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FLORIDA POWER CORPORATION
DockeT No. 950110-El

AMENDED
REBUTTAL TESTIMONY OF
BRIAN A. MORRISON

Please state your name and business address.
Brian A. Morrison, 800 Third Avenue, Suite 2300, New York, NY
10022.

By whom are you employed and in what capacity?

| am employed by Morrison & Kibbey Ltd. as a Managing Director.

What type of an organization is Morrison & Kibbey, Ltd.?

Morrison & Kibbey Ltd. is an investment banking firm.

What specifically do you do for Morrison & Kibbey?
Like my other partners, | am responsible for assisting our clients in
developing new corporate financing strategies and the implementation

of these strategies.

Please describe your educational and business background.

Education

1971-1975 Georgetown University BS - Mathematics
Scholarships: George F. Baker Trust

Francis Ouimet Foundation




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

1977-1979 Harvard Business School MBA - Finance
Scholarships: George F. Baker Trust
Danforth Memorial Fellowship
Business

1993-Present Morrison & Kibbey Ltd. Managing Director

1986-1993 Hicks Morrison & Co. Managing Director
1985-1986 Amvest Capital Corp. Senior Vice President
1982-1985 Dean Witter Reynolds First Vice President

1979-1982 Shearson/American
Express Assist. Vice President
1976-1978 Citibank, N.A.

A copy of my resume is attached as Exhibit No.___ (BAM-1).

Have you worked in the area of financing of cogeneration projects?

Yes extensively.

In what capacity?
In our role acting as financial advisor and placement agent we have
developed and/or implemented financing plans for over 40 power

projects representing in excess of 1,350 MW of generating capacity.

For how many cogeneration projects have you worked on financing?

16, totalling over 540 MW,

What is the purpose of your testimony?

-2-




L] T l " — — —— ——— —— — ——

10

11

12

13

14

15

16

17

18

19

2¢

21

22

23

24

25

The purpose of my testimony is to rebut the direct testimony pre-filed
by Panda-Kathleen, L.P., that stated that "Panda’s ability to meet the
construction start date of January 1, 1996, and the in-service date of
January 1, 1997, has been jeopardized solely as a result of Florida
Power’s actions in attempting to disown the contract.” (Emphasis

added.) Testimony of Ralph Killian, page 37, lines 9-13.

On what do you base the testimony contained herein?

| based my testimony on my review of the Panda/Florida Power Standard
Offer Contract, the Commission’s Rule 25-17.0832, F.A.C., documents
produced by Panda in discovery, and on my direct experiences in
representing numerous private power developers in assisting in the
development and implementation of various types of project financing

structures.

Are you familiar with Panda’s corporate structure as it pertains to this
proceeding?

Yes. Three corporate entities appear in the documents: Panda-Kathleen,
L.P.; Panda-Kathleen Corporation; and, Panda Energy Corporation.
Florida Power entered into a Standard Offer Contract with Panda-
Kathleen, L.P., a Delaware Limited Partnership. Panda-Kathleen
Corporation is the general partner to Panda-Kathleen, L.P. and is a
subsidiary of the parent corporation, Panda Energy Corporation. Except
where my testimony pertains specifically to one of these entities, | will

refer to these various Panda corporations as Panda.

-3-
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Are you aware that Panda-Kathleen, L.P., has failed to meet the
construction start date of January 1, 1996?

Yes.

Are you also aware that on January 25, 1995, Florida Power filed a
Petition for Declaratory Statement with the Florida Public Service
Commission raising issues of the interpretation and application of Rule
25-17.0832, F.A.C., with respect to the Panda/Florida Power Standard
Offer Contract?

Yes.

Based on your review of documents and your experience in the financing
of the development of power facilities, was Panda-Kathleen, L.P.’s,
failure to meet the construction start date "solely the result of Florida
Power’s actions?"

No.

What reasons would you cite for Panda-Kathleen, L.P.’s failure to meet
its construction start date?

Panda was experiencing difficulty in a number of areas prior to January
25, 1995. I’ve outlined below some of the issues that lenders were
aware of and expressed concern about regarding the Panda-Kathleen
project. The first issues involved the regulatory issues of whether
Florida Power would be required to purchase power in excess of 74.9

MW under the Panda/Florida Power Standard Offer Contract and the
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Commission’s Cogeneration Rules, and whether Florida Power would
have to make capacity payments to Panda after 20 years under that
same contract. Second, Panda-Kathleen, L.P., had been unable to
secure an independent thermal host and had decided to use a subsidiary
of Panda Energy Corporation to build and operate the thermal host for
its own facility. Finally, the economics of the project in general lead to
Panda-Kathleen, L.P., "mothballing" the project for a period of time.
These issues would lead any lender to more carefully analyze both the
project and the financial condition of the developer. See Exhibit No.____
(BAM-2); Exhibit No.___ (BAM-3); Exhibit No.___ (BAM-4); Exhibit
No.___ (BAM-5); ExhibitNo.___ (BAM-6); ExhibitNo.___ BAM-7}; Exhibit
No. _ (BAM-8); Exhibit No.__ (BAM-9); Exhibit No.__ (BAM-10);
ExhibitNo.___ (BAM-11); ExhibitNo.__ (BAM-12); ExhibitNo._ BAM-
13); Exhibit No.___ (BAM-14); Exhibit No.___ (BAM-15); Exhibit No.____
(BAM-16); Exhibit No.___ (BAM-17); Exhibit No.___ (BAM-18); and,
Exhibit No.___ (BAM-19).

Please describe the steps typically followed by the developer of a
cogeneration project in obtaining financing for the project.

Typically, a developer will have completely finalized the site acquisition,
the power purchase agreement, the outstanding permit issues, the fuel
supply, the equipment configuration, the Engineering Procurement &
Construction contract, the insurance policies and the thermal contract,

if any.
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Q. Based on the documents produced by Panda which you have reviewed,

at what stage in the process of obtaining financing was Panda-Kathleen,
L.P., on January 24, 1995?

Based upon my review of the documents provided, there still seemed to
be a significant number of items to be resolved in all of the
aforementioned areas which would be of concern to any institutional
lender from a due diligence standpoint. One of the potential investors,
Calpine, citing among other issues the overall economics of the project
and the distilled water plant issues, informed the Kathleen Project Team
on January 23, 1995, that it had dropped out of the project as Panda-
Kathleen Corporation’s equity partner. As to the other lenders, | did not
see detailed term sheets or indications of interest from Morgan Stanley
or ABB Capital which outlined their specific intent on providing financing
to this project at this time under certain terms and conditions. See
ExhibitNo.__ (BAM-3); ExhibitNo. _ (BAM-4); ExhibitNo.__ (BAM-6);
Exhibit No.___ (BAM-20); Exhibit No.__ (BAM-21); Exhibit No.
(BAM-22); Exhibit No.___ (BAM-23); Exhibit No.__ (BAM-24); Exhibit
No.___ (BAM-25); and, Exhibit No.___ (BAM-26).

In terms of the time required to obtain financing, was this project on
track to obtain the necessary financing in order to meet the contractual
milestones for commencing construction and commencing operation?
No. In order to meet the commercial operations date of January 1,
1997, Panda-Kathleen, L.P.’s, management readily admits that the

financing for the project needed to be in place before December 31,

-6 -
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1994. See Exhibit No.___ (BAM-20); Exhibit No. _ (BAM-21); Exhibit
No.___ (BAM-22); Exhibit No.__ (BAM-23); Exhibit No.___ (BAM-24);
Exhibit No.___ (BAM-25); and, Exhibit No.___ (BAM-37).

To your knowledge, was Panda-Kathleen, L.P.’s, financing for the
project in place by that date?

No. Lenders were still conducting due diligence without having issued
a firm commitment to the fund project. See Exhibit No.__ (BAM-20);
Exhibit No.___ (BAM-21); Exhibit No. _ (BAM-22); Exhibit No.__
(BAM-23); Exhibit No.___ (BAM-24); Exhibit No.___ (BAM-25); Exhibit
No.__ (BAM-26); and, Exhibit No.___ (BAM-27).

Do you believe that Panda-Kathleen, L.P., would have been able to
obtain financing after January 24, 1995, if Florida Power had not filed
the Petition for Declaratory Statement on January 25, 1995?

No. The regulatory issues concerning the size of the facility and the
length of time that Florida Power would be required to make capacity
payments had to be resolved before a lender would likely agree to
finance the project. Even before Florida Power filed its Petition, lenders
were aware of and concerned about those issues. The letter dated June
23, 1994, from Ted Hollon of Panda to David Gammon of Florida Power
outlines concern on behalf of prospective lenders regarding the issue of
what price, if any, Florida Power was going to pay for power delivered
by the project in excess of the 74.9 MW limit in the standard offer

contract. See Exhibit No.___ (BAM-5); Exhibit No.___ (BAM-6); Exhibit

-7 -
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No.__ (BAM-23); Exhibit No.___ (BAM-24); Exhibit No.  (BAM-25);
and, Exhibit No.__ (BAM-27).

What does the concern of lenders expressed in Ted Hollon’s letter
indicate to you?

Since this issue had still not been resolved prior to the January 25,
1995 filing by FPC, | would have to believe that this was still a major,
unresolved due diligence item for any of the prospective financial
institutions, since these excess power sales appear to represent
approximately 35% of the project’s total revenue stream. See Exhibit

No. __ (BAM-27); and, Exhibit No.___ (BAM-28).

Would the concern expressed by these prospective lenders be sufficient
to interfere with financing for the project?

Definitely. Financial institutions would not close on non-recourse
financing of this magnitude without having satisfactory answers to these

questions.

Would other lenders be likely to have similar questions?

Certainly.

You stated previously in your testimony that the lack of a secured
thermal host would have interfered with Panda-Kathleen, L.P.’s, meeting

its milestone dates. Please elaborate.
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Itis clear from the documents that Panda-Kathleen, L.P., had a problem
securing a thermal host for the project. Panda-Kathleen, L.P., first
attempted to contract with Erly Juice. When those efforts were
unsuccessful, Panda-Kathleen, L.P., apparently decided it would have a
subsidiary of Panda Energy Corporation be the thermal host for the
facility. Several problems remained, however. The thermal host facility
had yet to be designed, and financing had to be obtained, not only for
the cogeneration facility, but also for the thermal host facility. Lenders
would have to have the design in hand to review, and would also have
to look even more carefully at Panda’s financial structure before
approving the lending for Panda’s enhanced needs. See Exhibit No.
(BAM-6); Exhibit No.___ (BAM-7); Exhibit No.___ (BAM-8); Exhibit
No.___ (BAM-13); Exhibit No.___ (BAM-14); Exhibit No. __ (BAM-16);
and, Exhibit No.___ (BAM-17).

You referred previously to the fact that Panda-Kathleen, L.P.,
"mothballed” the project for a period of time. What does "mothballing”
the project mean to you?

It means stopping all progress on the project until certain obstacles

could be surmounted.

Do you often see developers "mothball" their projects as Panda-
Kathleen, L.P., did?
Occasionally, but usually the project is "shelved" because of economic

reasons and these projects typically never get completed in the original

-9-
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configuration. Forinstance, if fuel costs or availability became an issue,
a developer may shelve a project until they could resolve the
outstanding fuel issues. One resolution might take the form of changing
fuels or co-firing with another less expensive or readily available fuel.
This could also be done in the event that the project loses its thermal
host. This seemed to be the case with Panda-Kathleen, L.P., and its

negotiations with Erly Juice.

What does the fact that the project was mothballed for a period of time
indicate to you in terms of Panda-Kathleen, L.P., meeting its milestone
dates?

While one cannot directly relate Panda-Kathleen, L.P.’s, mothballing of
the project to its failure to meet the construction start date, the

mothballing is an additional symptom of a troubled project.

In addition to the issues already discussed, did you see any evidence
that Panda-Kathleen, L.P., would not likely be able to obtain financing
for its project?

Yes.

Please describe those issues.
The evidence that | saw that would indicate that Panda-Kathleen, L.P.,
would not be likely to obtain financing for the Panda-Kathleen project is

as follows:

-10 -
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Panda-Kathleen, L.P.’s, initial 1994 financing plan was to fund the
project with rated, senior taxable debt via the public or private
(144a) markets with a term of 25 + years through the firm of Smith
Barney. This term, especially for non-investment grade, taxable
debt, seems quite long. (The 144a debt market which is comprised
primarily of institutional debt investors has been very active in the
private placement of rated, corporate debt issues. It wasn’t until
early 1993 that independent power projects began to test the
viability of this market for project financing. Even then, many
investors did not think that independent power projects belonged
in the 144a marketplace because of the complexity of issues
involved with these types of project financing.) Also, by the latter
part of 1994, all discussion of Smith Barney and this financing had
disappeared which would lead anyone to believe that there was no
market for this type of issue with the interest rate and amortization
schedule required by the Panda-Kathleen project. See Exhibit
No.__ (BAM-29); and, Exhibit No. ___ (BAM-30).

| reviewed several draft Indication of Interest letters from Bank of
Tokyo (BOT) over a period of several months beginning in October
1994 and continuing into 1995. The actual scope of the BOT
financing structure changed from (i) an approximate 18 month
construction loan with a 13-15 year permanent loan; into, (ii) a
construction loan with a 2 year bridge loan. These documents
comprise a series of draft terms sheets that continue discussions

into early 1995 with no firm commitment letter from BOT. See

=11 -
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Exhibit No.__ (BAM-23); Exhibit No._  (BAM-24) and Exhibit
No.__ (BAM-25).

® In the latter half of 1994, after Smith Barney was unable to market
a long-term debt issue with a 25 + year term for the project, Merrill
Lynch was hired to arrange a Medium Term Note (MTN) issue with
a term of 25-30 years. This seems a bit puzzling since a MTN issue
would typically have a term of only 3-7 years and require the issuer
to have an investment grade rating. See Exhibit No.  (BAM-30);
and, Exhibit No.___ (BAM-31).

® In August of 1994, Panda Energy Corporation took it upon itself,
without the assistance of any of its many financial advisors, to
issue an Investment Memorandum in order to place $15 million in
limited partnership interests in the Panda-Kathleen project. This
effort seems to have come up empty since there is no further
discussion on the topic except for reference to Calpine as a
potential equity investor. See Exhibit No._ (BAM-32); and,
Exhibit No.___ (BAM-33).

® |n a letter dated January 23, 1995, Calpine dropped out as a
potential equity investor citing, among other things, numerous
concerns such as the capital cost of the project, the operating costs
of the project, issues revolving around the distilled water plant, and
the overall inadequate economics of the project. See Exhibit No.
(BAM-26).

Any of these factors alone could cause any financial institution to pass

on this transaction until such issues were resolved.

-12-
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Are you familiar with the original configuration for the facility proposed
by Panda-Kathleen, L.P., at the time Panda-Kathleen, L.P., submitted its
standard offer?

Yes. The various documents indicated that Panda-Kathleen, L.P.,
considered several different equipment configurations in order to

generate a net capacity delivered of not more than 75MW.

Have you analyzed those original configurations from a financial
perspective?

Yes. | reviewed a truncated spreadsheet analysis dated December 23,
1993 for the 75MW Panda-Kathleen project. See Exhibit No.___ (BAM-
19).

Was the project as originally configured a viable project?

No. The project proforma analysis had significant negative cashflows
for the first four years (1997-2000) and coincidentally had debt service
coverage ratios of less than 1.0x during each of those four years. This
analysis showed that the project would not be able to make all of its
scheduled debt payments during each of those four years. See Exhibit

No.__ (BAM-19).

Have you analyzed the internal financial structure of Panda Energy

Corporation?

Yes.

-13-
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Did you find any problems with the internal financial condition of Panda
Energy Corporation which would make it unlikely that Panda-Kathleen,
L.P., would be able to obtain the necessary financing for the project?
Yes. Panda Energy Corporation continually lost money over the period
1991-1994 recording a significant cumulative net income loss, and it
posted a sizeable negative net worth position by December 31, 1994.
This also indicates that Panda Energy Corporation has accumulated
substantial losses during its operating years prior to 1991. So, the fact
thatPanda Energy Corporation had continually lost money could possibly
limit the arena for potential project equity partners since Panda Energy
Corporation would probably continue to be in dire need of operating
capital at the corporate level. See Exhibit No.__ (BAM-34); Exhibit

No.___ (BAM-35); and, Exhibit No. _ (BAM-36).

In your opinion, was the Panda-Kathleen project a viable candidate for
financing on January 24, 1995?

No. The project had gone through so many changes since the
"mothballing”, including several different financial advisors, that it
appears that the Panda-Kathleen management team was grasping at
straws during the last quarter of 1994 in order to come up with some
structure that was bankable. This concludes with Merrill Lynch
proposing a medium term note financing on January 19, 1995, with a
30 year term and interest only for 7 years, a highly unorthodox proposal
which indicated the desperate straits of Panda-Kathleen, L.P. in

obtaining financing. See Exhibit No.___ (BAM-31).

-14 -
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2 A. Yes.
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BRIAN A. MORRISON

EXPERTENCE:

1993 - Present Morrison & Kibbey Ltd.
Managing Director
Leasing and project finance specialists with industry focuses in power
generation, environmental, natural resources, forest products, pulp
and paper and food processing.

1986 - 1993 Hicks Morrison & Company Inc.
Managing Director
Leasing and project finance specialists with industry focuses in power
generation, environmental, natural resources, forest products, pulp
and paper and food processing.

1985 - 1986 Amvest Capital Corporation
Senior Vice President
Leasing, project finance and real estate finance.

1982 - 1985 Dean Witter Reynolds, Inc.
First Vice President

Investment banking with a focus on private placements of equity and
debt.

1979 - 1982 Shearson/American Express Inc.
Assistant Vice President
Investment banking/Corporate finance.

1976 - 1978 Citibank, N.A.
International banking/Institutional investment.
EDUCATION:
1977 - 1979 Harvard Business School
MBA - Finance
1971 - 1975 Georgetown University

BS - Mathematics
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TELECOPY TRANSMITTAL
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{inaiuding Cover Sheet)

DELIVER TO:  Ted fs/on

COMPANY: Black & Veatch s
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TELECOPY NO.:

FROM: Jim Walker ‘ t)smuwpr .

'COMPANY: J. A, Jones Construction 1E EDQ/ M mo@f'

J. A. Jones Drive 016 " f
Chariotte, NC 28287 ' o .
TELECOPY NO.: (784) 552-8719
SUBJECT: Panda Karhleen Proforma Review

If you do not receive all the pages sent, please call (704)6563-_4,.0 as
soon as possible.

COMMENTS:
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METRIC

CONSTRUCTORS

June 16, 1994

j Mr. Ted Hollon

Panda Energy Corporation
/ 4100 Spring Valley
| Suite 1001

Dallas, TX 75244

’ RE: Panda Kathleen Proforma Review
! Dear Mr. Hollon:

We have undertaken the first phase of our review of the Proforma for the Kathleen Project. We
find certain problems with the information presented as it relates to our knowledge of the
market. Several of the assumptions that are being made require supporting, and these are given
below. It is the lack of capacity payment on 35 megawatts that causes us the most concern on
the financiability of the project; therefore, your indications of any changes in that area are most
important to us. .

Please provide information on the following:

%1.  Copy of the change to the Power Salés Agreement giving the revised dates for
commercial operation. PRro. pee To RBEV

* 2. The status of all project permits, PRov D& n To BV

3. For the distilled water facility, please explain status of product sales, permitting,
financing, gnd op:mnons. Me fawes Re2&@MaEAT AT Ta THNE
Wiew B PelkMm \rTen, Flimanric &b, € CTPERATEY | wef Gy, Fac _
* 5. The fuel supply and transportation commitments; backup fuel assumptions. S
pCA/MI; .2&ED -DISCMjSED w/.ﬂ').* 2"3“?‘4 L,L\_Iqﬂl?aﬁ_(:)‘; C-’f“'[-r'/o’/
s 6. Further explanation on FPC acceptance of "as available rates.” e s

HAS AVRICABLE RQTES" ARE WHAT THey ARE, LCF ST90) = o parm
% 7. Schedule and cost assumptions do not match the proposal submitted by Metric/Black & < . ¢

Veatch. ComrRecCr Pasern oo Yaups Lol CL«.V’.I— ‘FJ CosT FPC" RIS

Joae (/796 - I=1, 997 > ‘ PR Nk ot
% 8, Scope and quotations for "Pipeline Construction,” "Transmission Construction® amd | 474 < n iy

"Water Interconnect.” & (ects. ek € LlATEL N TER Com LT RB o iy

- - . e - ’ . 7
Fe ,.r/\/[q. NegooTinTED w/ C'T"7‘ S LRREC/ivy L -P',’n.’ oy !Z.A/sf' 'ﬁ;;‘
s T/rd”ATED

-y
e e R *'P;..xoue CodleRSATIE A O T H Joamm W LK €ER (")/"-//“;'f

One Soubieixecetve Park
Crarlaie, NOIN2RT

Tohembame T $84 008
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Mr. Ted Hollon

June 16, 1994

Page 2

9. Operations and Maintenance Agreément/Estimate. S5« = ProFoen A
10.  Wheeling arrangements, se& # 8
11.  Availability assumptions without major overhauls are optimistic, please explain. /

' 12.  Electricity revenues involve certain assumptions on ambient conditions for "on peak" and
"off peak" hours. Also the time periods for each rate should be explained along with the
high capacity factors for "Bartow Peaker," "On Peak" and "Off Peak"” generation.
§cg e ol @l S'Tu»?/ ?EDuiDc?'b To ’B!L

13.  Explain "Other Development Costs* and "Operating Expenses During Construction.® 7
14.  Basis for "Sales Tax on Equipment.® .~

Any other data or documentation that will support the underlying basis necessary to convince
the lending markets to support this deal would be appreciated as we conclude our due diligence
effort. Please let me know when we might receive your response on these jtams.

s

Very truly yours, |
METRIC CONSTRUCTORS, INC.

James M. Walker

TMW/els

ce: S. Niles - B&V
B. Mallory - Metric

bec: Steve Burt = Jones Capital Corp.

SPECIALLY
RESTRICTED
PK 049707
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Mr. Ted Hollon

June 16, 1994

Page 2

9, Operations and Maintenance Agreement/Estimate.

10: Wheeling arrangements.

11, Availability assumptions without major overhauls are optimistic, please explain.

12,  Electricity revenues involve certain assumptions on ambient conditions for “on peak” and
"off peak" hours, Also the time periods for each rate should be explained along with the
high capacity factors for "Bartow Peaker," "On Peak” and "Off Peak" generation,

13.  Explain "Other Development Costs” and "Operating Expenses During Construction.”

14.  Basis for "Sales Tax on Equipment.”
Any other data or documentation that will support the underlying basis necessary to convince
the lending markets to support this deal would be appreciated as we conclude our due diligence
effort. Please let me know when we might receive your response on these items,
Very truly yours,

METRIC CONSTRUCTORS, INC.
-~

James M. Walkér
IMW/els
cc: S. Niles - B&V

B. Mallory - Metric

bee! Jim Bowden
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PAGE OF THIS EXHIBIT
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June 15, 1994 /\/O . -

Mr. Ted Hollan | CW ‘\05‘ k
Vice President-Construction & Project Management < D :
4100 Spring Valley Rd., Suite 1001 c]
Dallas, TX 75244 -
REF: Kathleen - Development Loan
| SEER
Dear Mr. Hollon, — -~ oR 0504180
Attached is the first cut at our comments. )
Could you send me additional documentation on the questions raised here?
Qur review Is coniinuing, and | expect a ful list of comments in a few days. |
. ) ‘\
Very truly yours, S m
M‘IDM To: Rawpu Kiewt CC Carnree
~ Cort Van Rensselaer | PETE WRIGHT
Director, Business Development B NoRDLUAND
CVRemb KyLe WOODRUFF
evri7e
| Boisnw Detz
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PPA

A contract exists between PANDA and Fiorida Power Corp.
Itis a standard offer for QF s under 75MW
Contract looks normal
Tem is 30 years
PANDA . — Construction was to start 4/1/94 (needs written confirmation of extension) AN
DI Commercial operation is to be 4/1/95 (needs written confirmation of extension)
Apparently there was an extension for a year or (in retum for a change
* on the capacity payment rate)
_ECAL- — Sections 10.2 & 10.3 refer to credits/charges on taxes and operational dispatch
These seem to be an unknown risk
It needs to be a QF or it can be canceled v
Unclear as to what payment schedule will be made and what actual
dollars are today.

' GENERAL

EGAL The proposed QF is distilled water which may be challengeable
The electric revenues subsidize the water
XiuLiaN ~— The FPC PPA is only for 75MW, the project is designed around 100 MW
What is the status of the other 34MW? -
DlE‘rﬁKj(b-— At 7SMW the project needed supplemental fire. Was this for the 8C?
Determine FPC attitude to the project in general

Kiuuad — EUEL

There are a ot of unknowns conceming the fuel supply
Where is gas coming from?
Who set the prica?
“What are the terms?
What is the schedule?
Pro forma shows $1.78 delivered in 19977

One would assume gas supply would be well advanced since that is PANDA's strong suit
We need more evidence of probable success.

j\E /TLH Need to check out the interconnect costs ($3-1/2 M pipeline. $1/2 M electric) 4— F \

v
by L)
OO0
(81}, 2]
Ol
Qe
=3

PRO FORMA

Plant capacity is 110 -113 MW in pro forma-
Losing cgsh i)rlw the front years = Af) ; A @ banie ‘Iilc‘“l.,be&a '1‘ M\
IRRs are unusual. Where/how derived? L~ J.élrk..
PANDA equity is 5% (out of 20%) yet PANDA gets 55% of the cash. Need to discuss
whe has accepted this. - ?Z»% - a‘»a—lfv M pgers “Q‘A’
\€TZ — O&Mis 1.2M - is this maintenance onfy? Where is operation cost? Salesas W wlf

it's low if really has all operating and maintenance costs included

- maintenance reserve itself should be $1 MM/yr. if continuous duty operation __L_’ z' X (
\ o LLow — 1-year constructio schedule - toc short? \' Y, m Z Xk
0 KZ} Upuﬂ>

i () W

SM 6/14/94
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" June 20, 1954

Mr. T. C. Hollon

VP-Construction & Projoct Management
Panda Energy Corporation

4100 Spring Valley, Suite 1001

Dallas, TX 75244

Dear Mr. Hollon,

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

Bl L Where does the PPA require FPC to accept capacily and energy greater than
\ 7SMW? Can you provide correspondence between Panda and FPC evidencing
l FPC’s intention to take this additional energy and on what terms?

TED 2. ~The EPC cost of $6CM seems low. We typically see prices of $700/kW which
sequate to approximately $78.5M in this project. May we oblain the basis for your
capital costs estimates? Do you have term sheets, quotes or offers from
contractors for a lump sum contract price? If so, may we see these offers? Do
the estimated capital costs incluce the cost to build the distilled water plant? /

 PRUN 3 The provision for O&M appears light. Your letter dated June 16th explains this

DETZ by mentioning a "Variable O&M" line item? I see the "Fixed O&M" line item in
the expense portion on Schedule A of the pro fortna but [ do not see the "Variable
O&M" line item. I sce "Variable O&M" payments, but I do not sce "Variable
O&M" expense? Where do [ find "Variable O&M" expenses? In any event, please
provide the basis for your Q&M cost esimates including staffing, maintenance
parts and labor, and initial spare parts.

RALPH 4 Please provide copies of conlracty, terms sheets, letters of intent, memorandums
of understanding, precedent agreements and other evidence of firm gas supply
and transportation arrangements. Your june 16th letter indicates that final
agreements are in the offing. What is the cutoff date for reservirg, applying for
or conracting for pipeline capacity? Is this project conlingent on tre compietion
of the Sunshine Pipeline? Have you performed optimization studies re: the
interaction among MDQ, oulpu!, iransportation cosis?

S
ABB Energy Ventures Inc. R

0L a2 farier Teislax,
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June 20, 1994
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Have you applied for certification as a QF? If so, may we see a copy? Can you
cite the regulation, order or written decision by which FERC approved water
distiling plants ag legitimate steam hosts as mentioned in your June 16th leller?

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

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

May we learn Panda’s methodology for projecting avoided cests for 1997 and
beyend? Is this the result of an internal siudy or did Panda use ax oulsice
consuitant? Regardless, may we obtain copies of supporting workpapers?

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

Why docs the pro forma not recogniza early years NoL’s? That is, why o you net
assume that the pariners will enjoy a reduction in taxable income on their
individual tax returns?

Has Panda prescnted the project to any lenders? Have they commended duc
diligence revicws? What cammilments has Panda received to date from potential
lending institutions? If s0, what was the reaction? Has Panda offered or received
any term sheets for negotiation? What equity commitments has Panda received
to date from investor-pariners?

. 950110-
FPC Witness: MORRISO}'I::JI

» (BAM—9)
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Mr. T. C. Hollon
June 20, 1994
. Page 3 of 3

%{6 12.  May we see a stalement as to the latest balance (prindipal and interest) of the
(9\“ escrow deposit?

/\’W 13.  Please furnish copies of the progress reports mentioned in Section 3.5 of the PPA.
WF\ 14.  What is the balance in the Capacity account over ime? Maximum, minimum and
v average? Rel: Seclion 8.6.3 of the PPA.

m@ 15.  What plans do you have to protect against rising interest rates? The assumed rate
Q,\m in the pro forma scems lo be on the bubble.
W
Thank you in advance for your responses.
Best regards,

M?‘wa/

Robert Henry
ssistant General Counscl



FPSC DOCKET NO. 950110-EI
EXHIBIT NO. (BAM-5)
CONSISTING OF ONE PAGE

PANDA HAS ASSERTED A CLAIM OF
CONFIDENTIALITY FOR EACH
PAGE OF THIS EXHIBIT



FPSC Docket No. 950110-EL
FPC Witness: MORRISON

4100 Spring Valley, Suite 1001 -+ Dallas, Texas - 75244 - 214/980-7159 + Fax 980-6815

) Exhibit No. , (BAM-5) [}
Sheet 1 of 1
PANDA-KATHLEEN L.P. N
A Panda Company '-’
June 23, 1994.-
Mr. David Gammon, P.E.
Senior Cogeneration Engineer
Florida Power Corporation
3201 34th Street South
St. Petersburg, FL 33711
Dear David:
As we discussed in our meating on June 22, 1994, Panda-Kathieen, L.P. is permitting
two equipment configurations- a GE 7EA and an ABBIIN for its Lakeland project.
These machines are the most economical units that allow Panda-Kathieen, L.P. to
supply the committed capacity of 74.9 MW at all times. The net output of the selected
turbine will be 100-115 MW under certain conditions.
A prospective lender has raised the question as to the price that Panda-Kathieen, L.P.
would be paid for power in excess of 74.9 MW. The contract provides for payment of
the as-available energy prices at times when the avoided unit wouid not have otherwise
run. When the avoided unit would have run, two options exist. FPC would pay either -
(1) the as-available energy rate or (2) the avoided unit rate. FPC agrees that Panda-
Kathieen L.P. shall be paid the “avoided unit rate” under the contract for all energy
above 74.9MW during times when the “avoided unit” would have been dispatched,
since Panda-Kathleen, L.P. did not elect the “Performance Adjustment” specified in
Section 9.1.3 of the contract.
In order to clarify this question and maintain our development schedule, please signify
your concurrence on this interpretation in the space provided below on or before July 8,
1994,
Yours truly,
Ted Hollon
Vice President
Project Management and Construction
Accepted and Agreed to as of , 1994
FLORIDA POWER CORPORATION
By:
Title: SPECIALLY
RESTRICTED
PK 082787
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MEMORANDUM
DATE: January 16, 1995
TO: DISTRIBUTION .
FROM: Kyle Woodruff
SUBJECT: Panda Response to Various Letters & Memos .
— i)
Vomegnn = L2057
-

- Oy e S

” “This letter relsponds to a series of memos and letters we have received from Brown & Wood and
White & Case and supersedes our previous memorandum dated January 11, 1995.

To prepare for our call on Tuesday, January 17, 1995 at 9:00 a.m. (Dallas time), we wanted to
send you this letter responding to a series of memos and letters that we received from Brown &
Wood and White & Case. The below responses are preliminary and are not intended to be -
e " representations or warranties of Panda or opinions of its counsel. This letter has not been fully
‘ reviewed by our various counsel and remains subject to revision to reflect their comments.

~

28, 1994.

1.Q

1.A

e Letter from White & Case to Cornelius J. Golden of Chadbourne & Parke, dated December

(PK001)

Our first area of inquiry concerns the amendment of the Contract as set forth in the
letter agreement of April 19, 1993 between FPC and the Company (the "Amendment"),
whereby the in-service date was postponed and the early payment procedures waived.
This letter is before the FPSC in the "Mega-Docket" in which FPC is requesting
approval. Could the outcome of this proceeding affect the validity of the contract or
the Amendment, or could it only affect the ability of FPC to pass through to its
customers the rates paid to the Company under the Contract?

The April 29, 1993 letter from FPC to Panda, verifies Panda’s election to change
from a 1995 on-line date to a 1997 on-line date. This was done at FPC’s behest
and simply made the switch from Rate Schedule 3, Early Payment Option,
columns 5, 6 and 7, pages 2 of S to Rate Schedule 3, to Normal Payment Option,
columns 1, 2, 3 and 4, page 1 of 5. The Net Present Value of both options is the
same and the payments pre-calculated in accordance with the formulas set forth
in FPSC Rules 25-17.0832(5). The impact to the ratepayer is identical; will in no
way affect the validity of the Contract; and in no way can be construed as a

1

SPECIALL
RESTRICT
PK 056l6

o



2.Q

2.A

reason to convert the Standard Offer in to a Negotiated Contract. The Avoided
Unit Reference Plant cited in Appendix C, Schedule 2, page 1 of 1, states the
approved on-line date for the avoided Bartow CT units is 1997. There are no
other changes, modifications or revisions, to our knowledge, which have not been
brought to the PSC’s attention.

FPC has filed a petition (the "Curtailment Docket") requesting PSC approval of FPC’s
plan to curtail its purchase of electricity from certain Qualifying Facilities ("QFs")
during periods in which FPC is experiencing minimum load conditions. It is our
understanding that FPC’s curtailment plan would impose curtailment obligations on
three categories of Qfs. Our question in this regard also arises from the Company’s
plan to shut down the Project during Off-peak hours when the as-available energy rate
payable under the Contract would be less than the marginal fuel and other operating
costs to run the Project during such hours. If the Curtailment docket is approved by
the PSC, would the minimum-load periods when FPC would be entitled to curtail the
Project match the off-peak periods when the Company is already planning not to
operate the Project?

The Plan will have no effect on the Project’s operation or projected revenues.
FPC has the right under FPSC Rule No. 25-17.086 of the Standard Offer -
Contract to stop our operations under the conditions set forth in the Curtailment
Plan (which we believe merely implement the terms of this Rule). Secondly,
during the times when the low load conditions occur and the curtailments enacted
we generally expect that the Facility will already have been shut down.

According to the Standard Offer Contract, the Project is paid a Peaker Capacity |
Payment based on a Open Cycle Combustion Turbine burning No. 2 distillate fuel
oil, during on-peak hours.

During peak hours when that unit would have been called on to run, the Project
will receive an energy payment based on the price of No. 2 fuel oil times an open
cycle heat rate of 11,610 BTU/KWH (the Project’s energy cost is based on Natural
Gas Pricing times a combined cycle heat rate of 8100 BTU/KWH) for 74.9 MW,
For all other energy and at all other times, as a QF under the Standard Offer,
the Project paid on an hour-by-hour basis, the '"As Available" energy price in
accordance with FPSC Rule No. 25-17.0825, which is an Appendix to the
Standard Offer Contract.

According to the Curtailment Plan, Group C (QF’s selling as-available energy on
a non-firm basis) is reduced; and then Group B (QF’s including the Project,
selling firm energy and capacity) is curtailed by 50%. Before either such

curtailment, FPC will: FPSC Docket No. 950110-EL
FPC Witness: MORRISON
Exhibit No. » (BAM-6)
Sheet 2 of 26



3.Q

3.A

4.Q

-

1.) Reduce baseload units (mostly coal) to normal minimum operating
levels; and

2.) Cycle off any remaining oil and gas-fired units.

Revenue from the sale of "As Available Energy" completely tracks the
incremental cost of peaking (gas) and oil-fired contribution to FPC’s energy price
mix. The Project revenues do not track or compete with incremented coal or
nuclear. When the price paid for ""As Available Energy" is reduced to the coal
threshold, the Project’s operation would be uneconomical and thus shut down.
Using FPC’s As-Available Forecast, as projected beginning in 1997, the Project’s

L proforma calls for some 2100 hours of shut down due to the above pricing

‘;conditions.

From October 1993 to May of 1994, FPC has, to our knowledge, cited a possible
eight (8) occasions when the Facility could have been evoked (at a 2-3% per year
load growth projection, this would be substantially reduced by 1997). The plan
was enacted once during a shoulder month of 1994 for a 2 hour time period.
From this it follows that the worst-case curtailments of 16-20 hours per year
during the time period 1993-1994, will easily be swallowed up by the 2100 hours
of proforma projected down time after 1997. _

The third proceeding before the PSC (the "Energy Pricing Docket") deals in general
with the calculation of energy payments based on a hypothetical proxy plant under
several of FPC’s negotiated power purchase contracts. However, we understand that
the Energy Pricing Docket probably will not affect the Project, since (a) the proxy
plant under the contract is different from the hypothetical proxy plant that is the
subject of the Energy Pricing Docket and (b) we understand that, as a practical matter,
the projected energy payments for the Project will be based on the as-available rates
rather than on the proxy plant-based measure of payments.

As stated in question No. 2, the Project’s revenues under the Standard Offer
Contract are based on the Avoided Unit specifically stated as the 1997 Bartow
Open Cycle Peaking Units burning No. 2 distillate fuel oil. The proxy units
contemplated under the Energy Pricing Dockets are understood to be gas fired
combined cycle combustion turbine, base loaded units slated for 1998-2002 time
frame.

The fourth proceeding before the PSC that could have an effect on the Project is a
proceeding whereby the PSC is considering revisions to its cogeneration rules (the
"Cogeneration Rulemaking Docket"). It is unclear what direction the PSC will take

FPSC Docket No. 950110-EI
FPC Witness: MORRISON
Exhibit No. , (BAM-6)
Sheet 3 of 26



4.A

5.Q

5.A

6.Q

6.A

in the Cogeneration Rulemaking Docket, however the final result of this proceeding
could have an impact on the Project. Do you have any information regarding whether
the Cogeneration Rulemaking Docket will affect the Project?

Panda’s position would clearly be that the Contract is made on the basis of the
FPSC rules in affect at the time of the Public Offering and the selection process
in November of 1991. Any attempt by the Utility or the Commission to change
those rules would be unconstitutional. Our understanding is that the Rule Making
Docket will institute changes for future Standard Offer and Negotiated Contracts
and mostly addresses the dispatchability of those future contracts rather than the
must run conditions that have existed before.

