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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

TN RE: PETITION FOR DETERMINATION OF NEED 
FOR AN ELECTRIC POWER PLANT 

IN ST. LUCIE COUNTY 
BY PANDA MIDWAY POWER PARTNERS, L.P. 

DOCKET NO. 000289-EU 

DIRElCT TESTIMONY OF DANIEL E. WHITE 

1 Q: Please state your m n e  and business address. 

2 A: 

3 

My name is Daniel :E. White. My business address is Pace Global Energy Services, 

4401 Fair Lakes Drive, Fairfax, VA 22033. 

4 Q: 

5 A: 

For whom we you employed and in what position? 

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

6 President. 

7 Q: Please describe your duties at Pace. 

8 A: I head Pace’s fuel consulting practice. That practice covers natural gas, crude oil, oil 

9 products, and coal, with natural gas comprising the largest portion of our work. As 

10 head of that practice, I perform and manage a wide range of activities concerning the 

11 natural gas industry, including business planning, market assessments, fuel planning, 

12 contract negotiations, acquisition and lending due diligence, and auditing. The largest 

13 component of my practice relates to fuel for large natural gas-fired power plants. 

14 This includes developing fuel supply strategies, sourcing fuel supplies and 

15 transportation services, negotiating the terms and conditions of these services, and 

16 reviewing the sufficiency, reliability and competitiveness of such arrangements for 

17 equity investors and lenders. 

I 



DIRECT TESTIMONY OF DANIEL E. WHITE 
c 

1 
c 

c 

C. 

IL 

c 

c 

c 

2 

3 

4 

5 Q: 

6 A: 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

Q: 
A: 

I am the second-ranking officer overall in Pace’s consulting practice. In addition to 

fuel, that broader practice includes groups focusing on power markets, finance, and 

industrial services. I coordinate activities between these groups and lead 

engagements involving all of these groups. 

What is the role of Piace with respect to the Panda Midway Power Project? 

Pace has been engaged to present the fuel plan that Panda Midway Power Partners, 

L.P. has developed and to provide an independent review of the reasonableness of the 

fuel plan within the context of the regional spot and long term natural gas markets 

and in light of Panda’s electricity marketing expectations. 

QJJALIFICATIONS AND EXPERIENCE 

Please summarize your educational history and work experience. 

My resume is attached to this testimony and identified as Exhibit (DEW-1). I 

hold a B.A. in Economics and English from the University of Washington. I have 

worked full time in the energy industry, with a focus on the natural gas industry, since 

1978 when I joined the Federal Energy Regulatory Commission (“FERC”). During 

my tenure at the FE,RC, I worked in the office responsible for regulation of natural 

gas commodity and transportation, with my efforts split about equally between 

natural gas itself and natural gas pipelines. In 1992, I joined C.C.  Pace Resources, 

Inc. (the predecessor to Pace), where I have progressed from Account Manager 

through a series of promotions to Executive Vice President. Throughout my tenure, I 

have worked in thle fuels group. Additionally, from November 1993 through 

December 1998, I was Executive Director of a trade association of natural gas-fired 

power generators called the Fuel Managers Association (“FMA”) and later the 
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Q: 

A: 

Energy Managers Association (“EM,”). The focus of the FMMEMA was to 

represent the interests of natural gas-fired power generators on fuel-related issues 

before federal agencies such as the FERC and the Department of Energy. 

What is your experience with regard to natural gas markets, natural gas supply 

arrangements, fuel plans, and regulatory support for power plant development? 

Throughout my employment at Pace, from my very first assignment, I have worked 

on matters related to supplying fuel to power generation facilities. While this work 

has involved vario’us oil products and coal, most predominately my work has 

involved supplying natural gas to such facilities. Over the last eight years, I have 

worked on the natural gas he1 supply arrangements for over three dozen power 

plants. My involvement has included fuel planning, contract negotiations, acquisition 

and lending due diligence, operational management planning, and procurement 

auditing. I have worked for many leading developers of large power plants as well as 

nearly every lender to such plants. Additionally, I have evaluated gas marketers and 

interstate pipelines for acquisition efforts, and monitored new pipeline developments 

for customers and leinders. For developers of new pipelines, I have performed market 

assessments, designed rate schedules, and drafted tariff terms and conditions. I have 

performed each of these tasks both in the North American market and internationally. 

In Florida, I worked on arranging fuel supplies for the Tiger Bay and Auburndale 

facilities, and was the fuel consultant to the lenders financing the Lake, Mulberry, and 

Orange facilities. Additionally, I closely monitored the progress of Florida Gas 

Transmission’s (“FIGT”) Phase 111 expansion for customers and lenders dependent 

upon that expansiori to provide fuel to power plants. Finally, in my role as Executive 
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Director of the FfiVEMA, I was deeply involved with the restructuring of FGT 

services following the issuance of FERC’s Order No. 636. 

In additional to my personal experience, Pace brings even broader relevant experience 

to fuel procurement for power plants. Please refer to Exhibit (DEW-2) for 

corporate information about Pace, Pace has 20 years experience in energy consulting 

with a long-standing commercial involvement with fuel procurement and private 

power development. In addition to fuel expertise, the firm provides power expertise, 

financial advisory services, industrial power plant expertise, and energy management. 

