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DIRECT TESTIMONY OF DANIEL E. WHITE

Please state your name and business address.

My name is Daniel E. White. My business address is Pace Global Energy Services,
4401 Fair Lakes Drive, Fairfax, VA 22033.

For whom are you employed and in what position?

I am employed by Pace Global Energy Services (“Pace™). My title is Executive Vice
President.

Please describe your duties at Pace.

I head Pace’s fuel consulting practice. That practice covers natural gas, crude oil, oil
products, and coal, with natural gas comprising the largest portion of our work. As
head of that practice, I perform and manage a wide range of activities concerning the
natural gas industry, including business planning, market assessments, fuel planning,
contract negotiations, acquisition and lending due diligence, and auditing. The largest
component of my praciice relates to fuel for large natural gas-fired power plants.
This includes developing fuel supply strategies, sourcing fuel supplies and
transportation services, negotiating the terms and conditions of these services, and
reviewing the sufficiency, reliability and competitiveness of such arrangements for

equity investors and lenders.
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DIRECT TESTIMONY OF DANIEL E. WHITE

I am the second-ranking officer overall in Pace’s consulting practice. In addition to
fuel, that broader practice includes groups focusing on power markets, finance, and
industrial services. I coordinate activities between these groups and lead
engagements involving all of these groups.
What is the role of Pace with respect to the Panda Leesburg Power Project?
Pace has been engaged to present the fuel plan that Panda Leesburg Power Partners,
L.P. has developed and to provide an independent review of the reasonableness of the
fuel plan within the context of the regional spot and long term natural gas markets
and in light of Panda’s electricity marketing expectations.

QUALIFICATIONS AND EXPERIENCE
Please summarize your educational history and work experience.
My resume is attached to this testimony and identified as Exhibit _ (DEW-1). I
hold a B.A. in Economics and English from the University of Washington. I have
worked full time in the energy industry, with a focus on the natural gas industry, since
1978 when I joined the Federal Energy Regulatory Commission (“FERC”). During
my tenure at the FERC, I worked in the office responsible for regulation of natural
gas commodity and transportation, with my efforts split about equally between
natural gas itself and natural gas pipelines. In 1992, I joined C.C. Pace Resources,
Inc. (the predecessor to Pace), where [ have progressed from Account Manager
through a series of promotions to Executive Vice President. Throughout my tenure
have worked in the fuels group. Additionally, from November 1993 through
December 1998, I was Executive Director of a trade association of natural gas-fired

power generators called the Fuel Managers Association (“FMA”) and later the
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DIRECT TESTIMONY OF DANIEL E. WHITE

Energy Managers Association (“EMA™). The focus of the FMA/EMA was to
represent the interests of natural gas-fired power generators on fuel-related issues
before federal agencies such as the FERC and the Department of Energy.

What is your experience with regard to the natural gas market, natural gas supply
arrangements, fuel plans, and regulatory support for power plant development?
Throughout my employment at Pace, from my very first assignment, 1 have worked
on matters related to supplying fuel to power generation facilities. While this work
has involved various oil products and coal, most predominately my work has
involved supplying natural gas to such facilities. Over the last eight years, I have
worked on the natural gas fuel supply arrangements for over three dozen power
plants. My involvement has included fuel planning, contract negotiations, acquisition
and lending due diligence, operational management planning, and procurement
auditing. I have worked for many leading developers of large power plants as well as
nearly every lender to such plants. Additionally, I have evalvated gas marketers and
interstate pipelines for acquisition efforts, and monitored new pipeline developments
for customers and lenders. For developers of new pipelines, I have performed market
assessments, designed rate schedules, and drafted tariff terms and conditions. 1 have
performed each of these tasks both in the North American market and internationally.
In Florida, I worked on arranging fuel supplies for the Tiger Bay and Auburndale
facilities, and was the fuel consultant to the lenders financing the Lake, Mulberry, and
Orange facilities. Additionally, I closely monitored the progress of Florida Gas
Transmission’s (“FGT”) Phase III expansion for customers and lenders dependent

upon that expansion to provide fuel to power plants. Finally, in my role as Executive
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Director of the FMA/EMA, I was deeply involved with the restructuring of FGT
services following the issuance of FERC’s Order No. 636.
In additional to my personal experience, Pace brings even broader relevant experience
to fuel procurement for power plants. Please refer to Exhibit  (DEW-2) for
corporate information about Pace. Pace has 20 years experience in energy consulting
with a long-standing commercial involvement with fuel procurement and private
power development. In addition to fuel expertise, the firm provides power expertise,
financial advisory services, industrial power plant expertise, and energy management.
Just two examples of the firm’s practice: the energy management group has managed
the procurement of natural gas for a number of operating power plants and also
manages the natural gas procurement for the Municipal Gas Association of Florida.
Have you previously testified before regulatory authorities or courts?
In my role as Executive Director of the FMA/EMA, I provided numerous pleadings to
regulatory authorities such as the FERC and appeared before such authorities on
issues concerning natural gas-fired power generators. 1 have been an expert witness
in several legal proceedings, including a matter involving a natural gas contract for a
power plant, a matter involving the value of natural gas storage, and the appropriate
pricing under a contract governing nearly 400 MMcf per day.

SUMMARY AND PURPOSE OF TESTIMONY
Please summarize your testimony.
My testimony describes and reviews the fuel supply arrangements of the Panda
Leesburg Project. My firm and I were engaged to provide this description and review

from an independent perspective. In other words, neither my firm nor I are
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responsible for establishing the fuel plan or negotiating the implementation of the fuel
plan. |

My testimony in summary: Panda Leesburg is making long-term arrangements
providing it the right to procure from Gulfstream Natural Gas System (“Gulifstream™)
on a firm basis transportation capacity rights sufficient to serve the Project’s peak day
natural gas requirement. This arrangement under negotiation will provide Panda
Leesburg ready access to natural gas supplies to meet the Project’s needs. It is my
conclusion that Panda Leesburg’s fuel plan provides a reasonable and reliable
approach to fuel procurement. The plan exploits the expected increase in gas
availability in Florida so as to hold the prospect of reliable, economical, and efficient
fuel procurement matched with the operational expectations of the Leesburg Project.
Are you sponsoring any exhibits to your testimony ?

Yes, I am sponsoring the following exhibits:

1. Exhibit (DEW-1): Resume of Daniel E. White;
2. Exhibit (DEW-2): Pace Corporate Information;
3. Exhibit (DEW-3); Fuel Plan Review Related to the Midway and Leesburg

Power Plant Projects;
4. Exhibit (DEW-4): Letter of Intent with Gulfstream; and

5. Exhibit (DEW-5): Letters of Intent with Various Suppliers.




10

11

12

13

14

15

16

17

18

19

20

DIRECT TESTIMONY OF DANIEL E. WHITE

PIPELINE FACILITIES SERVING PROJECT

Please describe the proposed Gulfstream pipeline and its permitting status.

Please refer to Section ILE of the “Site” Exhibits attached to the Need Petition
sponsored by Mr. Steven W. Crain, which is a map provided by Gulfstream showing
the routing of the Gulfstream system as currently on file at FERC. Generally
speaking, Gulfstream will run offshore from the Mobile Bay area of Alabama to the
Tampa Bay area, and then proceed in an easterly direction across Florida to St. Lucie
County. Additionally, there will be a lateral into Polk County. To serve the Leesburg
Project, Gulfstream will undertake an extension of its line to the Leesburg Project
site. In Exhibit _ (IDEW-3), Pace summarizes the results of our investigation into
the status of Gulfstream’s permitting. It is my conclusion that Gulfstream is on track
with an appropriate schedule to achieve the required permitting for its initial design. I
know of no reason that the extension to the Leesburg Project site cannot be timely
achieved. |

Please describe the gas pipeline facilities by which Panda Leesburg’s gas supply will
be delivered.

Gulfstream’s mainline will directly serve the Panda Leesburg Project by an
interconnection on Panda Leesburg’s property. The diameter of the Gulfstream
mainline at that point will be 30 inches, and the pressure guaranteed by Gulfstream is

725 psig.
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GAS SUPPLY AND TRANSPORTATION

Please summarize the gas supply arrangements for the Panda Leesburg Project,

The Leesburg Project intends to purchase natural gas via short-term, spot firm natural
gas supply transactions with producers and marketers in the Mobile Bay region for
supply into Gulfstream. The price and volume terms of the supply agreements will be
agreed to at the time of the transactions. The Project intends to seek to optimize the
supply artangements to generation expectations and commitments provided in any
power sales agreements.

Please summarize the gas transportation arrangements for the Panda Leesburg
Project.

Panda Leesburg will have an interconnection with Gulfstream sufficient to provide all
fuel the Project requires. Panda Leesburg is making arrangements providing it the
contractual right to procure transportation capacity rights from Gulifstream on a firm
basis that are sufficient to cover the Project’s peak day natural gas requirement 365
days a year. These firm transportation capacity rights will extend to natural gas
supply areas in the Mobile Bay, Alabama, and Pascagoula, Mississippi, areas where
supply is abundant. Additionally, through pipeline interconnections, the Project will
have access to natural gas supplies from throughout the Gulf region. As Gulfstream
already agreed to essentially the same terms of service for the Panda Midway Project,
it is reasonable to expect that Panda Leesburg and Gulfstream will incorporate the
Letter of Intent terms into a Precedent Agreement.

Please describe the basic provisions of the current arrangements between Gulfstream

and Panda Leesburg.
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Please refer to Exhibit ___ (DEW-4), the Letter of Intent between Panda Leesburg
and Gulfstream, redacted to protect confidential rate information. The Letter of Intent
memorializes the intent of the parties to complete negotiations that provide Panda
Leesburg the right to firm transportation capacity on Gulfstream for up to 200,000
MMBtu/d. The term is for 20 years. The pressure guaranteed by Gulfstream is 725
psig, sufficient for the Project’s turbine operations. The maximum volume in the
Letter of Intent is in excess of the expected peak demand of approximately 173,000
MMBtu/d, and Panda Leesburg retains the option to reduce the capacity commitment
to 150,000 MMBtw/d. This would provide Panda Leesburg the valuable right to turn
back a portion of its Guifstream firm capacity in favor of more economical and
equally reliable alternative fuel delivery arrangements.

How does the fuel supply plan match the expected operation of the Panda Leesburg
Project?

The fuel supply plan is well matched to the plant’s expected operation. The plan
provides for reliable fuel procurement for the peak daily requirement of
approximately 173,000 MMBtw/d. Additionally, the fuel plan provides flexibility to
adjust fuel procurement with daily, seasonal, and annual operational variations. For
example, while the Project’s overall fuel requirements are relatively flat, they peak in
the July/August period and trough in the January/February period. The fuel supply
plan positions Panda Leesburg to track its procurement with usage to generate
electricity in the most economic fashion.

Virtually all of the proposed electric power plants in Florida identified in the Florida

Regional Planning Courcil’s 1999 Regional Plan will be fueled by natural gas. What
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assurances can you give the Florida Public Service Commission that there will be
adequate natural gas supplies available to fully supply all of these plants?

Please refer to Exhibit __ (DEW-3), a report Pace prepared that includes a review
of the availability of gas supplies both generally and specifically to serve Florida.
The report concludes that orderly and competitive markets for natural gas supply exist
in the U.S. that allow commodity prices to balance consumption with demand.
Furthermore, the existence of abundant potential natural gas reserves and
continuously improving technologies will allow the natural gas commodity market to
maintain a relatively constant equilibrium price in real terms. To support these
conclusions, the report provides research and analysis pertaining to fundamentlal
drivers affecting natural gas supply and demand balances, Florida supply and demand
balance, natural gas regulatory and market structures, and a comparison of industry
fundamental forecasts.

Concerning Florida specifically, natural gas supply is adequately abundant and
readily available in the producing basins that feed the pipeline systems serving the
Florida market; namely Onshore Gulf Coast, Offshore Gulf Coast, and East Texas.
The pipeline industry has proven to be very responsive to the needs and growth of
natural gas consumers, and can be expected to continue to be so. For example,
Gulfstream is already considering a Phase 2 expansion by extending its pipeline
system to connect with new consumers and increasing compression. In fact, due to
the large number of expected capacity expansions over the next three years in Florida,
Pace expects to see an excess of primary pipeline capacity beginning in 2001.

What would happen in the event that there was an outage on Gulfstream?
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As Panda Leesburg is arranging for firm transportation rights on Gulfstream, the only
two types of outage that would occur would be due to scheduled maintenance and
force majeure events, which by their nature are unscheduled. Scheduled maintenance
is managed such that it has essentially no impact on overall service. Concerning
force majeure events, Panda Leesburg would receive an allocation of Gulfstream’s
remaining capacity and seek additional fuel supplies from other shippers.

Based on your review of comparable natural gas pipelines, what is the likelihood such
an outage would occur?