This question arises from the fact that the Standard Offer contract is for the Company
to provide, and receive capacity payments for, 75 MW, but the Company anticipates

* selling, and receiving energy payments for, up to 115 MW. Is there any basis under

PSC or FERC regulations for another entity (such as a QF which is party to a FPC
negotiated contract and which is being curtailed under the plan set forth in the
Curtailment Docket) or the PSC itself to challenge the company’s ability either to sell
more than 75 MW under the Standard Offer Contract or to avail itself of the Standard
Offer Contract in the first instance?

First of all, the approval and permitting processes were carried out in forums that
invited intervention and none occurred. Those opportunities are past. Secondly,
the Contract, under FPSC Rule No. 25-17.0825 gives the Project the right to sell
this excess energy on an hour by hour at "As Available" Rates. This is a good
deal for the rate payers because they get the advantage of this low cost energy
without having to pay for the associated Capital Capacity Charge. Thirdly, this
concept has been signed off on by the Commission Staff in consultation with
Florida Power Corp.

Are you (or the Company’s Florida counsel) aware of any other matter on the PSC
docket, or likely to be placed on the PSC docket in the future, which could have an
adverse effect on the Project?

The aforementioned items constitutes all of the FPSC docket consideration which
potentially impact the Project.

SPECIALLyY

FPSC Docket No. 950110-EI
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Brown & Wood Memo dated December 27, 1994 From Robert L. Vitale And Robert J.
Donatucci regarding Status of Florida Regulatory Issues (PK002)

1.Q Which, if any, of the topics before the PSC could adversely affect the Project’s
viability or economics following completion, if adversely determined from the
Project’s perspective?

1.A We do not foresee that any of the topics before the Florida Public Service
Commission (FPSC) will in any way adversely affect the Project. Please see the
answers given in response to the White and Case letter dated December 28, 1994
regarding the four Docket issues being questioned.

2.Q What is the best method (from an enforceability standpoint) for incorporating the
various comments and issues now reflected in correspondence among Panda, FPC and
the PSC (dated January 26, 1993, March 23, 1993, April 29, 1993, August 23, 1994
and August 24, 1994) into the PPA itself? '

2.A We do not see any benefit to be derived from trying to incorporate the letters
mentioned in this question formally into the Standard Offer Contract. In fact,
we do not know if that would be possible dué to the autonomy of the Contract -
and the FPCS rules which are the basis for the Contract. The Standard Offer
stand alone. We have made certain elections within the framework of that
Contract. Please see answer to the White and Case letter dated December 28,
1994; first question dealing with the concern about the ""Mega Docket" and how
the FPSC would view the on-line date election. At this point any additional
formal activity before the commission on this pre-approved Contract is not
believed to be necessary nor desirable.

3.Q Given that the Project’s pricing is tied to the inefficient Bartow plant, is there any risk
to Project pricing if the Bartow plant is repowered to become more efficient?

3.A The avoided unit which serves as the proxy plant and basis for payment under
this Contract does not exist, nor will it ever exist. The basis for the payment
streams set forth in the Contract, under Appendix C, Schedule 2, page 1 of 1, are
locked in with their escalation factors and will not change.

SPECIALLY
RICTED
RESseled
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Memorandum from R.L. Vitale and R.J. Donatucci of Brown & Wood, dated December 20,
1994 regarding comments to the EPC Agreement. (PK003)

The comments in this letter must each be addressed with the Contractor. In general, Panda is
amenable to considering the changes requested, but would appreciate receiving specific language
suggestions to provide to the Contractor.

Memorandum from Gerald Drumm of White & Case dated December 16, 1994 referencing
the Construction Contract between Panda-Kathleen, L.P. and Walsh-
Gilbert/Commonwealth. (PK004)

1.Q ~ The design capacity of the power plant (stated to be 110 MW net) needs to be
clarified.

1.A The design capacity of the power plant is 110 MW net. This is the nominal
output of the power plant at the design conditions of 95 degrees F and 45%
relative humidity and 19,000 lbs/hr of steam to the thermal host. The nominal
output of this power plant at 72 degrees F and 60% relative humidity and 20,000
lbs/hr of steam to the thermal host is 115 MW net. 115 MW is the output of the
power plant at the average ambient yearly temperature.

2.Q Aside from an occasional reference in the Construéhon Contract and the Scope of
Work Exhibit, the distilled water plant design and construction does not appear to be
addressed.

2.A The distilled water plant design and construction appears in Section 9 of the

Scope of Work. The distilled water plant serves as the Zero Discharge Facility
as well. They are one and the same. The proper term should be the Zero
Discharge/Distilled Water Plant.

3.Q The insurance provisions seem to negate Walsh-Gilbert’s assumption of the risk of loss
prior to Substantial Completion.

3.A Walsh-Gilbert retains the risk of loss until the Substantial Completion Date.
However, that risk is limited only to the extent Builders’ Risk Insurance covers
a specific loss.

4.Q The basis for change orders initiated by Walsh-Gilbert needs clarification.

4.A Further delineation of this question is needed.

SPECIALLY
RESTRICT
PK 0561 5:;:0
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5.Q Walsh-Gilbert’s rights to access retention should be clarified.

S.A A 10% retainage is taken from all payments to the Contractor except the
Engineering Design Fee and Contractor’s Fee. It was negotiated that this profit
portion of the payments would be unaffected by the retention since the original
retention was 5% instead of 10%.

6.Q The scope and duration of Performance Testing may be inadequate.

6.A The scope and duration of Performance Testing is adequate to meet the
requirements of the PPA and to determine that the Contract guaranties have been
met. Specific areas of concern should be delineated.

7.Q The payment of performance bonuses and the mechanics of the use of shared savmgs
for warranty claims needs clarification. :

7.A Further delineation of this question is needed.

8.Q There is a need to understand that the GMP mechanism assures a lump-sum .
arrangement for the entirety of the Work.

8.A The Guaranteed Maximum Price (GMP) is a turnkey not to exceed price. The
Total Cost of the Work plus Construction and Engineering fee can not exceed this
amount except as adjusted by Change Order.

9.Q The limitation on certain of Walsh-Gilbert’s liabilities should be clarified.

9.A Further delineation of this question is needed. However, the 30% and 50%
limitations were heavily negotiated and we do not expect to be able to make any
substantive changes.

10.Q The payment schedule may need to address monthly maximum payments in order to
adequately provide for capitalized interest during construction.

10.A No maximum payment is provided. However request for payment is based on
actual work performed, equipment delivered to the Facility Site the previous
month, progress payments to substantial vendors, and prorated Engineering,
Design and Contractor’s fees. The largest impact to payment schedule will be
delivery of power island equipment occurring in September through November
of 1995.

FPSC Docket No. 950110-EI
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Memo from Robert Vitale and Robert Donatucci of Brown & Wood to Distribution, dated
December 29, 1994. (PK006)

Re: Land Purchase Agreement
Q.1 Closing Date. Section 2.01 indicates a January 1, 1995 closing date, with options

to extend. Has the extension option been exercised, or will the purchase be completed
on or before January 1, 1995?

A.l The purchase of the Ruthven property was completed December 30, 1994,
Q.2 Title & Approvals. Please provide us, H&K and W&C with copies of the

relevant title commitment mentioned in Section 2.04. Please also provide the same
parties with copies of (i) the Approvals (and applications therefore) mentioned in
Section 2.03 (to the extent such applications and Approvals have not otherwise been
provided for review) and (ii) the proposed Special Warranty Deed mentioned in
Section 2.04 (B).

A2 (i) Approvals can be obtained from Dennis Sughrue with Chadbourne & Parke.
(ii) A copy of the Special Warranty Deed is attached. : ) .

Q3 Other Acquisitions. Please confirm that, with the exception of the real property
acquisitions contemplated by the interconnection arrangements and the gas pipeline,
there are no other real property interests required for the Project or the steam host.

A3 There are no other real property acquisitions. The real property required for the
electrical interconnection will be acquired by the City of Lakeland.

Memorandum from Robert Vitale and Robert Donatucci of Brown & Wood dated
December 29, 1994. (PK007)

QF Application & Order:

1. No comment required.

2.Q The application refers to Panda as the “operator” of the Project. To the extent that
these facts change (i.e., another thermal host is used of Calpine acts as operator of the

facility) , we would expect the Project to be re-certified, reflecting the correct facts.

2.A Panda is not seeking, and has no plans to provide thermal energy to an
alternative thermal host. Panda Kathleen will lease the thermal host facilities to
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3Q

3.A

Lakeland Water and provide contract O&M services for the host Facility. Panda
Kathleen will operate both the cogeneration Facility and the thermal host Facility
and will subcontract certain O&M responsibilities to Calpine. Therefore, Panda
believes there will be no necessity for QF recertification.

[t appears that in C&P’s request for expedited processing of the QF application, a
statement to the effect that "the ownership of the two Projects (i.e., Panda and
Brandywine) is identical, as is the steam use . . .”, is not quite accurate.

The Panda-Kathleen QF Application and Panda Brandywine QF Order clearly
define the owners of the two facilities as limited partnerships which are each
wholly owned subsidiaries of Panda Energy Corporation. The applicants, in each
case, are clearly identified as being different entities. The second part of the

concern, the identical use of steam, is absolutely correct.

Transmission Construction Agreement:

1.Q

LA

3.Q

3A

4.Q

Section 3.1 (1) contemplates a Notice to Proceed for construction work to be given by
January 1, 1995, with a corresponding completion deadline of December 1, 1995. Will
the NTP be given by this date? If the date is later than January 1, 1995, and
construction completion occurs after December 1, 1995, will this have an adverse
consequence on other construction or operation deadlines for the Project?

The NTP was given to the City of Lakeland on January 4, 1995. Thus, in
accordance with the construction contract the completion date is now December
4, 1995. This will not have any adverse consequences on other construction or
operation deadlines since the EPC contract specifies that the electrical
interconnect does not need to be complete until January 1, 1996. See attached
letter dated January 4, 1995.

No comment required.

Section 3.5 indicates that Lakeland will own the facilities notwithstanding Panda’s
payment for their construction. It is recommended that provisions should be added to
the Interconnection Agreement which addresses requirements for insuring,
maintaining, repairing, and upgrading or modifying the facilities being constructed.

Refer to the attached City of Lakeland facsimile dated january 12, 1995 (COL
Fax), Item 3 under Transmission Construction Agreement (TCA).

The force majeure provisions in this Agreement do not match precisely with the force
majeure concepts as embodied in the FPC PPA. The force majeure concept should be
tied to the force majeure standard contained in the FPC PPA.
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4.A

7.Q

7.A

8.Q

8.A

9.Q

9.A

Under review by COL
No comment required.
No comment required.

We noted the mutual representations set forth in Article 9 of the Agreement and would

recommend inclusion of corresponding representations in the unfinished
Interconnection Agreement. "

This matter is being pursued with the City and it is not anticipated that it will be
a problem to make this addition to the Interconnect Agreement. Refer to COL
Fax, Item 7, TCA.

Exhibit 4 to the Agreement summarizes certain Standby Services to be provided to the
Project. It is not clear to us where these services are contracted for, nor the meaning
of the language which states that "This offer is in effect until January 31, 1995.” We
would appreciate some guidance from Panda on this topic.

Under normal operating conditions power for the generating facility will be
supplied by the facility. Start-up power will normally be backfed through the
69kv interconnection facilities. In the event the interconnection facilities are out
of service or maintenance is being performed on the main power transformer
(black-out condition), standby electrical service for the office and maintenance
facilities of the plant will be provided via this Standby Service. This was included
as an option until the need for this service could be adequately evaluated with
regard to engineering feasibility, plant operations, and cost effectiveness. This
evaluation is in progress and will be complete prior to January 31, 1995.

Reference is made to a December 7, 1994 fax from the Bond Counsel regarding the
question of tax exempt status in the Interconnection Agreement. A copy of this letter
was not included with the Agreement. Is this the same as the 1992 Mudge, Rose
opinion? ' :

The referenced fax states that the 1992 opinion still applies. However, after
further discussions with the City regarding the tax issue a new opinion has been
requested from Bond Counsel to specifically address the Panda-Kathleen use of
the City’s system. A new opinion is expected to be forthcoming shortly. m Refer
to COL Fax, Item 1 under Transmission Interconnection Agreement (TIA).
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Memorandum from R. L. Vitale and R. J. Donatucci of Brown & Wood, dated December
28, 1994 regarding Comments to undated draft of the Interconnection Agreement. (PK008)

1.Q Attached to the Agreement is a letter from Mudge, Rose dated January 24, 1992 acting
as bond counsel to the City of Lakeland giving some comfort to the utility regarding
the impact on the tax exempt status of the bonds in light of several proposed Projects,
including Panda-Kathleen. ‘At a minimum, it is likely that an updated opinion will be
required from Mudge, Rose.

1.A Refer to answer to Question 9 in response to Brown & Wood memorandum dated
December 29, 1994. (PK007)

2.Q Section 5.2 indicates that the transmission priority for the Project follows that of
certain wholesale and retail customers and other existing firm commitments. Is there
"any possibility that transmission services could be curtailed in light of this order of
priority? ' '

2.A This is consistent with FPSC Rule 25-17.089 (3) which allows electric utilities to
deny, curtail, or discontinue transmission service if the provision of such service
would adversely affect the safety, adequacy, reliability, or cost of providing -
electrical service to the utility’s general body of retail and wholesale customers.
Refer to COL Fax, Item 2 under TIA for further explanation regarding
restoration of service.

3.Q Section 5.3 refers to force majeure concepts as embodied in the FPC PPA. In contrast,
Section 5.1 contains no such cross-reference. Force majeure should be tied to the
force majeure concepts in the PPA.

3.A Refer to COL Fax, Item 3, ulider TIA.

4.Q Section 11.2 imposes certain limitations on the Project’s remedies against Lakeland
which seem inconsistent.

4.A Refer to answer to Question § in response to Brown & Wood memorandum dated
December 29,1994. (PK007) Refer to COL Fax, Item 4, TIA.

5.Q The terms of Section 12.1 allow changes in the rates to be charged for providing
transmission services. Were these changes accounted for in the financial projections?

5.A The Rate Schedules referred to in Section 12.1 and contained in Exhibit 1 do not
apply to the charge for Firm Transmission Service. The charge for Firm
Transmission Service is based on the rate set forth in Appendix A as stated in
Section 5.1. The Rate Schedules in Section 12.1 is for Auxiliary Service which is
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electrical energy and capacity used by Panda for backup, supplemental and
maintenance requirements (i.e.: minimal usage when Panda is not generating).
Refer to COL Fax, Item 5, TIA.

6. No response required.

7.Q Shouldn’t the reference in. Appendix C to Capacity Reserved at 74,900 kW +/- 10%
be instead to 115,000 kW +/- 10%?

7.A Yes, the Capacity Reserved should be 115,000 kW +/- 10%.

Re: Permits

For Questions 1-8 refer to the attached ECT letter of January 5, 1995 to Kyle Woodruff.
Memo from Robert L. Vitale of Brown & Wood to David Mayer, Panda Energy, and
Cornelius Golden, Chadbourne and Parke, dated December 22, 1994. (PK009)

No comment required. Materials requested are being prepared and will be forwarded when -
complete,

Letter froni Brown & Wood to Robert Liander of Alexander & Alexander, dated December
22, 1994. (PK010)

No comment required.

Memorandum from R. L. Vitale and R. J. Donatucci of Brown & Wood dated December
26, 1994 referencing Model Consent, Officer’s Certificate and Legal Opinions;
Environmental Assessment Report and Power Purchase Agreement (PK011)

Model Consent and Agreement

This form, as recently revised, may be presented to the appropriate parties for
consideration. Panda will require further input once the Project-specific portions are being
negotiated. Panda does not necessarily agree with all of the terms of the form, but will
generally await responses of applicable parties.
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Form of Opinion of Project Participants
This form may only be considered fully when the financing and applicable Project

documents become more complete. Legal issues relating to the opinions are being
considered as they arise.

Chadbourne & Parke Legal Opinion

Preliminary review has begun. However, this form may only be considered fully when the
financing and applicable Project documents become more complete.

Model Officer’s Certificate

Preliminary review has begun. However, this form may only be considered fully when the
financing and applicable Project documents become more complete.

Environmental Assessment Report

No response required.

Correspondence Related to Power Purchase Agreement

Refer to response to Question 1 of White & Case letter to Cornelius J. Golden dated
December 28, 1994.

Panda Kathleen: Consent of FPC from Laurence Pettit of White & Case, dated January
5, 1995. (PK012)

No response required.

Memorandum from R.L. Vitale and R.J. Donatucci of Brown & Wood dated January 3,
1995 regarding O&M Agreement. (PK013)

1.Q Regarding the three year term, Brown & Wood indicated that rating agencies may
associate market risk with respect to hiring a new operator at the end of the initial term
which may not be acceptable to rating agencies and noteholders.
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1.A Since Panda’s equity partner, Calpine, is willing to perform the O&M Contract
duties at cost, Panda will change the term to match the Power Purchase
Agreement. This will be reflected in the next contract draft.

2.Q. Final compensation package and Force Majeure provisions needs further review.

2.A Panda is revising the compensation package and Force Majeure provisions to
reflect the ""at cost" approach for providing O&M services. This will be reflected
in the next contract draft. '

3.Q Detailed suggested contract language was provided.

3.A This language will, with one exception, be incorporated in the next contract draft.

Brown & Wood Memorandum dated January 3, 1995 From Robert L. Vitale and Robert
J. Donatucci regarding Gas Purchase Contracts. (PK014)

1.Q We would appreciate some comfort from ICF and Brown & Root regarding their '
technical analysis of the Contract’s terms, including calculation of nominated quantities
and prices, timing of delivery notices, and use of indicated indexes.

1.A These can be found in Section 3 of the Gas Contract, as well as Exhibits C and
' D of the Gas Contract ("GPC").

2.Q We would also appreciate some comfort from ICF and Associated regarding the
sufficiency of the Seller’s gas supplies. Depending upon the strength of this review,
we may need further backup to keep the rating agencies happy, but we would expect
this level of comfort to be no more rigorous than what the banks will require.

2.A Attached is Thom Hirsch’s letter to Associated’s General Counsel with mark up
of GPC according to Lender’s request. Note, supply base and credit.

3.Q If the Seller requires permits and authorizations for future performances of the Contract
(as indicated in its representations), we will need some help from the Seller in
understanding what risk, if any, this presents to the Project, particularly in the post-
completion phase.

3A What permits and authorizations are needed by Seller for performance - risks to
the Project? This has been requested of Seller to give Panda an answer, few
permits that I’m aware: 1) agency agreement between Panda/FGT/ANGI and act
as Panda’s agent to a) transport, b) make nominations and c) capacity release.
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4.Q

4.A

5.Q

5.A

6.Q

6.A

7.Q
7.A

8.Q

Under Section 3.4.1, there is a (perhaps highly technical) possibility that the damage
formula will not yield an intended result if replacement gas is not available in the
market (and thereby rendering the loss to be quantified under clause (a)
unascertainable); perhaps the use of oil would provide a satisfactory substitute fuel.
There are other ways to solve this problem as well, and we would be happy to provide
other solutions to Panda if it would like to pursue this point further. Otherwise, we
would not expect the rating agencies to focus on this point much more, particularly if
our other changes to this Section are acceptable to the parties.

Comments to GPC in this area may add some clarification, but as pointed out by
Brown & Wood (B&W), the area is minimal and remote. Panda feels we are
covered.

The rating agencies may question why the term of the Contract is not longer; if this
cannot be addressed now, we can wait to see if they raise this as a material issue.

Twenty years as requested, with three year successive ("evergreen') roll over
periods unless terminated.

We suspect that the rating agencies may also question Sections 10.5 and 17.2, to the -
extent these clauses contemplate revised pricing for the gas; again, if this issue cannot
be addressed today, we can wait to see how the agencies will react, but we think the
better course of action would be to narrow these provisions as much as possible.

Changes contemplated in Section 10.5 are if an Index is no longer published or -
the "integrity" of the Index no longer reflects "'market conditions". Change in
Section 10.5 on the premium paid ($.03/minimum) would only be if either party
perceives a real change in the service costs being reflected in the industry.
Neither of the above allow for: 1) termination of the GPC; nor 2) a change from
a methodology calculated on 'current market conditions' for a ""'monthly/daily
current pricing." Section 17.2 allows that if a loss were to affect either Party, the
Parties will either: 1) proceed as changed or 2) renegotiate to attempt to place
both Parties at ""as near the economics" they were at, prior to the change in law.

Will the banks be providing the Buyer’s LOC, and if so, on what terms?
Will respond when information is available.

If the guaranty to be provided by Seller’s parent represents the real credit in the
transaction, we may need to tighten up the default provisions further to reflect the
presence of the guaranty and making it an immediate default if the guarantor’s credit
slips without some additional credit support in the form of a Seller LOC or
replacement guarantor.
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8.A

9.Q

9.A

10.Q

10.A

See Thom Hirsch’s letter to Associated and comments.

Will test gas be purchased on the spot market, and if so, will sufficient transportation
facilities exist at the time when needed?

Test gas will be purchased from ANGI via capacity from Lakeland, Florida with
sufficient capacity (FGT and Lakeland see more than adequate capacity).

We would recommend adding provisions permitting execution in counterparts,
permitting severability of provisions, waiver of jury trial in any proceeding not settled
by arbitration, and the right to terminate the Contract due to bankruptcy or insolvency
or either Party or the Guarantor.

These requests have been added to the other contract revisions asked of ANGIL

Brown & Wood Memorandum dated January 4, 1995 From Robert L. Vitale and Robert
J. Donatucci regarding Gas-Related Contracts. (PK015)

1.Q

1.A

2.Q

2.A

3.Q

What is the status of FGT’s application to approve the new tariff relating to its Phase
I1I expansion? Are we correct in assuming that if the tariff is not approved, the
relinquishment transaction cannot be consummated? If that is so, what is the
contingency plan? When we will know whether such approval will be given or
denied? :

Thom Hirsch will address.

As you will see, we modified Section 1 to emphasize that the contract is effective
when executed, although services thereunder will not commence until June 1, 1996.

This is acceptable.

As we interpret the Agreement, under Section 3 Panda will be paying to Lakeland
those sums which Lakeland is in turn required under Section 4 to pay to FGT, to the
extent related to the relinquished capacity. This is being done because the Project is
not sufficiently creditworthy, and therefor Lakeland is interjecting its credit on behalf
of the Project. If, for any reason, Lakeland is prevented from remaining as an
intermediary, or no longer satisfies FGT’s credit standards in its own right, can the
Project contract directly with FGT, permitting the Project to make such payments
directly to FGT, while leaving Lakeland "on the hook" in name only, and insuring (as
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far as the Project is concerned) no unexpected interruption in payments to FGT? Will
FGT provide notice to the Project or any missed payment, with an opportunity to cure

in favor of the Project?
3A Thom Hirsch to address.

4.Q What is the status of the conditions precedent mentioned at the end of Section 7, which
were to be satisfied by January I, 1995?

4.A The conditions precedent have been met and are now being changed to reflect
this.
5.Q Section 8 establishes a best efforts basis to replace the Agreement if it is not approved

by FERC or if it cannot be implemented within FGT’s tariff; what other options are
available in that scenario?

S.A Other shippers will be sought.

6.Q Consider adding a severability provision to the document and a waiver of jury trial for
those disputes which are adjudicated in court. If the role of Lakeland as paying agent -
intermediary cannot be circumvented, it would be helpful if additional language was
added in which Lakeland agreed to act as paying agent on a hell or high water, no
setoff or reduction, no interfering claim basis, to the extent the Project has provided
Lakeland with the necessary funds. The indemnification we added in Section 4 is a
start on these concepts.

6.A Changes are being reflected in agreement.

7.Q Considering also adding some form of provision whereby Lakeland will enforce its
rights against FGT to the extent required to protect the Project’s rights under the
Agreement, particularly if the Project does not have such rights directly against FGT
because of the intermediation of Lakeland.

7.A Changes are being reflected in agreement.
Notice of Request Under Blanket Authorization:

1.Q Have any notices of protest been filed in respect of this request? We understand that
the protest period expires on January 9, 1995; is this correct? The Notice provides that
"FGT states that it would deliver 17,260 MMBtu of gas on an average day and
6,300,000 MMBtu of gas per year to Panda-Kathleen under new interruptible and
released firm transportation service agreements." Where is this statement derived
from?
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1.A Notice to protest were timely filed with FERC. January 9, 1995 was last date to
timely protest. 17,260 MMBtu per day and 6,300,000 annually deliveries by FGT
to Panda? I don’t know where this came from, will ask FGT/Thom Hirsch.

Letter Agreement with FGT Re: Construction of Delivery Points:

1.Q What is the status of the construction tasks mentioned in this Agreement, as well as
the permits required of FGT to perform its obligations thereunder? Is there any
significant risk that such permits will not be granted? Besides the FERC approval
discussed above, what other permits or authorizations are required?

1.A Notice to protest construction is past. FGT has requested any and all permits,
which check status. Little risks we are aware of, of not receiving permits, not
sure what other permits are required.

FTSA-1:

1.Q When will the exhibits to this Agreement be completed?

1.A Thom Hirsch is addressing.

2.Q What is the status of the comments set forth in Article IV (which should be numbered
as Article V)?

2.A Thom Hirsch is addressing,

3.Q What is the status of the regulatory approvals referred to in Article VIII; when will
they be obtained?

3A Thom Hirsch is addressing.

4.Q What is the business deal regarding FGT’s right to review the Project’s
creditworthiness, as indicated in handwritten comments marked onto Article X?

4.A Thom Hirsch is addressing.

5.Q Please provide a copy of the relevant Request referred to in the recitals.
5.A Thom Hirsch is addressing.
FTSA-2:

1.Q When will Exhibit A and B be prepared?
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1.A

2.Q

2A

3.Q

3.A

4.Q

4.A

5.Q

5.A
6.Q

6.A

Thom Hirsch is addressing,

Will the same changes marked onto Article V of FTSA-1 be made to Article IV of this
Agreement?

Thom Hirsch is addressing.

Please confirm that the new facilities referred to in Article VII are in addition to the
facilities to be built under the Construction of Delivery Point Letter Agreement
referred to above, and are not needed to operate the plant.

Thom Hirsch is addressing.

What is the status of the regulatory approvals referred to in Article VIII; when w111

" they be obtained?

Thom Hirsch is addressing.

The last sentence in Article X seems to be some form of cross-default provision to the .
Construction Letter Agreement, without any form of grace or cure rights. Given the
importance of both agreements, we would recommend some notice, grace and cure
rights be added. Are the "conditions”" referred to in this Article the receipt of money,
and if so, that should be clearly stated.

Thom Hirsch is addressing,
Please provide a copy of the relevant Request referred to in the recitals.

Thom Hirsch is addressing.

Mutual Termination and Release

1.Q -

1.A
2.Q
2.A

3.Q

3.A

What is the status of this document?

Thom Hirsch is addressing.

Why are the releases not more reciprocal?

Thom Hirsch is addressing.

What is the percentage concept contained in the document? How can it work?

Thom Hirsch is addressing.
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4.Q If this document is to be executed, we would recommend adding some additional
"boilerplate" provisions to insure its enforceability (e.g., governing law, some form of
authorization representation, successors and assigns, etc.

4.A Thom Hirsch is addressing.

5.Q The document should be addressed to the partnership, not the general partner.
5.A Thom Hirsch is addressing.

Letter Agreement Regarding Prearranged Permanent Capacity Release

1.Q The draft of this letter agreement is somewhat difficult to interpret, given various
comments written on the document. Please provide us with the current form of this
document to review. We note, however, that the draft we were supplied seems to
constitute some form of waiver in Section 2, wherein Lakeland and the Partnership
agree that their "sole and exclusive remedy" against FGT is to apply for administrative
relief, and the parties seem to waive other claims against FGT even attributable to
FGT’s actions. We will need a better understanding of the reason for this provision
and its impact on the Project. ’

1.Q Thom Hir;ch is addressing.

2.Q As a general matter, the document suffers from the same problem as the other letter
agreements referred to above, insofar as it lacks certain "boilerplate” provisions to
make it more enforceable; we would suggest adding this language, which we can
supply to you if necessary.

2.Q Thom Hirsch is addressing.
Draft of June 7, 1994 Letter Agreement Regarding Disputes Between Panda and FGT

1.Q We have reviewed a June 7, 1994 draft of a letter agreement which discusses some
disputes between Panda and FGT, including some form of termination notice issued
in respect of the 1991 FTS-2 agreement. We would like further information regarding
this dispute and the other terms and provisions set forth in this letter, as well as some
indication as to whether the letter will be signed in some form.

1.A Thom Hirsch is addressing.
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Letter from N. Clay Jones of Brown & Root, Inc. to Kirk H. Edelman of the Bank of Tokyo
Trust Company, dated January 6, 1995. (PKO016)

1.Q Contract tenure - The gas purchase, power purchase agreement (standard offer with
amendments), and proposed loan tenure do not match.

LA The chart is incorrectlyy‘ drawn by showing the Power Purchase Agreement
(Standard Offer Contract) as 20 years. Please refer to the Contract, Article IV,

Term and Milestones, Section 4.1 which the term of the Agreement as beginning
on the execution date (November 25, 1991) and expiring on the last day of March
2025.

Standard Offer:

2.(a)Q  The payment provisions in the standard offer (PPA) are absent after the 20th year.
There are no assurances that consistent payment provisions will apply. We note this
in the above graph at year twenty (20).

2.(a)A  According to the FPSC Rules, the time period over which firm capacity and
energy shall be delivered is at a minimum of 10 years and at a maximum period
of time equal to the anticipated plant life of the avoided unit. The quoted
provisions require illustrative calculations for at least 10 years. According to the
rules "upon request .... each utility shall provide within 30 days, its most current
projection of fuel forecasts, as well as any other information reasonably required
... to Project avoided cost prices'. ‘

Hence, the utility must run its illustrative projected numbers for 20 years even
though the minimum contract term is 10 years. The 20 year term of the payment
tables does not imply a 20 year limit to the contract term.

Rule 25-17.083 (3)(e)6. specifically states "At a maximum, firm capacity and
energy shall be delivered for a period of time equal to the anticipated plant life
of the avoided unit, commencing with the anticipated in service date of the
avoided unit.

Payments beyond 20 years are calculated using the same formulas as those which
generated the tables. For example, 25-17.0832 (5)(a) provides the formula for
calculating the year by year value of deferral. The formula yields the utility’s
monthly value of avoided capacity in dollars per kilowatt month for each month
of the year n, where n is defined as: "year for which the avoided unit is deferred
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2.(b)Q

2.(b)A

2.(0)Q

2.(c0)A

starting with its original anticipated in service date and ending with the
termination of the contract. In this case, the ending of the contract is March 31,
2025.

The agreed delay in the amendment to 1/1/97 is confusing. The facility is expected
to be completed 7/1/96. We do not see in the amendment provisions for capacity
payments from FPC prior to 1/1/97. FPC may not accept as-available energy from
Panda-Kathleen prior to 1/1/97.

The second sentence of this paragraph is correct. There are no capacity payments
from FPC prior to the avoided unit on-line date which was amended (or better
stated, election of normal payment option instead of early payment option).
However, according to the Florida Public Service Commission Rules, Supplement
No. 157, Rule Number 25-17.0832, Section 4(a). page 17-41, "Prior to the
in-service date of the avoided unit, the qualifying facility may sell as-available
energy to the utility pursuant to Rule 25-17.0825."

There are no specific provisions as to the maximum amount of energy FPC will take.
Ordinarily we would expect some upper limit.

The maximum amount of energy FPC will take is defined as the maximum output
of the power generation equipment as presented to the FPSC (and confirmed by
them and FPC), in accordance with the Barrett Johnson letter to the FPSC dated
August 23, 1994 and the FPSC letter from Joseph Jenkins dated August 24, 1994.
Payment for this energy is assured under FPSC Rule No. 25-17.0825, As Available
Energy, page 17-41 of the supplement No. 157, appendix to the Contract.

Gas Purchase Contract (supply)

3.(a)Q

3.(a)A

3.(00Q

First year volumes under contract (10-12 MMBtw/d) will not fuel the facility for 6500
hours as suggested in the pro forma projections. Also, during the performance testing
and reliability runs (three days and seven days respectively) the Project is subject to
spot gas availability and not firm supply.

The 6500 hours run time includes both "on-peak' and "off-peak’ hours. The 10-
12 MMBtw/d is the amount of capacity presently contracted for which is the
amount needed to fuel the facility at full load for the "on-peak' hours.
Additional capacity will be purchased as required. During performance testing
if after June 1, 1996, gas capacity and supply will be available. Prior to June 1,
1996, City of Lakeland will provide capacity as required.

The maximum available quantity of 20,000 MMBtw/d is insufficient to fuel the facility
at full load (22,800 MMBtuw/d). ‘
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3.(b)A

Yes, the maximum quantity under contract is 20,000 MMBtw/d. ANG will supply
up to 22,800 MMBtw/d if firm capacity is purchased for that volume. It is

anticipated that firm capacity or interruptible capacity will be available to meet
the full amount.

Gas Transportation Agreements

4.Q

4.A

Only references to Panda Kathleen’s ability to obtain firm transportation for the full
quantity of gas required by the facility to fuel full load are made. Granted, excess
capacity for Phase II and Phase III expansions of FTC’s line are currently available.
These capacity reservations should be obtained prior to financial closing.

Please clarify 'capacity reservations". Are these options or is the
recommendation to purchase firm capacity for the full amount; thus requiring
payment of transportation charges for the full amount for the life of the plant.

EPC Contract

5.(3)Q

5.(a)A

5.(0)0Q

5(b)A

6.Q

Scope Definition - Control of contract costs is a potential problem since the plant is .
to be built on general specifications. For example, the distilled water facility describes
the system as a whole, but is not specific regarding redundance, materials of
construction, etc. Other cost increases may occur as design progresses for things such
as pavement for maintenance access that may be desired by the O&M Contractor.
Although these cost extras may not be major increases, the cumulative effect may be
significant. The owner’s costs in the budget may or may not have considered these
items.

Cost is controlled through the not-to-exceed Guaranteed Maximum Price (GMP)
for the work on a turnkey basis to provide a facility that meets the Performance
Guarantees, the requirements of the PPA, all applicable Permits and Codes as
well as the Scope of Work. The Scope of Work provides a level of Quality,
Operability and Maintainability which must be met in the engineering and design
not only of the Contractor but any of its subvendors and contractors (Refer to
Section 2.1; Section 2.7 for general requirements and Sections 9.1.1, 9.2.2, 9.3.3,
9.4.2, 9.4.3, 9.4.4 for the distilled water facility).

Distilled Water Plant - Waste water is cycled through the distilled water plant where
solids are removed for disposal. Reliability of this system is essential to operation of
the cogeneration facility, however, as discussed above, the system is not well defined.

This is essentially the same question as (a). See above response.

No response required.
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Fax from Laurence Pettit of White & Case to Kirk Edelman of the Bank of Tokyo, dated
January 5, 1995 regarding Draft Calpine Term Sheet. (PKO017)

1.Q

LA

2.Q

2.A

3.Q

3.A

4.Q

4.A

5.Q

Are you concerned that Panda has an option to buy out Calpine stake - is there any
reason to require that Calpine continue to have a stake in the project?

The Credit Agreement may contain restrictions on transfer of partnership interests and
an event of default for a Change of Control, which we can discuss at greater length in
the context of the Credit Agreement as a whole.

There should be no concern if Calpine is replaced, the new player will have as
much, if not more, at stake than Calpine.

As to change of control being an element of default, same answer, Lender’s

- position is not changed by new partner. After all, the loan/credit facility is non-

recourse, and banks look to the facility only for repayment.

If the Calpine ceases to be a partner, a fee component will be added to the O&M
Agreement, which will increase the operating expenses payable pre-debt service. ’

This is true, and, increased O&M fee is senior to (ahead off) debt service... Will
have to be worked out.

The equity should be contributed at the closing into the Construction Account
established pursuant to the Disbursement Agreement and will be disbursed pursuant to
the Requisition mechanism to be set forth in the Credit Agreement.

Will the equity be withdrawn from the Construction Account and expended on Project
costs before any loans or MTN proceeds, or will it be expended on a pro rata basis
during construction?

Yes, equity contributed at closing. Intended to "spend" it first to minimize fees
and interest during construction.

It should be clear that the equity return is payable only out of, and to the extent of,
Project cash flow after payment of all expenses and reserve deposits with priority.

No response required.

There will be conditions in the Credit Agreement to payment of the first partner
distribution above and beyond the mere occurrence of the "Contract In-Service Date"
under the PPA, for example a final survey, a permit opinion, independent engineer’s
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3.A

6.Q

6.A

7Q

7.A

certificate, initial deposits into the debt service reserve account and occurrence of the
"Final Acceptance Date" under the EPC Contract.

Please clarify. We pay all third party bills not submitted at closing.

During construction, the equity will essentially be pay-in-kind and there will be no
cash payments under any circumstances. [s this Panda’s understanding too?

Please clarify.

We assume the equity will be contributed at closing, although in one or two places the
term sheet refers to the possibility of the equity being funded at "conversion”.
Presumably, the equity will come in at closing.

Yes, equity will come up front, unless for some compelling reason we use Calpine
Letter of Credit instead...unlikely.

Letter from Laurence Pettit of White & Case to Cornelius J. Golden of Chadbourne & -
Parke, dated January 9, 1995 regarding Standard Offer Contract between Panda-Kathleen,
L.P. (the "Company") and Florida Power Corporation ("FPC") for the Sale of Electricity
from the Company’s Proposed Gas-Fired Cogeneration Facility in Polk County, Near
Lakeland, Florida. (PK018)

To be referred to Panda’s legal counsel, Barrett Johnson.

Memorandum dated January 9, 1995 to Robert L. Vitale from Lcuis A. Evans of Brown
& Wood regarding Merrill Lynch/Panda-Kathleen Environmental Permits. (PK019)

See attached ECT letter dated January 16, 1995.

Letter to Distribution List regarding Revised Gas Transportation Contracts from Robert
L. Vitale and Robert J. Donatucci dated January 9, 1995. (PK020)

Comments will be addressed with FGT.
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Facsimile dated January 10, 1995 from Laurence Pettit of White & Case to Various
Individuals regarding Consent and Agreement between Bank of Tokyo, Panda-Kathleen,
L.P., and Florida Power Corporation. (PK021)

No response required.

Draft of a Letter to Panda-Kathleen, L.P. from Florida Power Corporation regarding
Qualifying Facility Status Pursuant to Standard Offer Contract for the Purchase of Firm
Capacity and Energy From a Qualifying Facility less than 75 MW or a Solid Waste Facility,
Between Panda-Kathleen, L.P. and Florida Power Corporation, Effective September 20,
1991. (PK022)

No response required.

Draft of a Letter to Panda-Kathleen Corporation from Florida Gas Transmission Company
regarding Mutual Termination and Release Agreement Between Panda-Kathleen, L.P.
("Partnership') and Florida Gas Transmission Company ("FGT"). (PK023)

Comments will be addressed with FGT.

