listed

separately.

5. mmwmmt&mmum

of three winding configurstion - Itabmldheﬂvomndmglypeusbownon
the one fne.

6. The Master Equipment/Load List and the cos fine diagram disagree on the
rating of the Startup/Standby Transformer. One says 2000 KVA, the other
2500 KVA.

- 1. Nommwufomdofthceon&dm p

Our review of the Civil/Structural aspects of the planned power plant, at this
stage, has revesled no spparent faws with the proposed design Only
mdhywumdduedpuoumwﬂabhnthuﬁme.mddedp

are still rather general; however, Imadonﬂimmdmvie_wof

power plant industry design. As to codes and standards that have
rd‘umed.theSouthFlondaBuﬂdthode:hmldheaddedmthahﬁ,

especially regarding wind loads.
CONFIDENTIAL
PK 019680
Panda-Kathleen Cogeneration Project 5.0 Engineering/Technical Review

Bank of Tokyo Trust Company Page 16
' $53 LOOY 3 WO WEE:¥@ S6. v1 WOT

2ps12°d




FPC Witness: MORRISON
Exhibit No. , (BAM-27)
Sheet 22 of 42

Twoumthatwﬁnhwwbqnddmsedintheﬁnﬂplmd@ ﬁ ﬁ
1

- Additional geotechnical/geophysical investigations will be required to
wdumdeepwilmdrockcondiﬁomwhaoMummmy‘eﬁu
st the site The geotechnical report prepared by Alomo/Saxena
Conmltms,tnc,dmdz,SepcanberIMWfortpmp«ad
w&md&mhﬁonﬁdhymdm:mgmmphm The

' powplmﬂhdﬂehuwmdcmmﬁonqﬁpmhdswm
are settlement sensitive, Eﬂsﬂngn&bodnpw«codysﬁudup(hm
augered) and 25 feet deep (drilled).

2. S&MdﬂﬁmwhhgepmmwﬂlehMmhm
the plant ares is above the 100-year flood plane. As indicated in Sectioa
132 of tha Scope of Work documene, "Polk County is currently
conducting a flood study of the creek basin and now coasiders the entire.
nﬁeaptommhbdwtblo&ywﬂodm' Results of this:
study need to be incorporated into the final plant design. .

54 Ipm'l-uhﬁunl&nm
L Sﬁmll,Coﬂade--lSA Mbeldddhw

2. Section 2.3 should dentify the party that is 10 propare the “FLUE GAS
CONTINUQUS EMISSIONS MONITORING PLAN® for the
Owner/Opecator to fils with the USEPA prior to plant start-up.

3. Section 5.7.2, It is recommended that esch oil lubricated journal bearings
snd thrust bearing ca the feedwater pumps have bearing metal temperature
datectors instailed and mositored by the DCS. The temperature detectors
may warn of impending condltions that might lesd to bearing falfures which
could canse unscheduled outages and equipment damage.

4. Temperature transducers such as those specified in Sections 6.1.1.6.6 %,
6.1.191 6.4.1.5.1.1, and 12.12.2.4.14 should be standardized to enhance
design, construction and maintenance. ABB has quoted PT100 (Platimum
100 ochm RTDs) transducers for their equipment bearings.

3. There appesrs to be some contradiction among Sections 6.1.1.7.k, 6.2.5b,
and 6.4.5.1.3 regarding locatioa and method of mounting the STG
vibration monitors. Section 5.7.2 does not sddress ¢ location for the
HRSG feedwater pumps' bearing vibeation monitoring equipment,
Proximity type vibration monitoring for all rotating equipment needs to be

Pandz-Kathleen Cogeneration Project 5.0 Engineering/T echnical Review
Bank of Tokyo Trust Company Page 17
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coacdinted, Bently-Nevada vibration moaitoring T],

be specified for the HRSG fecdwater pumps bearings since that is the
instrumentation which has been specified for the STG.

6. Sections 62.92 and 6.2.13 should agree regarding bow the GTG start-up
and supervisory control will be done, with the DCS or with the GTG
control processor,

7. Section 6.4.1.5.1.1 should specify the requirement for generator cooling air
heat exchanger air in and air out temperature sensing.

Section 64243 should read:  Bearings m_mmn
instrumentation shall be insulated where necessary to prevent the flow of
"shaft currents”.

8. Sectioa 10.0 should be clarified to state how many high ac
.moumrequndtoboprowddbydn Copcioi g

i Jm, first sentence should be cotrected to read: Tubular .
glasses shall “not” be used for high pressure applicationa.

12. Sectioa 11.3.12, Brown & Root recommends that copper tubing not be
used on odorized natural gas instrumentation Sulfur in the odorizar
attacks the copper.

13. Section 11.4, Blnary type logic diagrams should be added ta describe
sequential, intedocking and tripping operations.

-

CONFIDENTIAL
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14. Sections 14.6.6 and 17.13, Since proper o‘“‘

Emisslons Monitoring System (CEMS) is essential to operation of the
GTG, CEMS building air conditioning should be 100% redundant. The a/c
Mdmummmmmmmm
temperature sensitive.

13. Section 17.6, The Cantimious Emissions Monitoring Building should be
pressurized with filtered conditioned air to provide tha ssme typs of

lG.Sec&onlB.l&,nhrmmmdedthntheCEMSbeoftbm,ﬂm
§as type to pravide & controlled eavironment for the gas analyzecs and to
minimize the risk of instrument damage should fightening strike the stack.

17. Section 19.5.1.1.3, The Contractor should be required to peovide 8
guarantee that the CEMS will certify to USEPA and Florida Department of

As shown oa the Vicinity Map, the proposed delivery pipeline appsrently
paraliels the existing FGT St. Petersburg lateral fing & distance of one mile
beftre lesving the existing right-of-way and departing south towards the
cogeneration plant. It appears that the tap into the existing FGT lateral fine
cannot be made at this departure point thus saving sbout oae mils of pips. A
preliminsry hydraulic snalysis performed by Brown & Root indicates & zix (6)
inch pipeline will be adequate to transport 22,75 MMcfd, the approximate

maximum summer flow rats. =
CONFIDENTIAL
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6.0 ENVIRONMENTAL AND |
PERMITTING REVIEW @ @ @l F I

6.1 Environmeatal Review

- I!‘l'lmdu
_ .-f‘*;f'i  Intent to rnu-n
ji%\ 4 Facility m m i‘s »
) -;‘ o October 2 19941 tiate public comment period. A
Ay ‘ipd thefinal permit are expected shontly.

l »‘1& proposed combination ‘stats and federsl Prevestioa of Significant
Detetioration (PSD) air permit is based on the June 6, 1994 air permit
application and a September 19, 1994 letter with attachments, Representations
made in the air permit application and the September letter and attachments are
by reference part of the permit. Any unauthorized deviation from the approved
drawings or exhibits could coastitute grounds foc revocation of the permit or
enforcement sction by the DEP. The firal plant design and operstion should
be consistent with the sir permit and the associated air permit application and
modifying letter with attachments. A copy of the air penmit application and
modifying letter with attachments for review and for future comparison with
the final plant design and operstion should be provided for review bv Brown &

Root CONFIDENT!AL
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Customary General Conditions are included as part of the air permit. Specific
Canditions included in the air permit limit back-up fuel ofl firing to the
equivalent of 500 bours per year of full load operation and limit fuel oil sulfur
content to 0.05%. Emisstion limitations in bahr are favorably based on
blocked 24-hour averages (midnight to midnight), The NOy emission Emis of
13 pporvd may be adjusted per Specific Conditioa B.5 to less than 1S ppmvd
(20% aver the demonsirated concentration rounded to the next highar number)
if a required (Specific Condition B.4) engineering repoct demonstrates that
lower NOx levels have been achieved.

