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FPSC Docket No. 95011O-EI 
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Mr. Ted Hollon 
VICE President-ConstntcHon & Project Management 
4100 Spring Valley Rd., Suite 1001 
Dallas,TX 75244 - 
REF Kathleen - Development Loan 

Deer Mr. Hollon. r' 
Attached is the first cut at our comments. 

Could you send me additional documentatlon on the questions raised here? 
- 

Our review Q continuing, and I expect a full list of comments in a few days. - 
Very truly pun, \ 

~ V L . & - &  X: R ~ P U  k ~ ~ l h ~ d '  '\ CtdCULTEZ 
Cort Van Rensselaer W W i T  
Director, Business Oevelopment 

CVR:emb KYLE WOODRUFF 
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PPA - 
- A contract exists betwem PANDA and Florida Power Corp. 

It is a standard offer for QFs under 75MW 
Contract looks normal 
Term is 30 years 

Commercial operation is to be 4/1/95 (needs written confirmation of axtension) . 
Apparently there was an extension for a year or 

b f lw 
p IDA 

- "J 
- 

. - Consbudion was to stat 4/1/94 '(needs written confirmation of extension) 

(in return for a change 
on the capacity payment rate) 

These saom to. be an unknown risk 
It needs to be 8 QF or it can be ancoled fl 
Unclear as to what payment schedule will be made and what actual 

- Sections 10.2 &10.3 rSfWto crediWchaues on taxes and operational dispatch rwAL 
- 

dollars are today. - 
GENEWU, 

. 

-The pmposed QF is distilled water which may be challengeable 

What is the status of the other 34MW7 
?+-+ At 75MW the project needed supplemental fire. Was this fur the 8C7 

The electric revenues subsidize the water 
bud - Tho FPC PPA is only for 75MW. the project is designed around I00 MW 

Dotonnine FPC attitude to the project tn general 

-4- - FUEL 

There are a lot of unknowns concerning the fuel supply 
Where is gas coming horn7 
Who set the prim7 
What are tho terms7 
What is the schedule7 

SPECIALLY- 
RESTRICTED 
PK 050419 

One w6uld assume gas supply would be well advanced since that is PANDA'S stmng suit 

Need to check out the interconnect costs ($3-1/2 M pipeline.. S1/2 M electric) & pt We need more evidence of probable sucwss. 

PRO FORMA 

Plant capacity is I10 -113 MW in m forma- 

IRRs are unusual. 

' 

Losing cash in 

PANDA equity is 5% (out of 
who has accepted this. - 
It's low if really has all operating .and maintenance costs included 
- maintenance resewe itself should be 51 MWyr. if continuous duty operation. 

. O&M is 1.2M - is 

- 1-year 

C.rpk61 d 
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FAX 
Nunibcr oi Pages (including Chis otic) = 3 

214-980-6815 

June 20, 1994 

Mr. T. C. Hollon 
VPConstruction & Projcct Management 
Panda Energy Corporation 
4100 Spring Valley, Suite 1001 
Dallas, TX 75244 

Dear Mr. HolIon, 

Thank you for your lewr of June 16th which Cort Van Rensellaer relayed to ABB 
Erergy Ventures. It shortened the following information request considerably. 

I. 

2. 

1 
I -  

- 
j R I l q 4 4 .  

Where does the PPA require FTC tc, accept capacity and energy greater than 
EMW? CM you provide correspondence betwccn Panda and FPC evidencing 
FPC's intention to take &is addlHonal energy and on what terms7 

__-- - May we oblm the od 93 mr your 
U o you have term sheeb, quotes or offers from capital costs estimates? 

. 

cointractors for a lump sum conhact price? If so, may w;? see these offers? DO 
the estimated capital cq ts  includc the cost to build the distilled water plant? 

The provision for O&M appears light, Your letter dated June 16th ex?lains this 
by mencionirrg 8 "Variable O&M line item7 I see the ''Fmed 0d;W line item in 
the expense poruon on Schedule A of thc pro ~ O O ~ M  but L do not see the 'Variable 
O&W line item. I see "Variable OREIM'' paymenb, but I do not sce "Variable 
O&IcL" expense7 Where do I find "Variable O&M" expenses? In ariy event, please 
provide the bash? for your O&M cost eslimaies including staffing, maintenance 
parts and labor, and initial spare parts. 