Memorandum from Thom Hirsch to Gerald Drumm, Robert Vitale, and Rick Stephens
dated January 10, 1995 regarding Panda-Kathleen Documents. (PK024)

No response required.

Memorandum to Distribution List from Robert L. Vitale and Robert J. Donatucci regarding
Panda-Kathleen Project dated January 10, 1995. (PK025)

Barrett Johnson to address during phone conversation.

Facsimile from Laurence Pettit to Various Individuals dated January 12, 1994 regarding
Panda-Kathleen. (PK026)

No response required.

F Docket No. 950110-EI
FPC Witness: MORRISON
Exhibit No. , (BAM-6)
Sheet 26 of 26



FPSC DOCKET NO. 950110-EI
EXHIBIT NO. (BAM-7)
CONSISTING OF FIVE PAGES

PANDA HAS ASSERTED A CLAIM OF
CONFIDENTIALITY FOR EACH
PAGE OF THIS EXHIBIT



5 | Yo
PANDA ('h

ENERGY CORPORATION

The Independent Power Company

FPSC Docket No. 950110-EI
FPC Witness: MORRISON
Exhibit No. , (BAM-7)
Sheet 1 of §

January 16, 1991. e

Secretary .
Federal Energy Regulatory Commission

825 North Capital Street

Washington, D.C. 20426

RE: Panda Energy Corpeoration
Notice of Self-Certificaticn
As A Qualifying Facility
150 MW Gas FPired Facility
Lakeland, Florida

Gentlemen:

Enclosed'hcrewith you will £ind four (4) copies of subject Notice.
We would appreciate receiving a copy of this Notice from you
reflecting the assigned QF Number.

If you have any questions, please let me know.

Very truly yours,

(*z
R 35\-
EdwardQR. Gwynn O —

General Counsel
ERG/tb

Encls.

CONFIDENTIAL
PK 017314

4100 Spring Valley, Suite 1001 Dallas, Texas 75244
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Self qualification for the Panda Kathleen facility has been filed (see attached)
formal filing will be made after final design has been determined. Preliminary
design - calculations are given below based on and average annual steam
commitment to Erly Juice of 30,000,000 BTU's/hr.

Thermal 30,000

Thermal 511,950 + 30,000
+Electrical

Electrical + 511,950 + 15,000
1/2 Thermal =

Total BTU Input 1070.400

\

30,000
. = 5.5%
541,950
= 49.2%
CONFIDENTIAL
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UNITED STATES OF AMERICA
BEFORE THE
PEDERAL ENERGY REGULATORY COMMISSION

Panda Energy Corporation Docket No. QF

Notice of Self-Certification As a

oualify cion Facilit

Pursuant to Section 292.207 of the regulations of the Federal
Energy Regulatory Commission (the "Commission™), Panda Energy
Corporation ("Panda") hereby files a notice of self-certification
as a qualifying cogeneration facility.

Location of the Facility And
Identification of the Applicant

The cogeneration facility (the "Facility") will be located at the
plant site of Erly Juice, Inc., 4100 Frontage Rd. South, Lakeland,
Florida 33802-2004.

The owner of the Facility will be Panda Energy Corporation, a
corporation existing under the laws of Texas.

The address of Panda Energy Corporation is:

Panda Energy Corporation
4100 Spring Valley Road
Suite 1001

Dallas, Texas 75244

DRescription of the Facility

The Facility is a. combined cycle cogeneration facility,
incorperating one (1) gas fired combustion turbine generator, one
(1) waste heat recovery steam generator and cne (1) extraction
induction steam turbine generator.

The Facility will have an estimated net maximum capacity at_.design
conditions of 150 MW. The electrical output of the Facility will
be sold to Florida Power Corporation (FPC) with an interconnect
directly into the FPC transmission systen. The Facility will
generate approximately 50,000 lbs. per hour of steam which will be
sold to Erly Juice, Inc. and used in the dye process and drying of
orange juice and by-products.

CONFIDENTIAL
PK 017316
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Brimary Energy Source
The Facility will be fueled by Natural Gas and is expected to
commence operation in 1993.
Panda Energy Corporation has submitted this notice of self-
certification as a qualifying cogeneration facility to be executed
by its corporate official and general counsel on this 16th day of
January 1991.
Respectfully submitted,
PANDA ENERGY CORPORATION

-‘.c-—;y_/,és-z/( ’ 2 . 'j“ "3— ——

Edward R. Gwynn
General Counsel

ERG/tb

CONFIDENTIAL
PK 017317



S.

FPSC Docket No. 950110-EI
FPC Witness: MORRISON
Exhibit No. , (BAM-7)
Sheet 5 of §

Panda would prefer Wednesday, January 30, 1991 as our meeting date. A
suggested alternate date would be Thursday, January 31st.

CONFIDENTIAL
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PANDA Gm

ENERGY CORPORATION

The Independent Power Company

January 17, 1991

Erly Juice, Inc.

4100 Frontage Rd., South

P.O. Box 32004

Lakeland, Florida 33802-2004

LETTER OF INTENT
Gentlemen:

This letter, when accepted by you, will acknowledge (i) that you are considering entry
into an Agreement with Panda Energy Corporation (*Panda‘) relative to the
construction of a Cogeneration facility to serve your Erly Juice/Lakeland Plant; (ii)
that considerable time, effort and resources will be expended by you and by Panda
in the course of this consideration; and (jii) that certain confidential information will-
be exchanged between you and Panda in the course of this consideration whether or
not a Cogeneration Agreement is eventually entered between us. In consideration
for this exchange of information and expenditure of time, effort, and resources, the
parties hereto agree as follows:

1. All data (electrical, steam, financial, price, contracts and other data and
written information) exchanged between the parties will be used for
evaluation purposes only.

2. All such data and information will be treated as confidential data by the
Parties hereto. it will not be shown to or otherwise disclosed to any
third party (other than to employees or consultants of the Parties)
without express written consent to do so.

3. All such data and information (and all copies thereof which may have
been made) shall be immediately returned upon the other Party's
request to do so.

4, Panda Energy Corporation (Panda) is preparing a proposal for Florida
Power Corp. which requires that the location of the plant be identified
to facilitate interconnection studies. Panda is granted exclusive
authority to identify, in such request for proposal submittal within
twelve months of the date of this Letter Agreement, your Lakeland,
Florida Plant as the possible host for a cogeneration facility to be built

by Panda. 13 0513

4100 Spring Valley, Suite 1001 Dallas, Texas 75244
214/980-7159 FAX 214/980-6815
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5, If Panda Is successful in any such bid broposal. it is agreed that Erly
Juice ana Panda will enter into negotlations to attempt to consummate
a cogeneration agreement which would parallel the contract term with

Florida Power Corp,

8. Panda would agree to dsliver steam to Erly Julce up to 50,000 pounds
of steam per hour, at 150 PSIG, for $2.00 per thousand pounds.

(Escalation rate to be negotiated)

7. The facility will be located on 12 acres owned by Erly Julce at the
Lakeland site, The property will be purchased or leased by Panda.

8. Each party hereto agrees that they will not contact third parties with
whom the other party Is In privy without permission to do so.

9. in consideration for the time and expense necessary to achleve project
completion, thls agreement can be extended for an additional twelve
month perlod If progress, satisfactory to both partles, is being

accomplished.

Nothing herein shall obligats elther party to enter a Cogeneration Agreement. If the
foregoing is acceptable to you, please execute, date and return a copy of this Letter
Agreement to the undersigned to Indicate your acceptance therecf,

Very truly,

It is expressly agreed and acknowledc
that Erly Juice, Inc. shall have
liability for any expenses incurred
Panda Energy Corporation arising out
v or relating in any way to this Agreemer
Prgsident Further, any agreements with respect
Cogeneration, property sale or lease,
related matters shall be subject

By___m%_‘ further negotiation.
Tom Bagby

]
Manager, Sales/Business Development <
A !
Accepted and Agreed to: E
Erly Juice, Inc. . o~
=
By: Ll
Title:_Vice President, Finance %
FPSC Docket No. 950110-EI :
FPC Witness: MORRISON Date;__January 16, 1991 O
Exhibit No. , (BAM-8)
Sheet 2 of 3 130514
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INTEROFFICE MEMORANDUM

DATE: September 9, 1992
TO: Ralph Killian
Robert Wolf
Tom Bagby
Mark Bentley

FROM: Joe Brinson

SUBJECT: Erly Juice Negotiations and Contacts

As you are all aware, we have reached an active and sensitive negotiation stage with Erly
Juice. Itis important that we maintain a single point of contact with Erly Juice during this
stage. To do otherwise would afford Erly Juice multiple and unnecessary opportunities to

- elicit information and to gain negotiation advantages.

Accordingly, I have designated Mark Bentley of the Legal Department as our single contact
point during the period of negotiations. All other Panda employees are requested to initiate
no contacts (written, in person or by phone) with Erly Juice or their representatives without
my prior approval or Mr. Bentley's prior approval.

I am not suggesting that such contacts should never be made. I'm only asking that they be
cleared with me in advance. Neither am I suggesting that you refuse to talk if an Erly Juice
representative contacts you or that you say you aren’t the proper contact point. I am
suggesting, (if information or your opinion on a negotiation point is sought) that you politely
and adroitly promise that you will obtain the necessary response and that you then refer the
request to me or to Mark.

I'd also appreciate (i) receiving copies of all of your correspondence from or concerning
Erly Juice or the Erly Juice situation and (ii) having the opportunity to approve letters to
Erly Juice before they are mailed.

I would like to maintain a similar control after negotiations are completed.

Your cooperation will be greatly appreciated.

cc: Robert Carter
Hans van Kuilenburg
Ed Gwynn

P-K00GS917
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MEMORANDUM Shenr” fof " BAM-10)
DATE: March 19, 1993
TO: Ann Burgr
FROM: Ted Hollon j‘a&
SUBJECT: Panda~Kathleen Cogeneration Plant - Lakeland, Florida

A trip report on Mark's and my recent visit to St. Petersburg and Lakeland is forthcoming. In
the interim, there are several key issues that need to be resolved in an expeditious manner in
order to move forward. These issues are FYI and are as follows:

1) FPC- While FPC and Panda informally agree that a 1997 COD is in the best interest of
all concerned, our contractual obligation calls for a 4/1/95 COD. Clarifications and
modifications to this agreement need to be formally resolved as soon as possible.
Without a confirmed date, the EPC contract cannot be finalized.

2) | Erly Juice ~ The energy supply agreement needs to be finalized. There is a possibility
that action taken to modify the FPC agreement (see itemn 1) may leave Panda vulnerable,
especially if we do not have a steam host under contract.

Additionally, it may be prudent to investigate possible alternate steam hosts in the area
as a precautionary backup measure.

3) City of Lakeland - FPC indicated that the City is serious about Panda using their
substation and that the City can be a formidable obstacle (and opponent) in our permitting
and zoning efforts.

Panda owes the City of Lakeland a response to their-2/8/93 letter. This issue needs to be
addressed and handled with kid gloves so that we do not provoke a conflict that would
‘impact-time and costs, not to mention goodwill. Mark feels we have a strong case for
not utilizing the City's substation thus avoiding their "wheeling" charges. However,
resolving this issuc would eliminate the Gay property site and allow us t0 focus on one

corridor.

These issucs nced Panda's immediate atrcntlon Mark is knowlcdgeable of the above and is
working toward their resolution. '

P-K001133
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MEMORANDUM

DATE: March 23, 1993

TO:

FROM: Ted Hollon djﬁg

-

Ann Burgr

SUBJECT: Panda-Kathleen

Project Status Meeting

The following is a brief synopsis of today's project status meeting.

In attendance: Mark Bentley

1)
2)

3)

4)

Ralph Killian
Brian Dietz
Darol Lindloff
Ted Hollon

Panda is contractually obligated to FPC for a 4/1/95 COD. .

FPC- Panda needs to resolve COD extension. Mark Bentley is to write a letter (by
~ 3/23/93) to FPC establishing our position with regard to a 1997 COD. Panda is
to proceed with a 1995 schedule unless our sales agreement with FPC is modified

to reflect a different date. -

ERLY JUICE- Ted Hollon will draft a letter (by 3/23/93) to Bronson Schultz for
Mark's review.

-Darol will make initial contact with NECO as an alternative Steam Host. Panda will
investigate other sources, too.

-Panda could save approximately $5 million in capital cost by relocating cogen plant and
steam host closer to the pipeline and power line intersect.

-Mark to investigate the effect of relocation with regard to our site specific location in
the FPC sales agreement.

CITY OF LAKELAND - Mark is to send a written response to the City's 2/8/93 letter
by 3/23/93.

CONFIDENTIAL
PK 00597¢



5)

6)

7

8)

9

GAY PROPERTY - The real estate agent was asked to inform Mrs. Gay of Panda's

intentions not to renew the property option. Mark is to formally
notify Mrs. Gay before the 3/29/93 deadline.

ABB- Need to resolve Erly Juice and FPC before any decision can be made.

GAS COMMITMENT -  Hold off any sales agreement for one week. We will
review 3/29/93.

WATER CONSUMPTION- ECT needs the water consumptioh rate for the cogen plant |
permitting effort. Dietz said it is too early in the design

stage to determine this requirement. [ will explore with
Century/Bibb.

NEXT MEETING - Date to be established.

Attendants

FPSC Docket No. 950110-EI
FPC Witness: MORRISON
Exhibit No. » (BAM-11)
Sheet 2 of 2
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PANDA-KATHLEEN L.P. N
A Panda Company C')

March 24, 1993

Mr. Bronson Schultz

Vice President - Finance

Erly Juice, Inc.

16825 Northchase Dr., Ste 1600
Houston, TX 77060

RE: Thermal Host Contract
Panda-Kathleen
74.9 MW Plant

Dear Bronson:

As you are aware, Panda Kathleen, L.P. has a power sales agreement with Florida Power
Corporation. This contract calls for a construction start date of 1 April 94. In order to meet this
contractual obligation, Panda must start its permitting and engineering efforts by 1 April 1993.

Therefore, Panda and Erly Juice need to finalize the Thermal Host Contract in a timely manner
that is consistent with our overall project schedule. [ have been unable to reach you by telephone

despite repeated attempts.

We would appreciate your carliest attention to this matter. Please let me know as soon as
possible when you will be able to meet us and conclude this agreement.

Sincerely,
3

Mark Bentley

Attorney

MB/em -

cc: Ted Hollon
SPECIALLY
RESTRICTED
PK (082235
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'"'"EMORANDUM  pabicNo. |, (BAM-13)
' 'DATE:'" May 6, 1993 Sheet 1 of 1
'"FROM:'' Stephen Argenbright
R o L Anne Burgr, Bill Nordlund, Ted Holland
'"'"RE:'" E:rlf Juice Contract Negotiations '

Joe Brinson confirmed this morning that Randy, the Plant Manager
for Erly Juice, is in possession of all ECT's enviromental reports.
Hence, I do not believe that we should use the reports to obtain
an option to purchase the site, especially if Panda waits until
after the Erly Juice sale closes.

Panda would be wise in pushing for a thermal/option agreement with
the new owner of Erly Juice prior to the sale transaction. After
the sale transaction, the new owner would have no more incentive to
deal with Panda than the current management of Erly Juice; and
those negotiations have dragged on for over 18 months. -

It is my opinion that the current management of Erly Juice has
advanced significant added value to the plant as a result of
Panda's offer to supply cheap thermal energy. Panda should
capitalize on this by subtly hinting that a thermal agreement is
not an absolute, and that Panda is considering other sites. At the
same time, Panda should indicate an overt willingness to enter into
a thermal agreement with thé new owners. -

Lets meet on these issues as soon as possible.

CONFIDENT]
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DATE: December 8, 1993
TO: Distribution

FROM: Ted Hollon Jﬁo

SUBJECT: Panda-Kathleen Action Items

The following are action items identified in the Kathleen project status meeting (12/7/93):

1) Ruthven Property: Tom Bagby is to reach agreement on price and term;’for the
7.53 acre Ruthven site by 12/10/93.

2) Development Budget: All department heads are required to provide development
funding requirements (if applicable) to Ted Hollon by 12/10/93.

3) Permitting Strategy: Panda is not going to permit under the Power Plant Siting Act..
ECT will direct permitting efforts. Engineering must commence soon to support
permitting. - '

4) EPC Negotiations: Century is to come in 12/13/93 to discuss EPC contract. Terms
directed by Panda management will be discussed with Century, ie. $1.5 million,
development loan and at-risk engineering.

5) Steam Host: Ted Hollon shall be responsible for marketing the distilled water. Tom
Bagby will pursue neighboring plant, Dynaplast, as a potential alternative host.

6) Project Budget: Bryan Urban and Ted Hollon are to update the proforma.
Financial closing is now scheduled for December 1994. Financial markets need to
be explored ASAP as the margins are tight.

7) Project Equipment: Brian Dietz to investigate the Frame 6/LM 6000 upgrade as
alternatives to reducing capital plant expenditures.

Distribution: -
Tom Bagby cc: Bob Carter

Ralph Killian Pete Wright

Brian Dietz

Bryan Urban

P-K001l166
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FPSC Docket No. 950110-EI

PANDA-KATHLEEN PROJECT D imess: MORl(l]i?ﬁw)

STATUS MEETING NOTES Sheet 1 of 3
MEETING DATE APRIL 12, 1994

Attendees: Ted Hollon y Ralph Killian
- Brian Dietz Bill Nordlund
Kyle Woodruff Todd Carter

ccCe

Taylor Cheek, Tom Bagby

CITY OF LAKELAND

Paul Elwing, Manager of Systems Planning for the City has requested additional
information for their evaluation of Panda’s proposal for 35 MW. (See Taylor
Cheek’s internal memo of 4/12/94). Paul Elwing should provide the City’s analysis
of our proposal by Friday 4/15/94.

Action: Todd to provide information to Paul by Wednesday 4/13/94.

A letter is to be drafted requesting the basis of the City’s firm price for wheeling and

" the terms of amortization of up front capital for interconnect cost for electricity and

water.
Action: Ted/Kyle to draft letter.
STEAM HOST

Florida Juice should provide new steam consumption numbers by Friday April 15,
1994. Numbers are required to see if QF status can be met with Florida Juice alone.
"Off-Peak" steam production will have to be provided by F.J.’s existing boilers since
no auxiliary boiler is planned at the Kathleen facility.
Action: Kyle to follow up with Randy Delliveniri at Florida Juice.

Todd to run cost of steam vs. power.

Distilled water plant output should be based on 3/4/94 water balance; not water
balance in RFP.

FPC INTERCONNECT
No response is required to FPC letter of 3/21/94 at this time.

Action: Bill will review letter with Barrett Johnson.

P-K001151
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RUTHVEN PROPERTY

Panda plans to purchase 60’ addition to property on the south side of the present
site.

Will a permit to cut trees be required from the County?
Action: Kyle to pursue with Mike Roddy at ECT.
FLORIDA GAS

Signing of contract delayed.

P-K0O1l1l5:



— ——— — L4 ———— — —— ~—

FPSC DOCKET NO. 950110-EI
EXHIBIT NO. (BAM-17)
CONSISTING OF FOUR PAGES




- - ¢ o

FFERCY &,051

‘ UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

Panda-Kathleen, L.P. ) Dockat No. QF$4-150-000
. FPSC Docket No. 950110-EI-
Small Power Producticn and ) FPC Witness: MORRISON
Cogenaration Facilities ) Exhibit No. , (BAM-17)
- Qualify:.ng Status ) Sheet 1 of 4—_

ORDER GRANTING APPLICATION FOR CERTIFICATION
AS A QUALIFYING COGENERATION FACILITY
(Issued Octsber 20, 1594)

Summagy:

¢on August 23, 1994, Panda-XKathleen, L.P. (Panda-Rathlaeen)
filed an application for csrtification of a cogeneration Zfacility
as a qualifying facility (QF) pursuant to Section 292.207(b) of
the Commission’s Regulaticns. Thae facility will be locatad in

'fakeland, Florida, and will consist of a combustion turbine

ganerator, an unfired heat recovery boiler and a steanm turbine
generater. The primary energy socurce will ke natural gas. The
maximum net electric power production capacity of the facility
will be approximately 125.9 MW. Staax recovered from the boiler
will be usad for the production of high quality distilled water.
Electric pewer produced by the facility will be sold to Flerida
Power Corporation. Installatien ef the facility is schaduled to
commencs in January of 13595, . ‘

Based on thase facts, the facility is a topping-cycle
cogeneration facility within the meaning of Section 292.202(d) ef
the Commissien’s Regulations. '

Notica of the application was published in the Federal
Register with comments, protsests or motions to intarvene due on
or befora October 11, 13%4. 1/ No raspcnses were receivaed.

usgic
A. Qunezxship:

Section 292.206 of the Commission’s Regulations requires
tmat no mere than 50% cf the equity interest in a QF be held,
directly or indirsctly through subsidiaries, by elactric
utilities and/or elactric utility Rholding companies '
(collectively, electric utility entities). Fanda-Xathleen, which
will cwn and operate the facility, is a wholly-owned subsidiary
©f Panda Energy Corporation, a privatasly-helad company. Fanda

fed. Reg. 46,408 (1%9%4).

«

D
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Docket No. QF84-150-000 -2 €r3793
Energy Corporation is engaged in the businass, through its ’
subsidiaries, of develeping, owning, and cperating QFs and exempt
wholesale generators (EWGs), 2/ and Gevelcpment and exploraticn
of hydrocarbons. Neither Panda-Kathleen nor Panda Energy
Corporation, nor any of their agfiliates, is engagad in ths
generation or sale of alactric power, or has any ownarship or
operating intarest in any electric facilities cther than QFs ang
EWGs. Since no electric utility entities have any cwnership
interests in the facility, it satisfiss the Commissien’s QF

, cwnership criteria. '

B. - Use of Thermal outwut:
. According to Panda-Kathleen, the thermal cutput frem the
facility will be used by Lakealand Water Company, an affiliate of
Panda~Kathleen, to produce high quality distilled watsr for use
in industrial processes. Panda-Kathlaen'’s application ¢f the

thernal energy ocutput for this purpose is commen and, thus, is
presumptively useful under the criteria set forth in Elegtrodvne

Eageazch Cormgoration, 32 FERC ¢ 61,102 (1985), as clarified in
LaJst Enercv company (LaJet), oxder demying rehesring, 44 FERC b
€1,070 (1%88). 3/ -

)

-

2/ An EWG is not considered an alectric utilisty. company undar
Section 2(a)(3) of the Public Utility Holding company Act of
1938 (FUHCA), as amanded by the Energy Policy Act of 1832,
and ownership of an EWG deces not result in primary
engagement in the generaticn or sale of elgectric power undar
Sections 3(17)(C)(ii) and 3(18)(B)(ii) of the Federal Power
Act (3e4 Sections 32(e) and 32(j) of PUHCA).

2/ If the use of a cogeneration facility’s thermal output
constitutes a common industrial or commercial application,
v it is presumptively useful and the Commission performs nc
further analysis regarding the usefulness of the tharmal
, cutput. If, on the other hand, the use of the thermal
l cutput inveolves a tachnology which is not commen, saparate
standards apply depending upen whether thae user is cr is net
an affiliate of the cogenerator. 1In the case of a thermal
host that is not affiliated with the cogenerator, plausible
l avidence of either an arm’/s~length markat for the thermal
euUtPUt or an end preduct produced with the aid of that
thermal cutput establishes ussfulness. In the case of a
' thermal host that is an affiliats of the csgeneratser or
where the thermal host ls the cogenerater itself,
guantitative economic justification established usefulness.

) See LaJeS. FPSC Docket No. 9501 10-EI
< FPC Witness: MORRISON
Exhibit No. , (BAM-17)
Sheet 2 of 4

.
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Docket No. QF94-150-000 3= 679793
c. Q ngd fici S

Based on the information provided by Panda-Kathleen, tha
facility satisfies the cperating and efficiency standards
established in Section 292.205 of the Commission’s Ragulations.

Einding:

The topping-cycle écganaratinn facility, as daseribed in the
application submitted by Panda-Kathlesen, meets the requiraments
established in‘SQcticn 292.203(b) of the Ccmmission’s Recgulations
ragarding csrtification as a qualifying ‘cogeneration faciliscy.

The Diregtor:

Grants certification of qualifying status to the faclility
referanced in the submittal filed on August 23, 1594, by Panda-
Kathleen pursuant to Sacticn 252.207(k) of the CemmiszZien’s
Ragulations and Section 3(18)(B) of the Federal Power Act, as
anended by Sacticn 201 of the Publie Utility Regqulatory Policies
Act of 1978 (PURPA), provided that tha facility is owned and
cperated in the manner described in the application and this
order. 4/ To ths extant that facts or representations which
form the basis for this order change, this order cannot ke relied

a upon. While the facility might still be a2 QF under the changed
) circumstances, self or Commission recertification at that point
—_ will be necessary, 5/ . :

4/ Certification as a QF serves only tec establish eligibiliey
for benefits provided by PURPA, as implemented by the
Commission’s Regulatiens, 18 C.F.R. Part 292. It dces neot
relieve a facility of any other requirements of local, state
cr federal law, including those regarding siting,
construction, cperaticn, licensing and pellution abatsment.
Certificaticn does not establish any preoperty rights,
resolve competing claims for a site, or autherizs

construction.
£/ See cltizens for Clean Air and Reclaiming gur Epvirsnment v

Newbay cecrooration, 56 FERC % 61,428 (1991), and M,‘;’;and
Cogeneration Venture Limited Partnershin and CMS Midlangd,
) 56 FERC 9§ 61,361 (l8%1). - -

Inc.,

FPSC Docket No. 950110-EI
FPC Witness: MORRISON
Exhibit No. , (BAM-17)
Sheet 3 of 4
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Aythoritjeg:

Authority ¢o act cn this matter is delegated to the
Director, Division of Applications, pursuvant to Section 375.308
of the Commission’s Regulations.

This order constitutes final agency action. RegQuests fer
rehearing by the Commission may be filed within 30 days cf the
date cf lssuance of this crder, pursuant te¢ 18 C,F.R. Section

Vo) Mol

Donald J. Galinas, Director
Division of Applications

-

FPSC Docket No. 950110-EI
FPC Witness: MORRISON
Exhibit No, , (BAM-17)
Sheet 4 of 4
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MEMORANDUM
FPSC Docket No. 950110-EI
FPC Witness: MORRISON
Exhibit No. , (BAM-18)
DATE: April 7, 1993 Sheet 1 of 1
TO: . Ann Burgr
FROM: . Ted Hollon
-~
SUBJECT: Panda-Kathleen
Lakeland, Florida \
L N

Due to the in-service date election granted by FPC, the 74.9 MW facility in Florida is in the
process of being "mothballed.”

A new project schedule is being formulated to depict a 1/1/97 Commercial Operation Date to
FPC. Correspondingly, a new "drop-dead" construction date (to be included in the revised FPC
rate agreement) shall be 1/1/96. However, Panda will need to start 3 or 4 months earlier to allow
for testing, training, etc, before coming on line.

Whilst most project related development activities are being slowed or postponed, there are
several activities that would be prudent and cost effective for Panda to continue. These activities
include air and water use/discharge permitting and right of way surveying, environmental audit,
and land options.

ECT has advised that new, more stringent regulations for emissions are being considered for
Florida, especially in the Polk County area due to heavy concentrations of industrial emissions.
Should Panda delay this permit to coincide with the in~service date slippage, our air permit may
be more difficult (and costlier) to obtain. Additionally, the water use/discharge permit is critical
activity that needs to be determined at an early stage of the project to avoid surprises, later on.

Panda has previously approved a $47,000 NTE agreement with ECT for the above permitting
effort. We need to continue this effort as it corresponds to the revised FPC schedule and the
validity of the permits ensuring that they are in effect before construction begins.

/’—\

e
Unless otherwise instructed, I will proceed in this direction. ~
cc: R. Carter e
A
M. Bentlev — | { N
1

1 7/

D. Lindloff ok
D e ol

P-K001149
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Panda Energy Corporation
b 4 Schedule D

12/22/83 4.23 PM N
. Knl":lul.l {FPC) ‘-‘75 Mw Projed Page 1 0f 1
Senlor Debt: Plant Capacity (kw) 112,100
% of Total Financing 80.00%
Amount $81,350,000 34,558 Construction Costs:
interest Rate 9.00% 154 Tumkey Construction Contract $64,800,000 $578 few
Amonization Term (Yrs) 18 Dy Construction Conlingency $3.000,000 $27 Aew
Amort Method (Straightline, Morigag i Mongage Pipsline Construction Costs $3.500,000 $31 Aw
. Tranamission Construction Costs $5,500,000 $49 fw
Subordinated Debt: Distilled Water Facility $1.500.000 $13 Aow
% of Tota! Financing 0.00% Total Construction Costs $78,300,000 $688 /kw
Amount 30
interest Rate 0.00% : Development Cosis:
Amontization Term (Yrs) 1] Permitting Costs $500,000
Amort Method (Straightine, Mortpage, Varisbie) Straightline Development Fee $2,000,000
Equity Enginesring Cosis $500,000
Equity Investment: Outsiie Panda Flip Security Deposits. $749,000
% of Totat Financing 10.00% 10.00% Operating Exp Duting C. L ) $700,000
Amount $10,188,750 $10,168,750 12.00% RR ‘O&M During Construction $500,000
Cash Flow Allocation % - 50.00% $0.00% 10.00% Final % Fuel Costs During Conetruction $200,000
Aher Tax Equity IRR (25 Yrs) 13.11% 16.25% 19 Flip Year Inltial Spers Parts Puichases $1,900,000
initisl Fuel Oil Fil§ $500,000
Financing Deal Costs: Other Development Costs $500,000
Senior Debt : 3.00% Total Development Cosls $3,049,000
Subordinated Debl 0.00%
Equity lnvestment 4.00% Other Develop A
Total Financing Deal Coals $3,254,000 Construction Period ( 8, 12, 18, or 24 Months) 12
Expected On-line Date Jan-97
Other Financing Assumptions: Sales Tax on Equipment £.00%
Expecied Financisi Closing Dale Jan-06 Import Duties on Equipment - 0.00%
Initial Debl Service Resarve $2,000,000 Baze Value of Equipment (70 % of Tumkey) $45,360,000
C ion interest Negative Canry 1.50%
Performance Letter of Credit $3,363,000
Annus! Lelter of Credit Fee 125%
interest income Rele 4.00%
Tax Assumptions; (Notes to Assumetions:
Federal Tax Rate 34.00% Lqulpm Description:
Stale Tax Rate 1.00% One ABB 11N, Steam Twbine, HRSG
Foreign Withholding Tax 0.00%
Sales & Use Tax (Based On Annual Revenue) 0.00%
Property Tax Rate 1.400% [Fusling Deacription:
Assessed Property Value (85% of Tumkey) $55,080,000 Frim Transporistion on FGT Phass il Expantion
Tax Deprecialion Rate (Declining Vaiue) 150.00% P
Tax Deprecistion Period 20
Amortization Rate - Deal Costs 556% Othar Project information: LT P
Amortization Period - Deal Costs 18 Steam hos! - Distilled weler facilly {Cngt; $1.500.000)
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Panda Energy Corporation Schedule B

12/22/93 422 PM ‘ Kathieen (FPC) - 76 MW Project vs._e:
- Projected Cash Flow Statement
@ m o 1 2 3 4 5 6 7 [ 9 10
YearEnded YearEnded YearEnded  YesrEnded  Year Ended YearEnded YearEnded YesrEnded YearEnded  Year Ended YearEnded YearEnded  Year Ended
1994 1995 1996 1997 1998 1999 2000 2000 2001 2002 2003 2004 2005
Net income $0 $0 $0  (39,306,690) (35.654.576) (34.236,607)  (33,541.248) $415.986 $4,174,088 $5.517.258 $6.765.634 $7.168.183 $5.090,091
+ Senior Deb! Financing 0 ] 81,350,000 - "0 [} o 0 [} [ o [} ] o
+ Subordinated Debl Financing 0 [ 0 [ ] [} 0 /] ] 0 0 [} 0 0
+ Equity Investment 0 4] 20,337,500 ] 0 0o . /] 0 0 0 /] 0 ]
+ Depreciation 8 Amortization [ [+ 0 1.379,620 6,839,892 6,362,197 5922948 5.552,763 5,182 485 4,843,169 4,657,043 4,687,337 4718525
+ Interest Expense 0 0 [ 7,321,500 7.144230 6,951,005 6,740,390 6,510,820 6,260,589 5,987,836 5,690,536 5,366,479 5.013257
+ Rel of Turbine Overhaul R [ 0 o 749,000 0 0 110,000 826.200 987,400 972,400 972,400 972,400 251,400
+ Release of Debt Service Reserve 0 0 0o [} o 0 0 [ [ ] 1] 0 o
{-) Conslruction Costs 0 0 (78,300,000) 1] [ [} 0 0 0 0 o 0 [}
(-) Development Coxts o (1.249,000) (10,317,000) ] 0 [} [ 0 [} [ 0 [ [}
{-) Fi ing Costs (1 ding Capitailized o 0 (13,035942) ] ] 0 0 0 0 0 [} [ [
() Additions toTurbine Overhaul Reserve 0 [} ©  (1250,800) (1.406800) (1.326200) (1326200  (1.326200)  (1.487.400) (1457,400)  (1.487.400)  (1.487.400)  (1.487,400)
(-) Additions 1o Debl Service Reserve 0 0 0 [ 0 [ 4] 0 0 0 [ 0 [
Cash Flow Available for Debl Service o {1.249.000) 34558 4,892,829 6,922,745 7,750,395 7.905,891 11.979.570 15,117,162 15,033,263 16,598 214 16.707.000 14,386,873
Debt Service:
Interest Expense:
Senior Bonds 0 0 [} (7.321,500) (1.944,230) - (6.951.005) (6.740,390) (6,510.820) (6.260,589) (5.987.,836) (5.690,536) (5.366,479) (5.013.257)
Subordinaled Loan 0 [} 0 1] [} [} ] [} [ [} o o 1]
Princips! Paymenis:
Senior Bonds® [} [} 1] (1.969.670) (2,146,940) (2.340,165) (2.550.780) (2.780,350) (3.030,581) (3.303,334) (3.600.634) (3.924,691) (4277.913)
Subordinated Loan 0 0 [ ] 0 [ ) [ [ o 0 0 [
Total Debt Service 0 0 0 {9.291.170) 9.291.170) (9.291.170) {9.291,170) (9.291,170) (9.291.170) . (9.291.170) (9.291,170) (9.291,170) {9.291,170)
Net Cash Flow $0  ($1,249.000) $34,558  ($4.398,341) (32.388.429) (31.540,775) (31,385279) 2 EAS $5.825.992 $6.542,093 $7,307,044 $7.415.830 $5.095.703
Foreign Withholding Tax $0 $0 0 $0 30 30 30 $0 s0 30
1RR - 25 yrs
Equity Distribution 13.11% ($2.199,170)  ($1,184.21)) (3770,380) (3692639)  $1.344,200 $2.912.996 $3.271,047 $3.653522 $3,707 915 $2.547,852
IRR % 2.13%
Panda Distribution 16.28% ($2,198,170)  (31,184.213) (3770,388) (3692,639) $1,344.200 $2.912,996 $3.271,047 $1.653522 $3,707.918 $2.547.852
IRR % 2.13%
Avg
Senlor Debt Coverage Ratio 1.84 083 0.76 083 0.86 1.29 163 1.70 179 1.80 1.86
Sub Debt Coverage Ratlo — -— a— band —




» (BAM'19)

ibit No.