Extremely rare. As discussed further in the Pace report (Exhibit ___ (DEW-3),
interstate natural gas transportation service has been extremely reliable both in
Florida and throughout the rest of the North American gas grid during the past 13
years. Numerous factors account for this reliability (e.g., supply diversity, gas
industry restructuring, increasing competitive forces, technological developments,
new contractual arrangements, etc.). In fact, according to the U.S. Department of
Transportation natural gas pipelines constitute the safest method of energy
transmission.

FGT is a normal example of this reliability. There has been only one major gas
disruption that has materially restricted gas flow on FGT’s system during the past 30
years. Since 1984, FGT has only had 24 pipeline incidents, most of which were
minor and repaired quickly,

We can expect the same level of reliability from Gulfstream and Buccaneer. Each of
these pipelines is being developed by leading pipeline companies with existing

facilities with long records of highly reliable service.
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Concerning maintenance, pipeline companies schedule such work during low demand
period so as to minimize the impact on their customers. They also phase work so that
capacity reductions are minimized at any particular time, allocate any reductions first
to non-firm customers, and then allocate any remaining reductions, if any, across all
firm customers on a pro rata basis. The result is to reduce the impact of scheduled
maintenance to essentially zero.
What would happen to the Panda Leesburg Project if Gulfstream is delayed or is not
constructed?
Pace’s review indicates that Gulfstream is on track to be constructed and enter service
as planned. Moreover, we see no reason that Gulfstream would not proceed timely
with an extension to the Panda Leesburg Project site. If there is a Gulfstream delay or
cancellation, I would expect Panda Leesburg to either correspondingly adjust its own
completion timetable or to seek alternate fuel supply arrangements from either FGT
or the Buccaneer pipeline project.

BACKUP FUEL
What plans, if any, has Panda Leesburg made to acquire or install on-site backup fuel
supply capability for the Project?
Panda Leesburg has concluded that its natural gas fuel plan is so highly reliable that it
is not necessary to acquire or install on-site back-up fuel supply. This conclusion has
been reinforced by Panda Leesburg obtaining Letters of Intent from various fuel
suppliers to transact with Panda Leesburg such that if the fuel suppliers fail to

perform, they will compensate Panda Leesburg for the cost of replacement natural gas
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or the cost of substitute electrical generation. Exhibit___ (DEW-5) provides these
Letters of Intent.

I concur with Panda Leesburg’s approach. Given the contractual arrangements and
the planned redundancy in pipeline capacity available to the Project, the only
additional contingency that on-site fuel storage would guard against is the possibility
of a unscheduled gas pipeline force majeure event occurring simultaneously with
peak electrical demand and a significant shortfall in electric generating availability.
As discussed in the Pace report (Exhibit ____ (DEW-3)), natural gas pipelines are
extremely reliable and such force majeure events extremely rare. It would be even
rarer for such an event to line up with peak power demand and low generator
availability.

I also note that the Panda Leesburg approach is the accepted trend nationwide. A
number of natural gas-fired power plants have been built recently that have not had
on-site backup fuel supply. For example, Florida Power and Light is not installing
backup fuel for its 3000 MWs of repowering projects in Sanford and Fort Myers, and
the 540 MW Westbrook facility under construction in Portland, Maine, is not
installing backup fuel capability.

Does this conclude your testimony?

Yes.

12
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PROFESSIONAL QUALIFICATIONS
QUALIFICATIONS AND EXPERIENCE

Mr. White has been involved in North American natural gas markets for over 20 years, has lead
Pace’s fuel consulting practice since 1994, and is the second ranking officer in Pace’s 60-person
consulting division. He has lead numerous assignments worldwide evaluating natural gas and
nther fuel markets, preparing strategic energy business initiatives, designing fuel procurement
nlans for power and industrial plants, negotiating fuel commodity and transportation contracts,
2nd conducting fuel due diligence reviews to support acquisitions and financing.

The largest component of Mr. White’s and Pace’s fuel practice concerns North American natural
nas markets. As head of Pace’s 25-person fuel consulting practice, Mr, White supervises a wide
rrray of analysis for numerous developers, utilities, lenders, and regulators. His involvement has
ranged widely. For example, in the last several years Mr. White: lead the preparation of a
business plan for a leading U.S. electric utility to enter the natural gas marketing business;
designed and negotiated innovative fuel arrangements for a merchant power plant, for an
industrial company designed a plan to optimize natural gas procurement across over 90 facilities,
supervised due diligence analysis of fuel arrangements for numerous new power plants, prepared
nower and gas commercial operations plans for several gas-fired power plants; and provided
expert witness testimony on contracting practices and market dynamics in a large arbitration
proceeding. Additionally, for a number of years Mr. White was the Executive Director of a trade
association representing independent power plants on natural gas issues. In that capacity Mr.
White prepared and presented analysis of natural gas issues to state and federal regulators and
agencies.

Mr. White as worked on assignments concerning numerous countries as well as on activities with
worldwide scopes. This includes the United Kingdom, Spain, Italy, Egypt, Ghana, Mexico,
Colombia, Venezuela, Brazil, Argentina, Chile, Bolivia, Peru, the Philippines, Australia,
Thailand, and India. For example, Mr. White: was the lead consultant to a major power and
fuels asset developer in establishing an integrated power- and gas-trading company in the United
Kingdom; performed an in-depth feasibility study of the electric power and natural gas markets
in Colombia; negotiated the natural gas contracts for the first independent power project in
Venezuela, designed the tariff for an international natural gas pipeline development in South
America; and lead preparation the business plan for a worldwide pipeline development company.

REPRESENTATIVE PROJECT EXPERIENCE

»  Fuel Procurement. Designed and implemented a fuel procurement plan for a S40MW
merchant power plant in New England. (1998-1999)

> Regional Market Analyses. DPrepared five different detailed regional U.S. gas market
assessments for energy project developers. Analyzed supply sources, interstate transportation
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routes, storage options, local distribution services and prices, potential customer mix, and
load profiles. (1998-9)

Large Gas Purchase Arbitration Case. Expert witness on contracting practices and market
dynamics in arbitration covering over 400 MMcf per day of gas supply serving the
Northeastern U.S. (1997)

Florida Pipeline Due Diligence. Provided detailed risk assessment and construction
monitoring of Florida Gas Transmission Company (“FGT™) $1 billion “Phase [II” pipeline
expansion on behalf of lenders to end-users dependent upon the expansion, (Fall 1992-spring
1995)

Florida Gas Market Analysis. Frovided natural gas commodity and transportation
recommendations to the developers of power plants in Florida, including assessment of FGT
expansion. {Fall 1997)

US. Pipeline and Marketing Company Acquisition Effort. Headed a comprehensive
assessment and valuation of a large gas pipeline and marketing company for acquisition by a
major American_electric utility, Annual pipeline net income is $700 million and gas-
marketing annual gross is $1 billion. Created a financial model of the pipeline and market
areas, analyzed target markets for pipeline capacity and natural gas, evaluated competitors,
and analyzed ongoing regulatory developments. Recommended strategies to optimize the
pipeline and marketing assets with the company’s existing business. (1996)

Florida Bond Refinancing. Prepared an Independent Fuel Consultant’s Report included in a
Section 144 A bond refinancing of a gas-fired power plant in Orange County, Florida. (Fall
1995-spring 1996)

Nationwide Gas Procurement Review. Headed a detailed review of the gas commodity and
transportation contracting for an industrial with 91 facilities throughout the U.S. Prepared a
corporate-side energy procurement strategy. Negotiated revised and new gas contracts with
marketers, pipelines, and local distribution companies. (1997)

Midwest Integrated Power and Gas Project. Supervised the analysis and valuation of a
proposed power plant to be sighted at a natural gas storage field in the Midwest. (1998)

Pipeline Reguiatory Advocacy. Executive Director of the Energy Managers Association,
which represented gas-fired independent power producers before FERC. Since 1992
spearheaded EMA’s role in a number of key national industry issues, such as pressing federal
regulators to standardize pipeline business practices. (1992-1999)

Florida Fuel Consultant. Fuel consultant for the financings of several different power plants
in Florida. For developers this included the Auburndale and Tiger Bay projects. For lenders,
this included the Mulberry, Orange, and Lake projects. (Summer 1992-Fall 1995)




FPSC Docket No. (Q00288-EU
Panda Leesburg: White
Exhibit (DEW-1)

Page 3 of 5

Pipeline Market Evaluation. Evaluated natural gas markets (power generation, industrial,
commercial, and residential) in eight franchise areas for the developer of a potential new
large diameter natural gas pipeline serving Florida. The study included both areas with
existing local distribution service and areas not currently served by natural gas. (1997)

Global Pipeline Business Plan. Assessed pipeline markets on global, regional, and project
levels for a leading worldwide engineering, construction, and investment company. Scope
was worldwide, including North America. Responsible for assessing the demand for oil and
gas pipelines, the economic value of the pipelines within the local market, and the potential
financial returns to the owner. (1997)

Storage Market Evaluation. Provided one of the largest gas storage owners a detailed
evaluation of gas storage markets covering a 13-state region including the upper Midwest, the
Mid-Atlantic, and the Northeast regions. Analysis included consideration of alternative
supply and transportation portfolios to meet market demands. (1994-1995)

U.S. Gas Marketing Plan. Prepared a comprehensive analysis of gas markets for one of the
largest U.S. electric utilities, and developed a board-level business plan to enter that market.
Market assessment tasks included analysis of the current state and future prospect of gas
supply, transportation, local distribution, and marketing. Business plan tasks included
detailed strategies and tactics at the customer, local distribution, state, and regional levels.
Briefed senior management on all aspects of the gas market and the business plan. (1997)

South American Gas Market Study. ‘Evaluated gas pipeline and distribution investment
opportunities in Latin America for a large U.S. interstate pipeline company. Tasks included
assessment of current development projects and preparation of board-level briefing materials.
(Spring 1996)

Fuel Investment Plan. Developed international downstream fuel asset investment plan for a
major power developer to invest $250 million in equity by the year 2001. Key officer in
charge of the market analysis, resource reguirements, pipeline and storage project pro formas,
and strategies and strategic goals. (1995-1996)

Storage Market Expert Witness. Expert witness in a lawsuit over construction of a gas
storage facility in the upper Midwest U.S. Scope was to evaluate the market prospects of the
facility. (1995-1996)

Worldwide Natural Gas Inmvestment Review. Represented the international energy
development affiliate in a corporate-wide gas business review for one of the largest U.S. gas
and electric utilities. Tasks included contributing expertise in downstream international gas
businesses such as pipelines, storage, and distribution. (1995)

Gas Contract Expert Witness. Expert witness in lawsuit concerning 18 MMcf/d gas supply
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contract to deliver gas from the Gulf of Mexico to the Northeastern U.S. Provided detailed

assessment of viability of use of various pipeline transportation routes. (1995)

o Pipeline Tariff Developed tariff structure and valuation pro forma for a 150 MMBtu/d
international pipeline proposal in South America. This included drafting supply and
transportation contracts for customers, and preparation of pipeline-related filings to the
national regulatory agency. (1994)

EMPLOYMENT EXPERIENCE

Pace Global Energy Services, LL.C
Senior Vice President (8/96 - Present)
Vice President (1/94 - 8/96)
Account Manager (7/92 - 12/93)

o Second ranking officer in energy consulting division within 140 member energy
consulting and management firm and its predecessors.
Leads fuels consulting group

¢ Directs numerous evaluations of natural gas markets for a variety of clients, such as
natural gas producers, pipelines, marketers, investors, lenders, and end-users.

¢ Responsible for numerous North American and international fuel market assessments
and infrastructure project evaluations in the last several years.

o Negotiates natural gas commodity and transportation contracts on behalf of clients.

Energy Managers Association
Executive Director (11/93 — 12/98)

e Managed and represented this national trade association representing gas-fired
independent power producers.

o Prepared and submitted position papers in pipeline rate design and policy proceedings
before state and federal regulatory agencies.

Federal Energy Regulatory Commission
Senior Gas Utility Specialist (11/78 - 6/92)

e Held a series of positions of increasing responsibility within the Office of Producer
and Pipeline Regulation, which is responsible for federal utility regulation of gas
producers, interstate pipelines, and gas storage facilities.