Please provide copies of conkact*, t e r m  sheets, lcttcrs of intent, memorandums 
of understanding, precedent agreements and othcr evidence oi f i r3 gas supply 
ar.d transportation arrarrgernests. Your Junc 16th letter indicatci thak find 
agreements are in the offing. What is the cutoff date for re%rvi-..g, applying for 
or contracting for pipeline capacity? Is this project contingent on tii.e cornpiet1c:i 
of the Sunshine Pipeline? Have you pcrfomed optimization studies re: the 
interaction among M D Q  oulput, lrarsporti\tton cosk? 

i 

. .. 
A B 8  E.nergy Ventures Inc. 

-__. 
..+.z 
.I. ,.^ .: . ?? 

!::: ::,: ,,..,; :<:r, . .  
. .  . .: .r-:,.n 

. > . . ; . .  : . .  . .  . . .  - .  . . .  . . -  : . , .. . ~. . . .  . .  ,. , .... : _ I . - .  :. ::.. 
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-. Mr. T. C. Hollon 
June 20, 1994 
Page 2 of 3 

7. 

Have you applicd for certification cs s QF? If so, may we S P ~  a copy? Can you 
ale  the regulatlon, order or written dedsion by which FEKC approved watcr 
distilling plant9 ~9 lcgitimate steam h03ls as mentioncd in your June 16th letter? 

Construction sccms to occur at a vcry rapid pace, Le., one (1) year. Your June 
16th letter explains that 18 months will elapse from Notice to Procecd lo the 
completion date. Why then make a one assumption? Is proforma IDC predicattd 
on the basis of 12 months? Must one now allow for additionai IDC? What draw 
down schedulc has been assumed! What interest rate is assumcd lor the 
construction period? 

Please provide your perrnilting p*uis for gas pipe!ino, plant construction and 
operation and the traiumissionline. That is, identify required permits, thc issuing 
governmental au!hority, emlssions limib (including noise) and esttmated time to 
acquire permits. Also, please explain which coniigurations and types oi rabines 
as well as the associated emission leveis (including noise) were assilmed in pcnnit 
applications. Further, plcasc advise oC current status of pennits not yet in hand, 
whether the vicinity is in a non-attainment area and with respect to what 
pollutants, whether wetlands are implicatcd, and the extent of local opposition. 
What technological standards will be imposcd? Please provide a copy of a!l 
pernib in hand. 

May we Learn Panda's methodology for projecting avoided ccsts for 1997 and 
bcyond? Is this the result of an internal study or did Panda use cn outside 
consuitant? RegardIess, may we &rain topics of supporthg workpapers! 

Can you explain or offer a citarioit for the assumed depredation method? We a x  
having difficulty reconciling to schedulc~ and method we typically employ. 

Why docs the pr0f.nt.r not recogniz. early years NnL's? That Is, why do you nct 
assume that the purtners will enjoy 5 rcduction in taxable income on thcir 
individual tax rcturns? 

Has Panda prescntcd the projcct to any lendcrs? Have they cornmcr.c^ed duc 
diligence revicws? What cornmitnents has Panda reccived to date from porcntial 
lending institutions? If so, w h t  was the reaction? Has Panda offered ar received 
any tern sheets for ncgoiiation? What equtty comaiinents has Pan& received 
to date from investor-partners? 

SPECIALLY 
RESTRICTED 
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FPCWitnuul: MORRISON 

She& 3 of 3 
Exhibit No. - 9  

12. May we see a statement a3 to the latest balance (prinapal and Interest) of the 
escrow dcposit? 

Please furnish copies of the progress teporh mcntioned in Section 3.5 of the PPX. 

What is the balance in the Capadty account over time? Maximum, minimum and 
average? Ref: Seclion 8.6.3 of the PPA. 

13. 

14. 
-@ 
- u?@ 

15. What p l m  do you have to protect against rising interest rates? The assumed rate 
in the pro fonnn sccnu Lo be on the bubble. 

Thank you in advance for your respoiues. 
-e& w 
- 

Best regards, 

- Gi24-X- Kobcrt Henry 

- Assistant General counsel 

SPECIALLY 
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wed nnmm - 121k Floor 

N4WYOdiN.rYo* 10116313a 
Fax No: (213 762d4u 

T h e  B a n k  o f  Tokyo  1 2 5 1 A ~ d y l m & n u i r u  
New York Group 

Fpsc Dock& No. 9501 10-El 
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On- you haw reviewed the Indication. pleES0 call me to dircurr R In detail. 