Moaitaring requirements stated in Specific Coaditioa D require a continious
emisgion monitoring system (CEMS) for NOx and, if necessary, for a dilvent
gas (CO32 or O2). WemthuthnpropoadSmpeotWorkucdonltll
states that the ficility shall have monitors foc opgcity, NI SO,,COudOz.
S0x, CO and opacity monitars are 0ot sgruirdl

reguistion. We note that sectiongl 8.18 dd

ity will be required to obtain a Federal Operating
. Ttheq\mmdtthmArMAmmdmm
ﬂlmwhsmdﬂmsm.lmplmmﬁonm An
y‘-‘ snoxtal fbe of approximately $25 per toa of polhstents is charged to fund this

permit program. This would equate to $10,300/year based upon the permitted
‘ total pollutant emission imitations of 412 tons/yesr (TPY). Brown & Root
believes the Pands-Kathleen facility is & new “affected” utility unit that is
subject to the permitting and other requirements of the CAAA Title IV Acid
Rain Program.  The Title IV permit and compliance plan requirements would
be handlod ss part of the comprehensive Title V pemnitting process. In
addition to tha anmual fee for this permit, SOx allowances would have to be
purchased for approximately $2,500 per ton for the small amount of SOx
emissions coming from this facility and the CEMS provided would Rave to
satisfy the equipment, cectification testing, quality assurance, and reposting
requirements of 40 CFR 73. This would equate to $60,000 based upoa ths
total permitted $O; emission Lmitation of 24 TPY. In Brown & Root's
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Barnk of Tokyo Trust Company . Page 21

2v92°d SO3 OO 2 MMOHE WISE: P S5, BT pMT

$89670 Mg
TYILNIATANOD




- v RERAR S ST TR T e T

Exhibit No. , (BAM-27)
Sheet 27 of 42

DRAFT

opinion, there should oot be any problem oblaining the Federal Openating’
Permit or the SOx allowances when required.

Although relatively small amounts, it is assumed that Panda has considered
these environmental fees in the Pro Forma costs. -
623 Water Use Permit

The water use permit was lssued oa October 31, 1994bym¢sm
Florida Water Management District,

The permit notes that the proposed project is in the Southern Water Use
Caution Area. The permit transmitial letter notss “that the Governing Board
has forrnulsted & water shortage plan as referwnced in Conditioa 4 of the
Standard Water Use Permit Conditions (Exhibi A), and will implement such s -
plan during periods of water shortage.” It is possible that Iihddis,

R e L

1
mv@n«ﬁr caeat Synmrermt
- DEPiuwladnﬁpamtmdaNmﬁIntmmanpm
ﬂr construction of the Panda-Kathicea Cogenerstion: Facility and the
associsted zero discharge water treatment system oa October 19, 1994. A
public natice was published cn November 10, 1954. A 1l4-day period Is
allowed for petitions to challenge the permit. The Florida DEP issued a Notice
of Permit and issued the penmit on December 6, 1994. Any party to this permit

has & right to seek judicial review of the permit by filing s Notice of Appeal
within thirty days of the Notice of Permit. Brown & Root does not know if

any sppeals have beea filed, . -

Wemﬂupumﬂmthcumofthnﬁﬂmyu 110 MW while the aic
permit and ather project documents stats the facifity's capacity as 115 MW,
CONFIDENTIAL
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The permit's Specific Condition 3 notes that “If lnstod@ ormg:j

artifacts, such 3 Indian Canoes, are discovered at any time within the project
site, the permittes shall immediately notify the District Office and the Bureau
of Historic Preservation...* While the risk may be small it is recommended that
an historical and archasological survey of the cogenerstion facility site and the
nmnﬂgupipeﬁurm&ebep«tomwdwmpmblmdomdwdop
latter that could impact the project's schedule.

Specific Coadition $ requires that the permittee ensure that construction of the
facility is a3 described in the spplicstion and supporting documents unless
proposed and approved prior to implementation. Major changes could result
in a reappiication being required. A copy of tha industrial wastewater
treatment system applicstion and any supporting documents should be
provided to Brown & Root for review and for establishing s basis for

evalusting the final system design and operation,
Specific appﬁcmcu 10

= m«mwm«mmmhmm
management facititles until such time as the permittes has obtained comership
or control of those areas necessary for the surfice water mansgement system,
inchuding all rights-of-way, casement locations, upland coaservation buffer
areas and wethinds® We have requested a copy of the Surface Water
Management General Coastruction Permit Application and the coastruction
plans submitted August S, 1994 for review, foc future reference, and for
dmwnmdmwdmmmmm

managemesnt systems

Tha Specific Cooditions, Limiting Conditions, and Standard Coaditions
contained in the permit appear to be reasonable and customary. O —
PK 019687
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6.2.5 Counstruction Permit for Pipeline ta Cogeneration Facility

In response to the Joint Application for Works in the Waters of Florids for
Panda-Kathleen, L P. Panda-Kathleen Cogeneration Facility and Natural Gas
Pipeline Project dated September 2, 1994, the Corps of Engineers issued 3
permit that is valid for two (2) years authodizing installation of the natural gas
pipeline on September 16, 1994. The Flodda DEP conducted a field review of
the project on November 10 and issued a Notice of Intent to Issue & permit oa
November 22, 1994. A public notice is required We aro investigating to
determing if the notice has been published. A 14-day public comment period is
. 1Y
General Conditions and Specific Conditions have been provided with the State
permit. Specific Condition 2 sddresses historical and archaeclogical artifacts in
s manner similar to the Industrial Wastewater Treatement System Permits
Specific Condition 3 and the Management and Storags of Surface Watens - .
General Construction Permit Specific Conditica 3.

Spmcmllmurudmmp«maﬁm  the Dgertmer
Goph-’rmurdounonphnwovd 2 andiFresh

2§ NO wi!lmdtobembmdbe&uop«monbepmn
. ion site for stocmwater discharge associated with an industrial
activity. A Stormwater Pollution Prevention Plaa (SPPP) and a Spill
Prevention, Control, ind Countermeasure (SPCC) plan will nced to be
prepared, sjubmitted, and maintained on the site.

CONFIDENRTIAL
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Polk County Zoning & Planning Approvals @ [B m [F F

63,1  Certificate of Concurreacy

An application for concurrency review was submitted on August 8, 1994. A
Certificate of Concurrency Determination was issued on September 9, 1994, to
certify that adequats transportation, solid waste, drainage, parks, water, and
sewer ficilities wero availsbie.

€33 Site Approval
In respoase ta Penda-Kathleen's July 29, 1994, Application fbr Noo-Certified

Electric Power Generating Racility Site Approval, the Polk County Board of
Commissioners issued Site Approval for 8 Noo-Certified Electric Genersting

Facility on October 25, 1994, Ths Board's approval was subject to tes (10) -
conditions. mprqeapreq\dredwundegosmmmaﬁdduphnmiav

rdyirotinertighigfes. N& nppuntobemm

to Polk Cointy. She awdwmmzosm
' regpociiible for all noise abatement and sixtes "the noise levels

plant shall not excend 80 dBA weighted sound Jevel st any property
line. The noise lovels shail be calculated using the actual noise levels measured
and mibtracting the ambient noise levels measured previously”. Aa 80 dBA
sound pressure level is a relatively high level, Additional noise abatement may
be required depending on the nature and location of critical receptors, Brown
& Root nates a motel complex is located to the south of the cogenention site.

Condition 10 allows County staff to terminate disposal of crystalizer splids in
Polk County landfills if it is determined that the crystafizer solids do not allow
the landfll leschate collection system to fimction properly. Iz the umlikely
event this becomes & problem, alternative solid waste disposal options could be
investigated and could be used. This could impact disposal costs, but with

Panda-Kathleen Cogeneration Project 6.0 Environmental and Pecrmitting Review
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only 1,400 pounds per day of crystalizer solids for disposal, this shoyld have
virtuaily no impact oa overall project costs.