Managed detailed evaluations of pipeline and storage operations.

o Drafted federal rules governing interstate pipeline operations.
Performed economic and policy analyses of natural gas regulatory issues and pipeline
proposals.
Eight outstanding and superior job performance awards.

e Distinguished Service Award in 1992.
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REPRESENTATIVE SPEAKING AND PAPER PRESENTATIONS

“Private Power in Africa” Conference Chair (September 1999)

“Forecasting Fuel Supply During Development and Operations” presented at Financing Merchant
Power (April 1999)

“Fuel Supply” presented at Merchant Plants ‘99 (January 1999)

“Forging Non-Traditional Partnerships with Fuel Suppliers to Maximize Your Profitability” Seminar
Head (November 1996)

“Impact of Market Restructuring on Fuel Management” presented at “Innovative Fuel Management
Strategies for Electric Utilities” Conference Chair (March 1996)

“Demand for Power and its Effect on Gas" presented at “Opportunities and Challenges for Gas”
(October 1995)

“The New Financial Underpinnings Required for Cogen/IPP Projects” presented at “The Qutlook for
Natural Gas” (September 1995)

“The Impact of Cogen Demand on Gas Infrastructure Projects” presented at “Power Sales Contracts in
the Industry Restructuring Environment” (September 1995)

“IPP Fuel Concerns” presented at “Gas Supply, Planning, Transportation, and Deliverability” (March
1995)

“Introduction to the Gas Challenge” presented at “Fueling the Restructured Electric Market” (October
1995)

EDUCATION

B.A., Economics and English, University of Washington, 1976. Magna Cum Laude.
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NON-BINDING LETTER OF INTENT
BETWEEN
GULFSTREAM NATURAL GAS SYSTEM, L.L.C.
AND
PANDA LEESBURG POWER PARTNERS, L.P.

This Non-Binding Lerter of Intent (“L.OI™) dated effective as of April 20, 2000, is executed
by and between Gulfstream Namural Gas System, L.L.C. (“Guifstream™), whose mailing address is
500 Renaissance Center, Detroit, Michigan 482243 and Panda Leesburg Power Partners, L.P.
(“Panda™), whose mailing address is 4100 Spring Valley, Suite 1001, Dallas, TX 75244. This LOI
sets forth certain matters related 1o the negotiation of a precedent agreement for the ransportation
of natural gas (“Ergcedent Agreement’). Gulfstream and Panda are herein referred to collectively as
“Parties” and individually as a “Party.”

1. Gulfsiream intends to design. construct, own and operate a natural gas pipeline that will
extend from interconnections with the facilities of various natural gas treatment plants, procsssing
plants and interstate natiral gas transmission systems in the vicinity of Mobile, Alabama o various
delivery points in peninsular Flonda ("Gulfstream Project”). The Parties hereby agree to cooperatz
until June 30, 2000, to negotiate and attempt to finalize a definitive Precedent Agreement for the
expansion of Gulfstream’s Project to previde for the construction of a narurai 2as pipeline for the
transportation of natural gas to Panda’s Lzssburg electric generating plant in Lake County, Florida.
Panda has set forth its proposal for gas wansportation on the term shest attached as Exhibit “A.”
Such terms are for use in negetiarions only and neither Party shall be bound to such terms unless and
until exacution and delivery of a final definitive Precedent Agraement.

1
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2. The Parties shall cooperate in the exchange of information reasonably required to be
exchanged for the negotiation and exccution of the Precedent Agreement. It is hereby agreed that
all such information shall be maintained in confidence by the receiving party.

3. This LOI will be effective from the execution hereof until the earlier of (1) the date that
a final definitive Precedent Agresment is exccute and delivered by each of the Parties; or (i) June
30,2000, In the event a final definitive Precedent Agresment is not exccuted by each of the Parties
on or before June 30, 2000, this L.OI shall terminate, and neither Party shall have any obligation to
the other hereunder.

4. No action, course of conduct or failure to act by Gulfsream or Panda, prior to the
execution of a definitive Precedent Agresment. will give rise to or serve as a basis for any obligation
or other liability on the part of Gulfsiream or Panda. Any commitment or agreement is subject 1o
satisfactory negotiation and exscution by June 30, 2000, of a definitive agreement containing such
terms and conditions as are acceptable tlo gzach of the Parties in the exercise of its sole discration, and
the approval of Gulfsteam’s management and Panda’s management and their respective
management comrmittees, and financial closing (with funding) of Panda’s Leesburg power plant
project.

5. This LOI shall be construed and interpreted undsr the laws of the State of Delaware
(exclusive of any conflict of law provisicns which would apply the law of another jurisdiction),
provided that any provision of such laws invalidating any provision of this LO! or modifying the
intent of Gulfsream and Panda =s expressed in the terms of this LOI, shall not apply. Neither
Guifstream nor Panda shall be entitled to assign this LOI without the other's prior written consent,
which consent shall not be unreasonably withheld. This LOI is for the benefit of Guifstreamn and

2
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Panda and is not intended nor shall it be construed to confer any rights or any benefits upon persons
other than Gulfstream or Panda.

6. No change, amendment or modification of this LOI shall be valid or binding upon the
Partjes hereto unless such change, amendment or modification is in writing and duly executed by
the appropriately authorized representatives of all Parties herste.

7. No presumption shall operate in favor of or against any Party as a result of any
responsibility or role that any Party may have had in the drafting of this LOL.

8. Nothing contained in this LOI shall be construed as constituting a joint venture or
partnership between the Parties.

9. The failure of any Party to insist upon or enforce, in any instance, strict performance by
any other Party of any prevision or to exercise any right herein conferred shall not be construed as
a waiver or relinquishment to any extent of its right to assert or rely upon any such provision or
rights on any future occasion.

10. No oral agrezment of conversation with any officer, agent or employee of any Party,
either before or after the execution of this LOI, shall affect or modify any of the terms or obligations
hersin contained. This LOI constitutes the entire agreement between the Parties hereto and no
changes, altsrations or modifications hersof shall be effective unless in writing and signed by the
duly authorized representatives of the Parties.

11. All Parties must zive prior consent to the issuance of any press release, advertisement.
publicity material, prospectus, financial document or similar mater or to the participation in 2 media

interview which mentions or refers to the Precadent Agresment or this LOL

LY}
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IN WITNESS WHERECF, each of the Parties hereto has caused this LOI to be executed as

of the date and year written below, but effective as set forth hereinabove.

Panda Leesburg Power Partners, L.P.
By Panda Leesburg I, LLC

Tite: 1/ i Facwdent  froels
Date: #/Zz/ve

Gulfstream Natural Gas System, L.L.C.

) /o Babiuk & 2
Title: Senior Vice President SS
Date: April 20, 2000
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NON-BINDING LETTER OF INTENT

This Term Sheet outlines the principal terms and conditions of a proposed Precedent
Agreement between Guifstream Natural Gas System, L.L.C (*Gulfstream™ and Panda Leesburg
Power Partners, L.L.C. (“BLER™). This Term Sheet may be submitted as part of an application to
obtain a Certificate of Need from the Florida Public Servics Commission.

incipal Te
Type of Service: Firm Gas Transportation
Type of Contract: Precedent Agresment

Maximurmn Daily Quantity: 200,000 Dtb/day
W:thin 90 days of the plant in-service date PLPP may request a
decresse in the contracted capacity from 200,000 Dth/dav to a
quantity which shall be no less than 150,000 Dihv/day.
Maximumn Hourly Quantity: 5.0% of MDQ

Term: Twenty (20) years

Start Date: February 1, 2003 or such earlier dats as Guifstream is able to place
its facilities in service.

Recsipt Points: Master Recsipt Point List

AL receipt poinis constructed or added will be available to PLPP

Delivery Points: PLPP/Guifsiream Interconnect
Confidentiality: Neither party shall disclose to any third partizs, except for financial

advisors, Florida Public Service Commission (subject to FPSC confidentiality rules) and
consultants retained by PLPP for the purpose of evaluating and/or implemanting this transaction.
or make any public represenrations or announcements relating to this Term Shest, the pricing
contained in it, or the terms discussed, without the prior written consant of the other party.
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between

Noble Gas Marketing, Inc.
and
Panda Leesburg Power Partners, L.P.

This Letter of Intent ("LOI'") dated effective as of April . 2000, is executed by and
between Noble Gas Marketing, Inc. (“Noble™), whose mailing address is 350
Glenborough, Suite 180, Houston. TX 77067 and Panda Leesburg Power Partners, L.P.
(*“Panda"), whase mailing address 15 4100 Spring Valley, Suite 100!, Dallas, TX 75244,
This LOI sets forth the understanding between the Parties (as hersinafter defined) for the
pegotiation of an agreement for the supply of natural gas (“Gas Supply Agreement™).
Noble and Panda are herein referred to collectively as “Parties” and individually as
“Paﬂy_’.

1. The Parties hereby agree to cooperate until September 30, 2001, in good faith, to
negotiate and atternpt to finalize a definitive Gas Supply Agreement. Panda has set forth
its proposal for gas supply on the term sheet attached as Exhibit “A." Such terms are for
use in negotiations only andl neither party shall be bound to such terms unless and untif
execution and delivery of a final definitive Gas Supply Agreement.

2. The Parties shal' cooperate in the exchange of information reasonably required to be
exchanged for the regotiation and exccution of the Gas Supply Agreement. It is hereby
agreed that all such information shall be maintained in confidence by the receiving party.

3. This LO! will be effective from the execution hereof until the earlier of (i) the
execution of an Gas Supply Agreement that supersedss and replaces this LOI; or (ii)
September 30, 200L. In the even: the Gas Supply Agreement is not executed by the
Parties on or before September 30, 2001, this LOI shall terminate, and neither Party shall
have any obligation to the other hereunder.

4. No action, course of conduct or failure to act by Noble or Panda, prior to the
execution of a definitive Gas Supply Agreement, will give rise to or serve as a basis for
any obligation or other liability on the part of Noble or Panda. Any commitment or
agreement is subject to satisfactory negotiation and execution by September 30, 2001, of
a mutually acceptable defimitive agrecment, and the approval of Noble’s management and
Panda's management, and financial closing (with funding) of Panda’s L=esburg power
plant project.

5. This LOI shall be construed and interpreted under the laws of the State of Texas
(exclusive of any conflict of law provisions which would apply the law of another
jurisdiction), provided that any provision of such laws invalidating any provision of this
LOI or modifying the intent of Noble and Panda as expressed in the terms of this LOI,
shall pot apply. Neither Noble nor Panda shall be entitled to assign this LOI withour the

l
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other's prior written consent, which consent shall not be unreasonably withheld. This
LOI is for the benefit of Noble and Panda and is not intended nor shall it be construed to
confer any rights or any benefits upon persons other than Noble or Panda.

6. No change, amendment or modificarion of this LOI shall be valid or binding upen the
Parties hereto unless such change, amendment or modification is in writing and duly
executed by the appropriately authonized representatives of all Parties hereto.

7. No presumption shall operate in favor of or against any Party as a result of any
responsibility or role that any Party may have had in the drafting of this LOIL

8. Nothing contained in this LOI shall be construed as constituting a joint venture or
partnership between the Parties.

9. The failure of any Party to insist upon or enforce, in any instance, strict performance
by any other Party of any provisicn or to exercise any right herein conferred shall not be
construed as a waiver or relinquishment o any extent of its right to assert or rely upon
any such provision or rights on any future occasion.

[0. No oral agreement or conversation with any officer, agent or ¢mployee of any Party,
either before or after the execution of this LOI, shall affect or modify any of the terms or
obligations herein contained. This LOI constitutes the entire agreement betwesn the
Parties hereto and nio changes, alrerations or modifications hereof sball be effective unless
in writing and signed by the duly authorized representatives of the Parties.

11. Al Parties must give prior copsent to the issuance of any press release,
advertisement, publ.city material, prospectus, financial document or similar mater or ©
the participation in a media interview which mentions or refers o the Gas Supply
Agreement or this LOL

IN WITNESS WHEREOQF, each of the Parties hereto has caused this LOI to be executed
as of the date and year written below, but effective as set forth hereinabove.

Panda Leesburg Power Partners, L.P. Noble Gas Marketing, Inc.
By Panda Leesburg [, LLC
Its general partner 4

B%f&ég By:
Title: %HC’C' %:ﬁzsz é' Title: /9 BewT
Date: ‘f// 5/5"? Date: l{’ { 5}160

C windows\TEMMNobIz - !_eesburg LOI doc
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The Global Power Company

April 18, 2000

Mr. Bob Burleson

Noble Gas Marketing, Inc.
350 Glenborough

Suite 180

Houston, TX 77067

Re: Term Sheet for Firm Gas Supply Transactions
Dear Bob:

This Term Sheet outlines the principal terms and conditions of a proposed GISB Short Term
Natural Gas Purchase and Sale Agreement (“GISB”) between Noble Gas Marketing, Inc.
(“Noble”) and the Panda Midway Power Partners L.P. Project near Midway, Florida (“ PMPP")
and Panda Leesburg Power Partriers L.P. project near Leesburg, Florida (“PLPP”) (herein
referred to as the “Project”, “Projects” or “Buyer”) under which Supplier will sell natural gas
to the Projects on a firm basis. The Projects intend to use such gas for electric generation.

The Projects intend to execute a letter of intent with Supplier referencing this Term Sheet that
addresses the mutually agreeable terms as outlined below. This Term Sheet may be submitted as
part of an application to obtain a Certificate of Need from the Florida Public Service
Commission.