Bert Regards, 
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E x h l b l t  A 
DRAFT 

- 

Indication of Interest for a Credit Facility 
Ibr 

I P a n d l  Kathleen. L.P, 
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The conrbuciion CMtrSct shpll w i d e  fur aggnglt. 
liquidated damages with a cap .ctcpt.ble to the Banks. 
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Facsimile Transmission Cover Letter 
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Have P nice weekend! 
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DRAFT 
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Indication of interest for a Credit Facility e 

Panda-Kathleen, LP. 
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Bayerlsche Vereinsbank AG 

Novmbu 17,1994 
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- 1  

TO: Kathleen Project Team 
FROM: John, Tom 
RE: Calpine Status-as Equity Partner 
DATE: January 23. 1995 

.. 
Exhibit No. __. @AM-26) 
S h m  I of I 

At noon today. John Rocchio and Bob Kelly of Calpine called to advise that they 
were dropping out 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 
up0.n 0 & 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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Panda-Kathleen Limited Pnrtncrsli ip 
July 1994 

Summary of Term for a 144A Debt Project Financing 
I 

' I  

I I 

Projecr The proposed Panda-Kathleen Project (the 'Project") is comprised of an approximately 75 
M W  gas fire4 electric and steam plant (the 'Facility") to be built in West Lakeland, Florida. 
The Projcct will be operated by Panda-Kathleen Limited Partnership ('Panda-Kathleen" or 
~pc 'Partnership'). 

Parent Company 

I I I I I I I I I I t t I I I 

Project Participanls 

I'ower I'urcliaser 

Steam Purchaser 

Furl Supply 

Fuel Transportation 

Contractor 

Panda Energy Corporation is a Dallas-based independent power company. The Company 
is engaged in the dtvelopmcnt, construction. management and ownership of electric power f! E 2 generating facilities and other energy related projccls in the U.S. and abroad. z 5 *  

Florida Power Corporation ("FPC" - senior debt ratings Aa3/AA-) 

LaLCland Water Company (to be formed - owned by Panda Energy Corporation) 

To be announced, punuanl Io a 15-year fm gas supply contract having indexing provisions 
which subslantially track FPC's future avoided costs. 

To be announced 

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

Panda Kathleen L.P. or its designee 



Panda-Kathleen Limited Partnership 
I July 1994 

Summary of Termq ifor a 144A Debt Project Issue 
I I 

i 
Financing Amngemenls 

Issuer Panda-Kalhleen Funding Corporalion - a wholly-owned subsidiary by Panda-Kathleen 
Limited Pprtocrship 

Guarantor Panda-Kathleen Limited Partnership - a wholly-owned special purpose subsidiary of Panda 
Encrgy Corporation (the 'Company') 

Security 

Size $70.0 million 

Maturity See page on Structure 

lnirrest h i e  See page on Structure 

Debt Service Payment Dates Semiannually. each December 15th and Junt 15th 

Optional Redemption Non-Callable for life, except for Extraordinary Optional Redemption 

Ranking Senior secured obligations of the Issuer, non-rccourse to the Company 

Senior k u @  Notes (the "Notes") 

Collateral 

1 

I I I I 

The Notes a d  the Guaranlee will be secured by a lien on substantially all assets of h e  
Partnership, including: a first mortgage on the Project, assignment of all receivables, 
inventories, conIraclS and insurance policies of he Partnership, assignment of all permits and 
approvals of the Project. pledge of the stock of the Funding Corporation. all limited and 
general partnership units in h e  Partnership. and the stock of any corpdrale owners. of SUCII 

partnership units other than Panda Encrgy Corporation. 

11 . .  . I . . . ,  . I S .  ... ,. ,. . 
I I I I 1 I 1 I I I I I I I I 
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Paiidn-Kathleen Liiiiited I'artiiersliip 
July 1994 

Summary of T e r 4  for a 144A Debt Project Issue 
I I 

I 

I 
SEC Kegislralion 

Exchange Listing 

The Partnership agrees to use its best efforls to file and to cause to become effective wilhin ' 
(301 days a regismlion slatemenl. In the event lhat a registration slatemenl is not declared 
effective within [90] days following the closing date of the Notes, the interest rate on h e  
Notes shall ivrease by 50 basiis points effective on the 91st day until a registration shtemenl 
is declared effective. 