64 DPhase I Environmental Site Asuessments

A Phase I Environmental Assessment Report has been prepared for the
cogenenation site. A small amoynt of solid waste and debris was noted during
a site inspection on the previcusly undeveloped cogeneration site. No
discharges, surfhce staining, or abandoned containers were observed on the 7.5
acre cogeneration site. The resuits of the Hazardous Materials Survey was
noted as follows: "Although visual observation of the property was limited by
dense vegenation, no hazardous materials were seen on the property. The
presence of abandoned containers or electrical transformers was not detected
on the property.” A regulstory database review was performed for the 0.5 mils
radius around the site. The cogeneration site propecty did not appesr on any of
the databases. Environmental problems notsd for sdjacent properties are no¢
expected to have any impact on the cogeneration site. Smdmlquﬁlaﬁou :
and disciaimers were stated,

~<vof thi ‘properties revealed ‘Goly & smali amouit of Jgiid waste, one
4‘5"'\ N | continer, 8 waste o storsgs taik, and & five containey,
s quidﬁguoruﬁamu&gmmwi‘mnmdmb’n

"‘“‘; wupdﬁmudﬁ'aos mils distance around the pipeling: L
- corridoy peoperties did not appesr ca. any OF the datsbases. The
ﬂwm&mwwmﬁcw i

=TT wigre in the repoe 5
iRl f ;? % w%'.-— iy togaieicd
‘ﬁ - ':;-i"‘.:;-.ﬂ ‘:‘
a-—a\ ai ; 1 2
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7.0 SCHEDULE REVIEW

Brown & Root reviewed the provided EPC schedule for the project, Exhibit A — 1 of
1 of the EPC Contract. The review is intended to examine the overail validity of the
schedule and comment on any potential problem areas,

The EPC acheduls is accelerated and is targeting a substantial completion six (6)
moaths earlier than the PPA “sunset* date of January 1, 1997. This is sccomplished by

accelerating the overall schedule and major milestones. The accelarsted milestones are

ContractDate TametDats  Accelemtion

Mobilize on Site Sep. 1, 1995
Major Equipment on Site  Jan. 1, 1996
Hydro HRSG o 1, 1996

Substantial Completion  Rul. 1, 1996

procesd, the facility design will have started five (5) moaths pdor to construction
mobiization. Brown & Root's evaluation is the engineering could be as musch ag 40-
45% complete at this time, dependent upon the amount of "at risk® work. Considering
the type of facility, this should provide sufficient information for coastruction to
proceed without delays.

-
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Equi P / Delived

Review of the equipment delivery durations indicates that most are in-fine with normal
expectations. The durations required fom start of vendor information to the delivery
on site wers compared to typical fabrication lead times for this type of facility. Some

the major equipment acquisition times are:
Typical Pands - Kathleen
Largs Transformerts 12 monthg 6-1/2 months
Steam Turbine 12 months 12 months
Gas Turbine 12 manths 12 months
HRSG 10 months 10-1/2 months
The power block equipment purchase orders were scheduled to be ismed for

manuficturing in mid Pebeuary, m@)mmmwamm
March 1 financisl closing. The vendors wers scheduled to start their engineering and
mﬁdhdmfamﬁmhrndwmhsmmﬁh ‘nnnniﬁt

Brown & Root revicwed the manpower requirements for the project. It is expected
that spproximately 250,000 work hours be requited to complete the works over a
fifteen (15) month coastruction period. Peak constructioa manpower should be
approximately 200 people. In cur opinion, lsbor svailablility i the area is currently
adequata, Walsh plans to have 21 adequate management staff at the site to sypport
construction. G:IbctComuwuﬁhphutobawuluntwu(Z}penpkwpufom

resident en functions at the site.
gincering CONFIDENTIAL
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/

B;m & Root believes the the WalslvGilbert Commonwealth m ELEDE

plan which meets industry standard for constructioa services to build the project.
Walsh and Guy F. Atkinson have the necessary construction resources (staff, labor,
construction equipment, tools, ete,) to support the project.

The construction duration from mobilization to substantial completion appears to be
achievable, The duration is fifteea (15) months compared to a typicsl of eighteen (18)
months for this type of facility, The scceleratioa is evident in the erection of some of
the major pieces of equipment. A comparison is below:

Typical Panda
Gas Turbine 5 moaths 3-1/2 moaths
Steam Turbine 4 months

HRSG § months

The erection timing of these pieces of equipment within the
an increase of duration and not impact the overall peoj

CONPIDENTIAL
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8.0 BUDGET REVIEW

81  Capital Cost m@&@'ﬂ’

£2  Project Cask flow

Brown & Root reviewed tha Gross Billing Estimate represented in Exhibit L.
ﬂubﬂﬂngwhdukhwptmdmwmddmm
cost of work and Contractor's fes. The Engincering payment is distributed *
over 3 ten (10) month period with reasontble appBcation to vaius of work
pecformed.  The pee-coastruction payments total 10 $73,000 before financial’y
closing and is reasomble considering planning end peoject ] In'\l
February, 1995, at finsncial closing a billing of 1
Wemmnﬁa&yddﬂabﬂﬁq
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9.0 OPERATION AND MAINTENANCE
AND PRO FORMA

pndE

mmo&umus “services” sgreement for operation and
maintenancs of the ficifity by the Operstor, All purchased materisls, services -
and identified reimbursable costs zre to the Owmer's sccount: and ace
considered variabls O&M costs.

Provitlons are included, in the form of a bomuw/penslty inceative, 1o encourag
the Operxtor to operats and maintsin the ficifity in a menner coasistent with
that of 3 prudent Owner when operating and malntsining its own facility.

In mmwms the draft Operation and Maintenance Agreemient, there sm
seversl items that, in Brown & Root's opinioa, require attentioa by Panda~
Kathleen, L.

Thére are two specific dateq identtad ("Cammencerhent Datd end Schedaled
Commercial Gpecation. afs), which hawe possibly changed due to the

9.1 O&MAmut :

Wn&mmw - A
[f’-\ - i !b ‘-_‘ ..‘ ;e T ',_{ -..- --\

Tres nn4ormﬁdaﬁtﬁcwmpmwbepndmth‘0pmu@mgthc "
. mﬁm&c&mmm&nﬂmm U‘nderhun :
Lo 40!(c).Rem():hau!drad‘thudmlomhmm _ ;

t

- i hould 5 nted s daly cycic (.. /o) peaion of
the cogencration equipment will decreass the time betweea overhauls,
puticularly of the turbines, and increase the maintenance cost of these
compoaents by as much s 20%4 above normal base Joad operations. -
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92 Pro Forma Technical Comments @ m m [F rﬂ

In Brown & Root's opinion, there appear to be two technical errory in the Pro
Forma regarding the implementation of the performance dats, The first has to
do with performance degradation. The second is reisted to hest rate and its
coaversioa into fuel coasumption and cost.

It is customary to inckide in a Pro Forma projection estimates of output and
hest rate degradstion that are expected to occur over time. This degradation is
dus to the fouling and wear of the power generatlon equipment, primarily the
GTG and STG. Degradation follows a cyclical pattern and most of the lasses
are recovered each time the machines are ovecrhauled and the old parts replaced
with new ooes. For Pro Forma purposes, the degradstion is usually shown as
levelized for ths purposes of smplicity. Averags output capacity is typically
degraded (reduced) about 2% to 3% Aveugahazm:adegn.dd
(incressed) about 1% to 2%. Mﬁmmnomny dhalymtht

DL CINETRAT]

nqe of s is tiw Mudmouumnﬂyquoudmdpnmsdh
’F" In order to get the correct fuel usage and cost, it is imperstive that
RSN rate and unit fel cost be In consistent units, i e., either both in LHV or
both In HHV units (HHV is usually used). In the case bere, using the
gusrantee net heat rats of 7,373 Bav/kWh (LHYV), it can be seen that this is
equivalent to 8,184 BrwkWh (HHV), ie,, 7,373 * 1.11 = §,184. Therefore, in
HHYV terms, the heat rate should be on the order of 8,100 to 8,200 BavkWh.
However, the figures used in the Pro Forma zre about 7,800 Btu/kWh. With
the additioa of degradation, the heat rate should be in the 8,300 to 8,400
Btw/kWh range. This matter should be investigated and corrected if needed,
since it directly affects the quantity and cost of fiel projected which directly
impacts the financial projections. It is possible that thess adjustments were
made within the Pro Forma spreadsheet and were not available to the reviewer,
but there were no notes to indicate such. In addition, a few check calculations
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mads by the reviewer indicated that the annual cost of fuel shown in the Pro
Forma sppears to be in emor to the low side.