Principal Terms

Type of Service: Firm Gas Supply
Type of Contract: GISBE w/Special Conditions
Quantity: As negotiated on Transaction Confirmation

Maximum Daily Quantity: 100,000 MMBuw/d

Term: Two years initial, with evergreen provision and a Buyer’s right of

4100 Spring Valley Road, Suite 1001, Dallas, Texas 75244
PHONE - 972/980-7159 FAX - 972/980-6813
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The Global Power Company

first refusal for any proposed changes to the GISB or Special
Conditions requested by Supplier.

Start Date: Effective at the beginning of the Projects test gas period (“ Facility
Testing Date™), approximately October 1, 2002

Delivery Points: At the Supplier’s option, any of the following delivery points can
be used:
(A) PLPP/Gulfstream
(B) PMPP/Gulfstream
(C) PMPP/FGT

Buy Back Option: In the event either Project is unable to receive gas that was
comritted on any day, Buyer may request to (i) in the case of
Gulfstream deliveries, move the delivery point between the
Projects or (ii) sell the gas back to Supplier at a negotiated price

Price: As negotiated on Transaction Confirmation
Conditions Precedent: The following conditions precedent to the GISB shall exist:
(i) Project financing shall have been completed by November
1, 2001, and

(i)  The Gulfstream pipeline shall be constructed and in service -
by the Facility Testing Date.

Performance Obligation: Supplier shall have firm obligation to deliver quantities agreed to
in a Transaction Confirmation subject to the Cover Standard
selected in the GISB agreement which will apply to all non-
performance events except Force Majeure events. In the event of
Supplier’s failure to deliver firm gas, Supplier shall have the option
to: (a) pay the cost to cover replacement firm gas, (b) pay the cost
to cover replacement firm power, or (¢) supply reptacement firm
power,

Confidentiatity: Neither Supplier nor Buyer shall disclose to any third parties,
except for financial advisors, Florida Public Service Commission
(subject to FPSC confidentiality rules) and consultants retained by

4100 Spring Vailey Road, Suite 1801, Dallas, Texas 75244
PHONE - 972/980-7159  FAX - 972/980-6815
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Buyer for the purpose of evaluating and/or implementing this
transaction, or make any public representations or announcements
relating to this Term Sheet, the pricing contained in it, or the terms
discussed, without the prior approval of the other party.

Sincerely,

. L. Adams, Jr.
Vice President — Fuels

JLA/c

4100 Spring Vailey Road, Suite 1001, Dallas, Texas 75244
PHONE - 972/980-7159 FAX - 972/980-6815
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between

Koch Energy Trading, Inc.
and
Panda Leesburg Power Partners, L.P.

This Letter of Intent (“LOT") dated effective as of the Mday of A‘# , 2000, 1s

executed by and between Koch Energy Trading, Inc. (“KET"), located &t 20 E. Greenway
Piaza, Houston, Texas 77046 and Panda Leesburg Power Partners, L.P. (“Panda”),
whose mailing address is 4100 Spring Valley, Suite 1001, Dallas, TX 75244. This LOI
sets forth the understanding between the Parties (as hercinafter defined) for the
negotiation of an agreement for the supply of natural gas (“Gas Supply Agreement”).
KET and Panda are herein referred to collectively as *‘Parties” and individually as

“P m‘ty‘.”

1. The Parties hercby agrec to cooperate until September 30, 2001, in good faith,
to negotiate and attempt to finalize a definitive Gas Supply Agreement. Panda has set
forth its proposal for gas supply on the term sheet attached as Exhibit “A.”" Such teros
are for use in negotiations only and neither party shall be bound to such terms unless and
until execution and delivery of a final definitive Gas Supply Agreement.

2. The Parties shall cooperate in the exchange of information reasonably required
to be exchanged for the negotiation and execution of the Gas Supply Agreement. It is
hereby agreed that all such information shall be maintained in confidence by the
receiving party.

3. This LOI will be effective from the execution hereof until the earlier of (i) the
execution of an Gas Supply Agreement that supersedes and replaces this LOI; or (1)
Septerber 30, 2001. In the event the Gas Supply Agreement is not executed by the
Parties on or before September 30, 2001, this LOI shall terminate, and peither Party shall
have any obligation to the other hersunder.

4. No action, course of conduct or failure to act by KET or Panda, prior to the
execution of a definitive Gas Supply Agrecment, will give rise to or serve as a basis for
any obligation or other liability on the part of KET or Panda Any commitment or
agreement is subject to satisfactory negotiation and execution by September 30, 2001 of a
mutually acceptable definitive agreement, and the approval of KET's management and
Panda's management, and fimancial closing (with funding) of Panda’s Leesburg power
plant project. :

. 5. This LOI shall be construed and mtcrprcted under the laws of the State of
Texas (exclusive of any conflict of law provisions which would apply the law of another
jurisdiction), provided that any provision of such laws invalidating any provision of this
L.OI or modifying the intent of KET and Panda as expressed in the terms of this LOI,
shall not apply. Neither KET nor Panda shall be entitled to assign this LOI without the
other's prior wriftcn consent, which copsent shall not be unreasonably withbeld. This

1
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LOI is for the benefit of KET and Panda and is not intended nor shall it be construed to
confer any rights or any benefits upon persons other than KET or Panda.

6. No change, amendment or modification of this 1.OJ shall be valid or binding
upon the Parties hereto unless such change, amendment or modification is in writing and
duly executed by the appropriately authorized representatives of all Parties hereto.

7. No presurnption shall operate in favor of or against any Party as a result of any
responsibility or role that apy Party may have had in the drafting of this LOL

8. Nothing contained in this LOI shall be construcd as constituting a joint
venture or partnership between the Parfies.

9. The failure of any Party to insist upon or enforce, in any instance, strict
performance by any other Party of any provision or to exercise any right herein conferred
shall not be construed as a waiver or relinquishment to any extent of its right to assert or
rely upon any such provision or rights on any future occasion.

10. No oral agreement or conversation with any officer, agent or employee of any
Party, cithar before or after the execution of this LOJ, shall affect or modify any of the
terms or obligations herein contained. This LOI constitutes the entire agreement between
the Parties hereto and po changes, alterations or modifications hercof shall be effective
unless in writing and signed by the duly authorized representatives of the Parties.

11. All Parties must give prior consent to the issuance of any press release,
advertisement, publicity material, prospectus, financial document or similar matter or to
the participation in a media interview which mentions or refers to the Gas Supply
Agreement or this LOL

IN WITNESS WHEREOQF, each of the Parties hereto has caused this LOJ to be
executed as of the date and year written below, but effective as set forth hereinabove,

Panda Leesburg Power Partuers, L.P. Koch Energy Trading, Inc. ©
By Panda Leesburg I, LLC

Title: l/r M‘a'okj.d'_ﬂaﬁszf_@v W Title:_ Y. B, KET

Date: Zo Af’f 00 Datc-: (%M’ Z@,' Zovo
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April 18, 2000 XHIBIT “A
Mz, Chris Fischer
Koch Energy Trading, Inc.
20 East Greenway Plaza
Houston, TX 77046
Re: Term Sheet for Firm Gas Supply Transactions

Dear Chris:

This Term Sheet outlines the principal terms and conditions of a proposed GISB Short
Term Natural Gas Purchase and Sale Agreement (“GISB”) between Koch Energy
Trading, Inc. (“KET") and the Panda Midway Power Partners, L.L.C. Project near
Midway, Florida (“PMPP”) and Panda Leesburg Power Partners, L.L.C. project near
Leesburg, Florida (“PLPP”) (herein referred to as the “Project”, “Projects” or “Buyer”)
under which Supplier will sell natural gas to the Projects on a firm basis. The Projects
intend to use such gas for electric generation.

The Projects intend to execute 2 letter of intent with Supplier referencing this Term Sheet that
addresses the mutually agreeable torms as outlined below. This Term Sheet may be submitted as
part of an applicaion to obtain a Certificate of Need from the Florida Public Service
Commission. '

Principal Terms

Type of Service: Firm Gas Supply

Type of Contract: GISB w/Special Conditions

Quaz;iﬁty: As negotiated on Transaction Cordirmation

Maximura Daily Quantity: 100,000 MMBnvd

Term: Two years initial, with evergreen provision and a Buyer's right of

4100 Spring Valley Road, Suite 1001, Dallas, Texas 75244
PHONE - 572/980-7159 FAX - 972/980-6815
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first refusal for any proposed ¢hanges to the GISB or Special
Conditions requested by Supplicr.

Start Date: Effective at the beginning of the Projects test gas period
(“Facility Testing Date”), approximately October 1, 2002

Delivery Points: At the Supplier’s option, any of the following delivery points can
be used: i :
(A) PLPP/Gulfstream
- (B) PMPP/ Gulfstream
(C) PMPP/FGT

Buy Back Option: In the event either Project is. unable to receive gas that was
’ committed on any day, Buyer may request to (i} in the case of
Gulfstream deliveries, move the delivery point between the

Projects or (ii) sell the gas back to Supplier at a negotiated price

Price: As negotiated on Transaction Cdnﬁrmaﬁon
Conditions Precedent: . The following conditions precedent to the GISB shall
‘ exist: ;
()  Project financing shall have been completed by
November 1, 2001, and

(ii) The Gulfstream pipeline shall be constructed and in
service by the Facility Testing Date.

Performance Obligation: Supplier shall have firm obligation to deliver quantities agreed to
: in a Transaction Confirmation subject to the Cover Standard
selected in the GISB agreement which will apply to all non-
performance events except Force Majeure events. In the event of
Supplier’s failure to deliver firm gas, Supplier shall have the option
to: (a) pay the cost to cover replacement firm gas, (b) pay the cost
to cover replacement fimm power, or (c) supply replacement firm
power. .

Confidentiality: Neither Supplier nor Buyer sﬁall disclose to any third parties,
except for financial advisors, Florida Public Service Commission
(subject to FPSC confidentiality rules) and consultants retained by

4100 Spring Valley Road, Suite 1001, Dallas, Texas 75244
PHONE - 972/980-7159  FAX - 972/980-6815
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Buyer for the purpose of evaluating and/or implementing this
transaction, or make apy public representations or announcements
relating to this Term Sheet, the pricing contained in it, or the tcrms
discussed, without the prior approval of the other party.

Sincerely,

J.L. Adams, Jr,
Vice President — Fuels

‘ JLA/e

4100 Spring Valley Road, Suite 1001, Dallas, Texas 75244
PHONE - 972/980-7159 FAX - 972/980-6815
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LETTER OF INTENT
between

NUI Energy Brokers, Inc.
aund
Panda Leesburg Power Partaners, L.P.

This Letter of Intent (“LOT") dated effective as of April 20, 2000, is executed by and
between NUI Energy Brokers (“NUIEB”), whose mailing address is 550 Route 202-206,
Bedminster, New Jersey 07921 and Panda Leesburg Power Partners, L.P. (“Panda”),
whose mailing address is 4100 Spring Valley, Suite 1001, Dallas, TX 75244. This LOI
sets forth the understanding between the Parties (as hereinafter defined) for the
negatiation of an agreement for the supply of natural gas (“Gas Supply Agreement”), [CP]
and Panda are herein referred 1o collectively as “Parties” and individually as “Party.”

1. The Parties hereby agree to cooperate until September 30, 2001, in good faith, to
negotiate and attempt to finalize a definitive Gas Supply Agreement. Panda has set forth
its proposal for gas supply on the term sheet attached as Exhibit “A.” Such terms are for
use in negotiations only and neither party shall be bound to such terms unless and until
execution and delivery of a final definitive Gas Supply Agreement.

2. The Parties shall cooperat: in the exchange of information reasonably required to be
exchanged for the negotiation and execution of the Gas Supply Agreement. It is hereby
agreed that all such information shall be maintained in coafidence by Parties in accordanes
with and subject to the Confidentiality Agreement between the Parties dated April 14,
2000.

3. This LOI will be effective from the execution hereof until the earlier of (i) the
execution of an Gas Supply Agreement that supersedes and replaces this LOI; or (ii)
September 30, 2001. In the event the Gas Supply Agreement is not executed by the
Parties on or before September 30, 2001, this LOI shall terminate, and neither Party shall
have any obligation to the other hereunder.

4. No action, course of conduct or fajlure to act by NUIEB or Panda, prior to the
execution of 2 definitive Gas Supply Agraement, will give rise to or serve as a basis for
any obligation or other liability on the part of NUIEB or Panda. Any commitment or
agreement i3 subject 1o satisfactory negotiation and execution by {drop dead date] of a
mutually acceptable definitive agreement, and the approval of NUIEB's management and
Panda's management, and financial closing (with funding) of Panda’s Leesburg power
plant project.

5. This LOI shall be construcd and interpreted under the laws of the State of Texas
- (exclusive of any conflict of law provisions which would apply the law of another
jurisdiction), provided that any provision of such laws invalidating any provision of this
LOI or modifying the irtent of NUIEB and Panda as expressed in the terms of this LOL
shall not apply. Neither NUIEB nor Panda shall be entitled to assign this LOI without the

1
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other's prior written consent, which consent shall not be unreasonably withheld. This LOI
is for the benefit of NUIEB and Panda and is not intended nor shall it be construed to
confer any rights or any benefits upon persons other than NUIEB or Panda.