Just two examples of the firm’s practice: the energy management group has managed 

the procurement of natural gas for a number of operating power plants and also 

manages the natural gas procurement for the Municipal Gas Association of Florida. 

Have you previously testified before regulatory authorities or courts? 

In my role as Execu.tive Director of the FMAIEMA, I provided numerous pleadings to 

regulatory authorities such as the FERC and appeared before such authorities on 

issues concerning n8atural gas-fired power generators. I have been an expert witness 

in several iegal proceedings, including a matter involving a natural gas contract for a 

power plant, a matter involving the value of natural gas storage, and the appropriate 

pricing under a contract governing nearly 400 MMcf per day. 

- SUMMARY AND PURPOSE OF TESTIMONY 

Please summarize your testimony. 

My testimony describes and reviews the fuel supply arrangements of the Panda 

Midway Project. My firm and I were engaged to provide this description and review 

from an independtmt perspective. In other words, neither my firm nor I are 
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A: 

responsible for establishing the he1 plan or negotiating the implementation of the fuel 

plan. 

My testimony in ~~ummary: Panda Midway has made long-term arrangements 

providing it the right to procure from Gulfstream Natural Gas System (“Gulfstream”) 

on a firm basis transportation capacity rights suficient to sewe the Project’s peak day 

natural gas requirement. This arrangement will provide Panda Midway ready access 

to natural gas supplies to meet the Project’s needs. Additionally, Panda Midway is 

arranging for an addlitional interconnection with FGT that would enhance competitive 

procurement of fuel. It is my conclusion that Panda Midway’s fuel plan provides a 

reasonable and reliable approach to fuel procurement. The plan exploits the expected 

increase in gas availability in Florida so as to hold the prospect of reliable, 

economical, and efficient fuel procurement matched with the operational expectations 

of the Midway Project. 

Are you sponsoring any exhibits to your testimony? 

Yes, I am sponsoring the following exhibits: 

1 .  Exhibit (,DEW-l): Resume of Daniel E. White; 

2. Exhibit (DEW-2): Pace Corporate Information; 

3. Exhibit (DEW-3): Fuel Plan Review Related to the Midway and Leesburg 

Power Plant Prcjects; 

4. Exhibit (DE W-4): Precedent Agreement with Gulfstream; 

5 .  Exhibit (DEW-5): Letter of Intent with FGT; and 

6 .  Exhibit (DEW-6): Letters of Intent with Various Suppliers. 
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- PIPEiLINE FACILITIES SERVING PROJECT 

Please describe the proposed Gulfstream pipeline and its permitting status. 

Please refer to Section 1I.C. of the “Site” Exhibits attached to the Need Determination 

Petition sponsored by Mr. Steven W. Crain, which is a map provided by Gulfstream 

showing the routing of the Gulfstream system. Generally speaking, Gulfstream will 

run offshore from the Mobile Bay area of Alabama to the Tampa Bay area, and then 

proceed in an easterly direction across Florida to St. Lucie County. Additionally, 

there will be a latersrl into Polk County. In Exhibit (DEW-3), Pace summarizes 

the results of our investigation into the status of Gulfstream’s permitting. It is my 

conclusion that Gulfstream is on track with an appropriate schedule to achieve the 

required permitting. 

Please describe the gas pipeline facilities by which Panda Midway’s gas supply will 

be delivered. 

Q: 

A: Gulfstream’s mainline will directly serve the Panda Midway Project by an 

interconnection on Panda Midway’s property. The diameter of the Gulfstream 

mainline at that point will be 30 inches, and the pressure guaranteed by Gulfstream is 

725 p i g .  

A three-mile lateral may be constructed from the Midway Project site to the FGT 

mainline system ten. miles downstream of FGT’s Station 20 or Southwest of Ft. Pierce 

in St Lucie County. 
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- GAS SUPPLY AND TRANSPORTATION 

Please summarize the gas supply arrangements for the Panda Midway Project. 

The Midway Project intends to purchase natural gas via short-term, spot firm natural 

gas supply transactions with producers and marketers in the Mobile Bay region for 

supply into Gulfstream and FGT, and additional producers and marketers for supply 

into FGT in Louisiana and Texas. The price and volume terms of the supply 

agreements will be agreed to at the time of the transactions. The Project intends to 

seek to optimize the supply arrangements to generation expectations and 

commitments provided in any power sales agreements. 

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

Panda Midway will have an interconnection with Gulfstream sufficient to provide all 

fuel the Project requires. Panda Midway has made arrangements providing it the 

contractual right to procure transportation capacity rights from Gulfstream on a firm 

basis that are sufficient to cover the Project’s peak day natural gas requirement 365 

days a year. These: firm transportation capacity rights extend to natural gas supply 

areas in the Mobile Bay, Alabama, and Pascagoula, Mississippi, areas where supply is 

abundant. Additionally, through pipeline interconnections, the Project will have 

access to natural gas supplies from throughout the Gulf region. 

Also, Panda Midway is expecting to interconnect with FGT (via the lateral previously 

described) such that the Panda Midway Project can obtain its fuel through FGT. 