Sheet 4 of §

FPC Witness: MORRISON

FPSC Docket No. 950110-EI

12/22/93 4:22PM

Net Income

+ Senior Debt Financing
+ Subordi Debt Fi

+ Equily Invastment

+ Deprecialion & Amortizalion

+ interest Expense
+ R of Turbine Overh:

+ Release of Debt Service Reserve

{-} Construclion Costs
{-} Development Costs

{-) Fi ing Costs (including Capitailized h

(-) Additions toTurbine Overhaul Reserve

{-) Additions 1o Debt Service Reserve
Cash Flow Availsble lor Dabt Service

Debt Service:

Iinterest Expense:
Senior Bonds
Subordinated Loan

Principal Paymenis:
Senior Bonds™
Subordinated Loen

Total Debl Service

Net Cash Flow

Foreign Withholding Tax

Equity Distribution
IRR%

Panda Distribution
IRR %

Senilor Debt Coverage Ratio

Sub Debt Coverage Ratio

Panda Energy Corporation

- Schedule B
Kathieen (FPC) - 76 MW Project Page 20l 3
Projected Cash Flow Statement
" 12 13 14 15 16 17 1 19 20 21 22 23

YearEnded YaarEnded YearEnded YearEnded YearEnded YearEnded YearEnded YearEnded YsarEnded YearEnded YearEnded YearEnded  Year Ended
2006 2007 2003 2009 2010 2011 2012 2013 2014 2018 2016 2017 2018
$6,656,626 $7.505.416 $8.401.478 $9, 346400 $10355204 $11,370,551 $12,497.868 $131671,253 $15024.419 $15822076 $19353,715 $20.202.819  $21,065.669
0 o 0 0 [} ] [+] [ 0 0 [

(] 0 0 0 ] ] 0 0 ] o ! [}

[ [ 0 [} 0 0 [} ] 0 [} [} [}
4,801,925 4838711 4,873328 4922530 4970753 5,088.061 5,157,000 $.223,306 5,120,580 5211641 1,179,166 1.315,757 1,497,878
4,628,245 4,208 582 3,751,149 3252547 2,709.071 2,116,682 1,470,978 767,161 0 (] 0 [} 0
972,400 $72,400 956,950 956 950 214,320 956,950 956,950 941,037 941,037 176,128 941,037 941,037 941,037

0 0 0 0 [ 0 o 2,000,000 0 0 0 [ 0

(] o [ 0 0 0 0 o 0 0 0 o [

[] 1] o ¢ 0 4 [ o [ 0 [ o [}

(] 0 ] [ 0 [ 0 0 0 [ 0 o [}
(1,487 400) {1.487 400} (1.487.400) (1.487.400) {1.487,400) {1.487.400) (1,487,400) (1.487,400) {1,487 400) {1.487,400) (1.407,400) (1.487,400) {1.487 400)
[ 0 0 0 0 0 0 o o - 0 0 [ []
15571795 16,037,708 16.500.503 16,991,036 16,762,038 18,054,844 18,595,396 21,115,356 19.598.635 19,722,444 19,986,517 20972213 22,017,183
(4.628.245) (4.208 582) (3.751,149) (3.252.547) (2.700,071) 2.116,682) (1,470,978) (167.181) 1] 0 [+] [ 0
[ o [} 0 o 0 o ] ] ] [ 0 0
(4662926) (S.082588) (5540021) (B.038823) (5.582000) (7.174.488) (7.820.192)  (0.524,009) [} [} ] [] 0
[ ] 0 0 [ 0 '] 0 o [ [ 0 0
(92911700 (9291.170)  (9.291,170) (8.291.170) (9.291.170)  (9.291.170) (9.291.170)  (9.291.170) 0 0 0 0 0
38,280,626 33 $7.690.885 _ $7.470.868 _ 38753674 _ $11.024.187 _ $19.598.635  $19.722.444  $19.986.517 _$20972213  $22.017.183
$0 30 30 30 $0 $o $0 $0 $0 30 $0 30 30

$3,140313 $3,3732.269 $3,604,686 $3.849,933 $3,735.44 $4.381.837 $4.652.113 $5.912.093 $9.799.318 $1.972.244 $1.998,652 32,097,221 32,201,718
426% 596% 7.39% 8.55% 0.43% 10.24% 10.93% 11.61% 1247% 1261% 12.73% 12.84% 12.94%

$3.140.313 $33732689  $1.804.865 $3.849,933 $3,735,434 $4,381,837 $4,652,113 $5,912.003 $9,709.318  $17.750,200 $17987,865 $18.874991 $19.815465
426% 5.98% 7.30% 8.55% 9.43% 1024% 10.93% 161% 12.47% 1359% 14.40% 15.02% 1552%

1.68 173 1.78 . 1.8 1.80 1.4 200 F &4
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Nel income

+ Senior Debt Financing

+ Subordinated Debt Financing

+ Equity Investment

+ Depreciation & Amortization

+ Interest Expense

+ Reloase of Turbine Overhaul Reserve
+ Reloase of Dabt Service Reserve

(-) Construction Costs

(-) Development Cosis

Panda Energy Corporation
Kathleen (FPC) - 78 MW Project

{-) Fi ing Costs ding Cap

(-} Additions 10 Turbine Overhaul R

(-) Additions 10 Debt Service Reserve
Cash Flow Available lor Debt Service

Debl Service:
Interest Expenae:
Senior Bonds
Subordinated Loan
Principat Paymenis:
Senior Bonds *
Subordinated Loan

Total Debt Service

Net Cash Flow

Forsign Withholding Tax

Equity Distribution
IRR %

Panda Distribution
iRR %

Senlor Debt Coverage Ratlo
Sub Debt Coverage Ratio

Projected Cash Flow Statement

24 25 28 27 28 29 0
Year Ended  YesrEnded YearEnded YsarEnded YesrEnded YearEnded  Yesr Ended
2019 2020 2021 2022 2023 2024 2025
$21.914,567 $22621.960 $25198,389 $26.155,146 $27.264.762 328370497 329302273
[ [} o [ 0 0 o
0 ] 0 [} [ Q [}
0 [ [} o o 0 [}
1.771,050 233814 112,551 450,204 837788 919,166 1,498,803
o ] 0 0 0 0 0
924,646 924,646 136,739 924,648 924,646 907,763 3,907,763
0 0 [ [ ] [ o
[ 0 (] 0 (] 0 0
[} 0 [ ] o [} [}
0 [ ¢ [ ] 0 0
(1.487.400) (1487,400) (1.487.400) (1,487,400) (1487.400) (1,487400)  (1.487.400)
0 0 [ (] 0 0 0
23,122,872 24,393,020 23,960,329 26,042,595 27338,796 28,710,025 3322149
0 1] [ ] 0 0 [}
0 0 o o [} 0 o
0 0 o 0 0 0 ]
0 ] (] ] 0 [] ]
0 [] [] [ 0 0
$23,122872 $24393020 323960329 $26.042.595 $27.339.796  $28.710.025  $33.221.439
30 $0 30 $0 $0 $0 30
$2.312287 $2.439.202 $2,396,033 $2,604.260 $2,733.980 $2.87T1003 $3,322,144
13.03% 13.11% 13.18% 13.25% 1331% 13.36% 13.41%
$20,810585 $21.953.716 $21,564.296 323438336 $24,605816 325530023 $29,899.205
15.92% 18.25% 1651% 16.74% 16.93% 17.08% 17.24%

Total
Coniract

$354,502,637

1,350,000
0
20.337.500
118,086,197
85.891,057
25,360,328
2,000,000

(78.300.000)

(11.566.000)

(13,035,842)

(43,821,200)
0

540,804,577

(85.891,057)
o

(81.350,000)
]

(167,241,057

$708,045.634
—_—————

351,988,941

$297,578 688

Schedule 8
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Exhibit No. , (BAM-20)
Sheet 1 of 2
MEMORANDUM
DATE: August 16, 1994
TO: Ralph Killian Jim Adams Bryan Urban
Bill Nordlund Todd Carter '
Pete Wright Tom Horn
Ted Hollon Brian Dietz
FROM:  Kyle Woodruft {[{A)
SUBJECT: Panda Kathleen Project .

Preliminary Schedule for Support of Financial Closing
Attached is a preliminary schedule for support of a 12/15/94 financial closing for the
Panda-Kathleen Project. This is a very aggressive schedule due to the “hold” which has
been placed on many activities. Now that the issue of plant size appears to be resolved
with FPSC, we need to proceed immediately with the following activities:

1) File QF Application

2) Sign Walsh Letter of Agreement and begin EPC negotiations.

3) Pay invoices which are in arrears so environmental permitting and
engineering support cag progress unimpeded.

4) Begin contract negotiations with the City of Lakeland for construction
of electrical interconnection.

5) Begin acquisition of pipeline RO.W.
6) Sale of distilled water.
A meeting is scheduled for 3:00 PM today, August 16, 1994 to discuss these items.

cc: Bob Carter
Janice Carter



FPSC Docket No. 950110-EI
MORRISON
,» (BAM-20)

Sheet 2 of 2

FPC Witness:
Exhibit No.

PROJECT DOCUMENTS COMPLETION SCHEDULE

FOR
FINANCIAL CLOSING OF 12/16/94
PANDA KATHLEEN
[RSTATY T BATE [CATE CATE|RESPORSIBITY — [STATUS
ORGANIZATIONAL MEETING WITH SBS ‘IWID‘ PETE WRIGHT
FPSC CAPACITY RESOLUTION 8/12/94] BILL NORDLUND EMEETING WITH FPSC 8/13/84
EPC CONTRACT I04 10/14/04] KYLE WOODRUFF AGREEMENT LTR-SIGN REQ'D
POWER SALES AGREEMENT DONE
QF CERTIFICATION NI0/04 10/14/84] KYLE WOODRUFF SUBMITTAL ON HOLD
PIPELINE ROW 094 10/14/94| KYLE WOODRUFF NEED OPTIONS AS MINIMUM
GAS TRANSMISSION 30/04 10/14/84]1 JIM ADAMS
GAS SUPPLY HI0/04 10/14/84| JIM ADAMS
ELECTRICAL INTERCONNECT o 16/94 10/1/94] KYLE WOODRUFF CONTRACT COMMENTS REQ'D
STEAM SALE AGREEMENT VIVe4 10/14/94| BILL. NORDLUND
DISTILLED WATER AGREEMENT omm 10/14/94] TODD CARTER
RAW WATER SUPPLY VI/04 101494 KYLE MUFF
ENVIRONMENTAL PERMITTING 12/1194 12/14/04| KYLE WOODRUFF
AIR 11/1/94 12/14/94
WATER USE 10720004 1113/094
INDUSTRIAL WASTEWATER 12/1/94 1214/94
STORMWATER o15/04 10/5/94,
ECOLOGICAL 121194 1214/04
LANDUSE/ZONING 10/14/94 1020/94
O & MCONTRACT 304 101@ BRIAN DIETZ
COMPLETE ENGINEER'S REVIEW 10/14/94 11/1/94|S8S
FINANCIAL CLOSING 12/15/94| PETE WRIGHT
Page 1
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Exhibit No. , (BAM-21)
Sheet 1 of §
MEMORANDUM
DATE: September 26, 1994
TO: Ted Hollon Pete Wright
Ralph Killian Tom Horn
Darol Lindloff Carlos Campo
Brian Dietz Steve Studebaker .
Todd Carter David Mayer
, Sallie Gray
FROM:  Kyle Woodruff |/ (| )
SUBJECT: Panda Kathleen
A Kathleen project meeting will be held this afternoon in the main conference room at 4:00 PM.

Attached is a schedule of activities and assignments to support financial closing. This schedule
will be used as the meeting agenda.

Your participation is essential for the success of this project and the completion of financial
closure by 12/15/94.

cc: Bob Carter



Panda-Kathleen, L.P.

Financial Closing - December 15, 1994

September 26, 1994

ACTIVITY

DUE DATE

LATE DATE

RESOURCES

COMMENTS

1) Lender Selection

09/15/94

1) Complete negotiation of EPC
Contract.

2) Conform Scope of Work for EPC.

3) Prepare attachments for EPC
Contract.

4) Revise EPC Contract and Scope of
Work.

5) Soils Testing

09/30/94

- 09/30/94

09/30/94

09/30/94

10/14/94

10/05/94

Pete Wright

Construction loan wiil be
required.

10/14/94

10/14/94

10/14/94

10/14/94

10/31/94

Darol Lindloff

David Mayer

Need revised EPC Contract from
Walsh by 09/26/94.

Need Scope of Work conformed
to LOI of 08/03/94 and proposal
of 07/01/94.

Prepare attachments for EPC
Contract by 10/01/94.

Make final selection of GeoTech.

1) Monitor progress and follow up.

11/23/94

Kyle Woodruff
Chadboume &
Parke

1) ' Acquire options.

09/30/94

10/14/94

Todd Carter
Tom Tumer

contacted.

FPSC Docket No. 950110-EI
FPC Witness: MORRISON
Exhibit No. , (BAM-21)
Sheet 2 of 5



Panda-Kathleen, L.P.

Financial Closing - December 15, 1994

September 26, 1994

ACTIVITY

DUE DATE

LATE DATE

RESOURCES

COMMENTS

2) Acqbire FPC approval of easement
utilization.

3) Prepare plats for property owners.

09/30/94

09/30/94

10/14/94

10/14/94

Kyle Woodruff
ECT, Inc.

Universal Ensco

Revised request form to be.
submitted 09/26/94.

As required.

01/01/95

02/01/95

2) Complete Construction
Reimbursement Agreement.

09/30/94

09/30/94

10/14/94

10/14/94

1) Select gas supplier.

Chadbourne &
Parke

Jim Adams

Chadboume &

Parke

In progress. Finalized wording

by

In progress. Finalized wording
by

| 09/30/94 10114/94 Jim Adams
2)  Negotiate Supply Agreement. 09/30/94 10/14/94 Jim Adams
Chadbourne &
Parke

Bid proposals received.

1) Negotiations with city regarding

09/16/94 10/01/94 Ralph Killian Meeting on 10/04/94 with the
Construction Contract. Steve Studebaker | Gty of Lakeland.
2) Negotiations with city regarding 09/16/94 10/01/94 '
Wheeling Agreement.
' FPSC Docket No. 950110-EI
FPC Witness: MORRISON
Page 2. Exhibit No. , (BAM-21)

Sheet 3 of 5



Panda-Kathleen, L.P. | September 26, 1994

Financial Closing - December 15, 1994

: IR FURN'Y

ACTIVITY DUE DATE l LATE DATE | RESOURCES COMMENTS

1) Identify potential users. 09/30/94 10/14/94 Todd Carter Contacts made with Publix,  £12..
Florida Juice. Bottling of water 2%
being considered. -

2) Prepare offer. 09/30/94 10/14/94 - Carfos Campo
3) Negotiate Sales Agreement. 09/30/94 10/14/94
4) Evaluate delivery system (i.e., truck, 09/30/94 10/14/94

pipe, etc.).

1) Air : ’ 11/01/94 11/14/94 Kyle Woodruff | Draft Air Permit issued. To be

ECT, Inc. revised by FDEP at Panda
request prior to Public Notice
(10/01/94).
2)  Water Use 11/01/94 11/15/94 Recommendation made to

SWFWMD Board to grant permit
(08/26/94). Board meets

10/31/94.
3) Industrial Wastewater 11/21/94 11/16/94 Public notice in progress.
4) - Stormwater 09/15/94 110/05/94 Public notice in progress.

FPSC Docket No. 950110-El

page 3 FPC Witness: MORRISON
Exhibit No. , (BAM-21)
Sheet 4 of 5




Panda-Kathleen, L.P. September 26, 1994

Financial Closing - December 15, 1994

ACTIVITY DUE DATE LATE DATE | RESOURCES COMMENTS . s

L o Nty

5) Ecological 11/15/94 12/01/94 COE approved. FDEP : OBO
reviewing. DG

10/14/94 10/28/94 Review of Board of County
Commissions on 09/27/94 to be

rescheduled 10/18/94 or sooner.

6) Land Use/Zoning

em————

1) Add to Brandywine Contract. 09/30/94 10/14/94 Brian Dietz

FPSC Docket No. 950110-El
FPC Witness: MORRISON

Page 4 Exhibit No. _ (BAM-21)
Sheet 5 of 5
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g1y 3 |

Sheet 1 of 4
Panda-Kathleen, L.P. September 30, 1994
Financial Closing - December 15, 1994
ACTVITY DUE DATE LATE DATE | RESOURCES COMMENTS
|
Construction/Permanent Fij
18 ( I
1) Lender Selection 09/15/94 10/48/94 Pete Wright Construction loan will be
required. Due diligence
P required. :

2) Equity Commitment 10/9094 Pete Wright
3) Due Diligence 12/01/94 l;ota Wright
4) Loan Commitment Letter 10/31/94 Pete Wright
5) Lender Due Diligence 11/15/94
EPC Contract 28
1) Complete Negotiation of EPC 09/30/94 10/4/94 Kyle Woodrult | Need revised EPC Contract from

Contract 29 Walsh by 09/26/94.
2) Conform Scope of Work to Revised 09/30/94 10/98/94 Darol Lindloff | Need Scope of Work conformed

EPC Contract _ to LOI of 08/03/94 and proposal

24 of 07/01/94.

3) Prepare Attachments for EPC 09/30/94 10/4794 David Mayer Prepare attachments for EPC

Contract Contract by 10/01/94.
4) ‘Soils Testing 10/14/94 10/31/94 Make final selection of GeoTech.
QF Cettification
1) Monitor Progress and Follow Up 11/23/94 11/23/94 Kyle Woodruff | Awaiting 30 day period. Public

g Notice issued on 08/31/94.

4y

Page 1
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Sheet 2 of 4

Panda-Kathleen, L.P.
Financial Closing - December 15, 1994

September 30, 1994

[a]
ACTIVITY . DUE DATE LATE DATE | RESOURCES COMMENTS >t
— ' 2
— ~ W0
Pipeline ROW ""u%;»& | . E’Ef:
1) Acquire Options | ",; R " 09/30/94 10/31/94 Todd Carter In progress. All land owners et
, - ' contacted.
2) Acquire FPC Approval of Easement 09/30/94 10/14/94 Kyle Woodnuff | Revised request form to be
Utilization submitted 09/26/94.
3) Prepare Plats For Property Owners 09/30/94 10/14/94 As required.
Pipeline Engineering & Construction
1) Prepare And Issue Scope Of Work 01/01/95 02/01/95 Carlos Campo | + 10% Engineer’s estimate
required for lender.
‘Gas Transmission 3(
1) Complete Transmission Agreement 09/30/94 10/4/94 Jim Adams Selected FGT. Negotiations in
, 3/ progress.
2)  Complete Construction 09/30/94 - 10/44/94 Jim Adams
Reimbursement Agreement -
3)  Optional Lateral Construction 09/30/84 10/14/94 v
Agreement
Gas Supply 3/
1) Select Gas Supplier 09/30/94 10/4R/94 Jim Adams Bid proposals received.
’ Anticipate award week of
09/26/94.

Page 2




Exhibit No. ; (BAM-22)
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Panda-Kathleen, L.P. September 30, 1994
Financial Closing - December 15, 1994 :
]
ACTIVITY ‘ DUE DATE LATE DATE | RESOURCES COMMENTS 5?33
N WL is Ay 53&
1 ! i vy . r 4 L 2 R -
2)  Negotiate Supply Agreemant.} 10/14/84 10001194 Jim Adams | 3§°
" M4 [N}
Electrical Interconnect T e
1) Negotiations with City Regarding 09/16/94 10/01/94 Kyle Woodruff | Meeting on 10/04/94 with the
Construction Contract City of Lakeland.
2) Negotiations with City Regarding 09/16/94 10/01/94
' Wheeling Agreement ’
Steam Sales Agreement
1) Steam Sales Agreement 09/30/94 10/14/94 David Mayer To be modeled after Brandywine
Agreement.
Distilled Water Sales Agreement
1) Identify Potential Users ' 09/30/94 11/01/94 Todd Carter Contacts made with Florida
’ Juice, Zephyr Hills and Bitco.
Bottling of water being
. : considered.
2)  Prepare Offer 09/30/94 11/01/94 Todd Carter
3)  Negotiate Sales Agreement 09/30/94 12/01/94 Todd Carter
4)  Evaluate Delivery System (i.e., truck, 09/30/94 11/01/94 | Todd Carter
pipe, etc.)
VR P

i

i

- |

Page 3 ’
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Panda-Kathleen, L.P. September 30, 1994
Financial Closing - December 15, 1994 '
ACTIVITY DUE DATE LATE DATE RESOURCES COMMENTS
Environmental Permitting ;’lm 12/01/94 | |
1) Air o 1114/94 Kyle Woodruff | Draft Air Permit issued. To be
revised by FDEP at Panda
request prior to Public Notice
(10/01/94).
2) Water Use 11/15/94 Kyle Woodruff | Recommendation made to
SWFWMD Board to grant permit
(08/26/94). Board meets
10/31/94.
3) Industrial Wastewater 11/16/94 Kyle Woodnuft | FDEP Deemed Complete

5) Ecological

09/02/94.

COE approved. FDEP
reviewing.

6) Land Use/Zoning 10/28/94 Kyle Woodruff | Review of Board of County
Commissions on 09/27/94 to be
rescheduled 10/18/94 or sooner.

o&mM Contract

1) Add to Brandywine Contract 10/14/94 Brian Dietz Negotiations started with U-Tech

09/28/94.

Page 4
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OCT 18 'S4 11:Q8AM BOT TRUST P11y

The Bank of Tokyo e fanance - 12th Floar
New York Group New York, New York 10116-3138

Fax No: (212) 782-8442

Facsimile Transmission Cover Letter

DATE: October 18, 1984
MESSAGE NO..  n\panda \iaxs\psnda\101894.doc

NUMBER OF PAGES: 11

(ind. Cover Letter)
TO: Mr. James D. Wright
Mr. John Burt
Mr. Tom Hom
Panda Energy Corporation

FACSIMILE NO.: (214) 980-881S

COPY TO: “.. M i P >
Bauond AG

AN : n
A b
-] ..
A . ’
"l T o -
) 2 .
. I S N1C S =S b le -

L e 12
A WU

het by of the second draft of the Indication of Interest for the
bon, L.P. credit facility for your review. Changes from the earlier
first draft have been blackiined.

The sttached draft Is being distributed to all parties simultaneously and has not
been -reviewed. in detail by Bayerische Vereinsbank AG. Accordingly, the
attached draft Is being distributed to you subject to the further review and
comment of the Banks.

-

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

OCT 18 ’S4 11:@8AM BOT TRUST FPC Witness: MORRISON P.2r1t
Exhibit No. , (BAM-23
PANDA-KATHLEEN, L.P, Sheet 2 of 11 ® ‘
October 18, 1994
Page 2

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

Best Regards,

Rk

CONFIDENTIAL
PK 019529
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The Bank of Tokyo Trust Company Bayerische Vereinsbank AG

October 18, 1984

DRAFT

Mr. James D. Wright
Vics Pregident & Chief Financial Officer

Panda Energy Corporation
4100 Spring Valley
Suite 1001
Dallas, Texas 75244
o~
- .
Re: Panda Kathieen Limited Partnership (the "Project™) AT
~ 0 .
- - N N e
Dasr Pete: -~ (:-\ " . A
Based upon our recent. "’smmonmmoabmfumdehdmdmf\
Confidential Memaran "September, 1994, the undersigned tidnks (the "Bsnks™) are "
pleased to present this | ﬁwmmvmsmmwammu ;

-1 ‘\,g*’;j : £ 3 . N
Aﬁad\eduEmibﬂAmindaﬂwmmmpmndMFﬂty ExhtbRA ¢
presents one possible credit f, structure for the Project 'At the request of Panda Energy
Corporation ("Pandas”), the Banks\would be wiling to discuss altemative.credit facility
structures which might also satisfy Panda's financing requirements._:Such aitematives might
inciude faciities ‘with shorter tenors-and partial mﬂons, characteristics which in tum
could affect pricing and other terms. u"’!
Thhlndaﬁonshouldndboconsmgasom«leomnﬂ&nmmpmvdoumdnhdmywa
comprehensive statement-of the terms and conditions under which the Banks would commit to
provide a credit facility. Rather, the Indication should be used by Panda and the Banks to
facilitate further discussions with respect to the terms and conditions of such a fadiiity. A
commitment to provide a credit faciiity would be subject to the compietion of the Banks’'
necsssary due diligence and the recsipt of individual bank credit committes approvais.

The Banks scknowiedge Panda's concem that ime is of the essence and will negotiate in
good faith-in an attempt to be responsive to deadiines dictated by project agreements and

participants.

Pleasa be advised that the contents of the Indication are confidential and may not be released
to a third party without the prior written consent of the Banks.

CONFIDENTIAL
PK 019530
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Mr. James D. Wright
Ocrober 18, 1994 DRAFT
Page 2

If the terms and conditions contained in this letter are acceptable to you, please countarsign all
three originals on the appropriate line below and retum two exscuted originals to The Bank of
Tokyo Trust Company by no later than October 3728, 1894. Upon recaipt of this executed |
proposal, the Banks will proceed with their due diligence activities.

By countersigning this document, you agree to reimburse the Banks for all their costs and
expenm mmd in eonnecﬁon wtlh tho tnnsacﬁon Wmm

g_mm)_comompm-d hereby whetmr or not sueh a transacﬁon is eonsumm and
whether or not the Banks request or receive credit approval from their respective
organizations.

Sincerely,
The Bank of Tokyo Trust Company Bayerische Vereinsbank AG

Kirk H. Edelman
Vice President

Acknowledged and/?

h:\psnda\proposaicevers.doo 10118/94 09:27 AM |

CONFIDENTIAL
PK 019531




FPSC Docket No. 950110-EI
, ) FPC Witness: MORRISON
OCT 18 'S4 ll:@eAM BOT TRUST Exhibit No. , (BAM-23) P.S1t

| DRAFT

Indication of Interest for a Credit Facility
for
| PandaiKathleen,Limited-Rartnership-Kathleen, L.P

Exhibit A

#: The folowing document is a non-binding, indication of interest of what terms and
conditions might be contained in a defintive credit agreement. R s not a commitrent to
pravide a credk facily and should not be relled upon ss such. Such & commiment would
be subject to due diigence and credit commities spprovul,

THE P A 115 Megawatt ("MW™), gas-fired, combined-cycle
cogeneration piant ("Kathieen® or the "Project”) to be
located in Polk County, near Lakeland, Florids. Kathieen
will supply electrical power to Florida Power Corporation
("FPC" and thermal energy to a distifled water plant

owned by a subsidiary of Pandas.
THE PARTICIPANTS
E PARTI] -
| Borrower: Panda-Kethieen-Ls
Delaware LimitedPartn having
business in Daias, Texas. & . ¥
7w B0 Vg e R
Banks: o A'bank group iitisly consistirig of Tokyo®:
: ﬁ \ rust Company. " and ° VonhsbmkR‘G
P2 NI N o \f{ ("BV"), (collectively the *B | underwrite the
- SR & (”, '%  Fagility, After financial dos‘hg. financial . e
g, W _intitutions may3oin this gréup ltthcdlsmon ofthe ™
I TR “~ existing Banks.
Y f; )

e 72 ;ﬂﬁ ¥ T W e
Equity Investo Y o be awanged by Pands “Wth a party or parties and on
@'\"ﬂs xmumshaump«tsampubhwmm
B ’5
o

-

Walsh Construction Company (or some other qualified
ust B

pursuant to a fixed-price, date-certain, tumkey

T T o construction contract with performancs guarantees,
liquidsted damage provisions, warranties and other
provisions usual and customary for this type of agreement
and in all respects satisfactory to the Banks.

CONFIDENTIAL
PK 019532



OCT 18 ’$4  11:@9AM BOT TRUST

DRAFT
Panda Kathleen, Limited Partnership

Exhibit A Page 2

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

The Construction Contractor's obligations will be
supported by guaranties or other forms of assuranca from
parties and with terms and conditions in all respects
acceptable to the Banks,

Operator: To be arranged by Panda with an experienced, third-
party, power plant operator and on terms in all respects
acceptable to the Banks. The operations and
maintenance agreement shall be for a term and shall
contain performance guarantees, bonus/penaity
provisions, budgetary devices/controls, credit supports if
necessary and other provisions in all respects satisfactory
to the Banks.

Power Purchaser: Florida Power Corporation ("FPC") will purchass electricity

from the Project pursuant to s 30-year power purchase
agreement with terms Mwndiﬁons in all respects

saﬂsftctorytomqsanks : z
Fuel Suppliers: The Projods supply of nah.nl gas and back-up fuel o
.~ shall be amanged by Panda with & partyor parties and on
(*‘,:."»A/ .tamhllmpocba;opabhbtﬁoﬂ "@};
=N Panda shall structure the Project's fuel supply agresments
F‘\ U S to provide a hedge agairist ﬂacmnons inthet wvenut
o Vet mmmmmammenu thet;
ASOR F paworpurduqummontwm FPCV.SuduW
o . - » mmaﬁbommhhmb
. Fuel Transporter; Florldasufémsm pursuant to a firm
R .. transportation ment with terms and
" P condtions imull Tespects acceptable to the Banks.
Thermal Energy -
~—— Purchaser:, <iJ A distiled water facillty to be owned and operated by a
AN subsidiary of Panda. The Thermal Energy Purchaser will
\) o purchase the Project's thermat output pursuant to a steam
- purchase agreemant on terms and conditions in all
_ respects satisfactory to the Banks.
The-outpui-from-the-distilied-walesfasility-will-be-sold
wnder-sontact-to-a-third-pary-and-on-terms-and .
conditions-in-all-respecis-accepiable-lo-the-Banksy

h'\pands\preposalierm4.dos - 101894 10:5T AM |

FPSC Docket No. 950110-EI
FPC Witness: MORRISON

ENTIAL
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Panda Kathleaen, Limited Partnershlip DRArr

Exhibit A Page 3

Prior to finandial closing, Rarde-shall-develop-a-ciratogyr

THE CREDIT FACILITY

Use of Proceeds: Procseds of the Credit Facility §
costs associated with Project
dupbcaﬁon (I) A 8i

J uq ae
o3
1 Z D

mmummmmww. mdbo
satisfactory in all respect to, the Banks.

Proceeds of the term loan will be used to repay the
e T o construction loan and fund certain other requirements as
agreed to by the Banks on the conversion date.

Arrangement Fee: 1% to 1-1/2% of the Credit Faciiity amount, payable tothe
Banks upon financial closing.

| hreanda'propossiNerms.deo 101884 10:57 AM

FPSC Docket No. 950110-EI

FPC Witness: MORRISON

>V DENTIAL
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OCT 18 ’94  11:18AM BOT TRUST

DRAFT
Pandas Kathleen, Limited Partnership

Exhibit A Page 4

Administrative Fee: $100,000 per annum payabie to the Administrative Agent
yearly in advance; the Administrative Fee will be adjustad
annually in accordance with the increase or decreass in
the Consumer Price index

Commitment Fee: /8% per annum of the unutilized Credlt Facifity
commitment, payable to the Banks quarterty in arrears.

Interest Rates: Principal outstanding under the Credit Facility will bear
interest at a margin above LIBOR ranging from 1-1/4% to
1-1/2%. Such interest rate provisions may Incorporate
periodic changes within the aforementioned range as will
be set forth in the definitive credit agreement.

Borrowings will have interest periods of one, two, three,
six and if avallable, nine or twelve months, as the
Borrower may select. Interest shall be paid In arresrs at
the end of the relevant interest period and will be
caiculated on the basis of actusl number of elﬂ«d
in a year of 385 or 308 days, as the case may

nh«pmo&oMszthm

Term: The wnw loan-"s convert on uﬂlut - the
"""’Admm (:)N:u WWm!w
or 8 [ ] on ‘ﬂb\

3 . o -4

[ RE

§ \The tcrm loag!hal e payable qurﬁ%ased‘%pon; :
¥ schedule providing for 13- 10°15 vear, mormoe-style “fut “!

Yar b ety Al g% e
interest :
Risk Protoeﬁon-- E :ﬂm Bnnks mty reqmn tha; the executs interest
e <) ) n;’rlsh protection sgreamants either at closing or st
\\‘ ‘, : future dats.on tefins and conditions satisfactory to
\ i’ ? ) o U’\. ‘Banks.
\v l
Adauoml W
Account: -~ The Additional Collateral Account shall be established as
a restricted cash account. Project cash which Is restricted
as a result of the provisions of the Credit Facility shall be
o deposited in this account.
h'panda'prepesalienn4.doo 101094 1057 AM |
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Funds held in the Additional Coliateral Account may be
releasad to the Project with the consent of the Banks
once the Project’'s financial performance has satisfied
certain performance standards which shall in ail respects
be satisfactory to the Banks.

Dabt Coverage

Ratio Provisions: The Credit Facility will contain debt coverage ratio
provisions usual and customary for this type of facility and
satisfactory to the Banks.

These provisions will require that a portion of the Project's
excess cash flow be used to either repay debt or fund the
debt service reserve account based upon the following
caicuiated debt coverage ratic schedule:

RCR Restricted
>1.28 .0%

The mechanism for caicuiating debt coverage.ratics shall
bouwulandcustomurybutinalnsgmbompﬁbh

tothoelnkswm E ﬁ\g\,

Reserve Accounts: — Res@ive-accounts including, but not llmibd to, debt
PP < seryice, maintenance and additional coltateral will be
T ; Nquhd by the Banks upon terms and conditions usual . ~
o j andwstomwfortnmdonsofhstypo
Representations ~ .
and Warranties: . - Usual and customary for such fadntlu
S e

—

t
Y h ) ot —

Borrower’s Covenants: Usu} and wstomary for such faamm 4 ~ T

e
[Py s& « v
Events of Defauit : ‘ ' 3 =
and R«:ndlg‘ Usual aqd wstomary-for such faciiities.
Indemnities: e Usﬁil):nd customary for such facilities, Including but not
et mited to, envirenmental indemnities which shali be in all
respects satisfactory to the Banks.

—

Equity Funding: The Borrower shall be required to provide Equity of no
| less than 2015% of the total Project cost, funded in a
manner acceptable to the Banks. -

| n'penda\proposattermd.doc 1018/04 10:57 AM
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The Borrower shall provide an irevocable and
unconditional commitment by the equity investors to
provide the Equity Funding with adequate credit support in
.fBorm and substance in ail respects acceptabie to the

anks.

Conditions Precedent

to Closing: in addition to those which are stated in this indication, the
definitive credit agreement will contain conditions
precedent to ciosing which are deemed appropriate in the
context of the proposed transaction. These conditions will
include, but not be limited to, the Banks' review of Project
documents, satisfaction with the iegal and regulatory
status of the Project and receipt of the necessary credit
committes approvals.

Optional

Prepayment: Upon providing 80 days written notice, the Borrowsr may
prepay the outstanding balance of the Credit Facility, in
whole or in part together with accrued intarest thereon
plus any breakage costs associated with the Credit

interest rate protection agreament, i

agreement and all other relevant agreements which
are required to operate the Project;

Project permits and all manufacturer and contractor
warranties; and

assignment of proceeds of the insurance coverage
for the project faciiities through s loss payee clause
endorsement.

o\pends'propossitarmd.doc 10M8/4 1057 AM |

FPSC Docket No. 950110-EI
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Other Credit Facilities:

Assignments and
Participations:

Bank Consuitants:

| h\pends'proposantarmd.doc

=

I costs an‘d exponsos Indoired by the Banks ll'f:g

“i

a,vhnucbon Inciyding'tha fees aAd oxponses of the

utofs
Cbodm expenses, ‘shall agald b& ‘eu%vma—wﬁg
T U mated

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

" The Banks shall consider providing other ancillary credit

facilities, such as performance letters of credit, as may be

required by third parties to guaranty the performance of

the Project. Such Other Credit Facilities shall be provided

gn terms and conditions in all respects acceptable to the
anks,

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

The Banks may retain the services
required in their sole on, to &g

relating to the pro d Chedit F
indude: b:@ﬂod to}ns

connection;with the negotsahon. rﬂm octim
_dlosing; syndication gnd ;,cﬁvﬂggnhowa the:propo

Banks! Conuilants ang tih aam'

in connection with this
uding all project agreements and financial
odeis, shall be satisfactory in all respects to the Banks.

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

The Banks reserve the right to withdraw or amend the
Indication after November 1, 1984,

101854 10:57 AM
FPSC Docket No. 950110-EI
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- The Bank of Tokyo Project Fnancs - 121n Floor
New York Group New York, New York 10118-3138

Fax No: (212) 782-8442

Facsimile Transmission Cover Letter

DATE: October 21, 1594
MESSAGE NOQ.:  h:\pands \faxs\pands\102194,doc

NUMBER OF PAGES: 12
(incl. Cover Letter)

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

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

Bayerische Versinsbank AG
(212) 210-0354 Y

.
‘e ..
- -
&
“

T8 - A - £
DESCRIPTIQN.A m.m,;,;,:fﬁv; KS: * & B ' "
|

v Fidrathf De Maedlion of Interest for the
& youreview. Changes from the earlier

The attiched draft is being distributed to all parties simultaneously and has not
been reviewed In detall by Bayerische Vereinsbank AG. Accordingly, the
attached draft Is being distributed to you subject to the further review and
comment of the Banks.

-

FPSC Docket No. 950110-EI
FPC Witness: MORRISON

Exhibit No. , (BAM-24)
Sheet 1 of 12
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Once you have reviewed the Indication, please call me to discuss it in detail,

Have a nice weekend!
Best Regards,

Rk

CONFIDENTIAL
PK 019540
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The Bank of Tokyo Trust Company Bayerische Vereinsbank AG
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DRAFT

FPSC Docket No. 950110-EI
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October 21, 1994

Mr. James D. Wright

Vice Prasident & Chief Financial Officer
Panda Energy Corporation

4100 Spring Valley

Suite 1001

Dailas, Texas 75244

Re: da rtn "Pro

Dear Pete:

Based upon our recent discussions in connection with the above-referanced Pnpctu?ywr
Confidential Memorandum dated September, 1994, the und od 3 (the “Banks”) are
plouedtopmuummdcaﬂonoflmu(mo'mdaﬂon') to pre acs

(the "Credit Faciiity”) for the Project .~ ‘}A

Corporation]’ ('Pindn'), mgaam‘-wu be willng b discuss ‘aitSmative cradit-facikiy
structures might aisc’ satisty Panda's financing. r-qulrunm gifemativi gl
inciude facl with ! shorter tamrl.lad partial amo ) ' :
could affect p nemd;gmum . T )
. o :~°£3""¥5 g

This Indication not bc as cither a eommiunmt.. +]

comprehensive staterreit of the t m conditions: undu the Banks would Eommit to
provide a:credit faciity. Rather, the should be usodWa and the Banks to

facilitate further discussions With ‘respect:to the terms and-éonditions of such a facilty. A

commimwpmwd‘-*am would be' subject to the compietion of the Banks'

necessary dﬁ‘a"m and pt of dividual bank credit committee approvais.

The Banks m«o Panda's concem that time is of the essence snd will negotiats in
good faith In an attempt to be responsive to deadiines dictated by project agresments and

pamdpants

Please be advusodthat(ha contents of the Indication are confidential and may not be released
to a third party without the prior written consent of the Banks.

-

CONFIDENTIAL
PK 019541
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October 21, 1594
Page 2

L] ¥ T L] —— — ——— — ——— - —

If the terms and conditions contained in this letter are acceptabie to you, please countersign all
three originais on the appropriate ine below and retun two exacuted ongx_nals to The Bank of
Tekyo Trust Company by no later than October 28, 1984. Upon recsipt of this executed
proposal, the Banks will proceed with their due diligence activities.

countersi this document, you agree to reimburse the Banks for all their costs and
g:ponsu mm in connection with the transaction (such expenses are understood fo be
reasonable ‘out-of-pocket” disbursements and fees owed lo third-party consuitents snd
advisors) contempiated hersby whether or nct such a transaction is consummated and
whether or not the Banks request or recsive credit spproval from their respective

organizations.

Sincerely,
The Bank of Tokyo Trust Company Bayerische Vereinsbank AG

Kirk H. Edeiman
Vice Prasident

FPSC Docket No. 950110-EI
FPC Witness: MORRISON

Exhibit No. , (BAM-24)
Sheet 4 of 12
n:\psnda\proposalicoverd. doc 10/21/94 0228 PM |
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Exhibit A
‘Indication of Interest for a Credit Facility =
for
Panda-Kathleen, L.P.

#: The fodowing document fs & non<bindng, indication of interest of whet terms and
conditions might be contained in v defintve credt agreement. R is nol 8 commiment (o
provide a credh faciity and sheukd not be refed upon es such. &m-mm

be aubject to due diigence and creat commitfee sppravel.

THE PROJECT A 115 Megawatt "MW"), gas-fired, combined-cycle
cogeneration plant ("Kathieen" or the "Project”) to be
located in Polk County, near Lakeland, Florida. Kathieen
will supply electrical power to Florida Power Corporation
("FPC") and thermal energy to a distilied water plant
owned by a subsidiary of Panda.

Borrower: Panda-Kathieen; LP., a Delaware Limited Pn;g%.mhlp
hmmpfhdpdphaofmsha\;*ﬂu, msj

; A bank The Bank of Tokyo
Banks Trust C idns h&mﬂ aﬁm vmmg AG

") wil underwrite the,
‘SE Ammmdaldosm additional finsncial®
,_. wnmmmay join this group at thediscretion of the ~3 ﬂ
a &y - exditing Banks.’ &Jduddlﬂomlﬂmnddnsﬂmhmmust A
,g}" ‘bo msonauympﬂbiotomoaomw m‘.,. i 4}% =
‘:,‘ . F
fomnmgedbyﬁmdawﬂnpmyorpmsanqon SR
wunmmmmmm 3 B gusd e

2 ' 4 @ s
o Gt (m f‘\‘ ’ "‘-,‘:.; ' J“J

) w07
wmh c::nstrucﬂon Company (or some other qualified
" EPC contractor which must be acceptable to the Banks)
pursuant tc a fixed-price, date-cartain, tumkey
construction contract with porformanel guarantees,
iquidated damage provisions, warranties and other
e A provisbmusudandwstomwformntyp-ofm

’ and in all respects satisfactory to the Banks.