6. No change, amendment or modification of this LOI shall be valid or binding upon the
Parties hereto unless such change, amendment or modification is in writing and duly
executed by the appropriately autherized representarives of all Parties hereto.

7. No presumption shall operate in favor of or against any Party as = result of any
responsibility or role that any Party may have had in the drafting of this LOL

8. Nothing contained in this LOI shall be construed as constituting a joint venture or
partnership between the Parties.

9. The failure of any Party to insist upon or enforee, in any instance, strict performance by
any other Party of any provision or to exerciss any right herein conferred shall not be
construed as a waiver or relinguishment to any extent of its right to assert or rely upon any

such provision or rights on eny future occasion.

10. No oral agreement or conversation with any officer, agent or employee of any Party,
either befare or after the execution of this LOL shall affect or modify any of the terms or
obligations herein contained. This LOI constitutes the entire agreement between the
Partics hereto and no changes, alterations or modifications hereof shall be effective unless in
writing and signed by the duly atthorized representatives of the Parties.

11. All Parties must give prior consent to the issuance of any press release, advertisement,
publicity material, prospectus, fnancial document or similar matter or to the participation
in 2 media interview which mentions or refers to the Gas Supply Agreement or this LOI.

IN WITNESS WHEREQOF, each of the Parties hereto has caused this LOI to be executed
as of the date and year written helow, but effective as set forth hercinabove.

Panda Leesburg Power Partners, L.P. NUIEB Energy Brokers, Inc.
- By Panda Leesburg I, LLC
Its gencral partner

o5 25 i oy, A Bernild 1t
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PANDAEN__— " _ _

INTERNATIONAL, INC.
The Global Power Company

EXHIBIT A

April 18, 2000

Mr. Peter Gross

NUI Energy Brokers

Re: Term Sheet for Firm Gas Supply Transactions

Dear Peter:

This Term Sheet outlines the principal terms and conditions of a propesed GISB Short
Term Natural Gas Purchase and Sale Agreement (“GISB”) between NUI Energy
Brokers (“NUT”) and the Panda Midway Power Partners, L.L.C. Project near Midway,
Florida (“PMPP”) and Panda Leesburg Power Partners, L.L.C. project near Leesburg,
Florida (“PLPP”) (herein referred to as the “Project”, “Projects” or “Buyer”) under
which Supplier will sell natural gas to the Projects on a firm basis. The Projects intend
to use such gas for electric generation.

The Projects intend to execute a letter of intent with Supplier referencing this Term Sheet that

addresses the mutually agreeable terms as outlined below. This Term Sheet may be submitted as
part of an application to obtain a Certificate of Need from the Florida Public Service Commission,

Principal Terms

Type of Service: Firm Gas Supply
Type of Contract: GISB w/5pecial Conditions
Quantity: As riegotiated on Transaction Confirmation

Maximum Daily Quantity: 100,000 MMBtu/d

Term: Two years initial, with evergreen provision and 2 Buyer's right of
first refusal for any proposed changes to the GISB or Special

4100 Spring Valley Road, Saite 1001, Dallas, Texas 75244
PHONE - $72/880-7159  FAX - 972/560-6615
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Conditions requested by Supplier.
Start Date: Effective at the beginning of the Projects test gas period
(“Facility Testing Date”), approximately October 1, 2002
Delivery Points: At the Supplier’s option, any of the following delivery points can be
used:
(A) PLPP/Gulfstream
(B) PMPP/Gulfstream
(C) PMPP/FGT
Buy Back Option: In the event either Project is unabiz to receive gas that was

committed on any day, Buyer may request to (i) in the case of
Gulifstream deliveries, move the delivery point between the Projects
or (ii) scll the gas back to Supplier at a negotiated price

Price: As negotiated on Transaction Confirmation
Conditions Precedent The following conditions precedent to the GISB shall
exis(z
(i)  Project financing shall have been completed by
November 1, 2001, and

(i) The Gulfstream pipeline shall be constructed and in
service by the Facility Testing Date.

Performance Obligation: Supplier shall have fiom obligation to deliver quantities agreed to in
a Transaction Confirmation subject to the Cover Standard selected
in the GISB agreement which will apply to all non-performance
even!s except Force Majeure events. In the evert of Supplier’s
failure to deliver firm gas, Supplier shall have the optien to: (a) pay
the ¢ost to cover replacement firm gas, (b) pay the cost to cover
replacement firm power, or (c) supply replacement finm power.

4100 Spring Valley Road, Suite 1001, Dallas, Texas 75244
PHONE - 977/960-7158  FAX - 972/880.6515
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Confidentiality: Neither Supplier nor Buyer shall disclose to any third parties,
except for financial advisors, Florida Public Service Commission
(subject to FPSC confidentiality rules) and consultants retained by
Buyer for the purpose of cvaluating and/or implementing this
transaction, or meke any public representations or announcements
relating to this Term Sheet, the pricing contained i it, or the terms
discussad, without the prior approval of the other party.

Sincerely,

R abnr

Vice President — Fuels

JLANe

4100 Spring Valley Road, Suite 1001, Dallas, Texas 75244
PHONE - 872/580-7159 FAX - 972/980-5815
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EXECUTIVE SUMMARY

Pace Global Energy Services (“Pace”) performed an independent review of the reasonableness of
two fuel plans within the context of the regional spot and long term natural gas markets and in
light of Panda’s electricity marketing expectations. The fuel plans concern two 1,000 MW, gas-
[ired power generation units to be located near Midway, FL (the “Midway Project”) and
Leesburg, FL (the “Leesburg Project”) (together referred to as the “Projects™). The Projects are
under development by Panda Leesburg Power Partners, L.P. and Panda Midway Power Partners,
L.P. (“Panda”).

FINDINGS
Summary

Based on Pace’s gas market analysis, it is Pace’s opinion that Panda’s fuel plans provide a
reasonable and reliable approach to fuel procurement. The plans exploit the expected increase in
gas availability so as to hold the prospect of reliable, economical, efficient fuel procurement
matched with the dispatch cxpectations of the Proiccts, as developed by R.W. Beck and other gas
market and power dispatch developments.

Natural Gas Markets

Pace finds the following to be key fundamentals indicating the reliability and availability of
natural gas supply and pipeline transportation capacity relevant to the Florida market:

Supply

e Natural gas supply is abundant and readily available in the producing basins that feed the
pipeline system(s) serving the Florida market; namely Onshore Gulf Coast, Offshore Gulf
Coast, and East Texas.

e Numerous reputable, investment grade producers and natural gas marketers scll firm supply
and other value added services, such as volume flexibility and price hedging, in the Mobile
Bay and at FGT's Zone 1, Zone 2, and Zone 3 pools.

e A highly interconnected natural gas pipeline grid in the Gulf producing region can provide
supplemental supply at market based prices to replace supply lost to force majeure.

e There is a general consensus among reputable gas forecasters that national natural gas
resources exist to supply the current 22 Tcf/year domestic market for just over 50 years.

e On a national level, industry forecasters expect the growth in productive capacity to maintain
a balance with the growth in expected demand on both a national and regional level.
Regional balances are maintained through the development and interconnectivity of the
natural gas pipeline grid.

1 C T T Brovnless Bxpet Teslimeny 042006
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Daily liquidity for supply in the Mobile Bay and at FGT’s Zone 1, Zone 2 and Zone 3 supply
pools as well as interconnects with other highly liquid interstate pipeline systems is high
relative to the Projects’ expected swing requirements.

Transportation

¢ According to the Department of Transportation Office of Pipeline Safety natural gas
pipelines constitute the safest method of energy transmission. Advances technology such as
more efficient information/communication technology, smart pigs, and pipeline materials,
will continue to improve the safety and reliability of natural gas pipeline operations and
transportation services.

* FGT is in constant compliance with the guidelines of the Department of Transportation’s
Office of Pipeline Safety, which oversees Federal standards relating to the construction,
maintenance and repair of pipeline systems. Therefore, it is reasonable to assume that
continued compliance will result in high levels of reliability. Pace expects a similar level of
compliance to the Department of Transportation’s Office of Pipeline Safety guidelines from
the planned Gulfstream and Buccaneer pipeline systems. These projects are being developed
by leading pipeline companies with existing facilities with long records of highly reliable
service.

e The nature of contracts for transportation service is the primary determinant of gas reliability
in the gas market, as confirmed by the Interstate Natural Gas Association of America
(“INGAA™).

e The primary and secondary transportation markets are orderly and competitive and the
availability and reliability of transportation capacity is ultimately a function of price.

¢ The pipeline industry 1s considered very responsive to the needs and growth of natural gas
consumers. For example, Gulfstream Natural Gas System (“Gulfstream”) is already
considering a Phase 2 expansion by extending its pipeline system to connect with new
consumers and increasing compression. Florida Gas Transmission (“FGT"), through a
slightly more complicated combination of looping and additional compression is expected to
continue to provide additional capacity to scrve growing markets. Phase V on FGT includes
installment of 42 inch pipeline loops that are substantially oversized relevant to Phase V near
term firm requirements, enabling efficient future expansions.

» Due to the large number of expected capacity expansions (totaling between 1.8 — 2.7 Bcef/d)
over the next three years in Florida and forecasts for aggregate consumption growth, Pace
expects to see an excess of primary pipeline capacity beginning in 2001 (see Exhibit 1)."

» FERC may issue preliminary dctcrminations on thc non-environmental aspects of the
Buccaneer and Gulfstream pipelines at its hearing on April 25, 2000.

' EIA Form 176 data used to obtain historical gas demand by sector, with adjustments to power generation figures,
Projected gas consumption for the power generation sector obtained from Pace modeling. Forecasts of gas
consumption for the non-power sectors were developed in consultation with Florida Public Service Commission
natural gas staff. The electricity-related demand is consistent with the 7999 Regional Load and Resource Plan.
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8 The Midway project is in effect facilitating the development of competitive alternatives to
FGT for transportation service, which will ultimately reduce the cost of transportation service
and benefit the Florida power consumers.

Exhibit 1: Projected Pipeline Capacity Supply and Demand Balance in Florida
5000 — - : . ; .
Gulfstream & Excess
Buccanear Deliverability
4,500 Expansions \
4,000 Fls e s s A e e e e e S e e
Gulfstream
S ead Expansion 5
3,000 -
FGT Phase V //+
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;ﬁ 2,500 ‘
= FGT Phase IV
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2,000 w
1,500
e—X Fuel
Switchi
1,000 +’//F witching
500
0 —— . : - . . . e

1988 1989 2000 2001 2002 2003 2004 2005 2006 2007 2008 2008 2010 2011 2012 2013 2014 2015

'+Pea( Summer Day Demand _:X_A\.erage Day Demand —— Average Winter Day Cemand

—m—Planned Pipeline Capacity —g—Expected Pipeline Capacity

Source: Pace

e Pace expects increasing availability of secondary pipeline capacity resulting from (i)
Florida’s growing seasonal demand profile, (ii) efficient allocation of existing capacity
through capacity release or other bundled transactions, (iii) active marketing of excess
capacity by Gulfstream and FGT.

e Availability of delivered gas supplies and transportation under short-term transactions will
substantially increase in Florida as the total deliverability of the gas infrastructure increases
to meet the increased demand for power generation. As a corollary to this development,
delivered gas and pipeline transportation will be available at market-clearing prices.

Fuel Plans

Based on Pace’s review of documents provided by Panda and Panda’s explanation of its fuel
plans, Pace finds the following to be the key elements associated with the plans:

’% Brownless Expert Testimony 042000
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Interconnections with Guifstream (and in the case of Midway an additional connection with
FGT.)

Short-term spot firm natural gas supply transactions with producers and marketers in the
Mobile Bay region for supply into Gulfstream and FGT and additional producers and
marketers for supply in FGT's Zone 2 (Louisiana) and Zone 1 (Texas). The price and
volume terms of the supply agreements will be agreed to al the time of the transaction and
will be tied to the generation commitments provided in the power sales agreements,

20-year firm transportation (“FT”) agreements for 100 percent of the Project’s peak day
natural gas requirement, which is defined as the fuel required to power the Project at 100%
capacity for all 24 hours of a single day. Panda represents that the peak day natural gas
requirement is 172,488 MMBtu/d.

Panda has the right and the intention of turning back a portion of its Gulfstream FT in favor
of more economic and equally reliable alternative fuel delivery arrangements for the benefit
of the Florida power consumers and the Midway Project. However, Panda does not intend to
reduce the FT volumes below 75% of its peak day requirement.

4 . Bruwnless Frpert Teslimeny De 2000
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GAS SUPPLY AND DEMAND ASSESSMENT

Orderly and competitive markets for natural gas supply exist in the U.S. that allow commodity
prices to balance consumption with demand. Furthermore, the existence of abundant potential
natural gas reserves and continnously improving technologies will allow the natural gas
commodity market to maintain a relatively constant equilibrium price in real terms.