Access to transportation capacity on FGT would provide convenient access to even 

more natural gas wpply sources and increase the Project’s competitive alternatives. 
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Please describe the basic provisions of the gas transportation contract between 

Gulfstream and Panda Midway, and the arrangements with FGT. 

Please refer to Exhiibit (DEW-41, the Precedent Agreement between Panda 

Midway and Gulfstream, redacted to protect confidential rate information. The 

Precedent Agreemmt provides Panda Midway the right to firm transportation 

capacity on Gulfstream for up to 200,000 MMBtu/d. The term is for 20 years. The 

pressure guaranteed by Gulfstream is 725 psig, sufficient for the Project’s turbine 

operations. The maximum volume in the Precedent agreement is in excess of the 

expected peak demand of approximately 173,000 MMBtdd, and Panda Midway 

retains the option to reduce the capacity commitment to 150,000 MMBtdd, This 

provides Panda Midway the valuable right to turn back a portion of its Gulfstream 

firm capacity in favor of more economical and equally reliable alternative fuel 

delivery arrangements. 

Exhibit (DEW-5) is the Letter of Intent between Panda Midway and FGT. The 

Letter of Intent between Panda Midway and FGT states that each party will work 

toward an interconnection agreement and an IT agreement containing satisfactory 

terms to Panda Midway with respect to volumes and in-service dates. 

How does the fuel supply plan match the expected operation of the Panda Midway 

Project? 

The fuel supply plim is well matched to the plant’s expected operation. The plan 

provides for reiieible fuel procurement for the peak daily requirement of 

approximately 173,000 MMBtdd. Additionally, the fuel plan provides flexibility to 

adjust fuel procurement with daily, seasonal, and annual operational variations. For 
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Q: 

A: 

example, while the Project’s overall he1 requirements are relatively flat, they peak in 

the JulylAugust period and trough in the JanuaryFebruary period. The fuel supply 

plan positions Panda Midway to track its procurement with usage to generate 

electricity in the most economic fashion. 

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

Regional Planning Council’s 1999 Regional Plan will be fueled by natural gas. What 

assurances can you give the Florida Public Service Commission that there will be 

adequate natural gas, supplies available to fully supply ail of these plants? 

Please refer to Exhi bit (DEW-3), a report Pace prepared that includes a review 

of the availability of gas supplies both generally and specifically to serve Florida. 

The report concludes that orderly and competitive markets for natural gas supply exist 

in the US. that allow commodity prices to balance consumption with demand. 

Furthermore, the existence of abundant potential natural gas reserves and 

continuously improving technologies will allow the natural gas commodity market to 

maintain a relatively constant equilibrium price in real terms. To support these 

conclusions, the report provides research and analysis pertaining to fundamental 

drivers affecting nal.ura1 gas supply and demand balances, Florida supply and demand 

balance, natural gas reguiatory and market structures, and a comparison of industry 

fbndamentai €orecE;ts. 

Concerning Florida specifically, natural gas supply is adequately abundant and 

readily available in the producing basins that feed the pipeline systems serving the 

Florida market; namely Onshore Gulf Coast, Offshore Gulf Coast, and East Texas. 

The pipeline industsy has proven to be very responsive to the needs and growth of 
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natural gas consumr:rs, and can be expected to continue to be so. For example, 

Gulfstream is already considering a Phase 2 expansion by extending its pipeline 

system to connect with new consumers and increasing compression. In fact, due to 

the large number of expected capacity expansions over the next three years in Florida, 

Pace expects to see z t n  excess of primary pipeline capacity beginning in 2001. 

What would happen in the event that there was an outage on Gulfstream? 

As Panda Midway has arranged for firm transportation rights on Gulfstresun, the only 

two types of outage: that would occur would be due to scheduled maintenance and 

force majeure events, which by their nature are unscheduled. Scheduled maintenance 

is managed such that it has essentially no impact on overall service. Concerning 

force majeure events, Panda Midway would receive an allocation of Gulfstream’s 

remaining capacity and seek additional fuel supplies through its expected 

interconnection with FGT. 

Based on your review of comparable natural gas pipelines, what is the likelihood such 

an outage would occur? 

Extremely rare. A.s discussed further in the Pace report (Exhibit (DE W-3), 

interstate natural gas transportation service has been extremely reliable both in 

Florida and throughout the rest of the North American gas grid during the past 15 

years. Numerous factors account for this reliability (e.g., supply diversity, gas 

industry restructuring, increasing competitive forces, technological developments, 

new contractual arrangements, etc.). In fact, according to the U.S. Department of 

Transportation, mtural gas pipelines constitute the safest method of energy 

transmission. 
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FGT is a normal example of this reliability. There has been only one major gas 

disruption that has materially restricted gas flow on FGT’s system during the past 30 

years. Since 1984, FGT has only had 24 pipeline incidents, most of which were 

minor and repaired quickly. 

We can expect the sime level of reliability from Gulfstream and Buccaneer. Each of 

these pipelines is being developed by leading pipeline companies with existing 

facilities with long records of highly reliable service. 

Concerning maintenance, pipeline companies schedule such work during low demand 

period so as to minimize the impact on their customers. They also phase work so that 

capacity reductions #are minimized at any particular time, allocate any reductions first 

to non-firm customm, and then allocate any remaining reductions, if any, across all 

firm customers on abpro rata basis. The result is to reduce the impact of scheduled 

maintenance to essentially zero. 