None 

Li ih t ion  on Transferability The Noles will be offered only to institutions that qualify as "accredited investors." as 
d e f d  in Rule 501(a)(l)-(3) under Regulation D ("Accredited Investors"), or 'qualified 
institutional buyers,' p8 defd in Rule 144A under the Securities Act of 1933 ("Qualified 
lnstiauiooal Buyers'). All investors will be required to undertake lhat they will not transfer 
the Notes cxccpt pwsuant lo M effective registration statement or an exemption from 
regismtion. 

lodenture Trustee 

Denominations 

Settlenient 

Underwriter 

I I I I 

To be anoounC#l 

$loO,ooO minimum and any h g r a l  multiple of $l,oaO in excess thereof 

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

smith Barney IN.  

I I I I I 1 I I I I I I 
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December 12,1994 

Mr. Robert D. Kelly, Vice President 
Calpine Corporation 
50 West San Fernando -5th Floor 
San Jose, Ca 95113 

Exhibit No. __ , (BAM-W 

6 s  Of 

PApiDA 
ENERGY COW0 RATION 
The Independent Power Company_ 

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. 

.. I. The particulars of our proposed transaction am more fully set forth in your 
December 2,1994 Term Sheet (copy attached) and are subjed to refinement 
during due diligence and preparation of a Definitive Agreement betwen our 
companies. 

We are very much looking fonnerd to working with you and all the key personnel 
at Calpine in the coming months as we push toward financial dosing, with a 
target date of February 1,1995. We will appredafe your suggestions and 
assistance in dealing with the lenders as we pmceed. 

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

a 

I) Provide a comfort letter from your bank indicating that the $20 Million is 
availsblefor m i t m e n t  to the project. 

2) Thet you indicate the attorney and firm that will represent Calpine 
during negotiations ... it is understood that each party pays for legal 
expenses incurred in finalizing the transaction and that the Definitive 
Agreement is subject to review and approval by the lenders. - 

4100 Sprlng Valley, Sulte 1001 Dallas, Texas 75244 
2 I4/980-7159 FAX 214/980-6815 



page -2- 

3) In the section dealing with Buydown, that you consider how we will 
determine the market rate for comparable projects $, in fad, there are no 
domestic projects available for comparison. 

4) That you give us a little more time to analyze the option of using a 
Calpine LC or borrowing the $20 Million during construction ... some of our 
people are concerned that there will be costly paperwark 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. 

a 

- 
6) We need to negotiate the 0 & M contract which should be market- 
based (competitive) but with bonus opportunities if results exceed 
established criteria. 

. I  . .  

Please feel free to contact either Tom Horn or myself regarding questions and 
to set up meetings between your associates and our technical and engineering 
staff. 

John .Burt 

U r n -  
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PANDA-KATHLEEN COGEN PROJECX, LP 

Confidential Investment Memorandum 

o construe the contents of this placement memorandum or any 

Panda-Ween,  L.P., (collectivdy the “Sponson”), their agents or attiliata aa legal, investment 
ortaxadvice. Eachprospeam ’ investor should consult its own h n  as to legal, investment. 
accounting. tax rad dated mattas concaning the transaction described herein. 

Each prospectkc investor receiving this private placement memorandum agrees that it will not UY 

the infodon sa forth herein for any purpose other than in connection with evaluating the 
investment and that it will not d i d o s  the contents hereof to pasom other than its advisors who 
are similarly bound to maintain the confidentiality of such information. Any other UK. 
reproduction or distribution of this private placement memorandum, or retransmitt4 of its 
contents, in whole or in p m  without the prior written consent of the Sponson is prohibited. 
Each prospective investor agrees to return this memorandum and any related materials if it 
chooses not to participate in this transaction. 