To support these conclusions, the remainder of this section provides our research and analysis
pertaining to the following:

e Fundamental Drivers Affecting Natural Gas Supply and Demand Balances.
e Florida Supply and Demand Balance.

e Natural Gas Regulatory and Market Structurcs.

e Comparison of Industry Fundamental Forecasts.

FUNDAMENTAL DRIVERS

Supply

North America has substantial potential natural gas resources. For example, estimates of the
total technically recoverable natural gas resource base in North America approach 1,500 trillion
cubic feet (“TCF”).” Natural gas reserves are located throughout North America, however, much
of the incremental gas supply needed to fuel the 30 TCF gas market will depend on increased
drilling in the Western Canadian Sedimentary Basin, the development of coalbed methane
resources in the Rockies, and a greater reliance on development of deepwater gas plays in the
Gulf of Mexico region.

The U.S. has potentially abundant natural gas rcsources that can be targeted for future
exploration and development. In fact, the National Petroleum Council concluded in a recent
study that, “Sufficient resources exist to meet growing demand well into the 21% ccntury.“3
Conditions underpinning the existence of an abundant, reliable supply of gas in the U.S. consist
of the following:

e Total potential natural gas resources in the U.S. are estimated to exceed 1,037 TCE' The
estimated potential resources in the U.S. can satisfy current demand levels for over 50 years.

e Continuos improvements in tcchnology and business practices affecting upstream operations
will permit the producing sector to access the potential resource base at a rate consistent with

? The stated volume represents the sum of North American estimates of undiscovered resources in conventional
reservoirs, continuous-type resources, and the expected proved nltimate recovery appreciation in known fields.

3 “Natural Gas: Meeting the Challenges of the Nation’s Growing Natural Gas Demand,” National Petroleum
Council, December 15, 1999.

* “Potential Supply of Natural Gas in the United States — 1998.”, Potential Gas Committee,
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the required production growth to maintain constant proved reserves-to-production ratios
(“R/P Ratio”).

o The U.S. currently has enough proved reserves to supply current demand for approximately
nine years (i.c., the U.S. has a current R/P ratio of 9 years) (see Exhibit 2).

Exhibit 2: Natural Gas Production and Proved Reserves, 1998
Supply Region Resz:\?::c(’T of) Pro(c_irl.;)tlon R/P Ratio
Lower 48 154 1 18.2 8.5
Total U.S. 164.0 18.7 8.8
Total North America 2246 24.5 9.2

Source: BEIA and Siatistics Canada
Source: EIA, Canadian Association of Petroleum Producers and Statistics Canada

The Florida market is served primarily from production in the Gulf Coast, Rio Grande, East
Texas and Mississippi Basins (“Relevant Producing Region”) (see Exhibit 3). The fundamentals
pertaining to these production regions are similar to the national level fundamentals, however,
display slightly different characteristics that are unique to the region.

5 lack Warriar Basin

Exhibit 3: Relevant Production Basins

Arkoma Basi

Gulf Coast Salt Dome Basin :

Source: RDI and Pace
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The fundamentals supporting an orderly and competitive supply market in the Relevant
Producing Region are as follows:

e The Relevant Producing Region is the dominant production region in the U.S.
e The potential resource base of the Relevant Producing Region is 229 TCF, as shown in
Exhibit 4. Potential resources are split evenly between on-shore and offshore regions.

Exhibit 4: Potential Resource Base for the Relevant Producing Region
o Resource Base

Category (Tef)

QOnshore, 0-15,000 feet 60,155
Onshore, 15,000-30,000 feet 46,665
Onshore Subtotal 106,820
Offshore, 0-200 meters 45 470
Oftshore, 200-1000 meters 25,540
Cfisheore, » 1000 meters 50,700
Offshore Subtotal 121,710
Grand Total for Guif Coast Area 228,530

Source: Potential Gas Commitiee

e Proved reserves in the Relevant Producing Region exceeded 63 TCF in 1998. The Relevant
Producing Region supplies almast S0 percent of total U.S. production or 10 TCF.

e R/P ratios will be maintained at current levels reflecting the preference for the producing
sector to maintain low inventories 10 conserve costs.

Exhibit 5: Production and Proved Reserves for the Relevant Producing Region, 1998
Proved .
Supply Region Reserves Pro(c.irt:;)tlon R/P Ratio
(Tef)

Gulf Coast Offshore 316 5.4 5.8

Gulf Coast Onshore 20.8 3.4 6.2

Total Gulf Coast 524 8.8 6.0

East Texas 10.8 1.2 B.9
Source: 1A

o Significant exploration activity is cxpected to continue in the Gulf Coast supply arcas
because of innovations such as horizontal drilling, multilateral completions, and optimization
of well locations via 3-D seismic or monitoring-while-drilling.

7 . Rirownloss Fitpert Trstimury 42000




PACE l Global Energy Services

e Production gas, which is ultimately the commodity that is purchased at liquid trading points
and pools, is considered a highly reliable supply source. The service level specified in the
gas purchase agreements actually determines the reliability of supply specific to a buyer and
firm supply is considered highly reliable subject only to force majeure events.

¢ Gulfstream, Buccaneer and FGT Phase V expansions all primarily access the Mobile Bay
portion of the Gulf Coast Basin. Current productive capacity in the Mobile Bay exceeds 3.6
Bef/d based on the aggregate capacitiecs of Dauphin Island, Destin, Transco,
Exxon/Mobil/Shell, and Chandeleur,

¢ Gulfstream and Buccaneer plan to interconnect with multiple gas processing facilities and
pipelines in Mobile Bay. This will provide access to up to 2.2 Bef/d (approximately twice
the projected capacity of the pipeline) of Mobile Bay supply at market based rates through
the following pipelines and processing plants: Destin (600 MMcf/d), the Williams Plant (300
MMcf/d), Dauhpin Island pipeline and plant (800 MMcf/d), Koch-Gateway (250 MMcf/d),
and the Mary Ann Plant (150 MMcf/d). FGT has access to up to 1.1 Bef/d of Mobile Bay
gas through interconnects with Transco, Destin, and Koch-Gateway (“Koch™).

¢ Gas production at Mobile Bay has increased markedly since 1991 (see Exhibit 6).

8 o Bruwn.eas Faperl Trsiumany 14 20601
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Exhibit 6: Recent Mobile Bay Offshore Production History

Operator{s)Formalion 1997 7832 18293 199¢ 1895 1896 1997 1998

Southeast Mobile Bay

Mobil/Miocane

Lower Mobile Bay - Mary Ann

Mobil/Norphist 29,192,297 29620186 31,499316 31,287 756 34,103,756 36,703,648 45814387 38,416,907
Fairway Sheli/Norphist 3,383,308 62720015 B5645177 63978449 4996471t 43537117 36731,030 30,856,305
North Dauphin Island Calion

Offshore {ARCO)Miocene 205515 18300088 15876,095 11,128,113  72367,065 3,767477 2134370 1,130,972

Northwast Dauphin Isiand

Offshore Group

{ARCO)Miccens 614328 928,083 1,974,763 1,209,936 895810 557,501 545,589

State 168/Federal 821 Unlt

Sheil (B.P.)Norphist 668,921 780,375 463,567 415,972 311,851 418,997 224,044
Northwest Guif-Mobile Area

Exxon/Nomhiat 11,761,085 58853353 52219842 46669562 58,074,595 64,264,328
Beon Sacour Ray

Exxen/Nomh|at 3,323,340 25675381 33,704,104 38564999 38670887 37,087,894
North Cantral Gutt-Mobtiie Area

Ewxon/Narphiet 1,719,004 31947307 32150467 31888950 28269814 42765970
Scouth Dauphin Island Scana

{O.E.D.C Wiocene 569,502 3544548 2617747 1,493 581 698,559 399,587
Northeast Petit Bois Pass

Offshore Group/Miocene 54,481 63,850 1,167,330 535,627 380,813
East Mississippi Sound Legacy

ResourcesMiocena 122 268 1,814,506 79,688

Goose Bayou Legacy

RasourcesMiocens 118,071 1,334,098 61,434

State 108/Federal 820 Unit

Chevroh/Norphlset 56,113 362208 2,625,635
Aloe Bay Mobil/Norphlet 3497791 3,956,541

South Pelican Island

ExxonMiccens 331,816
Saxon Bay Legacy

Resources/Miocene 726,430
Tatal 32,781,121 112,923.538 132,121,977 230,218,198 214,057.799 210,210,042 215 946,698 223212681

Source: U.8. MMS, Augusl 1999

e The potential exists to link production in the portion of the Gulf Coast Basin that is west of
Mobile Bay, thus supplementing existing production and offering competitive alternatives.

¢ Daily liquidity for supply in the Mobile Bay and at FGT's Zone 1, Zone 2 and Zone 3 supply
pools as well as interconnccts with other highly liquid interstate pipeline systems is high
relative 1o the Projects’ expected swing requirements.

» The development of a new liquid trading point at the receipt points of the Buccaneer or
Gulfstream systems is highly likely.

* Liquefied natural gas ("LNG”) augments domestic production gas. Although its contribution
to the aggregate supply of gas in the U.S. is expected to remain small, LNG is expected to
grow significantly during the next 20 years and LNG may be an important potential source of
regional, short-term gas supply. According to the Encrgy Information Administration
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(“EIA"™), LNG imports have grown at a rate of 7.2 percent a year or from 0.07 TCF in 1998
to and estimated 0.39 TCF in 2000.

Demand

U.S. natural gas consumption across all sectors is about 22 TCF per year (see Exhibit 7).
Industrial sector gas consumption has dwarfed all other sectors, representing about 44 percent of
total U.S. gas demand historically. Currently, the power and commercial sectors both represent
about 16 percent of U.S. gas demand while the residential sector comprises the remaining 24
percent of the market.

Exhibit 7: Historical Gas Consumption by Sector in the U.S., 1995-1999

25,000,000 —— — —
15,000,000

G

=
10,000,000
5,000,000

1995 1996 1997 1998 1999
!.Residential B Commercial Oindustrial B Utility ® | ease and Plant Fuel |
Source: EIA

A general consensus exists among forecasters that aggregate U.S. natural gas consumption will
increase significantly during the next 20 years. For example, under reference case assumptions
EIA projects total natural gas demand of 30 TCF per year by 2020 (see Exhibit 8). All sectors
exhibit demand growth.®

® Expansion of the Distrigas facility in Everret, MA, reactivation of the Elba Island facility, and recently announced
contracts for cargoes through CMS Trunkline LNG’s Lake Charles facility are indicative of the potential growth of
LNG imports in the U.S.

© Annual Energy Outlook 2000, Reference Case, EIA.
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Exhibit 8: Projected Growth in U.S. Natural Gas Demand
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Source: EIA, Annual Energy Qutlook 2000

However, as depicted in Exhibit 9, nearly 50 percent of the growth in gas demand is likely to
come from the power generation sector. Factors accounting for the projected growth in gas-fired
power generation consist of the following:

Robust economic growth.

Retirements of nuclear power plants and oil steam units.’

Displacement of less efficient power plants, including gas units.

Favorable capital costs, construction lead times, staffing requirements, modularity, and
efficiencies compared to alternative types of generating plants.

Environmental policies that favor natural gas usage.

® & 0 O

7 According to the American Gas Association, if no operating licenses are extended for nuclear
units, nuclear generating capacity would be cut in half by 2020.
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Exhibit 9: Distribution of Future Growth in Gas Demand by Sector

Industrial
23%

Electricity Generation |
47% !

Commercial
11%

Residential
19%

Source: EIA, Annual Energy Outlook 2000

Historically, about two-thirds of total gas consumption in Florida has been from the power
generation sector. Pace expects the dominance of the power generation sector to continue in
Florida. In fact, natural gas consumed by power generators may account for nearly one TCF per
year or 83 percent of total Florida demand by 2010 (see Exhibit 10). The majority of
incremental gas demand will come from the power generation during the next decade.®

¥ Pace’s outlook for residential, commercial, and industrial natural gas consumption is based on discussions with
Florida Public Service Commission gas staff and other reported trends for South Atlantic growth in these sectors,
The power sector is derived from an electricity demand forecast consistent with the 7999 Regional Load and
Resource Plan prepared by...the Florida Reliability Coordinating Council (“FRCC™).
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Exhibit 10: Florida Natural Gas Demand Forecast by Sector
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FLORIDA SUPPLY AND DEMAND BALANCE

Pace’s outlook for the natural gas supply and demand balances in Florida is shown in Exhibit 11.
Pace’s analysis of the overall gas balance in Florida is based on the following:

e Demand for the non-power sectors is derived from information contained in Form EIA-176.°
Pace stripped the non-utility generation data from the commercial and industrial sectors
incorporated it into its independent estimate of total power generation demand.

e Residential, commercial and industrial demand growth rates were derived from discussions
with natural gas staff at the FPSC and Pace's analysis of Florida natural gas historical
consumption trends.

e The outlook for power sector consumption was determined by modeling fuel consumption
using electricity demand estimates consistent with the 1999 Regional Load and Resource
Plan starting in year 2000. Actual power generation consumption, as reported by EIA, were
used for 1998 and 1999.

e Historical peak day deliverability on FGT, South Georgia Pipeline, and Southern Natural
Gas represents gas supply into Florida. About 2.7 Bcef/d of new summer peak gas
deliverability into Florida is currently planned.m The supply outlook is determined by

? Form EIA-176 contains information on natural gas deliveries to end users by sector.
' Estimate based on Pace’s review of applications submitted by developers to FERC.
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phasing in FGT’s Phase IV (2001) and Phase V (2002) projects along with potential
throughput from the Buccaneer (2003) and Gulfstream (2003) offshore pipelines.