What would happen to the Panda Midway Project if Gulfstream is delayed or is not 

constructed? 

Pace’s review indicates that Gulfstream is on track to be constructed and enter service 

as planned. Moreover, as an anchor customer of Gulfstream the Panda Midway 

Project is supporting the economic viability of the pipeline. Therefore, I have every 

reason to believe The pipeline will proceed. If there is a Gulfstream delay or 

cancellation, I would expect Panda Midway to either correspondingly adjust its own 

completion timetable or to seek alternate fuel supply arrangements from either FGT 

or the Buccaneer pipeline project. 
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BACKUP FUEL 

Q: What plans, if any, has Panda Midway made to acquire or install on-site backup hue1 

supply capability for the Project? 

Panda Midway has concluded that its natural gas fuel plan is so highly reliable that it 

is not necessary to acquire or install on-site back-up fuel supply. This conclusion has 

been reinforced by Panda Midway obtaining Letters of Intent from various fuel 

suppliers to transact with Panda Midway such that if the fuel suppliers fail to perform, 

they will compensate Panda Midway for the cost of replacement natural gas or the 

cost of substitute electrical generation. Exhibit (DEW-6) provides these 

Letters of Intent. 

I concur with Panda Midway’s approach. Given the contractual arrangements and the 

planned redundancy in pipeline capacity available to the Project, the only additional 

contingency that on-site fuel storage would guard against is the possibility of a 

unscheduled gas pipeline force majeure event occurring simultaneously with peak 

electrical demand and a significant shortfall in electric generating availability. As 

discussed in the Piace report (Exhibit (DEW-3)), natural gas pipelines are 

A: 

17 extremely reliable and such force majeure events extremely rare. It would be even 

ia 

19 

20 

21 

22 

23 

rarer for such an went to line up with peak power demand and low generator 

avai I ab i 1 ity . 

I also note that the Panda Midway approach is the accepted trend nationwide. A 

number of natural gas-fired power plants have been built recently that have not had 

on-site backup fuel supply. For example, Florida Power and Light is not installing 

backup fuel for its 3,000 MWs of repowering projects in Sanford and Fort Myers, and 
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the 540 MW Westbrook facility under construction in Portland, Maine, is not 

installing backup fix1 capability. 

Does this conclude your testimony? 

Yes. 
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PROFESSIONAL QUALIFICATIONS 

QUALIFICATIONS AND EXPERIENCE 

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

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

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

REPRESENTATIVE PROJECT EXPERIENCE 

Fuel Procurement. Designed and implemented a fuel procurement plan for a 540MW 
merchant power plant in New England. (1998-1 999) 

0 Regional Market Analyses. Prepared five different detailed regional U.S. gas market 
assessments for energy proj Iect developers. Analyzed supply sources, interstate transportation 
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routes, storage options, local distribution services and prices, potential customer mix, and 
load profiles. (1 998-9) 

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

0 Florida Pipeline Due Diligence. Provided detailed risk assessment and construction 
monitoring of Florida Gas Transmission Company (“FGT’’) $1 billion “Phase 111’’ pipeline 
expansion on behalf of 1endl:rs to end-users dependent upon the expansion. (Fall 1992-spring 
1995) 

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

US. Pipeline and Murketing Company Acquisition Efort. Headed a comprehensive 
assessment and valuation of a large gas pipeline and marketing company for acquisition by a 
major American electric utility. Annual pipeline net income is $700 million and gas- 
marketing annual gross is $1 billion. Created a financial model of the pipeline and market 
areas, analyzed target mark.ets for pipeline capacity and natural gas, evaluated competitors, 
and analyzed ongoing reguilatory developments. Recommended strategies to optimize the 
pipeline and marketing assets with the company’s existing business. ( I  996) 

Florida Bund ReJnancing. Prepared an Independent Fuel Consultant’s Report included in a 
Section 144A bond refinancing of a gas-fired power plant in Orange County, Florida. (Fall 
1 99 5 -spring 1 996) 

Nationwide Gas Procuremtrnt Review. Headed a detailed review of the gas commodity and 
transportation contracting fix an industrial with 91 facilities throughout the U.S. Prepared a 
corporate-side energy procurement strategy. Negotiated revised and new gas contracts with 
marketers, pipelines, and lolzal distribution companies. (1 997) 

Midwest Integrated Power and Gus Project. 
proposed power plant to be sighted at a natural gas storage field in the Midwest. (1998) 

Supervised the analysis and valuation of a 

0 Pipeline Regulatory Advocacy. Executive Director of the Energy Managers Association, 
which represented gas-fired independent power producers before FERC. Since 1 992 
spearheaded EMA’s role in a number of key national industry issues, such as pressing federal 
regulators to standardize pipeline business practices. (1 992-1 999) 

