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those costs are as yet unknown. The price to Tampa Electric is fixed for the life of the PPA, such that 
Energy 5.0 takes all cost and performance risk. 

Energy 5.0 expects that successful project financing will require the use of all tax credits and 
incentives for which the project can qualify. Currently the federal government offers a 30% 
investment tax credit (ITC), or in some cases a cash renewable energy grant in lieu of the ITC for 
projects that have begun construction before December 31, 2010. I n  addition, PV solar property 
qualifies for accelerated depreciation treatment for tax purposes which generates certain potential 
benefits to the project. Energy 5.0 has not yet determined whether it will attempt to take advantage 
of the grant in lieu of ITC. That decision will be made at time of financing and will depend on the 
preferences of tax equity investors. 

Energy 5.0 does not anticipate receiving rebates or incentive payments for the Florida Solar I Project, 
but anticipates qualifying for certain sales and propem tax benefits under existing law. 

2. Please define the weighted average cost of capital that Energy 5.0 proposes to use for 
purposes of this project. For purposes of this response, identify the capital structure 
components, amounts, relative percentages, cost rates, and the weighted average cost of 
capital on a pretax and after tax basis. 

Reswnse: 

It is not possible to provide the requested values with any meaningful degree of certainty. The debt- 
equity structure of the project financing and the costs of equity and debt financing for the proposed 
project wili be determined by market conditions at the time of financing. The equity and debt 
percentages will be determined by market conditions and negotiations with lenders and investors, and 
could range between 40% equity and 50% equity. Additionally, the cost of debt could easily range 
from 100 to 400 basis points above market interest rates at the time. Finally, while equity investors 
will likely have in mind an internal rate of return that they require in order to take an investment 
position, actual equity returns will be based upon the cash available affer all other costs are paid. 
The equity investors, including Energy 5.0, are thus taking ail of the risk on the capital and operating 
costs of the project, as well as on the potential returns from the project. While financing terms have 
varied widely during the pendency of this PPA (because of the turbulence in financial markets), 
Energy 5.0 believes that, based on its most recent conversations with potential investors and lenders, 
financing will be available on terms which will allow financing to be achieved and provide a basis to 
move the FSl Project to completion. 

3. Please provide the following information: 
a) Annual and levelized cost of the project (@/kwh) 
b) Annual revenue ($) 
c) Please provide a comparison contrasting these costs (provided in response to 
3(a), above) to those found in the Navigant study for the followina technologies: 

1. Solar Thermal 
2. Solar PV 
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ReSDOnSe: 

Energy 5.0 has requested confidential treatment for cost and price information provide to the 
Commission Staff. 

a) Tampa Electric Company has provided both the anticipated annual generation and annual and 
ievelized cost of the Power Purchase Agreement (PPA) in response to earlier Staff questions. 
From Energy 5.0's perspective, it is not meaningful to dixuss a levelized cost, because 
Energy 5.0 will incur whatever costs are required for the Project's capital investment, 
financing costs, income taxes, property taxes, and all other operating and maintenance costs, 
as those costs are incurred. Accordingly, from Energy 5.0's perspective, the costs are what 
they are, and Energy 5.0's returns will vary according to the difference between the leveiized 
price paid by Tampa Electric and the Project's costs in each of the 25 years of the Solar PPA. 
We believe that the all-in cost to Energy 5.0 will be acceptable to fmancial markets to provide 
renewable energy to Tampa Electric customers at just and reasonable rates, based at the fair, 
competitive pricing that resulted from the competitive bidding process and provide the basis 
for reasonable financing terms in evolving capital markets. 

Tampa Electric's cost will be Energy 5.0'5 gross revenue, and conversely, Energy 5.0's annual 
revenue will simply be the fixed confidential price per MWH for the solar-generated electrical 
energy delivered to Tampa Electric times the MWH delivered in each year. As previously 
provided in response to Staffs Intermgatoty No. 23, Tampa Electric and Energy 5.0 expect 
total annual energy delivered from the Florida Solar I Facilib to be approximately 50,000 
MWH per year. 
The Navgant study provides an estimate of the leveiized cost per kilowatt-hour ("LCOE") for 
concentrating solar power (CSP) and solar PV in different scenarios. The most relevant 
comparison is the Without RECs Case - Mid Favorable Scenario. 

b) 

c) 

1. For this case Navigant forecasts a LCOE for a U P  project at 25.5 cents per 
kilowatt-hour in 2009. (2008 dollars for installation in 2009) 

1. For this case Navigant forecasts a LCOE for a PV solar project at 28.8 cents per 
kilowatt-hour in 2009. 

These values compare favorably to the confidential fixed (levelized) price of the subject PPA. 

4. Please explain how the benefik, if any, of federal tax credits were included the cost of 
the project? 

ResDonse: 

As indicated in response to Question No. 1 above, Energy 5.0 anticipates seeking federal tax credits 
and, to the extent available, sales and property tax benefits available to the Florida Solar I Project as 
part of a successful project financing. Also as indicated earlier, it has not yet been determined 
whether Energy 5.0 will avail itself of the grant in lieu of ITC or alternatively take advantage of the 
federal investment tax credit. 

Tampa Electric Company has submitted information in response to earlier Staff questions to the effect 
that Energy 5.0's proposal was the most competitive solar proposal of those it received in response to 
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its request for proposals. Additionally, Tampa Electric Company submitted corroborating information 
regarding the competitiveness of the Energy 5.0 proposal. The confidential price has been shown to 
be competitive based on information available on other PPAs and advantageous when compared to 
Florida self build projects. 

Energy 5.0 has the resources, talent and experience to design, permit, finance, construct and operate 
the Florida Solar I Project as provided in the PPA. We are pleased, despite the significant costs 
already incurred, that we have been able to move this important project to its current state of 
readiness after a period of unprecedented turbulence in financial markets. We are committed to 
delivering a showcase renewable energy project for Tampa Electric, its customers and the state of 
Florida. We believe that in addition to all of the benefits of renewable energy supply, the Florida Solar 
1 Project will also provide substantial economic development for central Florida and Polk County in 
particular. 

We trust that this information constructively addresses the matters before the Commission in this 
docket. 

Cordially yours, 

Robert Scheffel Wright 
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