-
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Panda Kathleen,
Exhibit A

DRAFT

Page 2

Limited Partnership

Operator:

Power Purchaser:

Fuel Suppliers:

hr\pands\oroposaitanns.dos

pc.lrd'mo the Project's thermal output pursuant to a steem

The construction contract shall provide for aggregate
liquidated damages with & cap acceptable to the Banks.

The Construction Contractor's sbiigations will be
supported by guaranties or cther forms of assurance from
parties and with terms and conditions in ail respects
scceptable to the Banks.

To be arranged by Panda with an experiencad, third-
party, power piant cperator and on terms in all respects
acceptabie to the Banks. The operstions and
maintenance agreement shall be for a term and shail
contain performance guarantees, bonus/penaity
provisions, budgetary devices/controls, credit supports if
M%MMMMhdmmshm
to the Banks.

Florida Power Corporation ("FPC™) will purchase efectricity
from the Project pursusnt to @ 30-year power purchase
agreement with terms and conditions in ail respects
satistactory to the Banks.

The Project's supply of mtnl gu and

purchase agreement on terms and conditions in all
respects satisfactory to the Banks.

-~

10/21/84 Q41 PM
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TH
Use of Proceeds:

Prior to financial dosing, the Banks shail have reviewed
the regulatory status of the Project, including its
relationship to, and the presumptively useful nature of, the
Thermal Energy Purchaser. The Project's relationship
with the Thermal Energy Purchaser shall aflow it t0
maintain its Quaiifying Facility ("QF™) status in 2 manner
which shall be in all respects acceptable to the Banks.

A construction/term loan facility, in an amount not to
exceed $91 milion.

Procseds of the Credit Facility shall be used to financs the
costs associated with the Project including, without
duplicstion () the design, sits acquisition, manufacture,
permitting, construction, instailation, testing, start-up and
inittsl operation, (but in an amount not exceeding the
tumkey cost plus additional costs authorized by change
orders under the construction contract pius such
additional amounts that may be agreed tc by the Banks);
(i) financing fess, deveioper fees and ail cther fees,
expensss and costs associated with the ijcctzd
costofnbfutnhpmtodionlm« dgeted

1%t 1-1/25 ONH%M Facility amount, payabie to the

.3 ; Banks upon financisl closing.

$100,000 per annum paysbie to the Administrative Agent
yearly in advancs; the Administrative Fee will be adjusted
snnually In accordancs with the increase or decrease in
the Consumaer Prics index

2/8% per annum of the unutiized Credit Facility
commitment, paysble to the Banks quarterly in arrears.

-~

10721784 0241 PM
FPSC Docket No. 950110-El
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Page 4
interast Ratas: Principal outstanding under the Credit Facility will bear

interest at a margin above LIBOR ranging from 1-1/4% to
1-1{2%. Such interest rate provisions may incorporate
periodic changes within the aforementioned range as will
be set forth in the definitive credit agreement.

Wnpmm.hbnnmrbdsdme,m, three,
| six and if available, nine or tweive months, as the
Borrower may select. Interest shalil be paid in arrears at
the end of the reievant interest pericd and will be
Caiculated on the basis of actual numbaer of days eiapsed
[ in a year of 365 or 366 days, as the case may be. Base
rata or prime rata options will aiso be made available.

I : Term: The construction ican shall convert on the earllest of the
following: (a) the conversion date, (b) in an event of
:::ultor(c)apndcmod commitment termination

[ The term loan shall be payable quarterly based a
schedule providing for 13 to 15 year, mﬂwo-lwtyio:fun
smortization.

l Interest Rata
Risk Protection:

| NG S8NK

J -
Arre
! "
balA
by nIre .. )
\ . .
. - ‘l 'I h' . - L] I>"
—ae ;'l'lt.ul‘l iL & g
. = - s will e
Hox a i TP to

i 10/21/54 0247 PM
FPSC Docket No. 950110-El

FPC Witness: MORRISON
Exhibit No. ____, (BAM-24)

I Sheet 8 of 12
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- These provisions will require that a portion of the Project's
excass cash flow be used to either repay debt or fund the
debt service reserve account based upon the following
calculated debt coverage ratio schedule:

Excess Cash
OCR Restricted
> 1.28. 0%
12582 1.18......coeievneacens. 50%
€ 118 ieceecrconsaranes 100%

The mechanism for calculating debt coverage ratios shall
meama&dmbmnumnmpﬁm
to the A

Additional Collateral

Account: The Additional Coflateral Account shall be established as
a restrictad cash account. Project cash which Is restricted
as a result of the provisions of the Credit Facifity shall be
deposited in this account.

Funds heid in the Additional Collteral Aczaunt Ty be:
releasad to tha Project wi mammmna-nru
once the has satisfied
Mdlrdawhiduhdhdmpecu

msgmumaaph ) Ao Y

- 43 i P _
npnrico mm«tnd addmondeom-ni wilﬁ:o*"'\1 7, '
mwndbyﬁ\caarnupcnmwcondmomum ‘ ,
mmewmacﬂmofﬁuypo.

N atl - ! 2.2 (‘ . ﬁ*’ ..
%mvéwmg;&@“ 5 4 B

facilitles.

and R!mdln's . Ususi and customary for such facilites.

indemnities: Usual and customary for such faciiities, including but not
limited to, environmental indemanities which shall be in all
respects satisfactory to the Banks.

EquﬁyFmding ' The Borrower shall be required to provide Equity of no
less than 15% of the totai Projact cost, funded in a
mannar acceptable to the Banks. -

Ipendapropoeaiiarmi.doc 10/21/04 02241 PM
FPSC Docket No. 950110-EI

FPC Witness: MORRISON
Exhibit No. , (BAM-24)
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The Borrower shall provide an irmevocable and
unconditional commitment by the equity investors to
provide the Equity Funding with adequate credit support in
i fg:‘nmand substancs in all respects acceptabis {0 the

Conditions Precedent
to Closing: in addition to thass which are stated in this indication, the

definitive credit agreement will contain conditions
precadent to closing which are deemed appropriate in the
contaxt of the proposed transaction. These conditions will
include, but not be fimited to, the Banks’ review of Project
documents, satisfaction with the legal and reguiatory
status of the Project and receipt of the necessary credit
committee spprovals.

Optional

Prepayment: Upon providing 90 days written notics, the Borrower may
prepay the outstanding baiance of the CredR Facility, in
whole or in part together with accrued intersst therson

pius any breskage custs associatad with the Credit

are required to operate the Project
2 Project permits and all manufacturer and contractor

warranties: and

Ipands'prepoveltarmS.doc 10/21/34 0Z41 PM
FPSC Docket No. 950110-EI
FPC Witness: MORRISON
Exhibit No. , (BAM-24)
Sheet 10 of 12

CONFIDENTIAL
PK 019548



OCi 21 'S4 d3idaPM BUL iR

-

Panda Kathleen, Limited Partnership
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Page 7

Other Credit Facilities:

Assignments and
Participations:

= assignment of proceeds of the insurance coverage
for the project facilities through a loss payes clause
endorsement.

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

The Banks shall consider providing other ancillary credit

facilities, such as performancae letters of credit, as may be

required by third parties to guaranty the performance of

the Project. Such Other Credit Facifities shall be provided

gnmmdcondiﬁomindmpoaueaptabhtomo
anks,

The Banks may assign their rights and obligations under
the credit agresmaents or grant participations thersin to
other banks. Each assignes will becormne s party to the
credit agreements and will reflave the selling Bank of its
obligations with respect to the assigned portion of
commitment. Ry

7._‘ *@meirgl -

MarKe: . B 4 ¥

1".','11' WU B IOIU O . ...A'EA‘ 2
id faes 0 the extagtilist thay g

Ic'panda\proposaltennS.doc

10/21/804 0241 PM
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Limited Partnership

3 il allow Panda imb ri

Bank Consultants:

Transaction Expenses:

\

Duration of Proponl-

o : }
“ ‘
~
< .
oy
P

Y]
Gl

h:\pands \proposeltermS.doe

reasonable o -pock nseg i ring the
eV nt of roj i expen
jor to n i acil
be i (o) i and be bl
the Banks,

The Banks may retain the services of consuitants, as
required in their sole discretion, to advise them on matters
relating to the proposad Credit Facility. Such entities may
include, but not be limited to, insurance and fuel supply
consuna'snts. independent sngineers and outside legal
counsels,

All costs and expenses incurred by the Banks in
connection with the negotiation, review, documentation,
closing, syndication and administration of the proposed
transaction, including the fees and expenses of the
Banks' Consuitants and the Banks’ reasonable out-of-
pocket expenses, shall be paid by the Borrower, whaether
or not the proposed transaction is consummated.

dowmomaton executed in connection with this
including all project agreemaents and financial
modcll, bomsfmynaumpoctstnﬂnemks.

MMFlciﬁty documentstion shall be drafted by the
Badu‘mﬂandsﬁdbogmmedbymwwrkhw

. The Banks memtho nghtm wuthdraw or amend the
lndlmon after November 1, 1994,

/,.

'1 s 7 "’t -
3‘@!"; g o & '
{h*J "éi;

10721/84 0Z41 PM
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FPSC Docket No. 950110-El
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~NOV 17 'S4 ©2:27PM BOT TRUST Exhibit No. , (BAM-25) -
Sheet 1 of 12 )
Project Finanoe - 12th Floor
The Bank of Tokyo 1281 Avenue of ihe Americas
New York Group New York, New York 10116-3138

Fax No: (212) 782-8442

imil nsmission Cover r

DATE: November 17, 1994
MESSAGE NO.: mwMVmw111m.m

NUMBER OF PAGES: 12
(incl. Cover Letter)

TO: Mr. Tom Hom N
Panda Energy Corporation .
\ \ .'\\ N
FACSIMILE NO.:  (214) 900-8818 3 x

COPYTO: Ms. Mary.Fower T

- Bayerisché Vereinébank AG.+"
- (212)210-0384 g+ ¥ 4
T e "R DeVincenzo - BOT"*..  ®,." 3
0l =™ .. FROM: M Kirk Edeiman

-

| have attached & copy of the fiftn draft of the Indication of Interest for the Panda-
Kathieen, L.P. credit facility for your review. | have aiso sent a copy of this

proposal to Pets at his hotel here in NYC.

The sitached draft is being distributed to all parties simultaneously and has not

been reviewed in detall by Bayerische Versinsbank AG. Accordingly, the

attached draft is being distributed to you subject to the further review and
~comment of the Banks. o

Once you have reviewsd the indication, please call me to discuss it in detail,

Best Regards,
ok

CONFIDENTI
AL
K 019485
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; The Bank of Tokyo Trust Company Bayerische Vereinsbank AG

November 17, 1994

Mr. James D. Wright

Vice President & Chief Financial Officer

Panda Energy Corporation

4100 Spring Valley

Suite 1001

Dallas, Texas 75244 -

presents, Rire foikhe Pibje AmraquestafPandaEnergy
Corporation (% e Banki would. be "Willing to discuss altemative credit facility
structure. 2 siso da'ﬂlmndng requirements.

This Indi aflon ¢ @ construed as either a commitment to provide a credit facility or a

comprehengive statement of the terms and conditions under which the Banks would commit to
provide a credit facility. Rather, the Indication should be used by Panda and the Banks to
facilitate further discussions with respect to the terms and conditions of such a fadiity. A
commitment to provide a credit facility would be subject to the completion of the Banks'
necessary due diligence and the recsipt of individual bank credit committee approvals.

The Banks acknowiedge Panda's concemn that time is of the essence and will negotiate in
good faith in an attempt to be responsive to deadlines dictated by project agreements and

participants. . -

Please be advised that the contents of the Indication are confidentiai and may not be released
to a third party without the prior written consent of the Banks.

CONFIDENTIAL
PK 019486
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Page 2

lfthobnmandeondlﬂoncoonhlmdhwsbhrmmmnoyw,piuuaounhnlqnul
three originais on the appropriate line below and retum twe executed originais to The Bank of
Tokyo Trust Company by no later than December 1, 1984. Upon receipt of this executed
proposal, the Banks will proceed with their due diligence activities.

By countersigning this document, you agres to reimburse the Banks for all their costs and
expenses incurred in connection with the transaction (such expenses are understocd fo be
reasonable ‘out-of-pocket” cisbursements and fees owed to third-party consuitants and
acdvisors) contemplated hersdy whether or not such a transaction is consummated and
whmrmor not the Banks request or receive crecit approval from their respective
organizatons.

Sincerely,

4

hi\panda\proposai\coverS.doc 111704 1218 PM
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- Exhibit A

Indication of Interest Jor a Credit Facllity »
Panda-Kathleen, L.P.

#: The folowing dooument /s '8 non-bindng, indication of interest of what lerme snd
conditions might be contained in a definfive creck agreement. R /s not a commitment (o
provide a creck facly end should not be relled upon as such. Such e commitrnent would
be subject to due dligence and credk committes approvel.

IHE PRO.IECT A 118 Megawatt "MW"), gas-fired, combined-Cycle
cogeneration plant ("Kathleen” or the "Project”) to be .
located in Polk County, near Lakeland, Florida, Kathieen
will supply electrical power to Fiorida Power Corporation |
('FPC’)mdmuummytummpm \
ownodbnwbsldluyofm -4 B \,\

G TRt ("BOTT) and Bayerische Vervinebank AG

. sFacity. After financial closing, additional financial
‘ mmmjmmmumdsm«m

be reasonably acceptable to the Borrower.
Equity investors: To be srranged by Panda with a party or parties and on

terms in ail respects acceptable to the Banks.
Administrative Agent: BOTT

CONFIDENTIAL
PK 019488
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cm;uon
Contractor: Walsh/Commonwealith, a joint venture between Waish

Construction Company and Gilbert Commonweaith (or
some other quaiified EPC contractor which must be
acceptable 1o the Banks), pursuant to a fixed-price, date-
certain, tumkey construction contract with performaencas
guarantees, liquidated damage provisions, warranties and
other provisions usual and customary for this type of
agreement and in ail respects satisfactory to the Banks.

The construction contract shall provide for aggregate
iquidated damages with a cap scceptabie to the Banks.

The Construction Contractor's obligations will be

supported by gusranties or other forms of ass A
parties and with tarms and conditions in alt

Operator:

pjects supply of naturel gas and back-up fuel off
be arranged by Panda with a party or parties and on
terms in all respects scceptable to the Banks.

Panda shail structure the Project's fuel supply agreements

to pravide a headge against fluctuations in the revenue

streem from the saie of siectric power pursuant to the
with FPC. Such a hedge

power purchase agreement
m:hd)umpubhwmam.

Fuel Transportsr: Florida Gas Transmission ("FGT™) pursuant to a

} ) combination of firm and interruptible trensportation service
’ agresments with terms and conditions in all respects
acceptabie to the Banks.

h\deos\panda'prepesaitermi.doo 11NT0 122186 PM
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Panda Kathleen, Limited Partnership

Exhibit A Page 3
Thermal Energy , '
Purchaser: A distilied water facility to be owned and operated by a

subsidiary of Panda. The Thermal Energy Purchaser will

_purchase the Project's thermal output pursuant to a steam
purchase agreement on terms and conditions in all
respects satisfactory to the Banks.

Prior to financial closing, the Banks shall have reviewed
the regulatory status of the Project. including its
reigtionship to, and the presumptively useful nature of, the
Thermal Energy Purchaser. The Project's relstionship
with the Thermal Energy Purchaser shall allow it to
maintsin its Qualifying Feciiity ("QF") status in a manner
which shail be in all respects acceptable to the Banks.

1% to 1-1/2% of the Credit Faciity amount, psyabile to the
Banks upon financial closing.

$100,000 per annum paysbie to the Administrative Agent
yearly in advance; the Administrative Fee will be adjusted
annually in accordance with the increase or decrease in
the Consumer Price index

- -Commitment Fee: 3/8% per annum of the unutilized Credit Faciilty
' commitment, paysbie to the Banks quarterly in arears.

h:\decs'\Pande \propeasitermd.doc 1INT94 1218 PM
FPSC Docket No. 950110-E1
FPC Witness: MORRISON CONFIDENTIAL
Exhibit No. , (BAM-25) PK 019490

Sheet 6 of 12
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interest Rates: Principal outstanding under the Credit Facility will bear
interast at a margin above LIBOR ranging from 1-1/4% to
1-1/2%. Such interest rate provisions may incorporate
periodic changes within the aforementioned range as will
be set forth in the definitive credit agreement.

Borrowings will have Interest pericds of one, two, three,
six and if available, nine or twelve months, as the
Borrower may select. interest shall be paid in arrears at
the end of the relevant interest period and wiX be
caicuisted on the basis of actual number of days slapsed
in & year of 385 or 388 days, as the case may be. Base
rate or prime rate options will siso be made available.

Term: The loan shall convert to term on the earfiest of he

following: (=) the conversion date, (b) in an event of
default or () a predetermined commitment termination

date. % :

—E the conversion date;

/~ Risk Protection: %~ he Banks ' 4
/ e mmﬁ*g\ .

gy — &

4 >

N - ?“"“ “Exf \' “ * ‘\:‘}"’»'. ! ' A ﬁ: 5
P T avalisble to the Sommower during the term of the Credit
T L . Faciity with pricing and terms and conditions which are
S S dei” maket, Prior to LIBOR exceading the Trigger Rats, the
' N Borrower will have the option of entering into such
— arrangements &t any time. ‘

Ratio Provisions: The Credit Facility will contain debt coverage ratio (DCR")
provisions ususl and customary for this type of facility and
Tt T T satisfactory to the Sanks.

h\Goes'pandu'proposalterms.des UNTR41ZIEPM

FPSC Docket No. 950110-El
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These provisions will require that a portion of the Project's
oxcess cash fow be used to either repay debt or fund the
debt service reserve account based upon the following
caleuisted actusi debt coverage ratio schedule (sueh
ratios to be caiculated prior to required contributions to

resefve accounts):
Excess Cash
RCR Bestricted
> 1.28......coceriurmrnesecens 0%
‘12“211’ ------------- saneeenn m
L3 K 1 S 100% -

Additional Collateral
Aecount:

required by the Banks upon terms and conditions usual
and customary for transactions of this type.
Representations
and Warranties: Usual and customary for such faciltties.
Borrower’s Covenants: Ususl and customary for such faciiities.
Events of Default
- and Remedies: - Usual and customary for such facitities.
indemnities: Usual and customary for such faciiities, including but not
iimited to, environmental indemnities which shall be in ail
respects satisfactory to the Banks.
h:\dess'panda'proposaiiarmi.des ' » 111774 1218 PM
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Panda Kathleen, Limited Partnership

Exhibit A Page 6

EBquity Funding: The Borrower shall be required to provide Equity of no
less than 15% of the total Project cost, funded in a
manner acceptable to the Banka.

The Bormrower shall provide an irmevocable and
unconditional commitment by the squity investors to
provide the Equity Funding with adequate credit support in
gwmand substance in all respects acceptabie to the

anks,

Condlitions Precedent

to Closing: in addition to those which are stated in this Indication, the
definitive credit agresment will contain conditions
precadent to closing which are deamed appropriate in the .
context of the proposed transaction. These con will
include, but not be limited te, the Banks' revis ,

'wmmdmmmmmm

- 8 idamuption and certain Habifty insurance and indemnity
‘ -‘"ﬁv’g %‘ s 's to be agreed to by the Bormrower and the Banks)
U 4gs® 404 condemnation awards,
Securtty: The Credit Faciiity will be secured by all of the assets of

the Borrower which shall inciude, but not be limited to:
© g first ien and securfly interest in the Project’'s assets,

inciuding all accounts;
S & pledge of general end iimited partnership interests;

Iv'\doos\penda'prapeselterms des 1117861218 P

FPSC Docket No. 950110-EI

FPC Witness: MORRISON CONFIDENTIAL
Exhibit No. , (BAM-25) PK 019493
Sheet 9 of 12



NOV 17 'S4 G2:33FM BOT TRUST P.8
Panda Kathieen, Limited Psrtnership
Exhibit A Pege 7

@ acoliaters assignment of the Project's agreements
including: the construction contract, power purchase
agreement, steam saie contract, O&M contract, any
interest rate protection agreement, equity contribution
agresment and all cther relevant agreements which
are required to operste the Project:

© Project permits and all manufacturer and contractor
warranties; and

S assignment of proceeds of the insurance coverage
for the project faciities through a (css payee clause
endorsement.

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

Other Credit Facilities: The Banks shali consider providing other anciilery credit
faciiities, such as performance letters of credit, as may be
required by third parties to guaranty the performance of \
the Project. Such Other Credit Fecilities shall be .
onwmmdmﬂmhdmpmwwm \
Banks. ) .«/ Y

. -0
.o~ s o ~".

Assignments and
Participations: ___ (‘mmwmmmmmmm
— “T L the credit agreemants-or grant participations therein to arT
/ ~ mm Each assignes will bscome a party-to the °
credit agreements and will relieve the-selling Bank of its b
B T mmmmwmmﬁaman 3
L ,emnm : s 4; ”

Pnjoaludmﬁ \mmammm«nm
e .and projected financial statsments shall besubject to
- L Wby.mdusmhduwu.mm

Fiummnpwammmammm
. be subject to the review by the Banks and their advisors.
P ““The Banks will not unreasenabdly withhoid their consent to
- the payment of said fees to the axtent that they are
market-dased and do not imposs an unreasonable
economic burden on the Project.

Ie\doos'pandn'\prepossitermt.dec : HATA4 1213 PM
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The Banks will silow Panda to be paid a deveiopment fee
equal to 3% of the Project Budget. Ssid deveicpment fee
will be payabie in two instaliments. The first instaliment,
equal to 1.5% of the Project Budget, wiil be paid st the
financial closing of the Credit Facliity. !f funds are
svailable upon construction compietion, a second
instaliment, equai to 1.5% of the Project Budget, will be
puid st conversion, The funds to be used to pay Panda
the second Instaliment of the developmant fee shail be
treated as contingency funds during the construction of
the Project.

The Banks will aliow Psnds to be reimbursed at financial
closing for ressonable out-0f-pocket expensas incurred,
and security deposits provided, during the deveiopment of
the Project. Reimbursable sxpenses incurred, and
security deposits provided, prioe to the financial closing of
the Credit Facliity shall be subject to the review by, and be
scceptable to, the Banks.

Bank Consultants: The Banks may retain the services of consuitants, as
required in their sole discretion, to advise them on malters
reiating to the proposed Credit Facllity. Such entites may
include, but not be imited t0, insurance and fuel supply
Mmmmwmm \

rnmmnzxpomr’mmmmmmwmsmua,
- mw«mmmuum
" transaction, including the fees arxCaxpenses of the
Banks' Consuitants and the Banks' reasonable outofs .7+~
“’podmmnmdubopﬂdbmsmm k™
wmmpmmdmnmm 4 %

- mmmmma«mm (1)u1 i, ?
mummnumwmmmoﬁﬂf

_ the work to be performad, by the Banks! outside counsel

i in connection with the proposed iransaction. Prior to

\ _ financial closing, the Banks shall 8iso provide the

L ee— Borrower with monthly reports of the fees and expenses

- Mbmwmmmm-nwu
reimbursed by the Borrower. The Banks' outside counsel

. shall aiso agree to promptly slert the Banks when it is

B o requestad to perform tasks which fall outside the scope of

work upon whieh its original estimate was based.

h\deon\pands'propesaiiarmt.dos MATR41Z1S PU
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Documentation: All documentation executed in connection with this

transaction, including all project agresmaents and financial
models, shaill be satisfactory in all respects to the Banks.

The Credit Faciiity documentation shall be drafted by the
Banks' counsel and shall be governed by New York iaw.

Durstion of Proposal; The Banks noo&o the right te withdraw or amend the
_ Indication after December 1, 1994,

AN ! /
o {
- \
~ \/" B TE ’“q
, - _ : ;\
. .
i \.\
) 4
: it
P 4
Y .//‘
1117784 1218 PM
I'deos'panda'prepcsa’iermt.dos
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FROM: John, Tom
RE: Calpine Status-as Equity Partner
DATE: January 23, 1995

At noon today, John Rocchio and Bob Kelly of Calpine called to advise that they
were dropping out of the project as our equity partner.

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

They did not mention their previously referenced “tax problem”, preferring to limit
the discussion to the project. We are not sure but suspect that any other

' transaction with a partnership structure could conceivably have adverse tax:

consequences for the money partner.

We requested and they agreed to 1) return all confidential information
concerning the project , and, 2) refrain from discussing the project with outside
parties so as to avoid creating problems for Panda with the Bank of Tokyo and
other potential equity participants.
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ENGINEERING CONS!
P. O. B¢
HOUSTON, TEX/

FAX NUMBER (

The pages comprising this facsimlle 1
INFORMATION from Brows & Root. The info
individusl or entity named as the recipient hes
hereof, be aware that any disclosure, copying,
transmission Is prohibited. If you have receive

us by telephone at the request number referencea peiow, unmeumuy,

to retrieve this transmission at Ro cost to you.
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ROU ! ING - !!QUEST

Please

g READ To AL D
HANDLE Brian

O aserove Jrh o

and

] rorwarn i

D RETURN lalae
D KEEP OR DISCARD
REVIEW WITH ME

om_j‘./_L@_/f_{ From [jlt//e.,

Deﬂs e rey €

.k.;‘-, @4*&0‘3 44‘4m6¢/ eﬁM

> - fé’&p CGn be

:[ aolb s ity

é‘ie“‘ﬂb"' Pf&’ ca (( g;ﬂ..c/ Bob late

at ’)l?_;—___é’)b - 5__46

2. or ClanTones at
<

N3~ 69 - 8260 or ,ga/._%;.

If there is a problem with the copy, please contact
Bettye Taylor (713) 676-7861,

2p/1°d
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Brown & Root, Inc. Heuston T 77001 3008

27 tl aaune
A —amaw

&>

January 12, 1998

Mr, Kirk FL Edelman

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

Re; Panda-Kathleen L.P.
Draft Independent Engineering Report

Dear Kk,

Attached you will find & draft technical review of the above referenced facility.
Brown & Root, Inc. ("Brown & Root"). InwcordmcewithBro & Root
udaaﬂedmthzmnmaforthsengag ment, Brogm & Jfiet hady
mgdeav:ihbleformicwto B ehninal findin -

o sl 1
owed R el el

updates to thE sIETalt repd

} report to be informative and helpful in gaining a greater
issues involved. We are available to discuss this draft report with

Sincerely, Sincerely,
Roben L. Cate, P.E. N. Clay Jonés '

Project Manager Project Consultant i}

Brown & Root Power Engineering Consulting Services

LTRO02

NCI CONFIDENTIAL

PK 019661
A Hallburton Company
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gRAET

TECHNICAL REVIEW

Yt N W Y
TR Q 7
w ‘%; prepared for

Tﬂé BANK OF TOKYO TRUST COMPANY

January, 1995

CONFIDENTIAL
PK 019662
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PANDA-KATHLEEN COGENERATION
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DRAEFT

1.0 EXECUTIVE SUMMARY

1.1 Overview

Bmwn&koothucompletedonbehdfoftbsBankofTokyonst Company
("BOT") a “due diligence” review of documents related to the Panda-Kathleen
Cogeneration Project submitted by Panda Energy Corporation ("Pands
Energy”) snd BOT. The Panda-Kathleen Cogeneration Project is a nominally
rated 115 megawatt (110 MW guaranteed net output) cogeneration facility and
60,000 GPD distilled water facility that will be located in Polk County near
Lakeland, Florids. The facility, to be owned by Panda-Kathleen LP., o
Delaware limited partnership, will derive revenue primarily from the sale of
electrical capacity and energy to Florida Power Corporation with a secondary
reverme stream from the sale of distilled water to o ird ies (to be
identified), L

pruneu. Specific provisions for performance testing and liquidated damages
associsted with the distilled water facility were not defined. This is considered
significant oaly from the effect that the distilled water facility reBability has on
the operation of the cogenention facillity. The cogenerstion facility is
permitted to operate as & "zero discharge® facility. All water effluent is handed
by the distilled water facility.

CONFIDENTIAL
13  Project Cost/Schedule PK 019665

The EPC Contract Guaranteed Maximum Price of $63.5 MM appears to be
very competitive. As would be expected in this point in the project, the detailed
design has not progressed to the extent as to preclude Change Orders. If
prudently controlled by the Owner, these Change Orders should represent only

Panda-Kathleen Cogenerationa Project 1.0 Executive Summary
Bank of Tokyo Trust Company Page 1
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udwvdysmaﬂm’mmmc&muteedurAE En‘rm

unclesr from the documents reviewed as to the parties ultimately responsxble
for payment of price adjustments,

The sixteen (16)-month schedule from time of financial closing (assumed to be
no later than March 1, 1995) to Guaranteed Substantial Completion on July 1,
1996, isv«ytgg‘uuvebtnmmropmonuhcnbk. Schedule risks appear
to be mitigated by the Coatractor having already performed some engineering
at risk, preselection of major equipment, and six (6 moaths of project *float"
until the Power Purchase Agreement "sunset” date of January 1, 1997, before
which the facility must be fully operationsl. It is expected that the Contractor
will be required to accelerate work schedules and equipment deliveries in order
to meet the target dates.

1.4  Operating Cost, Budget, Pro Forma

WOpmonlndMnm“mAmthoBm for
Wlppunbhmmrdammthwymuﬂm of
mmmmwmm mom cost

‘;Lowp%wb;mududmgt"upﬁmm ofthe\-.

%ﬂ, pd&mancedm(mtput andhatme)mtbsmhm 'mnchmm

The permitting process appears to be progressing well with reasonable
construints being placed upon the facility. Permits foc air, water use, industrial
wastewster treatment system, management and storage of surface waters, and
construction of the natural gas pipeline have either been issued or are pending.
A conditional site approval has been received from the Polk County Board of
Commissioners; and 8 "Certificate of Concurrency Determination® was issued
certifying that adequate transportation, solid waste, drainage, parks, water, and
sewer facilities are gvailable. Phase I Environmental Assessment Reports have
been prepared for the cogeneration site and the natural gas pipeline CONFIDENTIAL
PK 019666

Panda-Kathleen Cogeneration Project 1.0 Executive Summary
Bank of Tokyo Trust Company Page 2
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IRAET

Although some issues must be addressed during detailed design of the facility,
uanwn&Roouopuﬂonthnnomorobaadutoobmmngthenmy
mmawnmdopmspmuhnbemndmﬁedmthedmﬂ

reviewed.

1.6 Coatracts

The EPC and O&M Agreements appear to be commercially and technically in
accordance with industry standards. lﬁno:comdetﬂomhwebempruwed
by Brown & Root in this report.

It is Brown & Root’s opinioa that significant discrepancies exist among the
Standard Offer Contract. Gas Purchase Contract, and the Pro Formas
primarily regarding tenures. The Pro Formas are based upon a 25 yesr loan
term, whereas the tenure for the Gas Purchase Contract is gh May 31,
ides defined

2016mthuhree(3)-ya:meenpmnon. o

hM-mmfonammmmummm
% dochentation presented:

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

financial closing.
. m&qhtyuducﬁbedshouldbeapableofpefomgureqmredbyﬁw
Contracts
) anironmamnpamiuingistppamﬂyﬁrogmﬁngwdlmd:hmdd not
impact project viability or economica.
CONFIDENTIAL
PK 019667
Panda-Kathleen Cogeneration Project 1.0 Executive Summary
Bank of Tokyo Trust Company Page3
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Thprojeauhe&nehtwesﬁvehnuﬁpoﬁgmud

- closing no Jater than March 1, 1995.

[ J

e The EPC Contract Guaranteed Maximum Price is competitive but
valnerable to Change Orders. Change Orders can and must be controlled
by the Owner.

. mmromwuwmdmuﬂutbeeﬂmofwmd
equipment performance degradation.

¢ The O&M Agreement appears to be in sccordance with industry standards

and long term operstional objectives of the ficility, however, final
negotiated contract amounts must support the Pro Formas (or vice versa),

¢ Performance testing and liquidated damages provided in the EPC Contract
fmthcmsmﬂonﬁdﬂtymhmdamwﬂhinﬂsﬁymm
should protect the Lenders’ interests. T

-

CONFIDENTIAL
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Panda-Kathleen Cogenerstion Project 1.0 Executive Summary
Bank of Tokyo Trust Company Page 4
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20 DESCRIPTION oF FACILITIEY) [} [) G

2.1  Project Description

The Panda-Kathleen Cogeneration Project is a nominally rated 115 megawatt
(110 MW guaranteed net output) natural gas/fuel oil-fired, combined cycle
cogeneration plant and distilled water facility. The facility will be located in
Polk County on & 7.5 scre site in an industrial park adjacent to US highway 92
west of Lakeland, Florida, Kathleen will supply electrical power to Florida
Power Corporation under s 30 year power purchase agreement, and provide
thermal energy to a steam host, which is a distilled water plant to be owned by
a subsidiary of Panda Energy Corporation. Output from the distilled water
plant will be sold under contract to a third party. The cogenerstion facility has
quﬁmmmrmmwmu._

Qualifying Facility (QF).

The cogeneration facility incorporates a single-train, dual-fue combustios .

- turbine, ABB Modd GT11NI, wnh'dlylowNOx'eomh.lm:nmﬁred
i Q lbe/br high

meympm»wmmﬁdy'{l,mg!mcfﬁnuhmm

; Cotponnonutthponsor of the Pands-Kathleen Cogeneration
anda-Kathleen LP. (PKLP) will own and be responsble for

] operation of the facility. Services will be provided to PKLP by the following
entities (see attached Organizational Chart): CONFIDENTIAL
PK
Walsh-Gilbert Commogwealth Goint venture) - EPC Service 0l966s
Calpine - O&M Contractor ~
Lakeland Water Co. (subsidiary of Panda) - Steam Host (distilled
water producer)
o Associated Natural Gas (ANG) (Parent of - Proposed Natural Gas
Associated Gas Services, Inc.) , Supplier
Panda-Kathleen Cogeneration Project 2.0 Description of Facilities
Bank of Tokyo Trust Company Page §
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DRAET

- Proposed Gas

. Transportstion

s City of Lakeland - Prearranged Gas
Capacity Release, and
Electrical
Interconnection
between PKLP and
Florida Power

¢ Florida Gas Transmission

. . Corpontion
¢ Florida Power Corporation - Purchaser of Electrical
E.pergydeapndty
¢ Universal Ensco - Pipeling Engingering

CONFIDENTIAL
PK 019670
Panda-Kathleen Cogeneration Project 2.0 Description of Facilities
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3.0 POWER AGREEMENTS [I) [} A\ [ |/

3.1  Electric Power Sales

PKLP will sell electric power to Florida Power Corporation (FPC) under a
Standerd Offer Contract between Panda-Kathleen LP. and Florida Power
Corporation, effective September 20, 1994, and executed November 28, 1991;
as amended by Letter Agreement dated April 29, 1993, between Florida Power
Corporation and Panda-Kathleea L.P. mpnmywmofthew
extends from January 1, 1997, through March 31, 202S.

Under the terms of the agreement, as amended, PKLP will be paid for 74.9
MW of electrical capacity at a rate which escalate from $5.79/kW/moath in
1997 to $14.90/kW/month in 2016. threqun'edmrmubﬁshnnbﬁty .
todeﬁverthceontrwtupaatyntwomys l-'irlt,bym :
course of any contract year; and second, i Bjed totfic

m:um yeans oxdn project. '
; enetgy td FRE % the A)

d A.uatmemof Cotponnon't As-Available Rate.”

orough analigis preificted theon-penkudoﬂ'pakmesovenhetam

. 4‘ ?. ) greemsent, and confirmed that there are times, possibly during each day,

%—9" wﬂ*nwmmbemmunymwopmme&dmy For this

, reason, PKLP assumed that the facility will operate for only 6,500 hours the

“ first year (74%), cycling on and off as economics dictate. When the facility
does operate, the probable operating level will be full load.

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

amended.) CONFIDENTIAL
PK 019671
Panda-Kathleen Cogeneration Project 3.0 Power Agreements
Bank of Tokyo Trust Company Page 7
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There are also references in the Standard Offer Conm 'Eu credits

or debits.® Due to the high thermsl efficiency of this combined cycle facility,
and the low emission rate of the ABB combustion turbine, PKLP may receive

benefit from its ability to dnplmdaancpowgmdbywumawuh
higher emissions rates.

There are several minor points which should be clarified:

o In Paragraph 8.6.1, thers is a reference to & “value of deferral payment
option® which affects the value of the Capacity Account, which is, in turn,
owed by Panda to FPC. We could find no definition of this option.

o InPanagraph 10.2, the *normal value of deferral payments® is unclear and
undefined.

o InParagraph 10.3, the “value of emission credits or debits”® is undefined.

32  Electric Power Transmission

Electric power from the faciiiey will®
m mhde&i:fl)::gl‘qmmiuoqm
m .
TN Tt K L nd e i o Liglnt P g, i
3 . s are i
e &Wm\whwhm ified]. : B W

%::a_a : ' T 4T R T

2 3 e Setdfl- memimnm&u 115,000 ¥ @89 KV conlict

T whAppmﬁmeﬂnwwﬁchu&ndupmw
'W. Further, thers are times o, deli in
of 115,000 KW:. Lakeland's d qd to transmit the

ﬁmkmdm ) %
\vi:-J
o 5.4% CHARGES FOR TRANSMISSION LOSSES, the second
%_ﬂ and the last paragraph are identical.

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

o Section 6.2 - REACTIVE KVA, Lakeland anticipates that Panda- will
operate at unity (1.0) power factor, There is no language describing
Lakeland's position if Panda operates at Jess than a unity power factor.

CONFIDENTIAL
PK 019672
Panda-Kathleen Cogeneration Project 3.0 Power Agreements
Bank of Tokyo Trust Company Page 8
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DRAFT

4.0 FUEL AGREEMENTS

41  Gas Sapply

The primary supply of natural gas to fuel the facility will be supplied under a
Gas Purchase Contract between Pands-Kathieen LP. and Associsted Gas
Services, Inc. (AGST). (At the time of this review, the agreement was in dnaft
form only.) AGSI will provide firm volumes of up to 20,000 MMBw/d for a
primary term extending from June 1, 1996, through Msy 31, 2016. AGSI will
MMpmvﬂeMmngmﬁrhWofmupﬁy
and transportation, the purchase and transportation of additional quantities of
gas as requested by PKLP, the purchase and defivery of fuel ol as backup fuel,
and the sale of gas supply and transportation rights committed to PKLP but
not required for operation on a dsy-to-day, or even hour-by-hour, basis. The
price of the gas will be the spot’pnauunbﬁlhcdbyatomuhmolm.
published spot prices, plus & small premium. (The spot price reistes to
interruptible sales agreements for short terms, usually thisty (3 daysa\on.f
month,) .