It is slso noted that the pro forma does not inchude any operation oa more
expensive fuel oil, which is most likely to be used in ths winter whea gas could
be in short supply. It would be expectad that this fisel would be used at least
part of the time over the long term and should be reflected in the pro forma,
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10.0 EPC CONTRACT RISK ANALYSIS

BRAFT

IngmenLthsEPCConmlsmmdmmthmdumymdndpum this

Ahhm;h&cMnhedMninmPﬁupMnap'ouhm
reimbursed , thers wre po specific formulas ca how the Co i
calculated. Tﬁlcouldle.dtomhﬂ'ﬂ'ou-mdw to the .
Contractor that sre not truly Wm'&'ml
Vuﬁeﬁmmhmmww&mbymm
pumwomwtﬁp«mofme@mwﬂummthdu

E

-"?;mcwmmmaqmwmmbmmnmr« 4
‘dmpwhndemumthmudul«,m ;

it OPP‘IWY

time it which scope cumuwhchuemm
o 7B ik by ‘the Contractor. The that sufficient
o ¥ f';. doa-mnoanwbomppﬁd for the Owmer 10 verify

-\' Ly .
: . mnwﬂqﬁated.m mz;:s&pulmdbrﬂawmdm
7 G‘mn;t‘ndundmnn?m

The Contract defines Guaranteed Substantial Completion Dute as "July 1, 1996
(axbjeatommnforFomeorChAnpOrdu)hnmmevamlner
than Jamiary 1, 1997 unless and to the extent such January 1, 1997 data is duly
extended by FPC.* Gondiﬂomoflppmdﬁ:lrmdtdcmmmucthe

same #3 for additional compensation. The Coatract provisions for & Force
Ma;uamndmstmmtmautomxry however "storm* is defined 23 1 Forcé
Majeure event, which may lead to abuse of this provision. Sec

CONFIDENT

I
PK 015»1598AL
Panda-Kathleen Cogeneration Project d 10.06 EPC Contract Risk Analysis

Bank of Tokyo Trust Comparny Page 34

2rrset'd SO3 LO0Y % MCE WISPive SE. b ohmr




Tt armamews Atmasamadassvel ¥

= : Exlublt No. __ ,(BAM-27)
Sheet 40 of 42

DRAFT

Article §, Section 523 identifies 9/1/96 as the milestone date for *Achieve
Substantial Completion”, which appears to contradict the definition of
Guaranteed Substantial Completion.

Warranties (1ef Acticle 1)

Ihtcmprovlddformonofddeashup«hdofommm
Substantial Completion Date or one year from the discovery of such defect or
deficiency (but in na event later thaa the £irst snniversary of Final Acceptance
Date), which is extended if an item is replaced during the warranty period. This
wamnnty period is consideced & minimum compared to industry standards.
However, in Brown & Root's opinlon, the wamranty period is sufficient to
identify any significant defect or deficiency. ‘thCourmureq:ﬁ-edto
“promptly”® correct any such defact or deficiency st its own expease.

102 Performancs Testing : o &

4-4

mummMuSM wofmur
smdwmammwumwsmmmm
ﬁmwwmmm -

. Hmdmammpdmsﬂmbupdod.wﬁh
mwmh&ﬂdmﬁuum .

5 Hmmawwbemiﬂedmuhan-paudmdmmm

. Wﬂhymdmwﬁdhummﬁdmmbmmnnm
- .4 availsbility over-200 continuous hours. of cpecation (Note: This provision
e M&dﬂﬁdanMhMmdﬁn
e . coaditioas).

‘ér“’f,‘ _ - ‘
W Stack smiSkions testing to'demonstrate compliance of the gt txbine with
I, —the air permit.

I is Brown & Root's opinion that thess tests are customary for cogenerstion
medqundymmmmmapﬁmw

as designod. There are no specific performance tests identified in the
Scope of Work for the distilled water plant. The plant will evidendy be
purchased from a third party Supplier and will carry the Suppliers
guanantee/warranty, which is also not specifically stated. The system wiil be
indirectly tested a3 the cogeneration system is tested.
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Panda-Kathleen Limited Partnership
July 1994

Summary of Terms for a 144A Debt Project Financing
|

|

Project

Parent Company

Project Participants
Power Purchaser
Steam Purchaser

Fuel Supply

Fuel Transportation

Contractor

]

Operator

!

The proposed Panda-Kathleen Project (the "Project”) is comprised of an approximately 75

MW gas fired electric and steam plant (the "Facility") to be built in West Lakeland, Florida.

The Project will be operated by Panda-Kathleen Limited Partnership ("Panda-Kathleen® or
'Parmcrshlp")

Panda Energy Corporation is a Dallas-based independent power company. The Company
is engaged in the development, construction, management and ownership of electric power
generating facilitics and other energy related projects in the U.S. and abroad.

Florida Power Corporation ("FPC" - senior debt ratings Aa3/AA-)
Lakeland Water Company (to be formed - owned by Panda Energy Corporation)

To be announced, pursuant to a 15-year firm gas supply contract having indexing provisions
which substantially track FPC’s future avoided costs.

To be announccd

To be announced, pursuant to an EPC, backed with substantially liquidated damages that are
backed by an invesiment grade credit or letter of credit.

Panda Kathleen L.P. or its designee
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Panda-Kathleen Limited Partnership
July 1994

Summary of Terms ifoi‘ a 144A Debt Project Issue

; |
%
Financing Arrangements

Issuer : Panda-Kathleen Funding Corporauon - a wholly-owned subsidiary by Panda-Kathleen
Limited Partnership

Guaranlor Panda-Kathleen Limited Partnership - a wholly-owned special purpose subsndlary of Panda
Energy Corporation (the "Company”)

Security Senior Secured Notes (the "Notes")

Size $70.0 million

Maturity See page on Structure

Interest Rate See page on Structure.

Debt Service Payment Dates ©  Semiannually, each December 15th and June 15th

Optional Redemption Non-Callable for life, except for Extraordinary Optional Redemption
Ranking Senior secured obligations of the Issuer, non-recourse to the Company
Collateral The Notes and the Guarantee will be secured by a lien on substantially all assets of the

Partnership, including: a first mortgage on the Project, assignment of all receivables,

' inventories, contracts and insurance policies of the Partnership, assignment of all permits and
approvals of the Project, pledge of the stock of the Funding Corporaticn, all limited and
general partnership unils in the Partnership, and the stock of any corporale owners of such
partnership units other than Panda Energy Corporation.
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Panda-Kathleen Limited Partnership
July 1994

Summary of Termsi for a 144A Debt Project Issue

!
'1
SEC Registration

Exchange Listing

Limitation on Transferability

Indenture Trusiee
Denominations

Settlement

Underwriter

|}

The Partnership agrees to use its best efforts to file and to cause to become effective within '

[30] days a registration statement. In the event that a registration stalement is not declared
effective within [90] days following the closing date of the Notes, the interest rate on the
Notes shall increase by 50 basis points effective on the 91st day until a registration stalement

is declared effective.

None

The Notes will be offered only to institutions that qualify as "accredited investors,” as
defined in Rule 501(a)(1)-(3) under Regulation D ("Accredited Investors®), or "qualified
institutional buyers,” as defined in Rule 144A under the Securities Act of 1933 ("Qualified
Institutional Buyers®). All investors will be required to undertake that they will not transfer
the Noles except pursuant to an cffective registration statement or an exemption from

registration.
To be announced
$100,000 minimum and any integral multiple of $1,000 in excess thereof

Book-enisy only. Same day funds ("Fed Funds®) five business days after pricing, unless
otherwise determined at the time of the offering

Smith Barney Inc.
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: Spshect | of S
PAP{DAG”

ENERGY CORPORATION

The independent Power Company

December 12, 1994 . | \ \,,\\‘)O‘{

Mr. Robert D. Kelly, Vice President
Calpine Corporation

50 West San Fernando -5th Flcor
San Jose, Ca 95113

RE: Kathleen Project
Dear Bob:

This will confirm our conversations regarding Calpine's interest in participating in

the Kathleen Cogeneration Project scheduled for construction in Lakeland,

Florida. In particular, this communication sets forth the fact that Calpine and

Panda have reached an understanding, in principal, regarding terms of Calpine’s _
investment in the project of up to $20 Million. -
The particutars of our proposed transaction are more fully set forthinyour . -
December 2, 1994 Term Sheet (copy attached) and are subject to refinement
during due diligence and preparation of a Definitive Agreement between our
companies.