PANDA-KATHLEEN COGENERATION PROIECT. L.P 
Page 2 
8/30/94 
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The descriptions contained in this private placement memorandum of the term and conditions of 
certain agreemmu 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 Sponson and fairy present their expectations as to 
matten 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 
likely existence of any particular hture set of facts or ciraunstances. 

believed to be accurate, 
w m t i e s ,  expressed or 
memorandum or any 0th 

PANDA-KATHLEEN COGENERATION PROECT, L.P 
Page 3 
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PANDA-KATHLEEN COGEN PROJECT 

In  troduetion 

'Ilus offering involves the proposed sale of $1 5 0 million of limited partnership interests in a 1 15 

plant owned by Panda Energy co-located 

the Facility under a 30 year Power 

contracts and delivered 
Although the Facility is 

use oil u a backup energy 

Facility ("QF) plant unda regukions promulgated 

Construction of Krthleen is scbtduled to commence during July 1995 with commercial operation 
projected to begh in J~lnrrry 1997. The Power Purchase Agreanmt ("PPA") with Florida Power 
addressa, in addition to the production and sale of e lea r id  energy to Fpc, capacity payments 
which rdtte to Kuhlecn'r genaating capacity availability to Florida Power's man. 

The Facility will Wed &om ground-breaking through completion with a construction loan 
obtained on c o m m d  tams, which loan will be replaced with a term loan having interest and 
principal and p a y m m  ~ynchronized with revenues daived &om energy sales and capacity 
payments !?om Florida Power. The Limited Parmen d 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 018161 

PANDA-KATHLEEN COGENERATION PROJECT, L.P. 
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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: 

CONFIDENTIAL 
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Section n 
PANDA-KATHLEEN COCEN PROJECT 

’ Proieet Overview 

Phvsicrl Descnotion 

Kathleen is a combined cycle natural gas-fired intermediate-load cogeneration plant, the design of 
which is based on proven technology It is to be located on an approxlmately 7 5 acre purchased 
site positioned in an industrial park just off US Highway 92 west of Lakeland, Florida 
Construction will commence during July of 1995 and commercial operatio 
1997 

oil)firedcombustion turb 

plant into FPC’s systan. Panda will arrange for a 
on& Gas Trammission trunkline. Fud tanlo for #2 

arfficient capacity for -hours of plant operation will be located a! 
rrqucnmaar will be met by truck The electrical and pipdine connections should 

be complae by 

The cornbudon turbks arc designed to be 6red on either natural gas. the primary fuel, or Y 2 
died ,  the backup fid. N d  gas will be transported to the Florida Gas iIltercoMectiOfl via 
various natural gar carria. The electrical interconnection point is leu than two miles !?om the 
Facility and the route has bem surveyed and environmental impact studies are underway. The 
route is across industrial and rural areas and will follow an existing electrical transmission right- 
of-way for most of its distance. 

- 
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The stmn 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 gallom of water per day 
from process wastewater and is required for the Project to obtain QF status. 

RePulrtioq 

As a QF facility under the Federal Energy Regulatory Commission (“FERC“) regulations and the 
Public Utility Regulatory Policies Act of 1978 ( “PWA”) ,  Kathleen.is exempt fiom regulation 
under certain provisions of the Federal Power Act and the Public Utility Holding Company 

elsarical capacity to pr 

capacity paymemc based on the Kathleen’s 
ed ability to provide genaating capacity to 

Power, and ir without rcknce to performance guarantees and tests conducted by the prime and 
sub-contractom upon completion of the plant. that W e e n  will have 
dependable clpldty of 115 Megawa!ts. and there will be liquidated damages paid to FF‘C if 
subsequent - t*Rs r d t  in a dependable capacity of less than [W?] of the initial 
dependabkupacity. 

Capacity payments to Kathleen will aggregate about $69.00 per kilowatt year (one kilowatt 
power for one year) during the first year of operation (($5.2 Million for 75 M e g a y m  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 (“0 & W) expense incurred to keep the 
Facility’s capacity available to FF’C on short notice. 

PANDA-KATHLEEN COGENERATION PROJECT, L.P. 
Page 9 
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E n e m  PavmenQ 

Energy payments are computed on the basis of metered, net electrical energy delivered to 
Florida Power at thcir interconnection and are to compensate the Facility for the) cost of 
hycarbon fuel (“Fuel Compensatioh Price”) and ii) the variable portion of operation and 
maintenance expense (“O&h4“ 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 5.0371 per Kilowatt. The fuel compensation price is 
adjusted quarterly to reflect an annual escalation rate of 5.1 %. 