Florida Fuel Consultant. Fuel consultant for the financings of several different power plants 
in Florida. For developers lhis included the Auburndale and Tiger Bay projects. For lenders, 
this included the Mulberry, Orange, and Lake projects. (Summer 1992-Fall 1995) 
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Pipeline Market Evaluatioxr. Evaluated natural gas markets (power generation, industrial, 
commercial, and residential) in eight franchise areas for the developer of 3 potential new 
large diameter natural gas pipeline serving Florida. The study included both areas with 
existing local distribution se:rvice and areas not currently served by natural gas, (1 997) 

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

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

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

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

Fuel Investment Plan Developed international downstream fuel asset investment plan for a 
major power developer to ,invest $250 million in equity by the year 2001. Key officer in 
charge of the market analysis, resource requirements, pipeline and storage project pro formas, 
and strategies and strategic goals. (1 995- 1996) 

c 

Storage Market Experf Witness. Expert witness in a lawsuit over construction of a gas 
storage facility in the upper Midwest U.S. Scope was to evaluate the market prospects of the 
facility. (1 995- 1996) 

Worldwide Natural Gas Investment Review. Represented the international energy 
development affiliate in a corporate-wide gas business review for one of the largest U.S. gas 
and electric utilities. Tasks included contributing expertise in downstream international gas 
businesses such as pipelines, storage, and distribution. (1 995) 

Gus Contract Experf Witness. Expert witness in lawsuit concerning 18 MMcfld gas supply 
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assessment of viability of use of various pipeline transportation routes. (1 995) 
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0 Pipeline Tarif Developed tariff structure arid valuation pro forma for a 150 MMBtuld 
international pipeline proposal in South America. This inchded drafting supply and 
transportation contracts for customers, and preparation of pipeline-related filings to the 
national regulatory agency. { 1994) 

EMPLOYMENT EXPERIENCE 

Pace Global Energy Senrices, LLC 
Senior Vice President (8196 - Present) 

Account Manager 
Vice President (1194 - 8/96) 

(7'192 - f 2/93) 

0 

0 Leads he l s  consulting group 

0 

Second ranking officer in energy consulting division within 140 member energy 
consulting and mana.gement firm and its predecessors. 

Directs numerous evaluations of natural gas markets for a variety of clients, such as 
natural gas producers, pipelines, marketers, investors, lenders, and end-users. 
Responsible for numerous North American and international fuel market assessments 
and infrastructure prloject evaluations in the last several years. 
Negotiates natural gas commodity and transportation contracts on behalf of clients. 

Energy Managers Associatioin 
Executive Director (1 1/93 - 12/98) 

0 Managed and represented this nationd trade association representing gas-fired 
independent power producers. 
Prepared and submitted position papers in pipeline rate design and policy proceedings 
before state and fede:ral regulatory agencies. 

Federal Energy Regulatory C,ommission 
Senior Gas Utility Specialist (1 1/78 - 6/92) 

c 

0 

4 

0 

Held a series of pos'itions of increasing responsibility within the Office of Producer 
and Pipeline Regulation, which is responsible for federal utility regulation of gas 
producers, interstate pipelines, and gas storage facilities. 
Managed detailed evaluations of pipeline and storage operations. 
Drafted federal rules governing interstate pipeline operations. 
Performed economic and policy analyses of natural gas regulatory issues and pipeline 
proposals. 
Eight outstanding and superior job performance awards. 
Distinguished Service Award in 1992. 
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REPRESENTATIVE SPEAKllNG AND PAPER PRESENTATlONS 

“Private Power in Africa” Conference Chair (September 1 999) 

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

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

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

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

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

“The New Financial Underpinnings Required for CogedIPP Projects ” presented at “The Outlook for 
Natural Gas’’ (September 1995) 

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

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

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

EDUCATION 

B.A., Economics and English, IJniversity of Washington, 1976. Magna Cum Laude. 
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Corporate 

Meeting Your Energy Objectives 
As an independent energy management and consulting firm, Pace Global 
Energy Services, LLC is dedicated to helping clients manage costs and risks, 
develop assets, and pursue numerous energy-related projects. Whether we are 
performing an in-depth market assessment for I power project in China or 
buying natural gas and power for a facility in Pennsylvania, Pace provides 
innovative soXutions to complex problems. We do this by combining our proven 
technical and aperational expertise in the energy, finance, and infrastructure markets 
with a fim understanding of corporate strategic planning. 

Industry Leaders Trust and Rely on Pace 
For over two decades, industry leaders across the country and around the world have 
relied on Pace for help in buying, selling, transporting, and investing in energy. Face 
provides energy consulting expertise as well as hands-on energy procurement and 
management services to a diverse client base that includes: 

0 

a 

a 

Industrial Facilities 
Private Power Developers and Operators 
Fuel Asset Developers 
Multi-site Commercial Operations 
Energy Purchasing Cooperatives 
Lenders and Investors 
Public Utilities 
Energy Companies 
Law Firms 
Trade Associations 
Governments md Multilateral Development Agencies 

We Don’t Sell Energy-We Provide Energy Expertise 
Pace is an independent source of energy expertise. We do not sell energy commodities, 
nor do we have any financial ties to companies that do. Instead, Pace serves as a 
fiduciary in protecting our clients’ energy interests. This independence enables Pace to 
offer its clients objective planning and analysis services, along with daily management 
and transactional capabilities-a claim that few of our competitors can make. 