\
) \
R favorable to )

oo MaBida will reconcile the fact that the gas contract tenure (20 years)
gelilfter than the loan tenure (25 years) as proposed. We further assume that
thevohmndnnepmeswﬂlbeldequndyaddr&ed. At 100% load, the
facility can use up to 22,800 MMBtw/d. As earlier stated, the Gas Purchase
Contract provides firm volumes up to 20,000 MMBtuw/d. Extended periods at

full loads can exceed the supply contract agreement. .
CONFIDENTIAL
PK 019673
Panda-Kathleen Cogeneration Project 4.0 Fuel Agreements
Bank of Tokyo Trust Company Page 9
2v/p1d ' SO3 1004 3 NMOME Wd82:v@ S5, PT Mol



FPSC Docket No. 950110-EI
FPC Witness: MORRISON
Exhibit No. , (BAM-27)
Sheet 15 of 42

There are also several minor points which should be clasified:
o The Capacity Release Fee is unspecified

o The Discount Fee is unspecified | @ m & G v

o The Fuel Oil Management Fee is unspecified

4.2 Gu Transportation

Natural gas will be delivered to the facility from a nearby FGT pipeline. This is
expected to be a high pressure (900+ psig) pipeline, and supply pressure is not
expected to be 8 problem. However, it is customary foc the gas transportation
contract to specify 8 minimum delivered gas pressure, this would be oa the
order of 400 psig for this facility. It would be beneficial to have this spelled
out in the gas transportation agreement.

: Pmm;mmbqofdnamhm(minbdow),mdm

" between Florida Gas Transmission Company and Panda-Kathleen L.P.

+ Draft Fimm Transportation Service Agreement, Rate Schedule FTS-2,
between Florida Gas Transmission Company and Panda-Kathleea L.P.*

CONFIDENTIAL
PK 019674
Panda-Kathieea Cogeneration Project 4.0 Fuel Agreements
Bank of Tokyo Trust Company ‘ Page 10
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pRAET

o June 7, 1994 draft Letter Agreement regarding “Proposed Permanent
Capacity Release Agreement Between Florida Gas Uuhty and Pands-
Kathleen LP,; Proposed Mutual Termination and Release of Liability
Between Florida Gas Transmissioa Company and Panda-Kathleen LP.*

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

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

CONFIDENTIAL
PK 019675
Panda-Kathleen Cogeneration Project 4.0 Fuel Agreements

Bank of Tokyo Trust Company Page 11
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5.0 ENGINEERING/TECHNICAL REVIER [ [} [ 1

The basic thermal cycle for PKLP is based on an ABB 11N1 Gas Turbine/Genenator
(GTG) in single-shaft, combined cycle cogeneration configuration. A two pressure,
unfired Heat Recovery Steam Generator (HRSG) is provided to generate steam from
the exhaust heat of the GTG. The steam is used for process and/or sent to the Steam
Turbine/Generator (STG) to generate additionsl electric power. The cycle is typical of
most combined cycle plants. In Brown & Root's opinioa the equipment and
configuration selected are suitable for the service intended and the facility should
provide many years of refiable operstion. No unusual operating problems are foreseen
over the expected openting range of the equipment.

Several ABB heat balance diagrams were sent for review. Thess included 95°F, 59°F,

and 20°F ambient cases on both natural gas and #2 fud oil, or six (6) total These

indicate that the gross output of the facility varies from 114 MW at 95°F on gas to 133

MW at 20°F on oil. There is also a hand-drawn (not ABB verified) heat balance

diagram at 72°F, the nominal annual aversge ambient tempecpture mth.Ql’
application. Thuwcindiwuthuthuvauew puieg ity

115 MW.. Wonotethnwofthemreeeiv Asp AllyiEorrespond to the

the plaififor thiPfcility is to operste on a cyclic basis, starting
&non quipment almost on a daily basis. From a technical
Bined cycle systems such as this one are capable of operating in this
harm to the equipment O&M costs would be expected to be
somewhat higher than for a unit operated continucusly at base load, as discussed in

Section 9 of this report.

Brown & Root has reviewed Exhibit F, Scope of Work, to the EPC Contract and find
this document to be substantially complete as a general specification for a
cogeneration system to be provided. In most areas, the Scope of Work provides
appropriate equipment definition, redundancy requirements, materials of construction,
and Codes and Standards which must be followed by the Contractor. 1t is recognized
that further detail will evolve during the course of detailed engineering design.

Panda-Kathleea Cogeneration Project 5.0 Engineering/Technical Review
Bank of Tokyo Trust Company Page 12
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Brown & Root offers the following comments to Exhibit F of the contract which we
recommend be considered relative to Scope completeness and facility reliability.

5.1  Mechanical ' @@&@F

1. Section 5.13 requires a water spray desuperheater. The desuperheater

should be located between a primary and s secondary superheater to
protect against water carry over to the steam turbine.

2. Section 7.5.1 requires plate and frame type heat exchangers for the closed
cooling water system. The circulating water side of thess exchangers will
probably need a continuous self cleaning strainer or at least a fairly large
duplex strainer. Most plats type heat exchangers have narrow passages
ndwﬁmtpmwhdslugshnlorimmmm:hngdown
to 10 to 20 mesh. ,

3. Section 8.1 describes the make-up water treatrer

Gl'fsgspeaﬂusulnleuuedhbo oilpipcbomedflom-um
of the oil filters as is normally required. Section 6.4.2.15.2, which specifies
carboa steel lube oil pipe should probably be modified to agree.

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

requirements,
7. Section 6.3.5 references Paragraphs 6.9 through 6.11. These sections don‘t
seem to exist.
CONFIDENTIAL
PK 019677
Panda-Kathleen Cogeneration Project 5.0 Engineering/Technical Review
Bank of Tokyo Trust Company Page 13
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DRATE

8. Section 10.5 calls for a fuel oil unloading pump relief valve connection.
There is no mentlon of an unloading pump anywhere in this section. Also,
there is no connection listed for an overflow.

9. Section 12.122.4.8.2, It is recommended that oil heaters in outdoor oil
reservoirs be provided to inhibit water condensation in the reservoir when
the equipment is idle.

10. Section 16.3.1, Items 10 and 11 are fiel oil unloading area and fuel oil

pump building. This equipment is not described elsewhere in the scope.
Section 14.6.4 states that the fuel oll pumps will be located cutdoors. This

needs to be clarified.
53 Electrieal p |
ofhe Scope o Work s the basieQhis opion: - .
Dus v Y TieDediien ;
"‘"‘:j .‘, ¥ . P " b N
T 121384, Transmission Interconnect Agreement -
e g © 69 kv Li g
» ! W : o wm Oumu‘}ii : ) 4

! .‘,,‘Z; &‘, g\

Za

Y tran wrythol’anda-

powtoFPCn% city's twenty (20) year plan as
, . *." Jf the line does mbt yet exist, the schedule for the planning,
SRR isition of right of way, design and construction of this fine should be

Vo, L v}w -As sale of power from the plant is dependent oa this line being

e

-

b6l °d

i servica, the city's commitment to its construction should be assessed and

;’“» w its progress should be monitored closely to mest the planned July, 1996 in-

service date of the Panda-Kathleen plant..

The design of the 69 kV intercoanection for reliability from the standpoint
of power export should be considered. As currently planned, the Panda-
Kathleen plant connection to the Lakeiand 69 kV system will form a three
terminal line between the Sutton and Winston substations and the
cogeneration plant. A total of three (3) circuit breakers will be required for
this line with one located in each substation and one at the cogeneration
plant. Although the length of this line is short (approximately 3.5 to 4
miles total) and the exposure to fauhts is therefore limited, this arrangement
will impose a certain Emitation upon the plant power export reliability. For

8L9610 Md
¢ 1LN3ATANOD

Panda-Kathleen Cogeaeration Project 5.0 Engineering/Technical Review
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RAE T

example, a lightning strike on any portion of ﬂ\is@ln terminal line will
require tripping all three breakers, resulting in disconnection of Panda-
Kathleen from the 69 kV system. Fast breaker reclosing cannot be allowed
due to the possibility of damage to the generator from an out of phase
connection. The usual scenario is for the utility to reconnect between its
own substations first, and after a suitable time delay to *prove" s secure
comnection, the breaker at Panda-Kathleen can then be closed. A plant trip
may occur during this time due to loss of losd. If so, the plant will have to
be restarted and reconnected with the 69 kV fine and then ramped up to the
desired output.

A more reliable arrangement would include two independent paths for
power export from the plant to the buyer, FPC. This would provide the
ability foc the plant to remain on fine and in synchronization with the utility
system if one of these connections is momentarily opened such as can be :
expected during a storm.. Automatic reclosing of a timple line segment
(one contalning no isolated generation) within a few seconds is a generally -
accepted practice. With this arrangement the two (2)gfonnecti :
maintained during normal operation and the fikilhood

in i suxihiary transformers are identified as OA/FA class, but oaly the

ting is shown. The main transformer is apparently to be rated
150/200 MVA and the auxiliary transformer 3750/4687 KVA. The
transformer temperature rise above 30 degrees C average ambient should
be stated (typically 55 or 65 degrees).

3. AzlSOﬂOOMVAthemaintnnxformerwillbeadequndyrudmc;ny
the maximum expected export powes. The muxiliary transformer rating
also appears adequately rated based oa the Total House Service Load of

3905 KW shown on the Load List. CONFIDENTIAL
PK 019673
Panda-Kathleen Cogeneration Project 5.0 Engineering/Technical Review |
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4. The value for house load is larger than the expected Zﬁﬂf&gguﬂ
generatdr output and seems quite conservative. One 1
mcmmpdondls%lomfammums{‘mu\dl%forh

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

separately.

5. The Master Equipment/L.oad List describes the main transformer as being
of three winding configurstion - nshouldbetwomndmgtypeushownon

the one line.

6. The Master Equipment/Load Llist and the one line diagram disagree on the
rating of the Startup/Standby Transformer. One says 2000 KVA, the other

2500 KVA .
. Nommuonwufamdofthecontrolwbm:

. Our review of the Civil/Structural aspects of the planned power plant, at this
stage, has revesled no apparent flaws with the proposed design Only
conceptual lsyouts and descriptions are available at this time, and design
critesia presented are still rather general; however, based oa 3 limited review of
the materials currently available, Brown & Root believe the concepts, criteria
and methods described reflect conventionsl engineering practice and normal
power plant industry design. As to codes and standards that have been
referenced, the South Florida Building Code should be added to the list,

especially regarding wind loads.
CONFIDENTIAL
PK 019680
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1. Additional geotechnical/geophysical investigations will be required to

FPSC Docket No. 950110-EI
FPC Witness: MORRISON
Exhibit No. , (BAM-27)
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evaluate deep soil and rock conditions where subsurface caverns may exist
at the site. The geotechnical report prepared by Alomo/Saxena
Consultants, Inc, dated 2, September 1992, was for a proposed
warehouse/distribution facility snd not a cogeneration power plant. The

" power plant will inchude heavy static and vibration equipment loads which

are settlement sensitive. Existing soil borings were oaly 6 feet deep (hand
sugered) and 25 feet deep (drilled).

Site grade elevation and drainage patterns will have to be adjusted to insure
the plant area is above the 100-year flood plane, As indicated in Section
13.2 of the Scope of Work document, "Polk County is currently
conducting a flood study of the creek basin and now considers the entire.
subject property to be below the 100-year flood stage." Rmboftlu
study need to be incorporated into the final plant design. :

54 mmnuuﬁon and Contreols

1

Section 2.1, Codes and Regulations - ISA should be added to Mechanical.
NFPA and SAMA (Scientific Apparatus Manufacturers Association)
should be added to Electrical

SechonzsshouldidmfythepartythnutometmeBGAs
CONTINUOUS EMISSIONS MONITORING PLAN" for the

Owner/Operator to file with the USEPA prior to plant start-up.

Section 5.7.2, It is recommended that each oil lubricated journal bearings
and thrust bearing ca the feedwater pumps have bearing metal tamperature
detectors installed and monitored by the DCS. The temperature detectors
may warn of impending conditions that might lead 10 bearing failures which
could cause unscheduled outages and equipment damags.

Temperature transducers such as those specified in Sections 6.1.1.6.6.b,
6.1.1.94, 6.4.1.5.1.1, and 12.12.2.4.14 should be standardized to enhance
design, construction and maintenance. ABB has quoted PT100 (Platinum
100 ohm RTDs) transducers for their equipment bearings.

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

Panda-Kathleen Cogeneration Project
Bank of Tokyo Trust Company

5.0 Engineering/Technical Review
Page 17
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coordinated. Bently-Nevada vibration monitoring uutrulﬂl-‘uﬁ v

bcspecxﬂed fortheHRSGfeedwuepumpabeampunceﬂm is the
instrumentation which has been specified for the STG.

6. Sections 6.2.9.2 and 6.2.13 should agree regarding how the GTG start-up
and supervisory control will be done, with the DCS or with the GTG
control processor.

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

Section 64.243 should read: Bearings

and_ bearing/pedestal
mnnmgmﬂgnahﬂlbemmhtedwheremtopmmtth-ﬂowof
“shaft currents”.

8. Section lOO:bouldbedmﬂedtomhowmyhxgh
: mnsmreqmredtobeprovxdedbydnCo

eleidly und&istoadily bl UIWner and the Contractor.

. ﬂJﬁﬂmmMuwﬁwmﬂ Tubular
Zug¥ glasses shall “not* be used for high pressure applications

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

13, Section 11.4, Binary type logic diagrams should be added to describe
sequential, interlocking and tripping operations.

-

CONFIDENTIAL
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14, Sections 14.6.6 and 17.13, Since proper oo&onnﬁnous

Emissions Monitoring System (CEMS) is essential to operation of the
GTG, CEMS building air conditioning should be 100% redundant. The a/c
units described are small and the CEMS analyzers are extremely
temperature sensitive.

15. Section 17.6, The Continuous Emissions Monitoring Building should be
pressurized with filtered conditioned asir to provide the same type of
environment provided for the Control Room.

16. Section 18.18, It is recommended that the CEMS be of the extractive flue
g2s type to provide a controlled environment for the gas analyzers and to
minimize the risk of instrument damage should lightening strike the stack.

17. Section 19.5.1.1.3, The Contractor should be required to provide s

mmmmmmmumAmnomwd
the Environment requirements, TheCEMS endg -
prowdethohnﬁdnpply.uc

“3“ pkeye'y ol 4o oy
@*w

As shown on the Vicinity Map, the proposed delivery pipeline spparently
panallels the existing FGT St. Petersburg lateral fine a distance of one mile
before leaving the existing right-of-way and departing south towards the
cogeneration plant. It appears that the tap into the existing FGT lateral fine
cannot be made at this departure point thus saving sbout oae mile of pipe. A
pmnmmyhydnuhcuulympafomedbmewn&Roothdnmam(s)
inch pipeline will be adequate to transport 22.75 MMcfd, the approxmme
mvdmmsununeﬂownta
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6.0 ENVIRONMENTAL |
PERMITTING REVIEA?VD @ 03 ﬂ [F F

6.1  Environmental Review
Brown & Root bas reviewed information provided on the project scope,

62" EbvicbuhintalPermits - 3 el B
'\be“‘ rre \"4‘ o L. - ‘A‘
§ 621 VAR Remie - o “fg g
%5 The Supe & Florida Depactment of Environmental
; § - .. 'publisisd¥n October 21, 19941 ifikiate
220w +:  Naoticeof apd the-final permit are expected shortly.

é % %propond combination state and federal Prevention of Significant

Deteriontion (PSD) air permit is based on the June 6§ 1994 air permit
application and a September 19, 1994 letter with attachments. Representations
made in the air permit spplication and the September letter and attachments are
by reference part of the permit. Any unauthorized deviation from the approved
drawings or exhibits could constitute grounds for revocation of the permit or
enforcement action by the DEP. The final plant design and operation should
be consistent with the air permit and the associated air permit application and
modifying letter with attachments. A copy of the air permit application and
modifying letter with attachments for review and for future comparison with
the final plant design and operation should be provided for review bv Brown &

Root. CONFIDENTIAL
PR 019634
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Customary General Conditions are included as part of the air permit. Specific
Conditions included in the air permit limit back-up fuel oil firing to the
equivalent of 500 hours per year of full load operation and limit fuel oil sulfur
content to 0.05%. Emission limitations in be/hr are favorably based on
blocked 24-hour sverages (midnight to midnight). The NOyx emission limit of
15 ppmvd may be adjusted per Specific Condition B.5 to less than 15 ppmvd
(20% over the demonstrated concentration rounded to the next higher aumber)
if a required (Specific Condition B.4) engineering report demonstrates that
lower NOx levels have been achieved.

Monitoring requirements stated in Specific Condition D require a contimious
emission monitoring system (CEMS) for NOx and, if necessary, for a diluent
gas (CO2 or 02). WemthathepropostcopeofWorkucﬁonllls

states that the facility shall have monitors for opgcity, NIP SO,“CO and 02,
SOx, CO and opacity monitors are not u N air oredms
regulation. Wenouthatmuo 8.18 dak not »---—I~

t‘onhcdm quisition §ffem. ..--1~-- B that “the Federal Acid

Nourde/erfigsion unit- gl aPplicabi

.Y, )ofl990:ndthcsmofﬁonda8ntclmplememmnm An
anmual fee of spproximately $25 per ton of pollutants is charged to fund this
permit program. This would equate to $10,300/year based upon the permitted
total pollutant emission Emitations of 412 tons/year (TPY). Brown & Root
believes the Pands-Kathleen facility is a new "affected” utility unit that is
subject to the permitting and other requirements of the CAAA Title IV Acid
Rain Program. The Title IV permit and compliance plan requirements would
be handled as part of ths comprehensive Title V permitting process. In
addition to the annual fee for this permit, SOx allowances would have to be
purchased for approximately $2,500 per ton for the small amount of SOx
emissions coming from this facility and the CEMS provided would fave to
satisfy the equipment, certification testing, quality assurance, and reporting
reqwemaxtnoHOCFRw This would equate to $60,000 based upon the
total permitted SO, emission limitation of 24 TPY. In Brown & Root's

Panda-Kathleen Cogeneration Project 6.0 Environmental and Permitting Review
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opinion, there should not be any problem obtaining the Federal Operating’
Permit or the SOy allowances when required,

Although relatively small amounts, it is assumed that Panda has considered
these environmental fees in the Pro Forma costa.

623 Water Use Permit

The water use permit was issued oa October 31, 1994bytheSouthwut
Florida Water Management District.

The permit notes that the proposed project is in the Southern Water Use
Caution Area. The permit transmittal letter notes "that the Governing Board
has formulated 8 water shortage plan as referenced in Condition 4 of the
Standard Water Use Permit Conditions (Exhibit A), and will implement such s -
plan during periods of water shortage.” It is possible that lifs of this

mwm*.:':f.::;ﬁ:;mmmm;m it

Bnd: DEPwedadnﬂpemtmdaNouccoﬂntemwkmapm
ﬁrmmofmermwu@mmhdﬁtyuﬂthe
associsted zerv discharge water treatment system on October 19, 1994. A
public notice was published on November 10, 1994. A 14-day period is
allowed for petitions to challenge the permit. The Florida DEP issued a Notice
of Permit and issued the permit on December 6, 1994. Any party to this permit
huanghttoseekmdimlrevwwoﬂhep«nmbyﬁhngaNotmoprpm
within thirty days of the Notice of Permit. Brown&ltootdo«notknow:f
any sppeals have been filed.

Weuotethepumnmthecapwtyoftheﬁcﬂuyu 110 MW while the air
permit and other project documents state the facifity’s capacity as 115 MW.
CONFIDENTIAL
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The permit's Specific Condition 3 notes that *If histori ormgical

artifacts, such as Indian Canoes, are discovered at any time within the project
site, the permittee shall immediately notify the District Office and the Bureau
of Historic Preservation...* While the risk may be small it is recommended that
an historical and archaeological survey of the cogeneration facility site and the
natural gas pipeline route be performed to ensure problems do not develop
latter that could impact the project's schedule.

Specific Condition § requires that the permittee ensure that constructioa of the
facility is as described in the application and supporting documents unless
proposed and approved prior to implementation. Major changes could result
in a reapplication being required. A copy of the industrial wastewater
treatment system application and any supporting documents should be
provided to Brown & Root for review and for establishing a basis for

evalusting the final system design and operation.
Specific Condition 30 requires th

]
558
w;ﬁ_ﬂ

operate the ,
' ; the facility. oA %
".RJY E T W fg L 2 d.%. ¥ ER %ﬁ*ﬁ

R - . 0 & o~ .

e w0 624 Managemeat and Storage of Snrfacs: Wi
= *., ConstractionPermit _ = _ *07 1

= o : A g 9

AT &
- » s ongh. \
T s Specific Condition & prohibits construction “within the project area for any
= facilites or activities associated with or directly relating to the surfics water

management facilities until such time as the permittee has obtained ownership
or control of those areas necessary for the surface water management system,
including all rights-of-way, easement Jocations, upland conservation buffer
areas and wetlands® We have requested a copy of the Surface Water
Management Genenral Construction Permit Application and ths construction
plans submitted August 5, 1994 for review, for future reference, and for
determining the status of land needed to construct the surface water

management system.

The Specific Conditions, Limiting Conditions, and Standard Coaditions
contained in the permit appear to be reasonable and customary. CONFIDENTIAL
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6.2.8  Construction Permit for Pipeline to Cogeneration Facility

In response to the Joint Application for Works in the Waters of Florida for
Panda-Kathleen L P. Panda-Kathleen Cogeneration Facility and Natural Gas
Pipeling Project dated September 2, 1994, the Corps of Engineers issued a
permit that is valid for two (2) years authorizing installation of the natural gas
pipeline on September 16, 1994. The Florida DEP conducted a field review of
the project oa November 10 and issued a3 Notice of Intent to Issue a permit on
November 22, 1994. A public notice is required. We are investigating to
determine if the notice has been published. A 14-day public comment period is
required.

General Conditions and Specific Conditions have been provided with the State
permit. Specific Condition 2 addresses historical and archaeclogical artifacts in
a manner similar t0 the Industrial Wastewater Treatement System Permit's
Specific Condition 3 and the Mansgement and Storags of Surface Waters -
Genenl Construction Permit Specific Condition 3.

SpeaﬂcCondm“llreqwutha‘thepqmneeam g the D
Gophar‘ronomrelouuonphnpp:ovad by the SR ar
FG nitilkioe ‘

sdditionph® DES ‘mwmwmummwmombegmn

- wwm&rnm&sdwymndwnhmmdumﬂ
activity. A Stormwater Pollution Prevention Plan (SFPP) and s Spill
Prevention, Control, and Countermeasure (SPCC) plan will need to be
prepared, submitted, and maintained on the site.

-
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63  Polk Couaty Zouing & Planning Approvals @ E’a E\\ E Tj

63,1  Certificate of Concurrency

An pplication for concurrency review was submitted on August 8, 1994. A
Certificate of Concurrency Determination was issued oa September 9, 1954, to
certifyy that adequate transportation, solid waste, drainage, parks, water, and
sewer facilities were available.

632 Site Approval

In response to Panda-Kathleen's July 29, 1994, Applcation for Non-Certified

Electric Power Generating Facility Site Approval, the Polk County Board of
Commissioners issued Site Approval for a Non-Certified Electric Generating
Facility on October 25, 1994. The Board's approval was subject to tea (10)
conditions. The project is required to undergo & commercial site plan review.

Pudoﬂusebeymdum:nmnypummdbytheﬂondaDEP‘ thcurpe'mt
would require an application for and approu:ﬂ

I m :'3 | MOM ) .
“Q Eﬁ -“fa‘»" tol’olkc&my 'fheiojed'sSeopeofWokaecdonzosm
S W) ¢ responsible for all noise abatement and states "the noise levels
l i e plant shall not exceed 80 dBA weighted sound level at any property
a line. The noise levels shall be calculated using the actual noise levels measured
mdmbmamsdwmbwntnouelevdsmedpmoudy' An 80 dBA
sound pressure level is a relatively high level. Additional noise abatement may
' be required depending on the nature and location of critical receptors. Brown
& Root notes s motel complex is located to the south of the cogeneration site.

Condition 10 allows County staff to terminate disposal of crystalizer splids in
Polk County landfills if it is determined that the crystalizer solids do not allow

the landfill leachate collection system to function properly. In the unlikely -8

event this becomes a problem, altemative solid waste disposal options could be = 2
investigated and could be used. This could impact disposal costs, but with ez

' - m

==
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only 1,400 pounds per day of crystalizer solids for disposal, this should have
virtually no impact on overall projest costs.

6.4 Fhase 1 Environmental Site Assessments

A Phase I Environmental Assessment Report has beea prepared for the
cogeneration site. A small amoynt of solid waste and debris was noted during
a site inspection on the previously undeveloped cogeneration site. No
discharges, surface staining, or abandoned coatainers were observed on the 7.5
acre cogeneration site. The results of the Hazardous Materials Survey was
noted as follows: "Although visual observation of the property was limited by
dense vegetation, no bazardous materisls were seen on the property. The
presence of abandoned containers or electrical transformers was not detected
on the property.” A regulatocy database review was performed for the 0.5 mile
radius around the site. The cogeneratioa site property did not appear on any of
the databases. Environmental problems noted for adjacent properties are not
expected to have any impact on the cogeneration site. Standard qualifications -
and disclaimers were stated.

O or"pmperﬁammledon!ytmﬂmmcf wute,ono'
£ 7 abud@udcoﬂmamdwmk.mds&w 8.0il containers,

Qo fxoo:rldormmadmappwonmxmmm The .

. e *mm&dmblm&rﬂmmmm&m&w

o _mendamﬁedthsm Standardquaﬁﬁuﬁmmd gelai
were

in the ¢ : 2 S
vy iy ? _‘..‘;— "?:‘ i Mm?:f % -~ i’. % N %‘w’i G fﬁ

v s ' n G o @ Ig a
- % '3 4 443

e ‘ s -

L s
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7.0 SCHEDULE REVIEW

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

The EPC schedule is accelerated and is targeting a substantial completion six (6)
mounths earlier than the PPA "sunset® date of January 1, 1997. This is sccomplished by
accelerating the overall schedule and major milestones. The accelersted milestones are

hsted below:

Contract Date  IargetDate Acceleration
Mobilize on Site Sep.1,1995  Mar. 1, 1995 6 Months
Major Equipment on Sits Jan. 1, 1996 Oct. 15,1995  2-1/2 Months
Hydro HRSG hn. 1, 1996 ‘

Substantial Completion  Jul. 1, 1996

ndir engk jistialed to be in
hdorspp: havebeenseleaedudm
y pa sl mmﬂanmguﬂmndddosing.
ion fam thethajor equipment vendors is very important so the
m mpawelshndeqmpm t'oundanonsm

M&eﬁd&yd&pwmhwmﬁw(ﬂmtbspmttom
mobilization. Brown & Root's evaluation is the engineering could be as much as 40-
45% complete at this time, dependent upon the amount of “at risk® work. Considering
the type of facility, this should provide sufficient information far construction to

proceed without delays.
CONFIDENTIAL
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Review of the equipment delivery durations indicates that most are in-line with normal
expectations. The durstions required from start of vendor information to the delivery
on site were compared to typical fabrication lead times for this type of facility. Some
the major equipment acquisition times are:

Typical Pands - Kathleen
Large Transformers 12 months 6-1/2 months
Steam Turbine 12 months 12 months
Gas Turbine 12 months 12 months
HRSG 10 months 10-1/2 months

The power block equipment purchase orders were scheduled to be issned for
manufacturing in mid February, two (2) weeks before the completion of the proposed:
March 1 financial closing. The vendors were scheduled to start their engineering and
prowdmgofmfommonfourmdono-hlfmomhspnoftothh The turbine’

Zp/EE’d

Brown & Root revicwed the manpower requirements for the project. It is expected
thnappmﬁnatdyzso,owmmbereqdredtocomplaethcwodamc
fifteen (15) month construction period. Peak construction manpower should be
approximately 200 people. In our opinion, labor availablility in the area is currently
adequate. Walsh plans to have an adequate management staff at the site to sypport
construction. Gilbert Commonwealth planstobave at least two (2) people to perform
resident engineering functions at the site.

PK 019692
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Brown & Root believes the the WaJWGilbert Commonwealth}m &.’EWE

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

The construction duration from mobilization to substantial completion appears to be
achievable. The duration is fifteen (15) months compared to 8 typical of eighteen (18)
months for this type of facility. The acceleration is evident in the erection of some of
the major pieces of equipment. A comparison is below:

Typical Panda
Gas Turbine 5 moaths 3-1/2 months
Steam Turbine 4 months 3 months
HRSG S months 2 months
The erection timing of these pieces of equipment within the 'ﬂmw

CONFIDENTIAL
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8.0 BUDGET REVIEW

8.1  Capital Cost @ m @E v
It is Brown & Root's opinion that the EPC Contract value of $563,500,000 is

very competitive. A combined cycle cogeneration ficility of this size will
genenally range $500-$600/kW, The cost of this facility producing 110,000 kW
net is $577/kW which also includes the cost of the distilled water plant.

82  Project Cash flow

Brown & Root reviewed the Gross Billing Estimate represented in Exhibit
The billing schedule is separated into engineering and design, pre-construction,
cost of work and Contractor's fee. The Engineering payment is distributed *
over a ten (10) month period with reasonable application to value of work
performed. The pre~construction payments total to $73,000 before financial
closing and is reasonable considering planning and project . |

CONFIDENTIAL
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9.0 OPERATION AND MAINTENANCE
AND PRO FORMA

vt otspmmm 8 A

The draft O&M agreement is a2 “services” agreement for operation and
maintenance of the facility by the Operator. All purchased materials, services
and identified reimbursable costs sre to the Owner's account and are
considered variable O&M costs.

Provisions are included, in the form of s bom/penslty incentive, to encourags
the Operator to operate and maintain the facility in & manner consistent with
that of a prudent Owner when operating and maintaining its own facility.

In reviewing the draft Opention and Maintenance Agreement, there are
several items that, in Brown & Root's opinion, require attention by Panda~
Kathleen, L.P.

Section 1. Definitions ﬁ«.,a\,g

There are two specific WCWMMSMM'
Commercial Opecation. ).whchhlupoﬁlychngﬁdutothe

Wntﬁe?mmw o
/"q”‘ mmw T "

T ItnMIprowdelfnnhecompmmontabepadmchpcuotdumgthe
time from the Commencement Date to Contract-In-Service date. Under ltem
T 401(c)MOMMWMoWWMMpM
) thuppliubleovmhaniyma,x‘ . Y

L Thcdnﬁoﬂhugremwdg mymomandmﬁedmder
‘gvsm mpqmm'md’SedonV'ComaPnecAdjuM
- : review and evalustion of the reasonableness of the costs have
}a iymdruthisﬁm The monies identified in the Pro Forma for the *fixed
" O&M cost" of $0.0016/kwh and *varisble O&M costs® of $0.0028/kwh appear
to be reasonable. It should be noted that daily cyclic (Le. on/off) operation of
thecogemmioneqmpmwmdmthembeMovehmh,
aruculmyofthemx’omu.mdmmthemmmmofthm
componennbyumuchum%cbovenomalbuelotdopmnom -
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Pro Forma Technical Comments @ m & E v

In Brown & Root's opinion, there appear to be two technical errors in the Pro
Forma regarding the implementation of the performance data. The first has to
do with performance degradation. The second is related to heat rate and its
conversion into fuel consumption and cost.

It is customary to include in a Pro Forms projection estimates of output and
hest rate degradation that are expected to occur over time. This degradation is
dus to the fouling and wear of the power generation equipment, primarily the
GTG and STG. Degradation follows a cyclical pattern and most of the losses
are recovered each time the machines are overhsuled and the old parts replaced
with new ones. For Pro Forma purposes, the degradation is usually shown as
levelized for the purposes of simplicity. Avmgemupmcapadtyistypiuﬂy
degraded (reduced) about 2% to 3%. Average heat rate is degraded
(increased) about 1% to 2%. Theaeﬁmuenomaﬂy  directly in the:
Pro Forma in order to avoid say confusion.q The plemenhﬂonof
degradation in the Pro Forma cannot be expiit!
in the Pro Forma | .

Vgl Migher i
iy boR 11%, Le., HHV/LHV =
“Jermsg he ABB heat balance diagrams). The
de of Uiis is ®at fuel is almost universally quoted and purchased in
HE w In order to get the correct fuel usage and cost, it is imperative that
heRt rate and unit fuel cost be in consistent units, i.e., either both in LIV or
both in HHV units (HHV is usually used). In the case here, using the
guanintee net heat rate of 7,373 Ba/kWh (LHYV), it can be seen that this is
equvxiattoSlS-iBtu/kWh(H!N),Le 7,373 * 1.11 = 8,184. Therefore, in
HHVta'ms,thehutmeshmldbeonmeordeof!lOOtoS,?.OOBtn/kWh.
However, the figures used in the Pro Fonna are about 7,800 Btw/kWh. With
the addition of degradation, the heat rate should be in the 8,300 to 8,400
BtwkWh range. This matter should be investigated and corrected if needed,
mndhwdya&ecathequmqmdwnofﬁxdpmjeaedwhchduewy
impacts the financial projections. It is possible that these adjustments were
madewnhmtheProFoanaspre;dsheetmdwmnotwtdablewthumewer
but there were no notes to indicate such. In addition, a few check calculations
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made by the reviewer indicated that the annual cost of fuel shown in the Pro
Forma appears to be in ervor to the low side.

It is also noted that the pro forma does not include any operation on more
expensive fuel oil, which is most likely to be used in the winter when gas could
be in short supply. It would be expected that this fuel would be used at least
part of the time over the long term and should be reflected in the pro forma.

CONFIDENTIAL
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10.0 EPC CONTRACT RISK ANALYSIS

3 A

IngmaL}thPCComaisinmdmwithinduﬂ:ymdudpm thx']-ir
type of facility. The following opinions are offered regarding the provisions of the
Contract relative to Lenders’ risks. :

10.1 Key Provisions
. ion (ref \ricle T

The engineering and construction fees are covered by lump sum amounts of
$3,500,000 and $5,600,000 respectively. The balance of the Contract value is
reimbursed to the Contractor on a “cost reimbursable® basis up (o the
Guaranteed Maximum Price of $63,500,000 (plus approved Change Orders).
Although the Guaranteed Maximum Prics provides a cap on the costs

reimbursed , there are no specific formulas on how the Co cost is
calculated. This could lead to somewhat "front-end " pay to the -
Verifiation can be made by tharkendary’ Eagineer by compiring physical
percent progress against tHe'percent of the Guaranteed Maximum Price that is
invoiced Jyetbe Coftractor. . - | 4

~TTIN, X o e ' - N 3 ST

f\.}— . "; DA SO PENSANQ :uun;; AIRCe 8} -~ s .f"’“
£ . . 5

change with i estimate of the cost and schedule impact, o else loge the

_ - "Be by the Contractor. The
S documentation is to be mipplied by the Cbe for the Owner to verify
'3 . umounts T M}mdpsﬁpﬂagedbrﬂwtoulunmofan

The Contract defines Guaranteed Substantial Completion Date as "July 1, 1996
(subject to extension for Force Majeure or Change Order) but in no event later
than Jamuary 1, 1997 unless and to the extent such January 1, 1997 date is duly
extended by FPC." Conditions of approval for schedule extensions are the
same as for additional compensation. The Contract provisions for a Force
Majuere adjustment are customary, however "storm® is defined as a Force

Majeure event, which may lead to abuse of this provision. T
CONFIDENTIAL
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Article §, Section $.23 identifies 9/1/96 as the milestone date for "Achieve
Substantial Completion®, which appears to contradict the definition of
Guaranteed Substantial Completion.

Warranties (1ef Aticle 1)

The term provided for correction of defects is a period of one year after
Substantial Completion Date or one year from the discovery of such defect or
deficiency (but in no event later than the first anniversary of Final Acceptance
Date).whichuexmdedxfanxtemunphcad during the warranty period. This
warranty period is considered & minimum compared to industry standards.
However, in Brown & Root's opinion, thewunntypmodhuﬁaato
identify any significant defect or deficiency. The Contractor is required to
*promptly” correct any such defect or deficiency at its own expense.

e

102 Performancs Testing : -

-

Pmmhpu&mmp&mdemn lgd'mibcl’
Scope of Work, of the EPC Contract. Section IQJmmhmmﬁngmqmrd

for the cogenaration facility including the following:

i
=

. Bmdwamwmadmn“mnmbmmm
mmh&dﬂdmﬂmad&uﬁ -

. Heumexrtubevaiﬂedoveuwpmodofthedm«mm

BT . mmmmwmmgmmsmmmmws%
- .+ avuilability over 200 continuous hours.of operation (Note: This provision
:boddbedmﬁedwmthnmﬂmuboconmdwdugn

. conditions).

*- e Sh&ngiommwﬁdmmowmpﬁmdthemmwhh

—the sir permit.

I is Brown & Root’s opinion that these tests are customary for cogeneration
systems and should adequately prove the cogeneration systems capability to
perform as designed. There are no specific performance tests identified in the
Scope of Work for the distilled water plant, The plant will evidently be
purchased from a third party Supplier and will carry the Suppliers

, which is also not specifically stated. The system will be
indirectly tested as the cogeneration system is tested.

s -

CONFIDENTIAL

PK 019¢79
Panda-Kathleea Cogeneration Project 10.0 EPC Contract Risk Analysis
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103 Liquidated Damages m R uh@ ‘E

Provisions for liquidated damages for failure to o¢
cogeneration performance are stipulated in Articles 12 and l 3 of the EPC
Contract as follows:

Schedule (reference Article 12)

Liquidated damages of $35,000 will be assessed for each day that actual
Substantial Completion is delayed beyond the Guaranteed Substantial
Completion Date, up to a meximum of 30% of the EPC Contract value. This
daily assessment should cover a significant portion (if not all) of the monetary
impact due to the delay. The 30% cap is within the industry norm of 25-35%
for this type of facility. Asticle 7 allows the Contractor to recover some or all
ofmthmdﬂeddmgaunmbmubbwuﬂgumm
amount paid to the Contractor does not exoeed the Guaranteed Maximum
Price. This provides incentive 4o the Coatractor to control costs and maintain

a reserve.  Converself; it also provides pressure to request Change Orders . -

thrgughout the project to increase the Guaranteed Maximum Price.

Liquidated dsmages of $1,000 per klowaswill be assessed for shorthll in

elemdpowu'omput(\\dthnolsmcdi- 1.5% allowed primarily for
mmdﬁnﬂou}bdwthe&mudl‘chﬁty

of110,000kW as corrected to Design Conditions. - This should be
o wmov«mmwsumoamdmthuhomn.

L.qmiﬁeddmgmf $30,000 will be assessed for each BtwkWh actual heat
rate sbove the Guaranteed Net Heat Rate of 7373 BrwkW (with a tolerance of
+ 2%) based on the low heating value (LHV) of the natural gas. This should
be more than adequate to cover projected additional fuel costs caused by a less
efficient (Le. higher heat rate) unit.