1 
A c. 

Dismtch Provisionl 

Kathleen is a “self dispatching” Facility, which rpcaru that Kathleen nominates when it .will 
deliver power to FPC’s grid. This is opposed to a plant dispatched by the utility ids  which 
usually occun during periods of peak leading when the utility’s 4ax a$ hamedipte capacity is 
insufficient for demand. Florida J%ws does, however, ’eve Wight to “dispatch’”the Facility 
within certain guid&esN~& primmy obligation is 
is, to distnbute thci6toW generating rquirrmmtr .-- 
economy. -- 
Ka&m ocpects,b operate ar M intermediate lo&tlbd.;lmt during dads 

/F- . I  

6 r a l o a d e d  capaci+phts are insuacient 
plantsye called upon to o m .  Florid& P o w .  
its “d&limits,” which fq-baoed upon 
equipment’ components. These limb also 

F A -  L J  times mrj minimum dowa.€ima, 

Pandl antidpata that 
disptdcked-cash 
environment 
Florida Eows  projects th.t it will require additional 
meet projected systan load d d s  through the year 2000. 

..* - 
’s initial dispatch priority, as wdl as the number of hours 

improve as other plants with higher o w i n g  costs and more stringent 

capacity of about - Megawatts to 
come on he, and, as Florida Power’s system load demands increase 

The Fadlity will k built and operated as a Qualifying FaciIity (“QF) plant unds  provisions of 
section 210 (e) of the Public Utility Regulatory Policies Act (“PURPA”) of 1978. Specifically, 
this Act aempts QF facilities 6om 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. - 
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Achievinn Construction and Cornoletion Derdlinq 

As with all large construction projects, Kathleen will be subject to specific deadlines a3 the projezt 
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 

. Avoided cost 

meet .the incremental demand. 

Generally, when the avoi 

customer, is the elecbid utility owned by 
FPC is a 52.0 

Appendix). The service area extends from Tampa-SI. Petmburg on 
a on the north and coven the rapidly growing Orlando area FF'C's 

is expected to grow as the area surrounding Odando continues to 
develop. Florida Power u OM of the six major utilities providing electricity to the peninsular 
Florida System and is AA rated. 

Distilled W a t a  Pumhuc Amcrnent 

Panda will sdl approxima!ely 60,oOO gallons per day of distilled water produced m a by-produd 
of the electrical power genuation to a packaging plant located adjllcent to the Facility pursuant to 
a 25-year sales agreanent. The initial sales price is 52.50 per loo0 gallons, with d a t i o n  
provisions over the balance of the term. The water will be sold to 
a third party for distribution to end users. 

other lines of business. 

- 
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Fuel Purchase Anmrncnt  

A I S-year, firm fuel contract wll be negotiated by Panda to supply the Kathleen with a minimum 
of 20.5 million cubic feet of natural gas per day (20,500 MCFD). 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 currently 
underway. - 

~ . . . ~. 

nearestablished fields. 

Fuel Trsnsoortation Anreemen& 

Fuel Oil SUOO~Y 

U a l f ~ e l c a p a b i i a n d  can operate onbothgasaj 
Tbe d i d  would only be used during an 

have on-site oil Ftorage Capacity of - 

term, does not intend to enter into any long-term oil supply contracts. 

Ennineerinn. Flrnninn and Construction 

Panda is cumatly negotiating pricing and other teams of a construction contract with Walsh 
Construction Company, a qualified prime contractor f o r _ m & o n  of the Facility.'. 

CONFIDENTIAL 
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W r * t  ions and Ma intenance 10 & M) Contract 

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 urpeMsc the overall 
operation of Kathleen during the life of the PPA Panda anticipates that a request for propods 
from the 0 & M contractors will be issued on or before October 1, 1994, with final selection 
occurring by mid-November of the same year. 

Plant W a t y  

1. 

On-site well water will be u t i l i  for operation of the cooling tower and for boiler make-up. The 

permittinn and Environmental Considerations 

1990's. Panda was 
be located in Florida 

Panda har aecutcd a Powa Purchase Agreement with Potomac Elearic Powa Company 
covering colwtructioa rad operation of a [230] megawatt cogemntion plant to be located in 
Prince George's Cwoty, Maryland. The project, designated the Panda-Bra~dywk fhdity. is 
scheduled to comm~wx construction in early 1995 and go on-line in Junc 19%. 