We are very much looking forward to working with you and all the key personnel
at Calpine in the coming months as we push toward financial closing, with a
target date of February 1, 1995. We will appreciate your suggest:ons and
assistance in dealing wuth the lenders as we proceed.

As suggested in our conversation earlier today, we would ask that Calpine
address a few matters within the next few days, as follows:

1) Provide a comfort letter from your bank indicating that the $20 Million is
~ available for commitment to the project.

2) That you indicate the attormey and firm that will represent Calpine
during negotiations...it is understood that each party pays for legal
expensas incurred in finalizing the transaction and that the Definitive
Agreement is subject to review and approval by the {enders.

4100 Spring Valley, Sulte 1001 Dallas, Texas 75244
214/980-7159 FAX 214/980-6815
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3) In the section dealing with Buydown, that you consider how we will
determine the market rate for comparable projects if, in fact, there are no
domestic projects avaiiable for comparison.

4) That you give us a little more time to analyze the option of using a
Calpine LC ar borrowing the $20 Million during construction...some of our
people are concerned that there will be costly paperwork and associated
delays if we go the loan route.

5) That we prepare and execute a Committment Letter which sets forth
our intent to consummate the transaction and a few terms and conditions
that address failure by Calpine to complete the deal...our people would
like to have this resolved within the next five business days.

6) We need to negotiate the O & M contract which should be market-
based (competitive) but with bonus opportunities if results exceed
astablished criteria.

Please feel free to.contact sither Tom Hom or myself regarding questiéns and
to set up meetings between your associates and our technical and engineering
staff.

Sincerely,

8 5
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PANDA-KATHLEEN COGEN PROJECT, LP

Confidential Investment Memorandum

The limited partnership interests being offered herein have n
Securities Act of 1933, as amended (the “Act™), or yader s
exemptions from registration for transactio i
the limited partnership interests are thassfe
market for such pannershxp A

Act or my applicable state
prepared solely for the use of
ent of these limned partnership interests a.nd

person to
securities law.

Prospective.invest8s are not to construe the contents of this placement memorandum or any
prior, cont raneous or subsequent communication from Panda Energy Corporation and/or
Panda-Kathleen, L P., (collectively the “Sponsors™), their agents or affiliates as legal, investment
or tax advice. Each prospective investor should consuit its own adivsors as to legal, investment,
accounting, tax and related matters concerning the transaction described herein.

Each prospective investor receiving this private placement memorandum agrees that it will not use
the information set forth herein for any purpose other than in connection with evaluating the
investment and that it will not disclose the contents hereof to persons other than its advisors who
are similarly bound to maintain the confidentiality of such information. Any other use,
reproduction or distribution of this private placement memorandum, or retransmittdl of its
contents, in whole or in part, without the prior written consent of the Sponsors is prohibited.
Each prospective investor agrees to return this memorandum and any related matenials if it
chooses not to participate in this transaction.

PANDA-KATHLEEN COGENERATION PROJECT, L.P
Page 2
8/30/94
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The descriptions contained in this private placement memorandum of the terms and conditions of
certain agreements are brief summaries of certain provisions of such agreements. They do not
proport to be complete and are qualified in their entirety by reference to the complete, final text of
such agreements. Copies of all such agreements are available to prospective investors and should
be reviewed carefully before a decision is made to invest. All forecasts and projections of future
operations and the economic results thereof contained in this private placement memorandum and
the attachments hereto have been prepared with due care on the basis of present knowledge and
assumptions which appear reasonable to the Sponsors and fairly present their expectations as to
matters covered thereby. However, the knowledge and assumptions upon which such information
is based are subject to change by virtue of circumstances throughout the term of the financing.
Therefore, no representation is made, or implied, nor should any be inferred, respect to the
likely existence of any particular future set of facts or circumstances.

PANDA-KATHLEEN COGENERATION PROJECT,L.P.
Page 3
8/30/94

CONFIDENTIAL
PK 018157




FPSC Docket No. 9501 10-HX
FPC Witneas: MORRISONS
Exhibit No. , (BAM-33)
Sheet 4 of 23

PANDA-KATHLEEN COGEN PROJECT, LP

Confidential Investment Memorandum

Table of Contents
Section
I Introduction 5
o Project Overview 8
m Limited Partnership Agreement
v Discussion of Risks
v Appendix \‘
. '
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Section |

PANDA-KATHLEEN COGEN PROJECT

Introduction

This offering involves the proposed sale of $15.0 million of limited partnership interests in a 115
Megawatt, gas fired, combined cycle cogeneration plant (“Kathleen” or “Facility”) to be
located in Polk County, near Lakeland, Florida (see map which foll i ion). Kathleen
will supply electrical power to Florida Power Corporation and to a distilled water
plant owned by Panda Energy co-located at the site. i electrical utility of

electricity tgom

3
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 I¢ tesm ghs contracts and delivered
( d% ion. Although the Facility is

ha ability to use oil as a backup energy

aciyy § op&i ing Facility (“QF") plant under regulations promulgated
under the' @ubliceltilify Regulatory Act of 1978 (“PURPA”) which creates opportunities for
cogeneratiogicompeg 8 operate as unregulated utilities which supply) electric power to public
utilities and 1§ al energy private “host” companies.

Construction of Kathleen is scheduled to commence during July 1995 with commercial operation
projected to begin in January 1997. The Power Purchase Agreement (“PPA”) with Florida Power
addresses, in addition to the production and sale of electrical energy to FPC, capacity payments
which relate to Kathleen's generating capacity availability to Flonda Power’s system.

The Facility will funded from ground-breaking through completion with a construction loan
obtained on commercial terms, which loan will be replaced with a term loan having interest and
principal and payments synchronized with revenues derived from energy sales and capacity
payments from Florida Power. The Limited Partners will provide equity to the project above
amounts financed with the construction loan (and, subsequently, the term loan) and will share in

proceeds generated by operation of the Facility. CONFIDENTIAL

PK 0181861

PANDA-KATHLEEN COGENERATION PROJECT,L.P.
Page §
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Panda reserves the right to enter into negotiations with one or more potential investors at any
time and to enter into a binding agreement with any party without prior written notice. Panda
also reserves the right to terminate negotiations with any party at any time.

Parties interested in specifics of the Limited Partnership should direct all inquiries to:

Mr. James D. Wright Mr. Bryan J. Urban

Vice President & Chief Financial Officer Vice President & Controller g
Panda Energy Corporation
4100 Spring Valley, Suite 1 A

Dallas, TX 7524
214/9804159 ;} 5

3, R
LAY < WA @
o i I3
L -

CONFIDENTIAL
PK 018162

PANDA-KATHLEEN COGENERATION PROJECT, L.P
Page 7
8/30/94




$378T0 Ad
7Y ILNIQIANOD

wepCan ety *,.“3 - \.‘, G
o gl ra ek 48
bt A TR ™ M M B b oh

t "'N“"r V’f" B A R

"ON NQIyxH

€7 3o 8 WOUS

1011066 "oN ¥F¥°d Osd3

SNOSRTIOW %W Odi

(£e-NvYw *

CRAMA ey IRBRE ARG A
JRETE" ¥ S AN RAL (P | PANDA-KATHLEEN PLANT 75 MW
LAKELAND, FLORIDA

IN SERVICE DATE APRIL 1, 1996

. LN '
LTI EEETRTEITY YRR 1 '7".7“'"’"' Ww ay



0-E1
MORRISONS

—. (B

3

AM-33)

FPSC Docket No. 95011
FPC Witnees:

Exhibit No.