The EPC Contract provides bonuses for additional net power output and lower
heat rate of $300/kW and $15,000/BtrwkWh, respectively. This provides
incentives for the Contractor to design the unit to be more productive and
efficient. This is favorable to the Lenders up to the point where the bonus
exceeds the potential for the facility to recover by increased energy sales (there
are no caps on the bonuses).

There are no provisions in the EPC Contract for liquidated damages mocmed
with shortfalls in the output of distilled water. The Confidential Memorandum
dated September, 1994, discusses an output from the distilled water plant of
60,500 gallons per day (GPD). The EPC Contract requires that the distilled

Panda-Kathleen Cogeneration Project 10.0 EPC Contract Risk Analysis
Bank of Tokyo Trust Company Page 36
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'
'

DRAEFT

water plant be capable of treating water flows ideatified in the Conceptual
Water Balance, Appendix F to the Contract’ However, there are specified
guannteed distilled water capacities. With 1 inlet cogen effuent water flow of

73,400 GPD and s reasonably
it is probable that the distilled

based on Brown & Root's experience..

lowmoimrec?ntent of the solid waste stream,
produced would be in excess of 60,500 GPD

2ps2vd

. CONFIDENTIAL

' PK 019701
Panda-Kathleen Cogeneration Project 110.0 EPC Contract Risk Analysis
Bank of Tokyo Trust Company : Page 37
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Project Cost information:
Tunkey Construction Contract
Other Construction Cosls
Development Coats
Financing Costs
Total

Financial Information:
Debt
Equity
Tols

PRICING
Capacily Rate ($AW Year)
Capscily Rale ($/aWh)
Avg Energy Rate (3/kWh)
Vanable O8M Rate ($&Wh)
Total Elecincily Rate {$/AWh)

Nalural Gas Cost - Fum Contract ($/MCF)
incremental Fuel Cost (SMCF)

FINANCIAL RESULTS
Revenues
Fuel & Other Vanable Expenses
Fum Transportation
Fuxed OBM
Management Fee. Insurance & Other

EBITDA

Interest Expense
Pnncipat Payments

Net Reserve Agustiment
income & Other Taxes ]

Net Cash Flow
Equity Distnbution

Dett Coverage Rabo

- FPSC Docket No. Ydul1U-£1
FPC Witness: MORRISONS
Exhibit No. , (BAM-28)
Sheet 1 of 31
Panda Energy Corporation
11/21/94 85
Kathieen (FPC) - 115MW Project 2
’ e E“NF'“[NIIA[
Amount () $hw % g:::jm" . BASE CASE
$83.500.000 3552 68% perating Assumptions: One ABB 11N1, Steam Turbine, HRSG
$8.047 000 $70 % Capacity in Kilowalts 115,000 Fuel:
$9.699.000 384 10% Avg Plant Heat Rale (BluwkwWh) 7813 20 Year Gas Convract, Gas Prices Based on Market Index
$12.504.000 $109 13% Avg Hrs/Yr Running Generation 7.147 ICF Projected Fuel Prices
$03,750.000 $815 100% Firm Transportation on FGT Phase H $d Phase W
Other Inf.
Amount (5) D/E Spit___ Matunty/Flp Y Rate / IRR Payout Ratio PV Q@ 12% ICF No-Coal As-Available Energy Rates
$75.000.000 0% 25 10.00% ot "0“6 2:::";::”” o
$19.759.0% 20% EL 17 00% 100% $34.910,955 Inflation 13 aliumeii to n)en:::/:zus :‘::’::::‘;U"M noted
$9.750,000 100% 100% $34.010.955 nl rwise note
Year V Year 2 Year 3 Year 4 Year § Avg 6-10 Avg 11-15 Avg 18-20 Avg 21-25 Avg 26 30
1997 1998 1999 2000 2001 2002-08 2007-11 2012-18 2017-2% 2022-28 Average/Total
$69 40 $7296 $76 6a $60 64 $84 72 $90 64 $126 53 $162 24 $208 41 3267 N $156 77
$0 01071 $001130 $001135 $001259 $0 01301 $0 01482 $0 01792 3002166 $0 02749 $0 03534 $0 02150
$0 03647 $0 03951 $0 04230 $0 04153 $0 04202 $0 04581 $0 05500 $0 06854 $0 08257 $0 08807 $0 06508
$0 00255 $0 00269 $0 00282 $0 00297 $0 00312 $0 04581 $0 05500 $0 06854 $0 08257 $0 09807 $0 08508
$0 04973 $0 05349 $0 05848 $0 05708 30 05815 $0.06426 $0 07757 $0 00617 $0 11770 $0 14322 $0 09232
$226 $243 $265 $301 $312 $353 $470 $6 39 $764 $8 31 3574
$243 $2061 28 319 09N $374 $4 95 36 67 $8 16 $0 68 $6 0t
$32 886 332 $35 331.869 $38 343 983 $36.197.722 $37 321 442 $41.762227 $52.620.021 $64.767 318 $76.937 928 $92.785 394 $1.826 490 775
14 749 005 15.732.803 17 849 492 17.655670 18.007 451 21601179 30.103.184 38.503 588 44.957 608 53334 925 1027 498 906
3947504 3994 871 4042610 4091323 4140419 4.201.801 4555649 4035627 5132812 5448 261 141 538 070
1.200 000 1 242,000 1205470 1.330 461 1.377.020 1,528,543 1815429 2.156.160 2560 642 3041477 61947213
2.362 500 24110850 2462927 2515792 2570 507 2748537 3085.629 .465.968 3.961.489 4526 235 101,362 975
$11.376 245 $11 950 344 $13.703 264 $10.404 476 $10.426 037 $11.592,087 $13.269.131 $15.785 955 $20.325177 $26.434 496 3494 145612
(7 500 000) (7.500.000) (7.500 000) (7.500.000) (7.500.000) (7 292.500) (6.460.000) (4 855.000) (1 842 500) [} 138.750 000)
0 [} [ 0 [} (1.050.000) (2.300.000) (4 400,000} (7 250 000) 0 (75 000 000)
(1297 400) (1291 800) (661.800) {1 200 000) {500 000) (655 400y (524 745) (693 083) (317 340) 299.084) (19 399 262)
0 0 0 0 0 0 (269 976) (2.225.450) (5 968 109) (9 104 806) (87 841 71%)
$2 578 845 33 150 544 $5 541 484 $1704 470 $2.426 037 $2 594 187 $3.714 408 $3612422 $4 947 228 $17 030 606 $175.055 526
$2578 845 $3 158 544 $5 541 484 1704 470 $2426.037 $2 594 1687 $3 714 408 $3612 422 34947 228 $17 030 608 $174 90363
152 159 183 139 130 t3e 151 mn 227 168
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MEMORANDUM FPSC Docket No. 950110-EI
FPC Witness: MORRISONS
TO: Bob Exhibit No. , (BAM-29)
Sheet 1 of 2

FROM: Pete
DATE: July 14, 1994

RE: Issues raised at Smith Barney Presentation
for Panda-Kathleen

SBS recommends that we stretch to achieve BBB- or better in a debt rating for the Kathleen
project. Primary benefits associated with BBB- versus BB+ or lower include:

(1) At least 150 basis point savings on the interest/coupon rate (9-9%% for
BBB-, versus 10%%-11% for BB+) and; _ )

(2) Longer amortization for the debt (25 years for BBB- versus 20 years
for BB+).

Neither investment grade (BBB- or better) or below investment grade (BB+ or worse) will need
credit enhancement such as a letter-of-credit. To stretch to a BBB- we will need to focus on the
following, according to SBS:

Ite Action Responsible

Construction Secure acceptable EPC Ted Hollon
contractor. v Kyle Woodruff

Fuel Secure 10-15 year delivery Ralph Killian
of gas volumes plus firm Jim Adams
transportation.

Thermal Host Secure host and prove Ted Hollon
economics and QF status Ralph Killian
are viable.

Capacity Determine energy above Ted Hollon
74.9 megawatts will be Ralph Killian
accepted by FPC. Bill Nordlund

Energy Payments Show Kathleen will initially Brian Dietz
run economically/ efficiently via ICF study

against other gas plants.

Rating Make rating presentation to Pete Wright
S&P incorporating above
items.
Y
SPECIALL D
RICTE
RESTR4335
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Sheet 2 of 2

There was some confusion on SBS’ part regarding self performance vis a vis the thermal host.
The two projects they have done bond offerings on had economics more heavily predicated on
steam host revenues--Kathleen treats the steam host primarily as a cost center and that was a
point SBS was having trouble absorbing.

Regarding the capacity oversizing issue we need to proceed with due haste regarding either the
FPC letter we thought was forthcoming or a PSC ruling. I see no third option for this issue which
is the most difficult.

JDW/ce

e

cc: Ralph, Bill, Ted, Bryan
Brian, Kyle, Stephen
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Panda-Kathleen Limited Partnership
July 1994

Summary of Terms for a 144A Debt Project Financing

i
j

Project

Parent Company

Project Participants
Power Purchaser
Steam Purchaser

Fuel Supply

Fuel Transportation

Contractor
]

Operator

t
The proposed Panda-Kathleen Project (the "Project”) is comprised of an approximately 75
MW gas fired electric and steam plant (the "Facility") to be built in West Lakeland, Florida.

The Project will be operated by Panda-Kathleen Limited Partnership ("Panda-Kathleen" or
the "Partnership").

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

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

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

To be announced

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

Panda Kathleen L.P. or its designee

nerver Do
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Panda-Kathleen Limited Partnership
July 1994

Summary of Terms for a 144A Debt Project Issue
|

1
5
Financing Arrangements

Issuer
Guarantor

Security

Size

Maturity

Interest Rate

Debt Service Payment Dates
Optional Redemption
Ranking

Collateral

Panda-Kathleen Funding Corporation - a wholly-owned subsidiary by Panda-Kathleen
Limited Partnership

Panda-Kathleen Limited Partnership - a wholly-owned special purpose subsidiary of Panda
Energy Corporation (the "Company*) )

Senior Secured Notes (the "Notes")
$70.0 million
See page on Structure

See page on Structure.

Semiannually, each December 15th and June 15th

Non-Callable for life, except for Extraordinary Optional Redemption
Senior secured obligations of the Issuer, non-recourse to the Company

The Notes and the Guarantee will be secured by a lien on substantially all assets of the
Partnership, including: a first mortgage on the Project, assignment of all receivables,
inventories, contracts and insurance policies of the Partnership, assignment of all permits and
approvals of the Project, pledge of the stock of the Funding Corporation, all limited and
general partnership units in the Partnership, and the stock of any corporate owners of such
partnership units other than Panda Energy Corporation.

‘~" X B} !
SMETTT BARNEY
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Panda-Kathleen Limited Partnership
July 1994

Summary of Termq! for a 144A Debt Project Issue
! !

|

The Partnership agrees to use its best efforts to file and to cause to become effective within
[30] days a registration statement. In the event that a registration statement is not declared
effective within [90] days following the closing date of the Notes, the interest rate on the
Notes shall increase by 50 basis points effective on the 91st day until a registration statement

is declared effective.

}
SEC Registration

Exchange Listing None

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

Limitation on Transferability

s

b Jo g1

registration.

Indenture Trustee To be announced

Denominations $100,000 minimum and any integral multiple of $1,000 in excess thereof

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

Underwriter Smith Barney Inc.

r
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Panda-Kathleen Limited Partnership

July 1994

Summary of Terms.[|or a 144A Debt Project Issue

! !
i
i

Structure
Investment Grade High-Yield
Assumed ratings Bsa3/BBB- Ba2/BB+
Principal amount $70,000,000 $70,000,000
Interest rate 150-175 275-300
(bps over interpolatedsté year UST)
30
30-year UST 1.7170% 71.770%
(as of July 11, 1994)
Final Maturity (years) 27 20
Average Life (years) 20 15

b JO v 1e9YS
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L
Kyle Woodruff
From: Thomas Horn
To: *FINANCE
Ce: Brian Dietz; Darol Lingloff; David Mayer; Jim Adams; Kyle Woodruff; Ralph Killian
Subject: COSTUP2.XLS
Data: Thursday, January 19, 1995 2:40PM

< < File Attachment: COSTUP2.XLS> >

The attached Excel spreadsheet gives a summary of the major changes to the Kathleen proforma over the
last two months. If there are any mistakes that need to be corrected or further revisions that need to be
made, please let me know. Thanks.

Regards,

Tom Horn

Page 1



Panda-Kathleen, L.P.
Proforma Revision Sheet
Component Qid (11/29/94)  New (1/19/95) Change Cominents
MTN Financing
Debt Maturity 25 30 5 Merrill feels that the 30 year market is achievable; equal to life of PPA
Interest-Only Period ) 7 7 0 Merrili says that the market will be receptive lo 7 years interest-only
Interest Rate o 10% 9.5% -0.5% Revised to reflect current rates based on Merrill's indicated spreads
|
i

Project Cost )
Total Construction Costs '»

Pipeline Construction $2,000,000 $1,600,000 ($400,000) Pipeline ROW cost moved to Land Purchase section

Transmission Construction $764,000 $694,000 $100,000 Revised estimate of cost

Water Interconnect $300,000 $200,000 ($100,000) Revised estimate of cost

Land Purchase : $0 $760,000 $760,000 Moved and consolidated from Pipeline Construction and Other Development

Sales Tax on Equipment ' $1,778,000 $1,714,500 ($63,500) Slight recalculation of cost
Total Development Costs

Permitting Cost $700,000 $765,808 $65,908 Revised estimate of cost

Enginearing $750,000 $1.006,877 $256,877 Revised estimale of cost

Operating Exp During Const. $700,000 $400,000 ($300,000) Revised estimate of cost .

Initial Fuel Ol Fill $500,000 $265,000 ($235,000) 475,000 gallon tank at approximately $.55 per gallon

Construction insurance $0 $500,000 $500,000 Moaved from Other Development Cost and revised

Legal $0 $500,000 $500,000 Movad from Other Development Cost and revised

Administrative $0 $500,000 $500,000 Moved from Other Development Cost and revised

Other Development $1,000,000 $180,000 ($820,000) Only includes miscellaneous items such as office furniture
Total Financing Costs (1)

Interest Dusing Construction $7,8620,859 $9,388,438 $1,567,579 Revised to reflact MTN drawdown structure and Construction Equity

Financing Deal Costs (2) $2,531,250 $2,308,500 ($132,750) Slight revision to reflect new structure

initial Debt Service Reserve $2,000,000 $3,705,000 $1,705,000 Revised to account for first debt service payment
Operating Assumptions/Cost . .
Avg. Heat Rate 7810 8045 235 Difficult to substantiate anticipated improvement; accounts for degradation over time
Operating Hours NA NA NA Changed in the Operations Section to reflect “true” run hours nol just available hours
Inflation Escalator 3.5% 4.0% 0.5% Changed (o reflect historical inflation rate of 4%
Distilled Water Rate $20.00 $0.01 ($19.99) No longer bottling distilled waler; new strategy results in lower operating costs
Gas Trans. - Commodity (1997) $0.08 $0.07 - ($0.01) Revised estimate of cost
Gas Trans. - Fuel % g 0 3.20% 2.15% -1.05% Revised to reflect new quantities to be required on FGT
Gas Management Feo =8 $0.02 $0.03 $0.01 Revised to reflect negotiated rate with ANG
Distilled Water O8M oan $50,000 $0 ($50,000) Consolidated with Fixed O&M _ S
Distilied Water Trans. & Delivery g" z ; $150,000 $0 ($150,000) No tfansponauon under new §Ualegy, water delivered via pipeline
Fism Wheeling Escalation Yol 3.5% 3.0% -0.5% Revlsefi to reflect coqlrad limit -
Other Fixed O&M :g E $0 $450,000 $450,000 Consolidated anq revised from other sections
Start-Up Costs (v $0 $175,000 $175,000 Added to recognize the cost of frequent shut-downs
Management Fee ' $500,000 $400,000 ($100,000) Revised estimate of cost
Other Fixed Expenses $200,000 $175,000 ($25.000) MTN on-golf\g expenses added; other fixed o8m costs removed
Turbine Overhaul NA NA NA Revised eslimate of cost ~

(1) Total interest during the life of ihe project is tower using MTN's versus other 144A or bond-type financing which is not reflected here‘.
{2) The old Financing Deal number was calculated for ane financing; an estimated $2-3 million on a second financing was saved by using .lhe MTNs.

1/20/95 10:55 AM
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PANDA IX
ENERGY CORPORATION

The Independent Power Company

ax
December 12, 1994 : \v\n/\

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

RE: Kathleen Project
Dear Bob:

This will confirm our conversations regarding Calpine's interest in participating in
the Kathleen Cogeneration Project scheduled for construction in Lakeland,
Florida. In particular, this communication sets forth the fact that Calpine and
Panda have reached an understanding, in principal, regarding terms of Calpine’s
investment in the project of up to $20 Million.

-
v

The particulars of our proposed transaction are maore fully set forth in your R

December 2, 1994 Term Sheet (copy attached) and are subject to refinement
during due diligence and preparation of a Definitive Agreement between our
companies.

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

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

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

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

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

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

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

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

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

Sincerely,

e

4]
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PANDA-KATHLEEN L.P.
TERM SHEET

Entity: Pands-Kathleen Limited Partnership; to own the Facility
K and all tangible assets associated with the project.

Partners: Pandsa-Kathieen Corporation, a Delaware corporation, and
Calpine Corporation or 8 wholly owned subsidiary will be
the parters. ‘

Structure: Panda-Kathleen Corporation to be the General Partner and
Calpine Corporation or & wholly owned subsidiary to be the
sole Limmited Partner.

Constructon Loans: Calpine will provide up to $20 million of construction loang
to the partnership at LIBOR plus 2.5%.

Equity Investment: The Limited Partner will fund up to $20 million of equity
to the Partnership at such time as the construction loan is
replaced with permanent financing.

Cash Flow Sharing: Calpine will receive the following annual percentages of the -
distributable cash flow during the first five years: T
Year %
60
67
74

81
88

[V R - T S A

Thereafier, Calpine will receive 90% of the distributable
cash flow until it has received a2 12% after-tax return. For
calctlation purposes, a 35% tax rate will be utilized in
calculating the after-tax return.

Buydown Provision: The General Partner shall have the right at any time after
: the commencement of commercial operations to buy down
or buy out the partnership interest of the Limited Partner in
the project. In the event that the buydown or buyout occurs
within 24 months, Calpine would receive the following
compensaton at the date of the buydown or buyout:

ADM1194.12 1 1202/54



Due Diligence:

- ar

Operations and Maintenance
Contract :

ADM1194.12
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(b)
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$200,000 plus

an amount which provides Calpine a 12% after-tax
internal rate of retum for 24 months, plus

Calpine would receive 18 annual payments equal to
the difference between a 12% after-tax internal rate
of return and a mutually agreeable "market" after-
tax intemal rate of return for similar projects,
including development and construction risk, times
the principal portion of the buydown or buyout.

In the event that the buydown or buyout occurs after
24 months, Calpine would receive the following:

@

®)

©

At the date of the buydown or buyout, Calpine
would receive a lump sum payment in an amount .
which provides Calpine a 12% after-tax internal rate
of return on its investment from conversion to the
date of the lump sum payment, plus

From the date of the lump sum payment to the end
of the 20-year term, Calpine will receive an annual
payment equal to the difference between & 12%

Fa
Y

5

after-tax intemal rate of return and a mutually ™ -

agreeable "market" after-tax internal rate of return
for similar power projects, including development
and construction risk, times the principat portion of
the buydown or buyout. In the event the parties are
unable to agree to an after-tax internal rate of return,
the parties will agree to udlize an independent

" industry expext for the determination of the after-tax

internal rate of return, plus
$200,000

The Limited Parmer will have 30 days to conduct its due
diligence examination of the project

Calpine and Panda will negotiate an ocperations and
maintenance contract wherein Calpine will provide
operations and maintenance services to the Facility. The
contract will include a condidon whereby, in the event
Panda exercises the baydown or buyout option, Calpine will
receive an operadons and maintenance fee for its services.

-

2 120294



-

This term sheet does not consttute 2 formal commitment on the part of Panda Energy
Corporation gxd/or Calpine, and any such commitment shall be subject to a more definitive
agreement being executed by the parties and the approval of same by Panda and Calpine.
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COPY NO:

PANDA-KATHLEEN COGEN PROJECT, LP

Confidential Investment Memorandum

The limited partnership interests being offered herein
Securities Act of 1933, as amended (the “Act”), or ygder a
exemptions from registration for transaction i
the limited partnership interests are thagefe
market for such partnership intgges )

an mdeﬁmte penod o :

complete

This priva * oes n¢t Cons arh

offer to:bug and ¥ni T Qcin e not being offered to any
person to malsé, suchif” ofg er W€ Act or any applicable state
securities law as'veen prepared solely for the use of
mvestors v ac@nent of these limited partnership interests and
their re vatgi placdthent memorandum constitutes an offer only if a

ppropriate space provided above.

memorandum

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

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

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

This private placement memorandum does not purport to b
information which a prospective investor may require i
believed to be accurate, the Sponsors expressly fisclai
warranties, expressed or implied, contg i
memorandum or any other wri

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

Confidential Investment Memorandum
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Section 1

PANDA-KATHLEEN COGEN PROJECT

Introduction

This offering involves the proposed sale of $15.0 million of limited partnership interests in a 115
Megawatt, gas fired, combined cycle cogeneration plant (“Kathleen” or “Facility”) to be
located in Polk County, near Lakeland, Florida (see map which foll ion). Kathleen
will supply electrical power to Florida Power Corporation and to a distilled water
plant owned by Panda Energy co-located at the site. electrical utility of
: electricity from
ement (¥ ; of?November, 1991.
The 60,500 gal per day output from haisti 7 “plantayi ﬁ }ntﬂﬁ to'a thnrd

party. Y ] S,
W hi’s e;ct‘\enswe efﬁg&e in 1 co w"\ﬂ;l’f}w'

The Facility
systems and combmed cycle

ﬁ,‘, ..... RS

\ : tural gas q];mnéa un er lo % t'* contracts and delivered
hav

oo sptiatedy sslon Although the Facility is

e ability to use oil as a backup energy

t }' ' ing Facility (“QF™) plant under regulations promulgated

plicelti gguilatory Act of 1978 (“PURPA”) which creates opportunities for
v . o

cogenerati 6] perate as unregulated utilities which supply) electric power to public
utilities and ifghe

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

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

proceeds generated by operation of the Facility. CONFIDENTIAL

PK 018161
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Income and cash ﬂo_ws from Kathleen will be sheltered by depreciation of the plant during the
early years of operation. A summary schedule of projected revenues, income and cash flows by
year are reflected in Exhibit xx which follows. Forecasts indicate that the Limited Partners can

expect to obtain a % after tax return on their investment and should recoup their investment
during the year of operation.

It is anticipated that the term loan will receive a BBB rating from the rating agencies since the

Facility will be completed before the term loan is put into place...thus eliminating the construction
risk for the noteholders and increasing the rate of return to the limited partners.

Project Financing

Initial financing for construction of the Facility is anticipated from the proceeds of a

prime plus 250 basis points. The remaining 15%, or $15.0
Facility with be in the form of equity provided by the Jeimited§f
of the Facility in January 1997, the constructiog ;

plus 150 to 175 basis pointg
flows generated by thadigsi

time as the Limited Partners have recouped their initial investment and
achieved a 15% pretax return on their investment ( “Initial Return™).

(iii.)subsequent to the Limited Partners achieving the initial return in ii) above, the
allocation formula will change to 50% to the Limited Partners and 50% to the
General Partner. :

Panda will give priority to investors that submit subscription without modifications to the

proposed terms of the Limited Partnership Agreement. It should be noted that modifications to

the power purchase agreement, the gas purchase and transportation agreements and the

construction loan cannot be considered, however, copies of these documents will be furnished to

qualified investors. ' CONFIDENTIAL
PK 018162
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Panda reserves the right to enter into negotiations with one or more potential investors at any
time and to enter into a binding agreement with any party without prior written notice. Panda
also reserves the right to terminate negotiations with any party at any time.

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

Mr. James D. Wright Mr. Bryan J. Urban
Vice President & Chief Financial Officer Vice President & Contlgler 1

Panda Energy Corporation
4100 Spring Valley, Suite 1
Dallas, TX 752
214/98048159 % %
N

CONFIDENTIAL
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Section I1

PANDA-KATHLEEN COGEN PROJECT

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

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

Walsh Construction, a $ engineering, pla
history on projects of this type. Energy
oil) fired combustion turbme many ST

A Portion of process steam
ter plant located adjacent to

Florida Power Cigporati ‘ Btrical utility interconnect facilities to Kathleen at
a cost g% 1 AV uipmént will consist of a[ ] kilovolt transmission line and
the related sy,\ : o tie the plant into FPC’s system.. Panda will arrange for a
gas transxmssi& e tegghnection to the Florida Gas Transmission trunkline. Fuel tanks for #2
diesel, the b ckupguel, with sufficient capacity for ___ hours of plant operation will be located at
the site and $hel requirements will be met by truck “The electrical and pipeline connections should
be complete by

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

CONFIDENTIAL
PK 018166

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

Regulation

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

Power Purchase Agreement "i\k%; %\,@ ‘

A

The PPA between Kathleen and Flosida Power specifies, among other t 2@ pncm of
electrical energy delivered to EPC as well as' thexcensideratioh er pax ng th acxhty s
i hergy available tg FRC. The follow

ofthepnmarypom%- ’ .;_,\_. R .; éﬂ% \% '8,

£5% Capaszlfy paymentsf EA LY
‘%m ® Enersy payments; CE ‘? %i h ;

“‘ stpqtch Provxslons;’ﬁ L PR
¢ _Maintaining: QP §tatus kY § 3
WAchamng tonstruction and conglenon deadlines.
o Avoxded'@ost"\*& ’;
: "; ';4} "é ht

S;ib:s_w_l’amu W

AN wmeS
Under terms’ o the" orida Power makes capacity payments based on the Kathleen’s
dependable capgrity, that is Kathleen’s demonstrated ability to provide generating capacity to
FPC’s system. Dependable capacity is determined by periodic testing of the plant by Florida
Power, and is without reference to performance guarantees and tests conducted by the prime and
sub-contractors upon completion of the plant. It is anticipated that Kathleen will have
dependable capacity of 115 Megawatts, and there will be liquidated damages paid to FPC if
subsequent semiannual tests result in a dependable capacity of less than [90%] of the initial

dependable capacity.

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

PANDA-KATHLEEN COGENERATION PROJECT, L.P.
Page 9
R/AN/Q4
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PK 018167




FPSC Docket No. 950110-EI
) FPC Witness: MORRISONS

Exhibit No. _____, (BAM-33)
Sheet 12 of 23

Energy Payments

Energy payments are computed on the basis of metered, net electrical energy delivered to
Florida Power at their interconnection and are to compensate the Facility for the) cost of
hycarbon fuel (“Fuel Compensation Price”) and ii) the variable portion of operation and
maintenance expense (“O&M” Cost), which, together comprise the energy purchase price
incurred to generate electricity. The base fuel compensation price as of January 1, 1997, the date
for initial operations of Kathleen, is $.0371 per Kilowatt. The fuel compensation price is
adjusted quarterly to reflect an annual escalation rate of 5.1 %.

Dispatch Provisions -~ ;
= PRI
Kathleen is a “self dispatching” Facility, which means that Kathleen- nominates when it will
deliver power to FPC’s grid. This is opposed to a plant dispatched by the utility itself, which
usually occurs during periods of peak loading when the utility’s base a.@ mtennedxate capacity is
insufficient for demand. Florida Power does, however, have the.nght to “dnspatch”“the Facility
within certain guidelines, Fheir primary obligation is to ‘tgmfmcally duparch”’the Faahty, that
is, to chstnbute theu“total generatmg requxrements among avaxlable soﬁ'ces for optlmum‘ system
economy. -~ . . A . Aoapd® A
/::;\ . ': | - : : ) / ) .{-l Fe - .
Katﬁeen expects ﬁo operate as-an mtermednate loatled nlant during penods Syvﬁuclear and coal
firedbuge. loaded capaclty-plants are insufficient but before h:;h cosy single cycle peak loading
plants are called upon to operate.” Florida Power will have. thegight to dispatch the Project within
its “deirg; limits,” which are ‘based upon the engin ifications of Kathleen’s principal
equipment components These lxmns also specn&?m-up and shutdown times, minimum run
times anq muumum down txmes

Panda annclpata that thex 'ty’s initial dispatch priority, as well as the number of hours
dispatchred each ye: improve as other plants with higher operating costs and more stringent

environment reguifements come on line, and, as Florida Power’s system load demands increase.
Florida Power projects that it will require additional new capacity of about Megawatts to
meet projected system load demands through the year 2000.

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

-
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Achieving Construction and Completion Deadlin

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

Avoided Cost

One of the primary considerations in the operation of a cogeneration plant falling under PURPA
regulations is the concept of “Avoided Cost”. Very simply, avoided cost is the unit cost of
producing electrical energy “avoided” by the utility when it purchases the negll increment from a
third party as opposed to generating the increment with one of | acililes. Avoided cost
has two components; the actual cost of producing the ney i ' that is fuel cost
plus O & M cost, and, the capital cost of building.gdditid

meet the incremental demand. ﬁ :
P — 9
Generally, when the avon 1.4 oﬂncre?ﬁenﬁh‘l en%r o
with new plant and ‘ re than the i
the energg

'S p customer, is the electrical utility owned by
ed in several other lines of business. FPC is a $2.0

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

Distilled W. hase A men

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

a third party for distribution to end users. -

CONFIDENTIAL
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Fuel Purchase Agreement

A 15-year, firm fuel contract will be negotiated by Panda to supply the Kathleen with a minimum
of 20.5 million cubic feet of natural gas per day (20,500 MCF/D). The contract quantity amounts
to approximately 90% of the maximum daily fuel requirement, and the balance will be purchased
on an interruptible basis in the spot market. Negotiations covering the fuel contract are currently
underway. Panda estimates that the cost of gas will be about $2.40 per MCF, starting at the
date of commercial operations and escalating at a fixed 4% per year for 15 years.

g‘tract that

After year 15, Panda could either negotiate another firm contract or s ch?;,a <
tracks the market rate. Other fuel supply alternatives available include tf purc f natural
gas reserves at the well head or the participation in natural c&elopmeﬁ@l drillingywithin or

near established fields. 7. e
« T a 'A, e 3 f'g-*"'{ "
Fuel Transportation Agreement e i"'ﬁ ‘?}’9’ - %, '
4 SR LY .

Fuel supplies will be delive I&thleen under a firm-tragsportatign,_sefvi o
Florida Gas Transmissjon GT") Pand has’ already sngned an aﬁt covesing 18 5 M %}’j
per day, well ove: f1 E,gmlmes, maximuin- requxremen 'l'his transporta n ca 18

being created as prt of FGtﬁs’Phase HI«5%0 mcmexpanson ﬂed by the
Federal Energy Re SRS R.Copmission (“ngc") i 1993 and i u nder construction

with an in-service datg of late 1994 : e

] : f,?n
Fuel Oil Su ,@fﬁ x %

As noted, the Katlﬂ% h%beelgdg ignefwi ual fuel capability and can operate on both gas as
a primary fuel as well &% gel il ackup. The diesel would only be used during an

interruption of natural gas 3% The Facility will have on-site oil storage capacity of
gallons, which will pr at least hours of back-up fuel as required by Florida Power
and the PPA. Since NO. 2 (diesel) oil is readlly available in the spot market, Panda, in the near
term, does not intend to enter into any long-term oil supply contracts.

Engineering, Planning an nstruction

Panda is currently negotiating pricing and other terms of a construction contract with Walsh
Construction Company, a qualified prime contractor for construction of the Facility. Panda
projects the turn key price to be at or below [$543] per kilowatt-hour of capacity, or
approximately [$62,500,000] for the 115 Megawatt facility.

-~
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Operations and Maintenance (O & M) Contract

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

Plant Water

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

Permitting and Environmental Consideration

In [1989], Forid;
production PCHTIER
selected by Flggida Eifv

Panda, aD ffas-ba o i it rw company, was established in 1982. Panda is involved in

veastridtioncgnanagement and ownership of cogeneration facilities and other

Rroje € 175 megawatt Panda-Rosemary Cogeneration Project located in

Roanoke Rapid§ Carolina is its first completed project. Panda-Rosemary has been
dpacity and electrical to Virginia Electric power since December 1990.

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

In addition, Panda is actively engaged in the acquisition, exploration and production of natural gas
reserves, including coal bed methane deposits. Panda is also developing infrastructure projects,
including power generation, transportation and telecommunications, in Indonesia. CONFIDENTIAL
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Section ITI
PANDA-KATHLEEN COGEN PROJECT
ummary of Limited Partnership Agreemen
Kathleen Limited Partnershi
A new entity, (the Partnership) a Delaware limited partnership, will be forqu to own and operate
the Facility. The general partner of the partnership will be a specia &vholly owned
subsidiary of Panda Energy Corporation (the “G.P.”). The limjted partsf g a combination

of another special purpose, wholly owned subsidiary of Panda, Q’&third <

The G.P. will own a 1% general partnershxp-mtere.% in tm Pmnex;s’*
own the balance. 5 W i B

L

*'.}u e, b:g la
ity of th P A
Authori I'I‘ . l| L% ‘,“‘g‘ . .31 ﬁ & ¢ i
The G.P. wﬂltg;;ss the .zgﬁthon to c.enduét and_mandQe aﬁ\busmus Mt‘ the-
Partnership mWén}:ﬂl posgSe peclgg antﬁon‘@to do thy, follofing:

e t0O { accomts, o %
. {:‘ ;f
y’

o to decide taXfnatters; an
I R
o to delegatg s responsibnlmes)
The G.P. can be RioPeause by vote of the majority in interest of the limited partners and

with approval of thg bondholders. Upon the valid removal of the G.P., the G.P.’s interest in the
Partnership shall remain the same as before the removal, although the G.P.’s new status will be
that of a limited partner.

Parties who subsequently become a G.P. must accept the obligations, under the terms of the
Power Purchase Agreement, of the existing or prior G.P.(s).

CONFIDENTIAL
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Matters Requiring Limited Partner Vote

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

e the dissolution and winding up of the Partnership;

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

e the removal of the G.P.;

- o the election of a liquidating partner;

in the Partnershxp

-

. thfmmg 7
. t 48 oth prq§ded in thePartnershlp-Agr ‘%
' b

° modxﬁcatw waiver of‘ any~ maxenal%roviéﬁn of any
ject d tor loan instrument that Coulgy have a material
adverse aﬂ'ec;;oﬁt e ﬁ al condmon of the l’mwshnp,

...,

l*

3 t[g appmva.boi,any,' ent%r modification of indebtedness of the
ifiexcess ,000] other than the incurring of indebtedness

‘ requn'a ﬁﬁ‘ayihe construction loan;

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

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

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

-

CONFIDENTIAL
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Cash Distributions

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

The amount of distributable funds will be determined by the G.P. and areglefined as the amount of

G.P. also is entitled to withhold a reasonable cash reserve for c
working capital.

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

Transfers of Partnership Inte&tgﬁ

Conditions”) that protect

p&¥ome involved in a “prohibited transaction” or to
Werest” or a “disqualified person” under ERISA, or to
under chapter 42 of the Internal Revenue Code (“the

e convey an interest to someone who is not legally competent or who has not
reached legal majority;

e disqualify the Partnership from classification as a partnership under the Code;

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

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

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

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

Any sale of a limited partner’s interest will be first subject to a right of first refusal, for a
period of 120 days, in favor of [ ]. Thereafter, all partners possess a first right to
purchase any interest in the partnership put up for sale by any other ner on a pro rata
basis. This first right to purchase is to remain open for 45 days afler t gwmg of oﬁ'enng

CONFIDENTIAL
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Section IV

PANDA-KATHLEEN COGEN PROJECT

Disciission of Certain Risks

System Performance

Pursuant to the turnkey construction contract, Walsh Engineering and the component and
manufacturere provide certain performance guarantees that must actually be met in the
determination of firm capacity available to FPC. As noted previously, FPC will conduct periodic
tests to verify that Kathleen does indeed meet the stated capacity. Preliminary analysis of
components to be utilized in construction of the plant, ie, the gas fired turbx the heat recovery
steam generator and the two electrical generators, indicate that the ili 1 meet or exceed
contractual obligations. " ‘ :

. At Kaflieen w11] dispatch itself (or be dispatched by FPC) for at
upon current estimates of the Facility’ s avoided cost. There is no

will ndbe other more cost efficient plants brought onstream over the life of the project. While
this risk is, again, minimal, there is no way to predict for certain the number of hours each year
that the plant will be dispatched.

Rate Risks

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

PANDA-KATHLEEN COGENERATION PROJECT, L.P.
Page 18
8/30/94
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Reduction in the Capacity Payment

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

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

Appendix

--Financial Projections
--Florida Power Service Area Map
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April 27, 1994

REPORT OF INDEPENDENT ACCCOUNTANTS

To the Board of Directors and
Shareholders of Panda Energy Corporation

In our opinion, the accompanying consolidated balance sheets and the related consolidated
statements of operations, of shareholders’ equity (deficit) and of cash flows present fairly, in all
material respects, the financial position of Panda Energy Corporation and its subsidiaries at
December 31, 1993, and the results of their operations and their cash flows for the year then ended
in conformity with generally accepted accounting principles. These financial statements are the
responsibility of the Company’s management; our responsiblity is to express an opinion on these
financial statements based on our audit. We conducted our audit of these statements in
accorandance with generally accepted auditing standards which require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, assessing the accounting principles used and significant
estimates made by management, and evaluating the overall financial statement presentation. We
believe that our audit provides a reasonable basis for the opinion expressed above. The financial
statements of Panda Energy Corporation and Subsidiaries for the year ended December 31, 1992
were audited by other independent accountants whose report dated February 26, 1993 expressed an
unqualified opinion on those statements.

As discussed in Note 7, effective January 1, 1993, the Company changed its method of accounting
for income taxes.

frves Walthrae
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ASSETS
1993 1992
Current assets:
Cash and cash equivalents $3,115,557 $2,316,528
Restricted cash - current 5,419,255 5,088.367
Accounts receivable 3,216,134 5,954,583
Fuel oil, spare parts and supplies 3,311,986 3,492,852
Other current assets 56,139 21.364
Total current assets 15,119,071 16,873,694
Electric generating facility 106,375,706 104,814,387
Furniture and fixtures 200,997 174.897
Unproved natural gas properties 1,003,925 1.032,500
107,580,628 106,021,784
Less: accumulated depreciation (12,737,950) (8,426,453)
Total property, net 94,842,678 97,595.331
" Restricted cash-noncurrent 8,993,755 8,185,229
Debt issuance costs, net of accumulated amortization
of $2.014,592 and $1,511,979, respectively 4,312,676 4,709,935
Partnership formation costs, net of accumulated
amortization of $1,066,208 and $533,104, respectively 1,599,332 2,132,436

$129.496,625

The accompanying notes are an integral part of these balance sheets.