Because of the lack of local production and market area storage, Pace assumes that Florida
gas supply is equivalent to interstate gas pipeline deliverability into the state.

Exhibit 11: Projected Supply and Demand Balance in Florida
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Given Pace’s projection of total gas demand in Florida, excess pipeline capacity may be
available between 2003 to 2013, if all currently planned pipeline capacity goes into service.
More specifically, Pace finds that:

e For peak day summer requirements, the gas supply and demand balance will remain tight
until 2003 when proposed offshore pipeline projects are planned to come on line.

o Construction of the Gulfstream pipeline (referred to as expected gas pipeline capacity above)
will result in excess gas deliverability between 2003 and 2008, even on peak summer day.

o [Excess gas deliverability exists from 2003 to 2013 if both Gulfstream and Buccaneer
pipelines are built.
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» Potential excess gas deliverability is even higher when viewed on an average annual basis.
For example, average annual demands for gas are about 500 — 1,000 MMcf/d less than peak
day gas demand between 2000 and 2015.

REGULATORY AND MARKET STRUCTURE

A highly liquid, competitive market for natural gas has devcloped in the United States during the
past two decades because of a series of Federal regulatory and legislative initiatives resulting in
wellhead decontrol, open access transportation, and the unbundling of pipeline sales from the
transportation function. Action at the State-level complimented Federal regulatory initiatives
and enabled end users to exerciss much greater latitude in purchasing their own gas and
transporting that gas over LDC and interstate systems. Lower natural gas prices and a more
efficient gas grid have developed as a result of these actions.

Increasing numbers of buyers, sellers, and transaction volumes have deepencd the competitive
nature of the market. Natural gas is now a traded commodity with daily and even hourly
transactions involving a multitude of different buyers, sellers, and resellers. A liquid futures
market and other hedging and forward-trading instruments compliment physical trading.
Because of these factors, together with the active trading of natural gas pipeline capacity, gas
buyers have many options by which to purchase gas anywhere from the weilhead to the
burnertip.

With prices free to move to balance supply and demand and with gas demand being sensitive to
changing weather conditions, daily gas prices developed a high degree of volatility. This created
a demand for financial trading mechanisms and, in 1990, the NYMEX gas futures contract began
trading, complementing the various over-the-counter risk management mechanisms already in
use. The futures market has expanded, with open interest of over 100,000 contracts, representing
one billion MMBtu."

Pace expects that a substantial portion of the gas market will continue to be traded under short-
term arrangements. By the late 1980’s, 80 percent of gas was flowing through the short-term
markel as gas utilities and industrials jumped at the new possibility of buying gas from producers
at relatively low monthly “spot” or monthly contract index prices rather than acquiring bundled
services at the traditional pipeline sales rate. Over time, the amount of gas sold under short-term
contracts decreased and has now stabilized at approximately 25-35 percent of consumption.
Pace believes this percentage represents a long-term pattern reflecting the tendency for many end
users to segment supply arrangements into a portfolio with varying terms.

In summary, the following factors underpin the orderly and competitive market for natural gas
commodity.

*! One contract = 10,000 MMRtu.
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Robust wholesale markets for gas exist as evidenced by the development of liquid trading

points and market centers (see Exhibit 12). Market centers facilitate trade by:

o Bringing together large numbers of buyers and sellers.

¢ Improving price transparency and discovery.

e Facilitating short-term balancing.

* New financial instruments have been created to assist end users in managing risk; open
interest for NYMEX futures contracts exceeds 100,000 contracts.

o Integration of gas and clectric markets is leading to greater competition among energy
service providers."?

e Enhanced electronic communication between pipelines and shippers, development of more

standardized business practices (i.e., the Gas Industry Standards Board), and the nascent

provision of eCommerce gas market services.

Exhibit 12: North American Market Centers and Liquid Trading Points

Source: EIA, RDI, Pace

2 Total U.S. gas consumption is expected to increase from 22 trillion cubic feet in 1997 to over 30 trillion cubic feet
by 2010, driven primarily by 4.5 percent annual growth in gas-fired power sector consumption.
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FORECAST COMPARISONS

A general consensus exists among most natural gas forecasters that the supply of natural gas is
likcly to grow significantly during the next 15 years.

As shown in Exhibit 13, most forecasters project nearly 2 percent annual growth in U.S. gas
production and 3 percent annual growth in Canadian gas imports during the next 15 years. Most
of the incremental gas supplies are intended to fuel power generation requirements, which are
generally expected to grow about 5 percent per year over this same period.

Exhibit 13: Comparative Gas Forecasts

Pace | WEFA | GRI EIA DRi AGA |
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Power Gen. 5.7% 57% 4 6% 56% 4.5% 4. 3%
Gas Demand

Similarly, Pace finds that most entitics that report on the likely size of potential gas resources in
the U.S. estimate a total resource base in excess of 1,000 Bef. In its latest analysis of U.S.
potential gas supplies, the leading independent organization responsible for assessing U.S.
resource base, the Potential Gas Committee (“PGC”), stated that cven with moderate growth in
demand, technological improvements will continue to foster gas recovery rates and it expects
that reserves replacement will continue at a high level."”” Comparisons of resource base estimates
are presented in Exhibit 14.

Exhibit 14: Comparative Resource Base Assessments

Resource/Category GRI GRI NPC NPC Potential  USGS

Current Advanced Current Advanced Gas MMS

1998 1898 Committee  1995-

1699 1896
Total Conventional Resources 1384 1466 516 581 895 786
Total Unconventional Resources 567 747 383 576 141 358
Total Lower 48 States 1455 1670 756 986 785 918
Total Alaska 496 543 143 171 251 226
Total United States 1951 2213 899 1157 1036 1144

B potential Suppiy of Natural Gas in the United States, Potential Gas Committee, Colorado Schoo! of Mines, March
1999,
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NATURAL GAS TRANSPORTATION ASSESSMENT

Interstate natural gas transportation service has been extremely reliable in Florida and throughout
the rest of the North American gas grid during the past 15 years. Numerous factors account for
this reliability (e.g., supply diversily, gas indusiry restructuring, increasing competitive forces,
technological developments, new contractual arrangements, etc.).

Pace finds the following is support that an orderly, competitive market exists for reliable natural
gas transportation services in the U.S.

Natural gas transportation services throughout North America are highly reliable; force
majeure events significantly affecting mainline throughput are rare.

The reliability of natural gas transportation since the implementation of FERC Order 636 is
largely a function of the quality or the type and level of service contracted by the shipper;
customers buy the quality of service they need.

Additional capacity will be developed when the market demands it.

Currently nearly 2.7 Bef of incremental capacity is planned in Florida from 2001 - 2003.
Pace expects that approximately 1.8 Bef/d of new pipeline capacity will be constructed by
2003.

Beyond the current announced projects; additional capacity can be added to the Peninsula
under FGT Phase VI and VII or by adding compression to either of the offshore pipeline
options likely to be built,

According to the INGAA, substantial investments in pipeline ca?acity will be made during
the next 10 years to ensure the development of a 30 TCF market.'

Discussion of natural gas transportation issues is divided into four sections:

Historic Reliability of FGT’s System.

Reliability of the North American Gas Grid.

New Pipeline Developments in Flotida.

Market Dynamics Affecting Florida Gas Capacity.

FGT RELIABILITY

FGT’s pipeline system has been very reliable, historically. Pace finds that FGT’s historically
reliable service is likely to continue because:

'“ Pipeline and Storage Infrastructure Reguirements for a 30 TCF U.S. Gas Market, Interstate Natural Gas
Association of America Foundation, January 26, 1999.
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According to FGT only one major gas disruption has restricted gas flow on FGT’s system
during the past 30 years."> Moreover, since 1984 FGT has only had 24 pipeline incidents,
most of which were minor and repaired quickly.

Its entire systermn now operates as an integrated network now enabling FGT to provide service
to most customers cven if one of its major looped lines goes out of service.

A fourth “barrel” is being added to FGT’s “triple looped” system. FGT is initiating a 427
loop as part of Phase V expansion to parallel ROWs for the 247, 307, and 36" diameter
mainlines thus providing enhanced deliverability and reliability.

Multiple compressors exist at many of the compressor station locations thus providing
enhanced reliability through redundancy if a compressor needs to be taken off-line for
planned or unplanned maintenance.

Only about 0.3 percent of FGT’s pipeline system is above ground.

Numerous interconnections exist with pipelines at upstream points.

FGT employs the U.S. Department of Transportation’s regulations, (49 C.F.R. Part 192} as
the minimum standards for construction. Moreover, FGT intends to use the latest
technological innovations involving: 1) metallurgical materials (API 3L X-70) for its 26- to
36-inch pipe, 2) coatings, 3) 100 percent radiography, and 4) turbine equipment.

Interruptible transportation on FGT is reliable, particularly during the winter due to climate.
Exhibit 15 demonstrates that FGT’s system operates at a relatively high system load factor;
however, sccondary market capacity is available in the winter and can be purchased during
the summer although restrictions may apply al certain receipt points during summer months.

'* Multiple lightening strikes at Compresscr Station 15 in August 1998 resulted in restricted gas flows. As a result
of this event FGT has redesipned the yard pipe at its compressor stations 50 that they are better grounded and less
prone to outages from lightening.
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Exhibit 15: Recent Load Factor History on FGT

1600 - - 100%

1400 | 0%

80%
1200

70%
1000 60%
800 - 1 50%
600 40%

30%
400

20%
200 10%

0 +

0%

MMBtud/d
Percent

Jan-97
Mar-97
May-97
Jul-97
Sep-97
Nov-97
Jan-98
Mar-98
May-98
Jul-98
Sep-98
Nov-98
Jan-99
Mar-99
May-99
Jul-99
Sep-99
Nov-99

l- Total Deliveries —®— Load Factor]

RELIABILITY OF THE UNITED STATES GAS GRID

Natural gas transportation service is reliable throughout North America. Pace bases this
conclusion on the following factors:

e According to the Department of Transportation, National Transportation Safety Board
natural gas and liquids pipelines are the safest methods of transporting energy in North
America.

e The interstate delivery system is efficient and expanding rapidly. More than $10 billion
worth of interstate pl?eline infrastructure has been approved or announced for development
over the next 3 years.

e Gas industry restructuring and increased reliance on market forces has improved the quality
and breadth of services.

e Market forces determine the price of gas. The cost of delivery is based on the nature of the
service and the level of reliability the customer chooses. Hence, reliability of service has
become a function of the sanctity of contracts.

e New gas transportation service providers have entered the market. The redundancy of
transportation service providers has increased reliability by reducing the odds of coincidental
force majeure events.

e Advances in information technology, smart pigs, pipeline materials, etc. have improved the
safety and reliability of natural gas deliveries during the past 15 years.

1¢«11 8., Canada Operators Plan to Build 12,500 Miles of New Lines,” Pipe Line & Gas Industry, February, 2000,
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PROPOSED PIPELINE EXPANSIONS IN FLORIDA
Exhibit 16 illustrates existing and proposed pipeline infrastructure on the Peninsula.

Exhibit 16: Peninsula Gas Infrastructure

Arkoma Bast

GuIf Coast Salt Dome Basin

FGT. Mabile Bay

Several pipeline expansions have been proposed during the past two years in Florida, including
the following projects:

Buccaneer.
Gulfstream.
FGT Phase IV.
FGT Phase V.
Sawgrass.

Buccaneer

The Williams Companies and Duke, two large North American pipeline infrastructure
developers, cosponsor the Buccaneer pipeline project for which an application for a Certificate of
Public Convenience and Necessity (“CPCN”) was filed on October 28, 1999. If approved, the
pipeline will bring 900,000 Dth of new capacity to central Florida. Buccaneer pipeline is on the
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FERC's meeting schedule for April 25, 2000. "7 Pace anticipates a preliminary determination
from the FERC for construction of the facilities at that time. Currently under environmental
review, Buccaneer project managers anticipate that the pipeline will meet its target in-service
date of April 2002. Buccancer has binding Precedent Agreements for about 50 percent or
450,000 Dth of its total firm capacity. Negotiations for additional shipper capacity commitments
are on-going,

Gulfstream

Gulfstream, being developed by The Coastal Corp. (“Coastal”), filed an application to obtain a
CPCN at FERC on October 15, 1999. Subsequently, El Paso Energy tendered an offer to merge
with Coastal.'"® FERC announced ils intent to prepare an Environmental Impact Statement
regarding the Gulfstream project on December 6, 1999. Gulfstream claims it is the first major
pipeline project to comply with FERC Order No. 603 and No. 603-A, which require that
applications contain significantly more information up front than in the past on environmental
conditions along a proposed project route. Officials from Gulfstream state that the project 1) is
slated to come on-line in June 2002, 2) has received overwhelming support from county
governments and the business comrnunity, and 3) that the proposed route has met with favorable
reaction by environmental officials in Florida.