Core Services 
Pace provides technical and worldwide market expertise in €u&, electric power, finance, and 
risk management at the strategic, tactical, and transactional levels. 

Services include: 
Strategic Energy Planning 

0 Market Assessment & Forecasting 

Energy Asset Development 
Asset Valuation 
Due Diligence 
Energy Eficiency 
Regulatory Support 
Fuel Pmmrement 
Power Procurement 
Load Aggregation 
Commercial Management of Generation 

Risk Management & Transactional Services 

Energy Trustee Program 
Clients have the option of hiring us to perfom individual consulting tasks or they may choose to 
have us package a comprehensive suite of sewices tu address their energy needs from a total- 
systems-perspective. This comprehensive approach to packaging our services forms the basis of 
Pace’s Energy Trustee Progum. This program is designed to help clients extract the full value 
of their corporate-wide energy assets afid transactions. From strategic planning, to 
implementation of cost-reduction initiatives, to providing ongoing transactional management, 
Pace ensures that all Energy Trustee Propurn recommendations fit within the client’s broader 
business objectives. 

Our Staff 
MB As, engineers, attorneys, economists, system operations specialists, and political and 
regulatory specialists encompass our team of professionals. Throu@ a multi-disciplinary 
approach, members of the Pace team offer a unique matrix of skills, an in-depth knowledge of 
energy markets worldwide, and hands-on eqerience to projects they undertake. 

Locations 
Pace is headquartered in Fairfa% Virginia with r e g h a 1  ofices nationwide. 
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Pace Introduction 

Pace is a 125-person corisulting and management fim with 20-years focus on energy 
markets, products and services. In  1979, A h a  (the world’s largest private energy user) acquired 
a 50% interest and as a result the firm operates under a joint venture company. 

Pace provides a comprehensive suite of energy services through five functionally 
organized divisions: Fuel, Power, Industrial, Financial, and Energy Management. Pace 
integates and deploys these services to the benefit of energy companies at the strategic, 
transaction, and management levels. This approach provides clients exceptional value, 
especiaIly in energy markets undergoing significant change. 

For any particular assignment we draw on the appropriate staff from across our 
functionally organized divisions - fuel, power, finance, industrial services, and operational 
management. We integrate these disciplines as necessary to provide clients with multi-faceted 
evaluations, including assessments at strategic, market, and project levels. 

In the last six years Pace has worked in 35 countries on six continents for energy 
consumers, asset buyers and developers, lenders, energy utilities, governments, and multi-lateral 
international agencies. This includes numerous Fortune 500 companies. Our assignments have 
ranged from worldwide business planning, to market analyses on scales ranging from 
international to local, to technical and contractual evaluations and negotiations. Additionally, 
Pace provides fuel and power management sewices on an agency basis to large end-users of 
energy, providing practical knowkdge of the nuts-and-bolts of energy markets and operations. 

Qualifications Summary 

Deep Expertise in Natural Gas Economics and Markets 

FueI expertise in general and natural gas expertise in particular always has been a core 
competency of the firm. We have developed a leading natural gas consulting practice not only in 
North America but internationally, with a focus on market values and gas-fired power 
generation. Our clients in this area include nearly every participant in the domestic energy 
market and range from the governments to leading developers and purchasers of pipeline and 
natural gas reserve assets to Iender:; to end-users. 

For example, going back to the mid- 1980s Pace helped major North American producers 
understand the new market created by third-party gas pipeline transportation, and Pace produced 
a newsletter on gas markets for a leading publisher. Throughout the 1990s our gas market work 
has steadily expanded. Today our scope ranges from worldwide gas-related business planning, 
to managing the gas purchases for local distribution companies, to negotiating gas commodity 
and transportation contracts in markets around the globe, and designing active risk nianagement 
programs. Pace’s experience encompasses all segments of the oil and gas business including 
production, long-haul pipelines, shipping, storage, and distribution, and end-use contracting. 
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Focus on Key Energy Market Issues 

Throughout its history, Piice has focused on helping enterprises adapt to changing energy 
markets. In the 1980’s we provided market and management support to natura1 gas producers as 
pipelines initiated open access. In the late 1980’s and into the I99O’s, we supported the entry of 
utilities and lenders into the new business of non-regulated power development. As the 1990’s 
progressed, our clients took us overseas to support them in restructuring their business on a 
global scale and building energy assets around the world. Additionally, Pace developed 
proprietary products and services to help energy companies evaluate deregulated market 
opportunities and deploy active risk management, 

Today we are involved with the latest market issues and project valuation techniques to 
help companies find opportunities within the complexly changing energy marketplace. This 
includes: 

0 

Business planning for restrucluring and converging energy companies. This has included a 
leading electric utility’s planning to enter the gas business. 

Energy trading and risk management, such as technical inter-commodity trading volatility 
analysis. For example, we played a central role in the establishment of an energy trading 
company in the UK. 

Divestiture and acquisition of generation assets. We have been on teams selling or buying 
assets in a number of U.S. reg:ions ranging from Maine to Washington to Louisiana. 

Financing. 
generation assets. This has included merchant plants and restructured IPPs. 

Face has represented lenders in several groundbreaking financings of power 

Vertical integration. Pace has: provided key consulting services to fuel providers seeking to 
move downstream into the pipeline business as well as power generations seeking to move 
upstream in the fuel supply chain. 