Page |
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1993 - 1992
Current liabilities:
Accounts payable and accrued expenses:
Construction costs $ - $1.425.000
Interest and letter of credit fees 2,462.116 2,488,250
Operating expenses and other 2.372.517 1,769.281
Development Loan 1,050,000 -
Current portion of long-term debt 6,246,096 4,400.000
Total current liabilities 12,130,729 10,082.531
Long term debt, less current portion 98,453,904 103,200,000
‘ Minority interest in consolidated partnership 32,763,215 32,449,716
[
| Commitments and contingencies - .
Shareholders' equity (deficit): _
Common stock, 5.01 par value; 20,000,000 shares
authorized; 10,586,363 and 10,515,863 shares
issued, respectively 105,864 105,159
Additional paid-in capital 3,263,934 3,245.342
Receivable from chairman (265,596) (264.796)
Accumulated deficit (21,448.331) (19.185,120)
(18,344,129) (16,099,415)
Treasury stock, at cost, 54,700 shares (136,207) (136.207)
Total shareholders’ equity (deficit) (18.480,336) (16.235,622)

Page 2

$124.867,512
E

The accompanying notes are an integral part of these balance sheets.

$129,496.625




PANDA ENERGY CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS
FOR THE YEARS ENDED DECEMBER 31, 1993 AND 1992

Revenue:
Sales of electric capacity and energy

1993

$29,856,269

1992

$29,536,930

Sales of stearn 617,598 623,422
Interest income 445.354 783357
30,919,221 30,943,709
Expenses:
Cost of sales 7,676.470 7,534,383 ;
Marketing, project development and administrative 4,252,278 4,138,191 1
Natural gas exploration costs 185,388 274,038
Interest expense and letter of credit fees 11,065,648 11,477,999
Depreciation 4,311,497 4,204,618
Amortization of debt issuance costs 502,613 436,433
Amortization of partmership formation costs 533.104 533,104
28,526.998 28,598.766
Income before taxes and minority interest 2,392,223 2,344,943
Minority interest in earnings of consolidated partnership (4.655,434) (4.352.386)

Provision for income taxes

Net loss

The accompanying notes are an integral part of these statements.
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PANDA ENERGY CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF SHAREHOLDERS' EQUITY (DEFICIT)

BALANCE, December 31, 1991
Issuance of shares for intercsl payment
Issuance of shares for services as director
Advances to Chairman
Net loss

BALANCE, December 31, 1992
Issuance of shares for interest payment
Exercise of stock options
Advances 10 Chairman
Net loss

BALANCE, December 31, 1993

FOR THE YEARS ENDED DECEMBER 31, 1993 AND 1992

Total
Additional Receivable Sharcholders’
__Common Stock Paid-in From Accumulated ‘Treasury Equity
Shares Amount Capital Chairman Deficit Stock (Deticit)
10,487,563 $104.876 $3,216,212 ($212,060) (317,177,677) (3136,207) ($14,204,856)
19,300 93 2,220 : - T 2413
9,000 90 26,910 - - - 27,000
. - - (52,736) - - (52,736)
. . - - (2,007,443) - (2.007,443)
10,515,863 $105.159 $3,245.342 ($264,796) ($19,185,120) ($136,207) ($16,235,622)
64,500 645 12,652 - - - 13,297
6,000 60 5,940 - - - 6,000
] - . (800) - - (800)
. . - - (2,263211) - (2.263.211)
10,586,363 $105.864 $3.263,934 ($265,596) ($21,448.331) ($136.207) ($18.480.336)

The accompanying notes are an integral part of these statements.
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- PANDA ENERGY CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 1993 AND 1992

1993 1992
Operating activities:
Net loss (82.263,211) (82,007,443)
Adjustments to reconcile net loss to
net cash provided by operating activities:
Minority interest in eamings of consolidated partnership 4,655,434 4,352.386
Depreciation 4,311,497 4,204,618
Amortization of debt issuance costs 502,613 436,433
Amortization of partnership formation costs 533,104 533,104
Write-off of unproved natural gas properties 34,617 .
Issuance of stock for services as director - 27.000
Issuance of stock for interest payment 13,297 2,413
Changes in assets and liabilities:
Accounts receivable 2,738,449 (2.963.,444)
Fuel oil, spare parts and supplies 180,866 (843.369)
Other current assets (34,775) (21.364)
Accounts payable and accrued expenses 577,102 (2.511.977)
Net cash provided by operating activities 11,248,993 1.208.357
Investing activities:
Additions to property. plant and equipment (3,012,419) (3,162,080)
Purchase of unproved natural gas properties (6,042) (944,459)

Net cash used in investing activities

Financing activities:
Contributions from minority interest owner

(3,018,461)

Distributions to minority interest owner (4,341,939)
Proceeds from sales of common stock 6,000
Increase in receivable from Chairman (800)
Proceeds from project development loan 1,050,000
Proceeds from long term debt 1,500,000
Repayment of subordinated loan .
Repayment of net profits note .
Repayment of long term debt (4,400,000)
Debt issuance costs (105,354)
Partnership formation costs -
Net cash provided by (used in) financing activities (6,292.089)
Increase (decrease) in cash, including restricted amounts 1,938,443
Cash, including restricted amounts, beginning of period 15,590,124
Cash, including restricted amounts, end of period $17,528,567
— —— —— —
Suppiemental cash flow information:
Interest paid $11,078,485
Income taxes $8,189

The accompanying notes are an integral part of these statements.
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(4,106.539)

30,948,987
(2.851,657)

(52.736)

(5,413,333

(13,100,000)

(4,800.000)
(20,522

(2.665.540)

2,045,199

(852.983)

16.443.107
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PANDA ENERGY CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

ORGANIZATION

Panda Energy Corporation (collectively with its subsidiaries, "Panda”), was incorporated on October 27, 1982.
and began project development efforts in 1985. Panda is engaged in the development. construction.
management and ownership of cogeneration facilities and other energy related projects. primarily in the
United States and Mexico. In addition, Panda is actively engaged in the acquisition and exploration of proven
and potential natural gas reserves.

The accompanying consolidated financial statements include the accounts of Panda and its subsidiaries. All
material intercompany accounts and transactions have been eliminated. Certain prior year amounts have been
reclassified in order to conform with the 1993 presentation.

SIGNTFICANT ACCOUNTING POLICIES

Cash and Cash Equivalents - Included in cash and cash equivalents are highly liquid investments with original
maturities of three months or less.

Restricted Cash - Restricted cash includes cash held by the bank to pay debt service. operating expenses and
capital improvements related to the Rosemary Project.

Fuel Oil, Spare Parts and Supplies - These items include fuel oil stored on-site, chemical inventory and various
spare parts and supplies necessary for plant maintenance. The items are valued at cost, which approximates
the fair market value, and are expensed, as operating expenses, when used.

Unproved Natural Gas Properties - Panda follows the successful efforts method of accounting for oil and gas
producing activities. Under this method, property acquisition costs, costs of productive exploratory wells and
all development costs are capitalized. All costs associated with unsuccessful exploratory wells, geological and
geophysical costs, and delay rentals are expensed as incurred. Unproved natural gas properties are
periodically assessed for impairment of value and, if necessary, a loss is recognized by providing an allowance.

Depreciation - Electric generating facility assets are being depreciated using the straight-line method over the
estimated useful lives of the assets, generally twenty-five years. Depreciation of office furniture, equipment.
and leasehold improvements is provided using the straight-line method over the estimated useful lives of the
assets, generally five years. Maintenance and repair costs are charged to expense as incurred.

Revenue Recognition - Revenue generated from the sale of electric capacity and energy is recognized based on
the amount billed under the power purchase agreement.

Income Taxes - Effective January 1, 1993, Panda adopted Statement of Financial Accounting Standards No.
109 (SFAS 109) which requires deferred tax liabilities or assets to be recognized for the anticipated future tax
effects of temporary differences that arise as a result of the differences in the carrying amounts and the tax
bases of assets and liabilities. SFAS 109 also requires a valuation allowance for deferred tax assets in cenain
circutnstances. The adoption had no impact on current period earnings or cash flow.

In prior years, Panda’s provision for income taxes was calculated in accordance with Accounting Principles
Board Opinion No. 11 (APB 11). Under APB 11, deferred income taxes were provided for the tax effects of
timing differences in the recognition of revenue and expense for income tax and financial reporung purposes.

ROSEMARY PROJECT

Effective Mav 5, 1989, Panda formed a wholly-owned subsidiary, Panda-Rosemary Corporatioh ("Panda-
Rosemary"), to develop, construct, and operate the 175 megawatt Rosemary Complex cogeneration facility in
Roanoke Rapids. North Carolina ("Rosemary Project”). Construction on the Rosemary Project began in
September 1989, and commercial operation of the facility began on December 27, 1990.
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Sales of electric capacity and energy are based on the terms of the Power Purchase Agreement between Panda-
Rosemary and Virginia Electric and Power Company ("VEPCO"). The agreement requires Panda-Roseman
to provide VEPCO with all the available capacity of the Rosemary Project on an as-needed basis with VEPCO
obligated to pay for the power delivered and dependable capacity of the facility. The term of the agreement 1s
25 years and it expires in December 2015.

On January 6, 1992, Panda-Rosemary consummated a transaction which restructured the ownership and
capitalization of the Rosemary Project. Panda-Rosemary contributed substantially all project assets and
liabiliies to a limited partnership ("Panda-Rosemary L.P.”) in exchange for general partnership and certain
limited partnership interests. An institutional investor ("Investor™) contributed cash in exchange for the
remaining limited partnership interests. Panda-Rosemary is the managing general partner of Panda-Rosemary
L.P. and is responsible for the operations and management of the Rosemary Project.

For its investment, the Investor receives percentage allocations of income, expense. and cash flow which
decline over time as certain rate of return hurdles are achieved. The allocations to the Investor begin at 90%.
then decrease to 60%, 30%, and finally 15% based upon designated rate of return requirements. The
corresponding remainder of the cash flow (10%, 40%, 70%, and finally 85%) is allocated to Panda. In
addition, Panda is entitled to a disproportionately higher share of income, expense, and cash flow if cenain
operating criteria are met. »

Proceeds contributed by the Investor were used to repay the $5,413,333 of outstanding principal under the
subordinated debt, the $13,100,000 outstanding principal under the Heller subordinated net profits note and
the related accrued interest.

The partnership's balance sheet as of December 31, 1993 and 1992 and results of its operations the vear ended
December 31, 1993 and for the period from inception to December 31, 1992, have been consolidated in the
accompanying financial statements. The contributions made by the Investor and partnership's net income
allocated to the Investor are presented as minority interest in the accompanying financial statements.

Summary Financial Information - Certain summary financial information for Panda-Rosemary L.P. as of
December 31, 1993 and 1992 and for the years then ended is presented as follows:

1993 | 1992
Revenues $ 30,839,143 $30,292.424
Cost of sales 7,676,470 7,456,880
General and administration 763,830 589,774
Interest expense 10,962,656 11,289,309
Depreciation and amortization 5.353.428 5.124.409
Net income £ 6082759 $5.832.052
Cash and cash equivalents $ 685986 641,038
Restricted cash 14,413,010 10,338,112
Other current assets 6,563,574 9,437.664
Property, plant and equipment, net 95,542,331 99,819,739
Other non-current assets 5.513.677 6.442.371
Total assets $122.718.578 $126.678.924
Current liabilities $ 9.408,083 9,821,982
Taxable revenue bonds 97,200,000 103.200,000
Partners' capital 16,110,495 13,656,942
Total liabilities and partners' capital $122.718. 578 $126,678.924
bare 7 SPECIALL:
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OTHER PROJECTS

Brandywine Project - On August 9, 1991, through a wholly-owned partnership, Panda-Brandywine L P.
(“Panda-Brandywine”) Panda entered into a Power Purchase Agreement with Potomac Electric Power
Company (“PEPCO”) to build a 230 megawatt gas-fired facility. The Brandywine Project, which is scheduled
to be operational in mid-1996, will be built in Brandywine, Maryland. The agreement requires Panda-
Brandywine to supply all available capacity from the facility for the 25-year term of the contract with a
combination of fixed dispatch and as needed basis. Development costs are being funded through Panda’s
working capital and project related development loans. Management anticipates that long-term funding for
the Brandywine project will be provided primarily through non-recourse project debt and that such funding
will be available on acceptable terms.

Kathleen Project - On September 20, 1991, through a wholly-owned partnership, Panda-Kathleen L.P..
(“Panda-Kathleen™) Panda entered into a Standard Offer Contract with Florida Power Corporation. (“FPC™) 10
build a 75 megawatt gas-fired facility. The Kathleen Project will be built in Lakeland, Florida and is expected
to be operational in early 1997. The contract extends for 30 years and requires Panda-Kathleen to provide 75
megawatts of capacity on an as-needed basis. Management anticipates development cost will be funded
through Panda's working capital, third party equity investment, or project related development loans. In
addition, management anticipates long-term funding for the Kathleen project will be provided primanly
through non-recourse project debt and that such funding will be available on acceptable terms.

DEBT

Taxable Revenue Bonds - In October 1989, Panda-Rosemary obtained long-term financing for the Rosemary
Project in the form of $116 million of taxable revenue bonds ("Bonds") issued by the Halifax Regional
Economic Development Corporation ("Issuer"), a nonprofit corporation organized in North Carolina. The
Bonds bear interest at a fixed rate of 9.25% payable semiannually. Scheduled principal payments are required
annually and began on October 1, 1991 and will continue through maturity on October 1, 2005. The Bonds
are subject to mandatory redemption prior to maturity under certain conditions.

The proceeds of the Bonds were loaned to-Panda-Rosemary by the Issuer. The payment terms under the ioan
agreement are similar to those of the Bonds. Such principal and interest payments paid by Panda-Rosemary to
the Issuer are used to make required payments on the Bonds.

The Bonds are fully guaranteed by an irrevocable, direct-pay letter of credit issued by The Fuji Bank. Limited.
Houston Agency ("Fuji"). The letter of credit has a term equal to the term of the Bonds. Panda-Rosemary
pays to Fuji certain fees and charges for maintaining the letter of credit. The letter of credit is secured by the
Rosemary Project as well as all of the outstanding capital stock of Panda-Rosemary.

During the Rosemary Project's operating period and while amounts are outstanding under the long-term
financing arrangements, all revenues of Panda-Rosemary L.P. are paid to a collateral agent, acting on behalf
of Fuji. On a quarterly basis, the collateral agent remits to Panda-Rosemary L P. remaining funds available
after payment of all expenditures relating to the Rosemary Project, including debt service. Funds held by the
collateral agent have been reflected as restricted cash in the accompanying consolidated balance sheets.

Fuji has also provided a letter of credit for approximately $5 million guaranteeing Panda-Rosemany's
performance under the power purchase agreement.

SPECIALLY
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Term Loan - On August 31, 1993, Panda obtained a term loan in the amount of $1.500.000 from Nova
Northwest, Inc. (“Nova"). The loan bears interest at a rate of Libor plus 6.5% and matures on June 30, 1998,
Principal and interest in the amount of $97,600 is paid quarterly based on a fixed amortization schedule with
remaining unpaid principal and accrued interest due upon maturity. The loans are secured by Panda's interest
in the Rosemnary Project and the management fee received by the general partner, Panda-Rosemary. Under the
loan agreement Nova also receives a°4.33% cash flow participation in the distributions from the Rosemarv
Project received by Panda.

Development Loan - On December 2, 1993, Panda-Brandywine entered into a $3.000,000 development loan
agreement with Raytheon Engineers & Constructors to provide funding of development cost on the
Brandywine Project. An initial drawing of $1,050,000 was provided on the agreement date and future
drawings are funded through an escrow arrangement. The loan bears interest at 10% and all outstanding
principal and interest is payable at the earlier of construction loan closing or June 30, 1995. On March 23,
1994, the Raytheon development loan was combined with an additional $7,300,000 provided by General
Electric Capital Corporation with substantially the same terms.

A

Long-term Debt Maturities - The maturities of long-term obligations for each of the five vears succeeding
December 31, 1993 and thereafter, are as follows:

1994 $6.246.096
1995 7,466,282
1996 8,491,478
1997 8,122,642
1998 8,573,502
Thereafter 65,800,000

£104,700,000

NATURAL GAS PROPERTIES

Panda acquired $1,003,925 of leasehold interest in unproved natural gas reserves since 1991, with the intent to
participate in exploratory drilling programs. Panda also intends to acquire proved natural gas reserves in the
next 2-3 years which will be used to fuel a portion of the needs of Panda's current and future cogeneration
facilities.

FEDERAL INCOME TAXE

Panda did not record a provision for income taxes for 1993 and 1992 since it incurred net operating losses
(NOLs) for both years. The difference between the effective rate reflected in the provision for income taxes on
continuing operations (0%) and the amount which would be determined by applying the statutory federal
income tax rate (34%) is attributable to NOLs incurred during the year.

Panda has $9.8 million of NOL carry-forwards at December 31, 1993 which will expire during the years 2000

to 2007. Panda may become subject to a limitation on the amount of NOL carry-forwards which may be used
annually to offset income should certain changes in its ownership occur in the future.

Page 9
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The tax effects of temporary differences that give rise to significant portions of deferred tax assets for 1993
were as follows:

December 31. 1993 Januarv | 1993
Deferred Tax Assets:
Non-current -
Property, plant and equipment s 301,000 $ 441,000
Geological and geophysical costs 126,000 126,000
Net operating loss carryforward 3,330,000 2,786,000
Current -
Accrued liabilities 34,000 51.000
Gross deferred tax assets s 3,791,000 $ 3,404.000
Valuation allowance 3,791.000 3.404 000
Net deferred (liability) asset s - s .

STOCK OPTION PLAN

Panda's Non-qualified Stock Option Plan (the "Plan") provides for the granting of stock options to officers and
employees for the purchase of Panda's common stock. The Plan allows for up to 1,500,000 shares of common
stock to be issued upon exercise of the opuions granted. The Board of Directors grants options to officers and
employees solely on a discretionary basis and generally with a vesting period of up to five years. On January
11, 1990, options covering 950,000 shares were granted to officers and employees at various prices and in
specified increments over a five-year period. On September 1, 1992, options covering 400,000 shares were
granted to the Chairman and a director at $3.00 per share and immediately became vested. On November 18.
1993 options covering 110,000 shares were granted to employees at various prices and in specified increments
over a five-year period. During 1993, options covering 6,000 shares were exercised and options covenng
25,000 shares expired. No options were exercised or expired during prior vears.

COMMITMENTS

Panda leases certain office facilities and equipment under operating leases. Rent expense charged to
operations under these leases was $184,895 and $165,724 for the years ended December 31, 1993 and 1992.
respectively. Panda leases the property for the Rosemary Project under a twenty-five year lease for a nomunal
amount.

The future minimum lease commitments for each of the five years succeeding December 31, 1993 and
thereafier are as follows:

1994 $170,195
1995 159,772
1996 166,056
1997 165,238
1998 57,279
Thereafter 3.300
$721.840 R
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10. LITIGATION SETTLEMENT

In March 1993, a settlement agreement between Panda and Hawker Siddeley Power Engineering ("HSPE™)
was reached in litigation relating to the construction of the Rosemary Project. The settlement required Panda
to pay HSPE $4,025,000, which approximated the amount owed under the original contract. In addition.
HSPE indemnified Panda of all remaining claims by a subcontractor of HSPE.

A settlement payment of $2.6 million Was made in July 1992. The remaining $1.425 miilion was presented as
accounts payable construction costs in the accompanying balance sheet at December 31, 1992 and was paid in
1993. Panda management believes no further costs will be incurred with respect to this litigation.
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May __, 1995

To the Board of Directors and
Shareholders of Panda Energy Corporation

In our opinion, the accompanying consolidated balance sheets and the related consolidated
statements of operations, of shareholders’ equity (deficit) and of cash flows present fairly, in
all material respects, the financial position of Panda Energy Corporation and its subsidiaries
at December 31, 1994 and 1993, and the results of their operations and their cash flows for
the years then ended, in conformity with generally accepted accounting principles. These
financial statements are the responsibility of the Company’s management; our responsibility
is to express an opinion on these financial statements based on our audits. We conducted our
audits of these statements in accordance with generally accepted auditing standards which
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements, assessing
the accounting principles used and significant estimates made by management, and evaluating
the overall financial statement presentation. We believe that our audits provide a reasonable
basis for the opinion expressed above.

As discussed in Note 8, effective January 1, 1993, the Company changed its method of
accounting for income taxes.
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- PANDA ENERGY CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

Current assets:
Cash and cash equivalents
Restricted cash - current
Accounts receivable
Fuel oil, spare parts and supplies
Other current assets

Total current assets

Plant and equipment:
Electric generating facility
Furniture and fixtures
Less: accumulated depreciation

Total plant and equipment, net

" Natural gas properties:

Property acquisition costs
Exploration costs

Restricted cash-noncurrent

DECEMBER 31, 1994 AND 1993

FPSC Docket No. 950110-EI
FPC Witness: MORRISONS

Debt issuance costs, net of accumulated amortization

of $2,614,974 and $2,014,592, respectively

Partnership formation costs, net of accumulated

amortization of $1,599,324 and $1,066,208, respectiveiy

Exhibit No. , (BAM-35)
Sheet 3 of 13
ASSETS
1994 1993
S 6,203,288 § 3,115,557
2,571,826 5,419,255
5,671,373 3,216,134
3,345,684 3,311,986
39,148 56,139
17,831,319 15,119,07!‘
113,584,065 106,375,706
363,748 200,997
(17,013,489) - (12,737,950)
96,934,324 93,838,753
939,190 1,003,925
3,953,583 -
4,892,773 1,003,925
9,451,293 8,993,755
4,210,575 4,312,676
1,066,216 1,599,332
$ 134,386,500 $ 124,867,512
] ]
The accompanying notes are an integral part of these balance sheets.
Page 1 SPECIALLTY
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- PANDA ENERGY CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS EpsC Docket No. 950110-EI
DECEMBER 31, 1994 AND 1993

LIABILITIES AND SHAREHOLDERS' EQUITY (DEFICIT)

Current liabilities:
Accounts payable and accrued expenses:
Construction costs
Interest and letter of credit fees
Operating expenses and other
Current portion of long-term debt

Total current liabilities

Long term debt, less current portion
Minority interest in consolidated partnership
Commitments and contingencies

Shareholders' equity (deficit):

Common stock, $.01 par value; 20,000,000 shares
authorized; 10,809,386 and 10,586,363 shares
issued, respectively

Additional paid-in capital

Receivable from chairman

Accumulated deficit

Treasury stock, at cost, 55,700 shares
Total sharehoiders' equity (deficit)

The accompanying notes are an integrai part of these balance sheets.

Page 2
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$ 134,386,500
R

FPC Witness: MORRISONS
Exhibit No. _____, (BAM-35)
Sheet 4 of 13
1994 1993
$ 1489412 b -
2,623,715 2,462,116
3,463,649 2,372,517
7,200,000 7,296.096
14,776,776 12,130,729
106,342,894 98,453,904
32,114,677 32,763,215
108,095 105,864
4,572,572 3,263,934
(265,596) (265,596)
(23,126,711) (21,448,331)
(18,711,640) (18,344,129)
(136,207) (136,207)

(18,480,336)

$ 124,867,512
TR
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CONSOLIDATED STATEMENTS OF OPERATIONS
FOR THE YEARS ENDED DECEMBER 31, 1994 AND 1993
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1994 1993
Revenue: . -
Sales of electric capacity and energy $ 30,664,096 9 29,856,269
Sales of steam 650,575 617,598
Interest income 654,718 445,354
31.969,389 30,919,221
Expenses:
Cost of sales 8,460,146 7,676,470
Marketing, project development and administrative 4,698,743 4,252278
Natural gas exploration expenses 121,612 185,388
[nterest expense and letter of credit fees 11,017,418 11,065,648
Depreciation 4,275,538 4,311,497
Amortization of debt issuance costs 600,382 502,613
Amortization of partnership formation costs 533,116 533,104
29,706,955 28,526,998
Income before taxes and minority interest 2,262,434 2,392,223

Minority interest in earnings of consolidated partnership (3,940,814)

Provision for income taxes

Net loss $ (1,678,380)

The accompanying notes are an integraj part of these statements.
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PANDA ENERGY CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF SHAREHOLDERS' EQUITY (DEFICIT)
FOR THE YEARS ENDED DECEMBER 31, 1994 AND 1993

Total
Additional Reccivable Sharcholders’
Common Stock Paid-in From Accumulated Treasury Equity
Shares Amount Capital Chairman Deficit Stock (Deficit)
BALANCE, December 31, 1992 10,515,863 $ 105,159 $ 3,245,342 $ (264,796) $ (19,185,120) $ (136207) $ (16,235,622)
Issuance of shares for interest payment 64,500 - 645 12,652 - - ) - 13,297
Exercise of sl(;ck options 6,000 60 5,940 - - - 6,000
Advances to Chairman - - - (800) - - (800)
Net loss - - - - (2,263,211) - (2,263,211)
BALANCE, December 31, 1993 10,586,363 105,864 3,263,934 (265,596) (21,448,331) (136,207) (18,480,330)
Issuance of shares for interest payment 223,023 2,231 66,826 - - - 69,057
Issuance of warrants - - 1,241,812 - - - 1,241 812
Net loss - - - - (1,678,380) - (1,678,380)

BALANCE, December 31, 1994 10,809,386 $ 108,095 $ 4,572,572 $ (265,396) $ (23,126,711) $ (136207) $ (18,847.847)

' FPSC Docket No. 950110-El

. FPC Witness: MORRISONS
Exhibit No. , (BAM-35)
The accompanying notes are an integral part of these statcments. Sheet 6 of 13
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PANDA ENERGY CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 1994 AND 1993 .
FPSC Docket No. 950110-EI
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Exhibit No. , (BAM-35)
- Sheet 7 of 13 1994 1993
Operating activities:
Net loss $ (1,678,380) § (2,263,211)

Adjustments to reconcile net loss to
net cash provided by operating activities:

Minority interest in earnings of consolidated partmership 3,940,814 4,655,434
Depreciation 4,275,538 4,311,497
Amortization of debt issuance costs 600,382 502.613
Amortization of partnership formation costs 533,116 533,104
Write-off of unproved natural gas properties 88,080 34,617
[ssuance of stock for interest payment 69,057 13,297
Changes in assets and liabilities:
Accounts receivable (2,455,239) 2,738,449
Fuel oil, spare parts and supplies (33,698) 180,866
Other current assets 16,991 (34,775)
Accounts payable and accrued expenses 1,252.731 577,102
Net cash provided by operating activities 6,609,392 11,248,993
Investing activities:
l Additions to property. piant and equipment (5,881,697) (3,012,419)
Acquisition costs of natural gas properties (23,345 (6,042)

Exploration costs of natural gas properties

(3,953,583)

l Net cash used in investing activities (9,858,625) (3.018,461)
Financing activities: '
1 Contributions from minority interest owner 1,002 .
l Distributions to minority interest owner (4,590,354) (4,341,935)
Proceeds from sales of common stock - 6,000
Proceeds from issuance of warrants 1,241,812 -
Increase in receivable from Chairman - (800)
Proceeds from long term debt 15,292,894 2,550,000
Repayment of long term debt (7,500,000) (4,400,000)
Debt issuance costs (498,281) (105,354)
Net cash provided by (used in) financing activities 3,947,073 (6,292,089)
Increase in cash, including restricted amounts 697,840 1,938,443

Cash, including restricted amounts, beginning of period

Cash, including restricted amounts, end of period

Supplementai cash flow information:

17,528,567
18,226,407
e ]

15,590,124

Interest paid 10,786,762 S 11078485
[ncome taxes 8,067 M 8,189
The accompanying notes are an integral part of these statements.
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PANDA ENERGY CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

ORGANIZATION

Panda Energy Corporation (collectively with its subsidiaries, "Panda"), was incorporated on October 27, 1982, and
began project development efforts in [985. Panda is engaged in the development, construction, management and
ownership of cogeneration facilities and other energy related projects, primarily in the United States, China, India

and Mexico. [naddition, Panda is actively engaged in the acquisition and exploration of proven and potential natural
gas reserves.

The accompanying consolidated financial statements include the accounts of Panda and its subsidiaries. All material
intercompany accounts and transactions have been eliminated.

SIGNIFICANT ACCOUNTING POLICIES

Cash and Cash Equivalents - Included in cash and cash equivalents are highly liquid investments with ongmal
maturities of three months or less.

Restricted Cash - Restricted cash includes cash held by the bank to pay debt service, operating expenses and capital
improvements related to the Rosemary Project.

Fuel Qil, Spare Parts and Supplies - These items include fuel oil stored on-site, chemical inventory and various spare
parts and supplies necessary for plant maintenance. The items are valued at cost, which approximates the fair market
value, and are expensed, as operating expenses, when used.

Plant and Equipment - Electric generating facility assets are being depreciated using the straight-line method over the
estimated useful lives of the assets, generally twenty-five years. Depreciation of office fumiture, equipment, and
leasehold improvements is provided using the straight-line method over the estimated useful lives of the assets,
generally five years. Costs related to projects in advanced stages of development and construction are capitalized as
electric generating facility assets. Maintenance and repair costs are charged to expense as incurred.

Natural Gas Properties - Panda follows the successful efforts method of accounting for oil and gas producing
activities. Under this method, property acquisition costs, costs of productive exploratory wells and all development
costs are capitalized. All costs associated with unsuccessful exploratory wells, geological and geophysical costs, and
delay rentals are expensed as incurred. Naturai gas properties are periodically assessed for impairment of value and,
if necessary, a loss is recognized by providing an allowance.

Revenue Recognition - Revenue generated from the sale of electric capacity and energy is recognized based on the
amount billed under the power purchase agreement.

Income Taxes - Panda records income taxes according to Statement of Financial Accounting Standards No. 109
(SFAS 109) which requires deferred tax liabilities or assets to be recognized for the anticipated future tax effects of
temporary differences that arise as a result of the differences in the carrying amounts and the tax bases of assets and
liabilities. SFAS 109 also requires a valuation allowance for deferred tax assets in certain circumstances.

ROSEMARY PROJECT

Effective May 5, 1989, Panda formed a wholly-owned subsidiary, Panda-Rosemary Corporation ('Panda-
Rosemary"), to develop, construct, and operate the 180 megawatt Rosemary cogeneration facility in Roanoke
Rapids, North Carolina ("Rosemary Project"). Construction on the Rosemary Project began in September 1989. and
commercial operation of the facility began on December 27, 1990.

Page 6 o
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Sales of electric capacity and energy are based on the terms of the Power Purchase Agreement between Panda-
Rosemary and Virginia Electric and Power Company (“VEPCO”) dated January 24, 1989. The agreement requires
Panda-Rosemary to provide VEPCO with all the available capacity of the Rosemary Project on an as-needed basis
with VEPCO obligated to pay for the power delivered and dependable capacity of the facility at a rate per kilowatt

which decreases in certain periods as defined by the agreement. The term of the agreement is 25 years and it expires
in December 2015.

On January 6, 1992, Panda-Rosemary consummated a transaction which restructured the ownership and
capitalization of the Rosemary Project. Panda-Rosemary contributed substantiaily all project assets and liabilities to
a limited parmership ("Panda-Rosemary L.P.") in exchange for general partership and certain limited parmership
interests. An institutional investor ("Investor") contributed cash in exchange for the remaining limited parmership
interests. Panda-Rosemary is the managing general partner of Panda-Rosemary L.P. and is responsibie for the
operations and management of the Rosemary Project.

For its investment, the Investor receives percentage allocations of income, expense, and cash flow which decline
over time as certain rate of return hurdles are achieved. The allocations to the Investor begin at 90%, then decrease
to 60%, 30%, and finally 15% based upon designated rate of return requirements. The corresponding remainder of
the cash flow (10%, 40%, 70%, and finally 85%) is allocated to Panda. In addition, Panda is entitled to a
disproportionately higher share of income, expense, and cash flow if certain operating criteria are met. .

The partnership's balance sheet as of December 31, 1994 and 1993, and results of its operations for the years then
ended have been consolidated in the accompanying financial statements. The contributions made by the Investor
and parmership's net income allocated to the Investor are presented as minority interest in the accompanying
financial statements. ‘

Summary Financial Information - Certain summary financial information for Panda-Rosemary L.P. as of December
31, 1994 and 1993 and for the years then ended is presented as follows:

1994 1993

Revenues $ 31,864,394 $ 30,839,143
Cost of sales 8,940,146 7,676,470
General and administration 746,483 763,830
Interest expense 10,557,897 10,962,656
Depreciation and amortization 5,286,542 5353428

Net income $_0.333.326 $_6.082.759
Cash and cash equivalents $ 760,287 $ 685,986
Restricted cash 12,023,119 14,413,010
Other current assets 9,006,002 6,563,574
Property, plant and equipment, net 91,280,104 95,542,331
Other non-current assets 4,578,510 _S5.513.677

Total assets $117.687.170 $122.718.578
Current liabilities $ 10,466,810 $ 9,408,083
Taxable revenue bonds 90,000,000 97,200,000
Parters' capital -17.220.360 16110495
Total liabilities and partners' capital $117.687.170 $122.718.578 .

Page 7
FPSC Docket No. 950110-E1
FPC Witness: MORRISONS
Exhibit No. , (BAM-35)
Sheet 9 of 13

U
PN ot ¢
G0
~1 e
e =
[T

G et



BRANDYWINE PROJECT

On August 9, 1991, through a wholly-owned partnership, Panda-Brandywine L.P. (“Panda-Brandywine”), Panda
entered into a Power Purchase Agreement with Potomac Electric Power Company (“PEPCO”) to build a 230
megawatt gas-fired facility. The Brandywine Project, which is scheduled to be operational in October, 1996, will be
built in Brandywine, Maryland. The agreement requires Panda-Brandywine to supply PEPCO with all available
capacity from the facility for the 25-year term of the contract with a guaranteed dispatch levet of at least 60 hours per

week for the first 15 years. Development costs have been funded through Panda’s working capital and project
related development loans.

On April 10, 1995, Panda-Brandywine closed the funding of a $215,000.000 construction loan with General Electric
Capital Corporation. The construction loan is considered non-recourse project debt and should provide for all capital
costs of the project. Upon completion of the Brandywine facility the construction loan will be converted to a single-
investor lease with GE Capital which will have a 20-year initial term and two 5-year renewal options.

OTHER PROJECTS

Kathleen Project - On September 20, 1991, through a wholly-owned parmership, Panda-Kathleen L.P., (“Panda-
Kathleen”) Panda entered into a Standard Offer Contract with Florida Power Corporation (“FPC™), to build a 75
megawatt gas-fired facility. The Kathleen Project will be built in Lakeland, Florida and is expected to be operational
in early 1997. The contract extends for 30 years and requires Panda-Kathleen to provide 75 megawatts of capacity
on an as-needed basis. Management anticipates development costs will be funded through Panda’s working capital
until closing of construction financing. In addition, management anticipates long-term funding for the Kathleen
project will be provided primarily through non-recourse project debt.

Luannan Proiect - Panda, through joint venture agreements with two Chinese national entities, China Machinery
Corporation and Luannan County, is developing a 100 megawatt coal-fired project in Tangshan, China.
Management anticipates the power purchase agreement with the North China Electric Power Administration, when
complete, will extend for 23 years with operations expected to start in late 1997. In addition, management
anticipates development costs to be funded through Panda’s working capital or third-party equity investment and that
long-term funding for the Luannan project will be provided through non-recourse project debt.

La Panga Project - In August 1994 Panda signed a joint venture agreement with Pioneer Services, Inc. in which it
acquired a 90% interest in a project under development in the State of Orissa, India. At that time, Panda assumed the
role as lead developer of the project and the responsibility of all future development costs. The power purchase
agreement dated January 11, 1994 with Orissa State Electricity Board calls for Panda to build a S00 megawatt coal-
fired facility on a site in La Panga, India. The agreement extends for 30 years and management expects the project
to be in operation during early 1999. Management anticipates development costs to be funded through Panda’s
working capital or third-party equity investment. Management aiso expects the long-term funding for the La Panga
project will be provided through non-recourse project debt.

DEBT
Long-term debt of Panda as of December 31, 1994 and 1993 is summarized as follows:
1994 1993
Taxable Revenue Bonds for Rosemary project $ 97,200,000 $103,200,000
Development Loan for Brandywine project 10,084,706 1,050,000
Term Loan with TCW, net of discount 6,258,188 -
Term Loan with Nova —_— - _1,500.000
113,542,894 105,750,000
Less, current portion (72000000 (7.296,096)
$106.342,894 $_98.453.904
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Taxable Revenue Bonds - [n October 1989, Panda-Rosemary obtained long-term financing for the Rosemary Project
in the form of $116 million of taxable revenue bonds ('Bonds") issued by the Halifax Regional Economic
Development Corporation (“Issuer"), a nonprofit corporation organized in North Carolina. The Bonds bear interest
at a fixed rate of 9.25% payabie semiannually. Scheduled principal payments are required annuaily and began on
October 1, 1991 and will continue through maturity on October 1, 2005. The Bonds are subject to mandatory
redemption prior to maturity under certain conditions.

The proceeds of th1= Bonds were loaned to Panda-Rosemary by the Issuer. The payment terms under the loan
agreement are similar to those of the Bonds. Such principal and interest payments paid by Panda-Rosemary to the
Issuer are used to make required payments on the Bonds.

The Bonds are fully guaranteed by an irrevocable, direct-pay letter of credit issued by The Fuji Bank, Limited,
Houston Agency ("Fuji"). The letter of credit has a term equal to the term of the Bonds. Panda-Rosemary pays to
Fuji certain fees and charges for maintaining the letter of credit. The letter of credit is secured by the Rosemary
Project as well as all of the outstanding capital stock of Panda-Rosemary.

During the Rosemary Project's operating period and while amounts are outstanding under the long-term financing
arrangements, all revenues of Panda-Rosemary L.P. are paid to a collateral agent, acting on behaif of Fuji. On a
quarterly basis, the collateral agent remits to Panda-Rosemary L.P. remaining funds available after payment of all
expenditures relating to the Rosemary Project. including debt service provided that Panda-Rosemary L.P. is in
compliance with covenants under the letter of credit. Funds held by the collateral agent have been reflected as
restricted cash in the accompanying consolidated balance sheets.

Fuji has also provided a letter of credit for approximately $5 million guaranteeing Panda-Rosemary’s performance
under the power purchase agreement.

Term Loan - On November 8, 1994 Panda obtained a term loan in the amount of $12,300,000 from Trust Company
of the West (“TCW™). The loan bears interest at a rate of 11% and matures on November 8, 2004. The loans are
secured by Panda’s interest in all its various projects through the pledge of the common stock of Panda Holding, Inc.,
a wholly-owned subsidiary of Panda which has ownership of the project entities.

Panda received $7,500,000 on November 8, 1994, closing date and has the option to complete the second funding of
$4,800,000 when certain conditions are met. As of December 31, 1994, $7,500,000 in principal was outstand