In addition. Panda is &ely engaged in the acquisition. exploration and production of Wral  g;u 
reserves, including cod bcd methane deposits. Panda is also developing infrastructure projects, 
including power generation, transportation and telecommunicatiory in Indonesia CONFIDENTIAL 
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Section m 
PANDA-KATHLEEN COGEN PROJECT 

S S t  

Kathleen Limited Partnership 

A new entity, (the Partnmhip) a Delaware limited p 
the Facility. The general partner of the partnership will 
subsidiary of Panda Energy Corporation (the “G.P.“). The 
of another special purpose, wholly owned subsidiary of 

The G.P. will own a 1% general 
own the balance. 

by vote of the majority in intmst of the limited partnen and 

Partnaship shall remain the same as before the removal, although the G.P.’s new natur wiU be 
that of a limited putncr. 

Partiu wbo subsequd become a G.P. must accept the obligfdoru, unda the t m  of the 
Power P u r c h ~ ~  Agreanent. of the existing or prior G.P.(s). 

CONFIDENTIAL 
PK 018172 

PANDA-KATHLEEN COGENEMTION PROJECT. L.P 
Page 14 
8/30/94 



PPSC Docbst No. MOll&BI 
PPcWjhlar: MORRISONS 

Shad 17 of 23 
Exhibit No. - . @AM-33) 

Matten Rcauirinz 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; 

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

the removal of the G.P.; 

0 

. 
the e l d o n  of a liquidating partner. 

the transfer or m 

the ameodmenf modification, or waiver of any material provision of the 
partnaship agnmKnt of the Partnership; 

the settlement of any dispute that would materially and adversdy the 
Partaaship or require payment by the Partnership in excess of [ S l , ~ , ~ ] ;  
and 

2 the taking of catain major actions relating to the fud proauement and 
transportation arrangements of the Partnenhip having a material adverse af€& 
on the financial condition of the Partnership. 
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Cash Distributions 

Avdable fun& will be distributed [quarterly] in accordance with the term of the Partnership 
Agreement and long term debt restrictions. 

ned as the amount of 
ring the period. The 

working capital. 

Once M a  have bem distributed, no partna 
partnership, accept as required by law. 

le F e d d  or state laws; 

n of any debt instrument or similar 

o l d  in a "prohibited transaction" or to 

Q 42 of the h t d  Revenue Code ("the 

convey an interest to someone who is not legally competent or who hac not 
reached legal majo*. 

dirsuJay tbe Putnaship 6-om classification as a partnership unda the Code; 

cause the Parenenhip of any partner to be subject to any excise tax pursuant to 
chapter 42A of subtitle D of the Code; 
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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 
consmt of the G.P. in its sole discretion. 

Any sale of a limited partner’s interest will be firrt subject to a right of first refusal, for a 
perid.of 120 days, in favor of [ 1. T h d a .  all partnas 
purchase any inter*d in the partnership put up for sale by any 

notice. if no p a ~ m s  accept the off- within th 

No partner shall be prohib 
or not in competition 
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PANDA-KATHLEEN COGEN PROJECT 

Dischion of Certain R i s b  

Svstem Performrncp 

Pursuant to the turnkey construction contract, Walsh Engineering and the component and 
manufacturere provide certain performance guarantees that must actually be m a  in the 
determidon of firm capacity available to FF'C. As noted previously, FPC vnll conduct periodic 

contrachlal obligations. 

Consequently, the risk that 

st &ciaa plants brought onstream o w  the life of the project. While 
minirml, thae is no way to predict for certain the number of houn each year this risk is, 

that the plant wiUkdisp.tched. 

liakwa 

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 arrangemcnt~ there is some potential, 
particularly in the later yean of the project for fuel costs to increase faster than the unit price of 
electrical encrgy sold to FPC. In the went, fuel cost were to increase at a faster ratcthan the 
unit price of energy sold to FF'C, the profit margins would be eroded and returns to the Limited 
Partnership reduced. 
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Reduction in the Caoacitv Pavment 

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 powa purchase agreement 
on the revenue side and long tenn, firm gas purchax agreanmu on supply side, potential 
investon should be aware that these risks exist and that if they 4 thdr return of capital 
could be slowed and the return on invested capital s u b m w r e d u @ .  
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--Financial Projections 
--Florida Power Service Area Map 
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