An Experienced Multi-Disciplinary Staff 

Pace has an experienced multi-disciplinary staff of over 125, sufficient to cover a wide 
range of assignments. From our iresearch analysts to our officers we have expertise that ranges 
from engineering to financial planning to trading to regulatory advocacy. Additionally, our staff 
is international and multi-Iingual to meet the demands of worldwide business initiatives. We 
assemble project teams fiom this #exceptional pod of talent to effcientIy meet the project needs 
on an integrated basis. 
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Proven Record with Leading Companies 

Has a proven record with leading companies. Pace’s client include such firms as 
Southern Company, Credit Suisse First Boston, Coastal Corporation, Bechtel Enterprises, Shell 
Oil Company, Kellogg, AEP, and PDVSA. These type of companies have relied on Face’s 
analysis to establish new businesises on a worIdwide basis; expand business into new geographic 
markets; and undertake multi-billion dollar acquisition and development efforts. The types of 
businesses have ranged from capital intensive, to trading operations to retail marketing. 
Additionally, Pace as been engaged by both the U.S. and foreign government entities to assess 
markets on a technical, financial, and fundamental basis. 
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ENGAGEMENTS 
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20 Years Energy Management and Consulting Experience 

Projects Undertaken In Over 35 Countries 

Business and Energy Strategy _ _  Development 

Strategic (Planning) and Tactical (Transactional) Focus 

Domestic and International Experience 

integrated Power, Fuel, Financial and Risk Management Services 

Support Consumers and Developers in Changing Energy Markets 
Both Domestically and Internationally 

Project DevelopmenVFinanciaI Advisor 

Manage Daily Energy Transactiondoperations of Industrial End 
Users, Power Generators and Municipal Utilities 
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CORE COMPETENCIES 

e Broad Energy Expertise 
Electricity (Generation, Transmission) 
All Fuels (Natural Gas, Oil, Coal, Pet. Coke, Biomass, Etc.) 

Risk Management (Futures Contracts, Swaps, Options, Etc.) 

Mechanical Engineering Logistics Process Engineering 

r:-nm,- {n--:--+ C:HA-*;-H P r r r l . r n r m + n  Ci-finninrr\ 
rii im i ~ t :  \r I ujebi 1-11 iai ibii iy, uui pui a L G  I 11 IUI 1-11 131 

Multiple Disciplines with staff of 130 

Economics Business Planning e Systems Analyst 
Finance Legal a Risk Management 

Independent and Objective Focus on Client’s Fiduciary Interests 
Fluency In Many Foreign Languages Including: 

Mandarin Cantonese German 
Portuguese Turkish Swedish 
Japanese Armenian Farsi 

a Spanish Arabic e Hindi 

Proprietary and Confidential 4 

French 
Italian 
Gujerati 
Russian 



MARKETS INVOLVEMENT 

Proprietary and Confidentid 

Russia 
s 

--ech Republic 
Yungary 

"?mania 

Kazakhstan . 

%&k 

Lustralia 
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CORE SERVICES 

Strategic 
Fuel Plan Development 

a Market Assessment 
a Market Modeling 

Regulatory Changes 
Site Opportunity Analysis 
Business Planning 
Risk Management 

Transactional 
Energy Infrastructure 

Contract Negotiation Support 

Project Financing 
Asset Valuation 
Risk Assessment 

Development 

Tariff Ontimization r - - -  - - ----- - 

Power Purchase Structures 
Acquisition Due Diligence 
Technical Support for Bond 

Tactical 
a Cost Reduction Initiatives 

Tariff Negotiation Offe ri ng s - 
e Fuels Switching Procurement of Fuels and Power 

Energy Efficiency Studies 
Technology Evaluation 
Process Design and Integration 

Log istics 
Transportation Planning and 

Proprietary and Confidential 6 



REPRESENTATIVE CLIENT LIST 

Industrials 
Alcoa 

Champion International 

Corning ConsLlmer ProdLlCts 

DuPont 

General Electric 

Heinz Foods 

Kellogg Company 

Raytheon Company 

Smurfit-Stone Container Corporation 

The Stanley Works 

W eyer haeuse r 

Private Power Develomrs 
Peco 
PSEG Global 
SEI 
Calpine Corporation 
Ogden Energy, Inc. 
InterGen Energy, Inc. 
Sithe Energies, Inc. 
PSG&E Generating, Inc. 
Constellation Power Source 

Financial Institutions 
Credit Suisse First Boston 
G. E. Capital Corporation 
NationsBan k 
Societe Generale 
ING Barings 

Proprietary and Confidential 7 
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EXECUTIVE SUMMARY 