Currently, Gulfstream has 10 non-affiliated shippers and a substantial portion of its total capacity
is subscribed.'® According to Gulfstream, some customers may exercise options to increase their
capacity commitments. Negotiations with additional shippers are on-going.

On March 16, 2000, Coastal announced that its affiliate, Gulfstream Natural Gas System, L.L.C.,
has signed a letter of intent with Berg Steel Pipe Corporation, of Panama City, Fla., providing for
Berg to manufacture and deliver most of the steel pipe needed to build the Gulfstream.

Gulfstream’s application to construct facilities is on FERC’s meeting agenda for April 25,
2000.2° Based on Gulfstream’s progress made in responding to FERC questions regarding rate
design, cost allocation, market need, etc. issues, Guifstream believes FERC may grant a
preliminary determination approving non-environmental aspects of the pipeline. Gulfstream
further contends that FERC is likely to issue a ruling on Draft Environmental Impact Statement
(“DEIS”) issues by July 2000. Completion of these milestones will greatly enhance the ultimate
viability of the proposed Gulfstream’s pipeline.

"7 FERC on-line Meeting Agenda, April 19, 2000.

¥ On March 31, 2000, El Paso Energy Corporation and The Coastal Corporation announced through the mailing of
a joint proxy statement, that special meetings of stockholders to vote on the proposed merger involving Coastal and
El Paso Energy on May 5, 2000.

1 Pace can not confirm the exact level of capacity commitments yet because of confidentiality restrictions between
Gulfstream and its shippers.

2 EERC on-line Meeting Agenda, April 19, 2000.
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Florida Gas Transmission

The historical growth in FGT’s mainline capacity is shown in Exhibit 17. Recently, FGT has
announced two major expansions of its system. These expansions reflect the first major changes
to FGT’s system since Phase III facilities were placed into service in 1995. Targeted in-service
dates for FGT Phase IV and Phase V expansions are 2001 and 2002, respectively.

Exhibit 17: Growth in FGT Mainline Capacity
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Phase IV

The project will increase FGT’s average annual capacity to the Florida market by 272 MMBtu/d.
FGT filled a CPCN application in December 1998 to construct Phase IV facilities. A
preliminary determination was granted in July 1999. FERC issued a Draft Environmental Impact
Statement in September 1999. The project received a final FERC certificate in February 2000.
FGT has a target in-service date of May 2001. The $268 million, 139-mile pipeline expansion
project includes the addition of over 38,000 horsepower and uprating compressor facilities at
various locations in Florida.

Phase V

Through the $438 million proposed Phase V Expansion FGT will be adding 231 miles of
pipeline and approximately 90,000 horsepower of compression and associated facilities. Phase
V will provide approximately 405,000 MMBtu/d of incremental firm transportation service.
FGT filed a CPCN on December 1, 1999 and has targeted February 2001 as the date for
receiving a final FERC certificate to construct facilities. The estimated in-service date is April
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2002. This application is supported by 20-year firm service agreements for the full amount of
incremental capacity. The filing includes extensive data concerning the environmental impacts
of the project.

MARKET DYNAMICS AFFECTING FLORIDA CAPACITY

In its recent analysis of the U.S. gas industry, the National Petroleum Council concluded that the
“gas market has become highly efficient and sophisticated, with numerous participants ensuring
competitive prices. Increased confidence in the functionality of the gas market and in
competitive gas prices has played a significant role in increasing gas demand.””! Mirroring
national trends, an orderly and competitive market for transportation services has developed in
Florida.

Dynamics affecting Florida’s transportation markets are distinguished by a number of pro-
competitive features including the following:

= Many Florida end users purchase transportation capacity, either bundled with supply or
unbundled, in competitively priced, reliable and liquid spot markets.

o Introduction of alternative and competing sources of transportation in the Florida market
(e.g., FGT expansions, Buccaneer, Gulfstream).

» Recent Federal regulatory initiatives are likely to facilitate the development of market-based
transportation services.

Florida Spot Markets

Spot market transportation can be purchased at prevailing market prices in Florida. In fact, as
shown in Exhibit 18, the price of this transportation capacity is usually substantially discounted
relative to maximum tariff rates on FGT under FTS-1 and FTS-2. For example, the average
daily Florida Citygate basis relative to FGT Zone 2 index from May 1999 to March 2000
indicates a market price of transportation of just $0.29/MMBtu which is $0.18/MMBtu,
30.57/MMBtu and $0.33/MMBtu less than FGT FTS-1, FGT FTS-2, and Gulfstream FT services
respectively. Pace expects that the liquidity of the secondary markets will increase over time as
the Florida markets grow and excess pipeline deliverability is installed.

*! “Natural Gas: Meeting the Challenges of the Nation’s Growing Natural Gas Demand,” National Petroleum
Council, December 15, 1699, p. 3.
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Exhibit 18: Comparison of Florida Citygate Basis Versus Full Tariff Pricing
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A large number of buyers and sellers execute trades on a daily basis at major receipt points into
FGT’s system (see Exhibit 19). These liquid trading points represent major receipt points of gas
into FGT’s system — South Texas at Agua Dulce, onshore Gulf at FGT Z2 and Z3, and Mobile
Bay at FGT Mobile Bay. Zone 2 is the most liquid point, with reported volumes averaging about
340 MMBtu per day. However, trading volumes for all of the liquid trading points averaged in
excess of 100,000 MMBtu/d.

Recently, FERC singled out the liquidity of current energy markets by stating:

“There has been a dramatic growth in the amount of price information an the
types of goods and services priced. This proliferation of prices indicates that
market participants are finding ways to make transactions in the new energy
markets. In general, more services being priced means that market forces are
leading to creative strategies and innovation in goods and services, and indicate
that markets are funa:tic)ning."22

%2 State of the Markets 2000, Federal Energy Regulatory Commission, March 2000, p. 25.

25 Brownless Hxpert Testimony D4 2000




PACE I Global Energy Services

Exhibit 19: Liquidity at the Relevent Trading Points
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With the Iikc.lihood of Florida gas deliverability doubling by 2003, market liquidity is likely to
expand rapldly In fact, actual market liquidity may be exponentially greater than incremental
capacity additions through pipeline interconnections bringing together potential buyers and
sellers of market-based gas services at supply pools.

Competing Transportation Options

A broad array of competitively priced transportation services in Florida has developed despite
FGT’s historic transportation monopoly on the peninsula. New proposals to develop offshore
pipelines are introducing even greater competition to the Florida marketplace for gas. The Panda
projects are providing the market support for these pipelines. Pace concludes that this new
capacity will foster the continued maturation of an orderly and competitive market for gas in

Florida by:

Providing true transportation competition on the peninsula.

Improving the liquidity of the market.

Expanding arbitrage opportunities via pipeline interconnections.

Enabling end users to structure more sophisticated portfolios and take advantage of new
services (e.g., Gulfstream and Buccaneer term differentiated rates and variable
pricing/ratable take proposals).

¥ More capacity is contemplated beyond that time frame. FGT already has plans to extend its proposed 42-inch
diameter loop under a possible Phase VI and VII projects and Gulfstream and Buccaneer could inexpensively add
land-based compression to increase deliverability of their systems.
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Regulatory Oversight

Policies governing the regulation of short-term transportation markets issued by FERC on
February 9, 2000, as part of Order 637, are the latest in a series of major orders that have resulted
in the widespread availability of pro-competitive transportation services. Major tenets of Order
637 that could lead to a more level the playing field among classes of service, enhanced price
signals, expanded market participation are as follows:

e Removing the price caps on secondary market capacity for a two-year trial period. Firm
capacity rights-holders will now be able to sell their capacity for whatever the market will
bare, for term deals of less than one-year. Previously, end users had to execute a
grandfathered buy/sell arrangement or purchase/sell gas in bundled transactions to avoid
violating the Order 636 rule prohibiting shippers from selling capacity for prices above the
maximum tariff. Now end users can more casily acquire the transportation reliability they
need, just by paying more for it — as is done with gas commodity.

¢ Making nominations and scheduling procedures between capacity release and IT more
comparable to foster a level playing field for these services and enhance the attractiveness of
using the capacity release market.
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PROJECT FUEL PLANS

FUEL REQUIREMENTS

Each Project’s fuel requirements are a function of the heat rate and electric generation capacity
of the plant. Fuel consumption for a 1,000 MW natural gas combined cycle generating facility
with General Electric Type 7 FA or equivalent combustion turbines and an average heat rate of
7,187 Btu/kWh operating at a 100% capacity factor would average 7,187 MMBtu per hour, or
approximately 172,488 MMBtu per day. Based on an average annual capacity factor of 72
percent, each Project will consume about 45,088 billion Btu per year.

Based on dispatch model results provided by R.W. Beck, Pace estimates fuel consumption will
average approximately 3,757 billion Btu per month between years 2004 and 2008.** As shown
in Exhibit 20, the Project’s fuel requirements will vary monthly depending on the Project’s
dispatch pattern or capacity factors. The Project’s overall fuel requirements are relatively flat,
but peak fuel requirements are expected in July and August. Conversely, minimum fuel
consumption is expected in January and February.

Exhibit 20: Average Monthly Fuel Consumption and Capacity Factors, 2004-2008
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* Monthly capacity factors by year delivered to Pace by R.W. Beck on April 18, 2000.
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FUEL PLANS

Pace understands, through discussions with Panda, that the fuel plans for each of the Projects
allow each Project to identify and capture fuel market opportunities, match power price dispatch
and pricing, and generate synergies across the two Projects. As such, the two fuel plans are
similar and can be characterized as follows:

e Interconnections with Gulfstream and in the case of Midway an additional interconnection
with FGT.

e Short-term spot firm natural gas supply transactions with producers and marketers in the
Mobile Bay region for supply into Gulfstream and FGT and additional producers and
marketers for supply in FGT’s Zone 2 (Louisiana) and Zone 1 (Texas). The price and
volume terms of the supply agreements will agreed to at the time of the transaction and will
be tied to the generation commitments provided in the power sales agreements.

e 20-year firm transportation (“FT”) agreements for 100 percent of the Project’s peak day
natural gas requirement, which is defined as the fuel required to power the Project at 100%
capacity for all 24 hours of a single day. Panda represents that the peak day natural gas
requirement is 172,488 MMBtu/d.

e Panda has the right and the intention of turning back a portion of its Gulfstream FT in favor
of more economic and equally reliable alternative fuel delivery arrangements for the benefit
of the Florida power consumers and the Midway Project. However, Panda does not foresee
reducing the FT volumes below 75% of its peak day requirement.

e Panda currently has a Precedent Agreement with Gulfstream for the Midway Project, which
includes an amendment that brings the total commitment to firm transportation to 200,000
MMBtu/d. Panda retains the option to reduce the capacity commitment to 150,000
MMBtu/d.

o Panda is currently working on Precedent Agreement with Gulfstream for the Leesburg
Project. Because Leesburg is currently not on the original pipeline route as filed with FERC,
Gulfstream, must consider a connection with this Project as part of its Phase 2 expansion.
Panda and Gulfstream has executed a Letter of Intent (“LOI”) to pursue negotiations that are
satisfactory to Panda regarding capacity commitments and in-service dates. A term sheet
containing terms of a deal similar to those existing in the current Precedent Agreement with
the Midway Project is attached to the LOL

e Panda has a LOI and attached term sheet executed with Nobel Gas Marketing and expects to
shortly have three other LOIs and term sheets executed with Enron Capital and Trade, El
Paso Merchant Energy and NUL The term sheets require that the supplier provide on a
delivered firm basis volumes ranging from zero to some maximum daily quantity (“MDQ™)
(most likely between 50,000 and 100,000 MMBtu/d). Furthermore, the term sheet requires
that each supplier cover the cost of replacement power or replacement gas (at the suppliers
option) when gas supply is interrupted for reasons other than force majeure.

e Panda has executed a LOI with FGT stating that each party will work toward an interconnect
agreement and an IT agreement containing satisfactory terms to Panda with respect to
volumes and in-service dates.
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® A three-mile lateral may be constructed from the Midway Project site to the FGT mainline
system 10 miles downstream of FGT’s Station 20 or Southwest of Ft. Pierce in St Lucie
County.

¢ The Projects are located at a terminus point on the Gulfstream mainline; therefore no lateral
is required.
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