Sheet 9 of

.
o
40
W
=~
n i .y, " Gl e
_. . s n’ ' =/ 1 [ s Arg 0~
—_——— v .J..u!..* v iy 8] L ™ —y o l.!'h..le! — o
~. —y 4wy wbﬂa—-ﬂu o=y ) Pi ndod b : o L 39 h fra
4 gl L, e m 2 ) & .u L | Tegfra W Wn.
- X (B 4 i S
. * e .1..._.3.,_....1. e ..el-a.t- .._l-.l.-l.... sy € wemg o o i
/ \ \ ity S8 M Lo d J . =
1, » - T o ~ O D i 1l i ©
i -
’ @ m - [} g N n— » thery 5
Po— A . gemmargy 7] T Yy i et g
e vt g Whaddy 4] K
-y we .h.- 3 ol : 2 ‘.l . Hy
gt 2 oyl = ¢
< ¥ A
_» .vo ey ..lituqn. wy ™ s souery l-.“l\!i ﬁ
iy o : s ~ o) s
5 = UG “—yry s\ off oy
h > - ._._"ldw ’ wangg . Y -
YI103250 i . o “ﬂ -y
- ny g drrnrg Ly .._u 7, b e A, .uﬂa ez o ey .la
i — ») i o e Sk t o
T P .\-Yy L . N‘.. i ™ ] G2 I 2 S
Tl e Wy é B . vl
:. " frn :!-.:.‘\J!- ayey ] Y ; Ve z% ~ Y T z
W :3@ :. \1.. Dt ! ‘NL i /l G tang 0osvd
- A1 e A.:.-. 7 g ] ey AW L ol an =y S9r T mwimgy
sy . I A p . AN(s - oy
] ! . 12 ey !}t .ﬂ.- : 5 81, ; - l , = .WI.T . -
ol C ;tE - .\.Huk L)) Yo ¥y 1 R ._w- . . o {0 " oauvie
I - 3 . 3 1z 't o y bid PO Py
e — T i e § G i, T tog, wooswmy 4 - ¢ e W AN
' lamy
FONYHO | jvm 335 | ¢° ¥ s J | Ao I I e o 1 oy Pt 1)
4 ' "X [~ v\ e - Wy mvary Lt HATIORG
AN LB/ Ao A0 =l oy -3, 2 Y
. 5708 Spamonn : S 3 . 2 .1!.. ) l....ua '
(oo 20 =<n—m° b "L Eoepm . L ag ) m e
bl 1] » -_-nu 1'u ¥ o
7% hi ‘ " =23 i) ¥ Apey AR v NG "
(D gr el 1 A1 4L rphute opp <) : D 4l5 4
AT v . o 1
LN i |y 5 m.l Ve \

nIW e ] e % »)|[Dine 1 G .l-.m... ‘ . AT T 4 mmn
nye .jA_g_a opsungyfery AL atwy A0 2]

s TN B (e k= o W

g
4 i - . Led
1K) . = FPowr R W it W\ #. e . s i)} ﬂ y
1Y .:.m\_-..".. AL Srpw i . . oL
: Vi e AL 1T (I e oL, : s 4
- oy 1 o b37) 1) e N ede 2 kP = eyt 3
J.uxxmu W PONTS 4 =) R s LT Ui “ = /(B2 4 I ey w3 S5 tyneey
meeng z £ o e LA e W AN, i NS
) LT L . b ILNNS
L e e R B TN
o) g * Fewey Y uplin dpey LTI T 3 7.
YISNI0OA worpg W Jo ] § ' a e
U (I T unly Y ‘mv, Y rwoo - Slive .Qn
il Ry Jobwin’ S L ek g M ) ety P!I.!._ * Uoyeuung
1, t \ : 3 » L
\ vy ..nq_u Qe ware vy .ﬁ...w.mw. ._l,.: -iv-m_. " oy m ® NOoluww  } 1,
T vhussty B AL 198 e o 3% oy ey R ' A ™ wy —
myemefip il m ' emimtena irenia (81) A reyy [t 0 MO
b, (™ vy v:.d,-aq reive ¥ tLd M oy i ™ -, 1
wg wilwg kw z B > _.Zl.sw.amgnﬂ-d [} oy ok g ) n._w__._...a ooy |
y \ AR ] s . TR AL S ous
Vipui e Y ap .c.).v. X .@ .v\ L4 H- a = oy '.—4.3% [

. P Ak
LS T I R b T '!_J. -fie \] Y wApy »ﬂi i
_._.._.u..._n//,_. WL L TR e .,_ﬂ: \._..\w.\. L : e ,fflﬂ.l\ﬂ.\ﬂa_z ‘.?e.. .-
rrepuy 1} P0UTI0) ey 11 ‘




FPSC Dockét No. 950110-p1
FPC Witness: MORRISONS

- Exhibit No. , (BAM-
3
Sheet 10 of 23 23 »

Section IT
PANDA-KATHLEEN COGEN PROJECT

Project Qverview
Physical Description
Kathleen is a combined cycle naturai gas-fired intermediate-load cogeneration plant, the design of

which is based on proven technology. It is to be located on an approximately 7.5 acre purchased
site posmoned in an mdustnal park just off US Highway 92 west of Lakelnnd, Florida.

A Prtion of process steam
er plant located adjacent to

ical utility interconnect facilities to Kathleen at
will consist of a[ ] kilovolt transmission line and
o tie the plant into FPC's system.. Panda will arrange for a
iteagihnection to the Florida Gas Transmission trunkline. Fuel tanks for #2

with sufficient capacity for hours of plant operation will be located at
the site and: reqmremam will be met by truck “The electrical and pipeline connections should
be complete by

The combustion turbines are designed to be fired on either natural gas, the primary fuei, or # 2
diesel, the backup fuel. Naturai gas will be transported to the Florida Gas interconnection via
various natural gas carriers, The electrical interconnection point is less than two miles from the
Facxhty and the route has been surveyed and environmental impact studies are underway. The
route is across industrial and rural areas and will follow an existing electrical transnussnon right-
of-way for most of its distance.

CONFIDENTIAL
PK 018166

PANDA-KATHLEEN COGENERATION PROJECT, L.P.
Page 8
8/30/94
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The steam host will be a distilled water generation facility owned and operated by Panda, The
distilled water generation facility will be capable of producing 60,500 gallons of water per day
from process wastewater and is required for the Project to obtain QF status.

Regulation

As a QF facility under the Federal Energy Regulatory Commission (“FERC") regulations and the
Public Utility Regulatory Policies Act of 1978 (“PURPA”), Kathleen is exempt from regulation
under certain provisions of the Federal Power Act and the Public Utility Holding Company
Act(“PUHCA"). The pertinent regulations restrict a utility, or utility holding company or its
wholly owned (or joint venture subsidiaries) from owning more than 50% @ a QF facility. The
QF regulations will be satisfied by Kathleen throughout the term {bject to avoid have
operation of the plant subject to FERC, PURPA of PUHCA. & ™

N % |
Power Purch men r\\ ik RFY

The PPA between Kathleen and Flarida Power Specfﬂﬁ, mongot‘h« pnm:l}\of
electrical energy delivered to FPC as well as: the-iconsid wmgy“:mg the wl:g (]

of the primary pomt

5% Capm pzinentx * e, %x jh ‘l% ‘?V

‘}éh = EWSY payments; =7 RO § )
> & N
“hﬁ#"‘ mSMch PTOVISIOBS,’ﬂ Y ¢ 1{?’;‘ 2 n

D E ®
MaintainingQF Status; X, % 3
Achxmng'éonstrucnon and cor%lcuon deadlines.

oh '*-rAvonded'Cou"v@; ’3

-, S T '}; -% ;‘)
Q.mm_twm_n -

Under terms the orida Power makes capacity payments based on the Kathleen's
dependable . that is Kathleen’s demonstrated ability to provide generating capacity to
FPC’s system. Dependable capacity is determined by periodic testing of the plant by Florida
Power, and is without reference to performance guarantees and tests conducted by the prime and
sub-contractors upon completion of the plant. It is anticipated that Kathleen will have
dependable capacity of 115 Megawatts, and there will be liquidated damages paid to FPC if
subsequent semiannual tests result in a dependable capacity of less than [$0%] of the initial
dependable capacity.

Capacity payments to Kathleen will aggregate about $69.00 per kilowatt year (one kilowatt
power for one year) during the first year of operatlon (($5.2 Million for 75 Megawatts of
demonstrated capacity), with an escalation provision of 5.1% per year over the 30 year life of the
contract. Of the $69.00 total, $61.00 relates to the capital cost of constructing the plant while
the balance of $8.00 covers operations and maintenance (“O & M) expense incurred to keep the
Facility’s capacity available to FPC on short notice.

PANDA-KATHLEEN COGENERATION PROJECT, L.P.

Page 2
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En Pavymen

Energy payments are computed on the basis of metered, net electrical energy delivered to
Florida Power at their interconnection and are to compensate the Facility for the) cost of
hycarbon fuel (“Fuel Compensation Price”) and i} the variable portion of operation and
maintenance expense (“O&M” Cost), which, together comprise the energy purchase price
incurred to generate electricity. The base fuel compensation price as of January 1, 1997, the date
for initial operations of Kathleen, is $.0371 per Kilowatt. The fuel compensation price is
adjusted quarterly to reflect an annual escalation rate of 5.1 %.
Di h vision -~ !
/\ oy
Kathleen is a “self dispatching” Facility, which means that Kathleen nominates when it will
deliver power to FPC’s grid. This is opposed to a plant dispatched by the utility itself, which
usually occurs during periods of peak leading when the utility’s base and intermediate capacity is
insufficient for demand. Florida Power does, however, have the.nght to “dlspazch’“the Facility

within certain guidelines, “Fheir primary obligation is to ‘(Wnnca.lly dupuch"'{he Faahty,
is, to dlstnbute thm‘to'tal genemtmg requu'ements armong avulablo so'ércu for opnmunf system

wonomy './ I H . _?: —zb_
P o : ' ) ./ " & -
Katﬂeen expects fo operate ag-an mtennedmte loaed’ nla.nt during pgnods fuclear and coal

fired\iame loaded capacity-pidnts are insufficient but before hsgh cogy single cycle peak loading
plants are called upon to operate.’ Flondﬁ Power will have ght to dispatch the Project within
its “deSign-limits,” which: ar¢ “based upon the engine cations of Kathleen's principal
equipment oomponcnts These limiis also spec1$ -up and shutdown times, minimum run
times and minismum downt:meo. ;é LV

Panda antmpat« tlm wllity’s initial dispatch priority, as well as the number of hours
dispatched each ye: improve as other plants with higher operating costs and more stringent
environment rgguifements come on line, and, as Florida Power’s system load demands increase.
Florida ‘Bower projects that it will require additional new capacity of about ___ Megawatts to
meet projected system load demands through the year 2000.

K‘

Maintainin

The Facility will be built and operated as a Qualifying Facility (“QF") plant under provisions of
section 210 (e) of the Public Utility Regulatory Policies Act (“PURPA™) of 1978. Specifically,
this Act exempts QF facilities from regulations promulgated by the Public Utility Holding
Company Act of 1935, which regulations are applied to electrical utilities. QF status also exempts
the Facility from certain state laws concerning rates and ownership of power plants.

-

CONFIDENTIAL
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Achieving Construction and Completion Deadlines

As with all large construction projects, Kathleen will be subject to specific deadlines as the project
is completed and brought on-line. At present, there do not appear to be any problems that would
delay the ground-breaking, construction milestones nor completion and startup.

Avoided Cost

One of the primary considerations in the operation of a cogeneration plant falling under PURPA
regulations is the concept of “Avoided Cost”. Very simply, avoided cost is the unit cost of
producing electrical energy “avoided™ by the utility when it purchases the nej increment from a
third party as opposed to generating the increment with one of igg o iles. Avoided cost
has two components; the actual cost of producing the neg incr , that is fuel cost
plus O & M cost, and, the capital cost of buildingadditi i
meet the incremental demand. Y ;
A

ofincretfientid enér.
is tire than the c§
the eferfy,

tosthe rate-payedf’

Generally, when the avoid
with new plant and _egui
paty, the uglity HfEquitad §
cost andifioWpcogs argfto
policies Yomulgat ey BY the

cogeners T

Florid P oW, OI'DQ ati

Florida Pg o, --' FPCAKathle®y’s p customer, is the electrical utility owned by
FloridaWrogrdl, #efMg campany involVed in several other lines of business. FPC is a $2.0
Billion Ul{inefiiat séyices t one-half of the Florida panhandle and the western one-half
of Northforid2kse®nglfth Appendix). The service area extends from Tampa-St. Petersburg on
the south t8the (#rgia border on the north and covers the rapidly growing Orlando area. FPC's

market for tnergy sales is expected to grow as the area surrounding Orlando continues to
develop. Florida Power is one of the six major utilities providing electricity to the peninsular
Florida System and is AA rated.

Distilled W A men

Panda will sell approximately 60,000 gallons per day of distilled water produced as a by-product
of the electrical power generation to a packaging plant located adjacent to the Facility pursuant to
a 25-year sales agreement. The initial sales price is $2.50 per 1000 gallons, with escalation
provisions over the balance of the term. The water will be sold to

a third party for distribution to end users. -
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Fuel Purchase Agrecment

A 15-year, firm fuel contract will be negotiated by Panda to supply the Kathleen with a minimum
of 20.5 million cubic feet of natural gas per day (20,500 MCF/D). The contract quantity amounts
to approximately 90% of the maximum daily fuel requirement, and the balance will be purchased

on an interruptible basis in the spot market. Negotiations covering the fuel contract are curreatly
underway.

] D ———— w

After year 15, Panda could either negotiate another firm contract or ch to.a ooittract that

. tracks the market rate. Other fuel supply alternatives available i ludc tH purc f natural
- gas reserves at the weil head or the participation in naxur clopmcﬂal dnlhn 'thin or
near established fields, : -
| 'F "-'0.‘:*
R ! -_-‘-_
= Fuel Transportation Agreemen ( %5;
| Fuel supplies will be delive K‘athlecn under a ﬁrmr sefvi gr withs, .

- Florida Gas Transmisgion GT") Pand4 has: alres.dy s:gned an t coveging 1 >
e e M

per day, well ov Egm.huea, maximuim reqmrcmm This transporta n

i being created as pit of FG¥IS Phase HEsS30 MMCEBSipansion’s ch edbythe‘
—r Federal Energy R o%:.\sslon (“F§}lO*‘Tm,l993 md er construction

with an in-service

T .
- Fuel Qi Su :- Q;ﬁ;\ \ gi;

: As noted, the Kath'f'ﬂ%beﬁﬁcfggn ual fuel capability and can operate on both gas as

- a primary fuel as well a ackup. The diesel would only be used during an
interruption of natural gas c Facility will have on-site oil storage capacity of _____

¥ gallons, which will p at least hours of back-up fuel as required by Florida Power
=3 and the PPA. Smcc 2 (diesel) oil is readily available in the spot market, Panda, in the near

term, does not intend to enter into any long-term ou supply contracts.
Engineering, Planning an nstruction

Panda is currently negotiating pricing and other terms of a construction contract with Walsh
Construction Company, a qualified prime contractor for construction of the Facility.

-
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igny an intenan M} Contrac

Prior to the commercial operations date, Panda will identify an O&M contractor to be responsible
for the daily operations of the plant. Panda, however, will continue to supervise the overall
operation of Kathleen during the life of the PPA. Panda anticipates that a request for proposals
from the O & M contractors will be issued on or before October 1, 1994, with final selection
occurring by\_mid-November of the same year.

Plant Water

On-site well water will be utilized for operation of the cooling tower and for boiler make-up. The
cooling tower blowdown wastewater stream will be used to supply the distilledfvater facility.

rmitting and Environmental Consideration ’
Except for the ecological permit application, all appjj io&[?r the Mpject ha filed. It is
anticipated that the ecological permit requegwi ed 1 :
i y 1994

b;n_ Sept

permits will be issued by the regulatory aggpciégno | P

e ity j anti ued.\%
In 1989]; ¥ori i i iof and small power
production HHCHITIES ] g7 the 1990's. Panda. was

selected by Flogida By idefgne of t e ilities to be located in Fiorida.
Pan

Panda, fﬂ iAgiRen company, was established in 1982. Panda is involved in
the developrhgnt/teastrigtion gnanagement and ownership of cogeneration facilities and other
energy related p ojech WHE 175 megawatt Panda-Rosemary Cogeneration Project located in
Roanoke Rapidfh North Carolina is its first completed project. Panda-Rosemary has been
providing both cfpacity and electrical to Virginia Electric power since December 1990.

Panda has executed & Power Purchase Agreement with Potomac Electric Power Company
covering construction and operation of a [230] megawatt cogeneration plant to be located in
Prince George's County, Maryland. The project, designated the Panda-Brandywine facility, is
scheduled to commence construction in early 1995 and go on-line in June 1996.

In addition, Panda is actively engaged in the acquisition, exploration and production of natural gas
reserves, including coal bed methane deposits. Panda is also developing infrastructure projects,
including power generation, transportation and telecommunications, in Indonesia. CONFIDENTIAL
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PANDA-KATHLEEN COGEN PROJECT

umma f Limited Partnership A men

Kathleen Limited Partnership

A new entity, (the Partnership) a Delaware limited partnership, will be formqi to oWn and operate
the Facility. The general partner of the partnership will be a specia dvholly owned
subsidiary of Panda Energy Corporation (the “G.P."). The limjjed part : _ combination

of another special purpose, wholly owned subsidiary of ggqg, Qg\ﬂ'm'd

The G.P. will own a 1% general parmersh:p-mtcrutm t Pﬁ:meukp,
own the balance. . o @

rity of the Gen : “ﬂ,

vssess hthe Aj!hon to _%ndu&’ and_mandQe

PMp an ' c.rn5 pectﬁ"g mﬁoﬁ!to X fo N‘%

Tr

J“‘“"* AN

'a responsibilities).

The G.P. cmberg\o cause by vote of the majority in interest of the limited partners and
with approval of thg bondholders. Upon the valid removal of the G.P., the G.P."s interest in the
Partnership shall remain the same as before the removal, although the G.P.’s new status will be
that of a limited partner.

. toaﬁ

Parties who subsequently become a G.P. must accept the obligations, under the terms of the
Power Purchase Agreement, of the exlstmg or prior G.P.(s).
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Mattery Requiring Limited Partner Vote

Major decisions requiring the approval, not to be unreasonably withheld or delayed, of limited
partners are the following:

¢ the dissolution and winding up of the Partnership;

s the admission of new or additional partners (other than pursuant to an
approved transfer),

¢ the removal of the GP.; ,\ N a

iqﬁ'%rowddwﬂ—\
in the Partnersh:p ~

N g,*of fal mod:ﬁca.nom 13 the mgmg budg&s
prQ%ded in the.Partnershlp-Ay

- o the election of a liquidating partner, %\

. wa:va' oF any’, matmal%rovuﬁn f
ject d or’ lqan instrument that caulg'have a matenal
adverse aﬁ'ea,ogthm condéuon of the P P;
TR

o i appmvt:‘[:nof;any__ rep ent-Yor modlﬁcanon of indebtedness of the
,000] other than the incurring of indebtedness

p ifi%excess o
reqmréa" ilgncesthe construction loan;

S
o the mendnmt, modification, or waiver of any material provision of the
partnership agreement of the Partnership;

s the settlement of any dispute that would materially and adversely affect the
Partnership or require payment by the Partnership in excess of [$1,000,000];
and

i®

the taking of certain major actions relating to the fuel procurement and
transportation arrangements of the Partnership having a material adverse affect
on the financial condition of the Partnership.

-
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Cash Distributiong

Available funds will be distributed [quarterly] in accordance with the terms of the Partnership
Agreement and long term debt restrictions.

The amount of distributable funds will be determined by the G.P. and ar
cash and cash receipts available less the obligations of the Partnership’
G.P. also is entitled to withhold a reasonable cash reserve for
working capital. 4

fined as the amount of
ring the period. The
and for partnership

Once funds have been distributed, no partner shalt {
partnership, except as required by law.

Transfe { Partnership In

Conditions™) that protect ¢
forbid any transfer thyg

me involved in a “prohibited transaction™ or to
Rerest” or a “disqualified person™ under ERISA, or to
under chapter 42 of the Intenal Revenue Code (“the

e convey an interest to someone who is not legally competent or who has not
reached legal majority;
o disqualify the Partnership from classification as a partnership under the Code;

e cause the Partnership of any partner to be subject to any excise tax pursuant to
chapter 42A of subtitle D of the Code;
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’.

o cause the Partnership to be deemed to be, or subject to regulation as, an
“electric utility,” “electric corporation,” “electric company,” a “public utility”
or a “public utility holding company”; and

» cause any non-recourse debt that is not already Partnership non-recourse debt
to become Partnership non-recourse debt.

Transferees of limited partner interests will be admitted as limited partners, only upon the
consent of the G.P. in its sole discretion.

Any sale of a limited partner’s interest will be first subject to a right of first refusal, for a
period of 120 days, in favor of [ ]. Thereafter, all partners possess a first right to
purchase any interest in the partnership put up for sale by any other er on a Pro rata
basis. This first right to purchase is to remain open for 45 days sfer t§ giving of offering
notice. if no partners accept the offer within the 45-day of e interest is freely
transferable on the terms set forth in the o&'cr notiel for a pe
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Disciission of Certain Risky

System Performance

Pursuant to the turnkey construction contract, Walsh Engineering and the component and
manufacturere provide certain performance guarantees that must actually be met in the
determination of firm capacity available to FPC. As noted previously, FPC will conduct periodic
tests to verify that Kathleen does indeed meet the stated capacity. Preliminary analysis of
components to be utilized in construction of the plant, ie, the gas fired turb 4y the heat recovery
steam generator and the two electrical generators, indicate that the Fegy meet or exceed
contractual obligations. 3

ther intermediate load sources of energy.
] een will dispatch itself (or be d:spatched by FPC) for at
upon current estimates of the Facility’s avoided cost. There is no
: demand will continue to grow as forecast nor is there certainty that there
her more cost efficient plants brought onstream over the life of the project. While
this risk is, again, minimal, there is no way to predict for certain the number of hours each year
that the plant will be dispatched.

Rate Risky

While the project has already secured a long term source of natural gas to fuel the plant and fuel
cost escalation provisions are covered by contractual arrangements, there is some potentiai,
particularly in the later years of the project, for fuel costs to increase faster than the unit price of
electrical energy sold to FPC. In the event, fuel cost were to increase at a faster rate“than the
unit price of energy soid to FPC, the profit margins would be eroded and returns to the Limited
Partnership reduced.
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Reduction in the Capacity Payment

Although the risk is slight, there is.some finite potential for the regulating agencies to amend
existing rules and regulations governing capacity payments to be made by FPC during the life of
the contract. Although the bulk of Kathleen's revenue stream is generated by the sale of electrical
energy, capacity payments represent a signifint portion of income and, if reduced or eliminated,
the impact on the project and the Limited Partnership would be negative.

In summary, while Panda believes that the risk attendant to building and operating the plant over
the 30 year contract is modest and has been addressed by virtue of the power purchase agreement
on the revenue side and long term, firm gas purchase agreements on supply side, potential
investors should be aware that these risks exist and that if they i#N their return of capital
could be slowed and the return on invested capital substanuaﬁ\redueed ‘
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Section V

Appendix

--Financial Projections
--Florida Power Service Area Map
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