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

FINDINGS 

Summary 

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

Natural Gas Markets 

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

Natural gas supply is abundant and readily available in the producing basins that feed the 
pipeline system(s) serving the Florida market; namely Onshore Gulf Coast, OIfshore Gulf 
Coast, and East Texas. 
humcrous reputable, investment grade producers and natural gas marketers sell firm supply 
and other value added services, ,such as volume flexibility and price hedging, in h e  Mobile 
Bay and at FGT’s Zone 1, Zone Z ! ,  and Zone 3 pools. 
A highly interconnected natural gas pipeline grid in the Gulf producing region can provide 
supplemental supply at market based prices to replace supply lost to force majeure. 
There is a general consensus among reputable gas forecasters that national natural gas 
resources exist to supply the current 22 Tcf/year domestic markct for just over SO years. 
On a national level, industry forecasters expect the growth i n  productive capacity to maintain 
a balance with the growth i n  expected demand on both a national and regional level. 
Regional balances are maintained through the development and interconnectivity of the 
natural gas pipeline grid. 
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0 Daily liquidity for supply in the Mobile Bay and a1 FGT’s Zone 1 ,  Zone 2 and 7 m e  3 supply 
pools as well as interconnects ,with other highly liquid interstate pipeline systems is high 
relative to the Projects’ expected swing requirements. 

Transporfation 

According to the Department of Transportation Office of Pipeline Safety natural gas 
pipelines constitute the safest method of energy transmission. Advances technology such as 
more efficient informationlcommunica~ion technology, smart pigs, and pipeline materials, 
will continue to improve the safety and reliability of natural gas pipeline operations and 
transportation services. 
FGT is in constant compliance with the guidelines of the Department of Transportation’s 
Office of Pipeline Safety, which oversees Federal standards relating to the construction, 
maintenance and repair of pipeline sys~ems. Therefore, i t  is reasonable to assume that 
continued compliance will result in high levels of reliability. Pace expects a similar level of 
compliance to the Department of Transportation’s Office of Pipeline Safety guidelines from 
the planned Gulfstream and Buccaneer pipeline systems. These projects are being developed 
by leading p ipehe  companies with existing facilities with long records of highly reliable 
service. 
The nature of contracts for transportation service is the primary determinant of gas reliability 
in the gas market, as confirmed by the Interstate Natural Gas Association of America 
(“INGAA”). 
The primary and secondary transportation markets are orderly and competitive and the 
availability and reliability of transportation capacity is ultimately a function of price. 
The pipeline industry is considered very responsive to the needs and growth of natural gas 
consumers. For example, Gulfstream Natural Gas System (“Gulfstream”) is already 
considering a Phase 2 expansicin by extending its pipeline system to connect with new 
consumers and increasing compression. Florida Gas Transmission (“FGT”), through a 
slightly more complicated combination of looping and additional compression is expected to 
continue to provide additional capacity to serve growing markets. Phase V on FGT includes 
installmcnt of 42 inch pipdine loops that are substantially oversized relevant to Phase V near 
term firm requirements, enabling efficient future expansions. 
Due to the large number of expected capacity expansions (totaling between 1.8 - 2.7 Bcfld) 
over the next three years i n  Florida and forecasts for aggregate consumption growth, Pace 
expects to see an excess of primary pipdine capacity beginning in 2001 (sce Exhibit 1 ).’ 
FERC may issue preliminary determinations on the non-environmental aspects of the 
Buccaneer and Gulfstream pipelines at its hearing on April 25,2000. 

’ EM Form 176 data used to obtain historical gas demand by sector, with adjustments to power generation figures. 
Projected gas consumption for the power generation sector obtained froin Pace modeling. Forecasts of gas 
consumption for the non-power sectors we.re developed in consultation with Florida Public Service Commission 
natural gas staff. The electricity-related derrland is consistent with the 199Y Regional h a d  andRe,wmrue Pian. 
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The Midway project is in effect facilitating the development of competitive alternatives to 
FGT for transportation service, which will uItimately reduce the cost of transportation service 
and benefit the Florida power consumers. 

Exhibit I :  Projected Pipdine Capacity Supply and Demand Bdancs in Florida 

Pace expects increasing availability of secondary pipeline capacity resulting Erom (i) 
Florida’s growing seasonal demand profile, (3) efficient allocation of existing capacity 
through capacity release ur other bundled transaclions, (iii) active marketing of excess 
capacity by Gulfstream and FGT. 
Availability of Belivefed gas supplies and transportation under short-term transactions will 
substantially increase in Florida as the total deliverability of the gas infrastructure increases 
to meet the increased demand fa power generation. As a corollary to this development, 
delivered gas and pipeline tramportattion will be available at market-clearing prices. 

Fuel Plans 

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



Interconnections with Gulfstream (and in h e  case of Midway an additional connection with 
FGT.) 
Short-term spat firm natural gas supply transactions with producers and marketers in the 
Mobile Bay r e g b  for supply into Gulfstram and FGT and additional producers and 
marketers for swpply in FGT's Zone 2 (Louisiana) and Zone 1 (Texas). The price and 
volume terms of the supply agreements will be agreed to at the time of the transaction and 
will be tied to the generation commitments provided in the power sales agreements. 
20-year firm transportation (") agreements for 100 percent of the Project's peak day 
natural gas requirement, which is defined as the fuel required to power the Project at 100% 
capacity for all 24 hours of a single day. Panda represents that the peak day natural gas 
requirement is 172,488 MMBtu/d. 

rn Fanda has the right and the intention of turning back a portion of its Gulfstream F T  in favor 
Of more economic and equally reliable alternative fuel delivery arrangements for the benefit 
of the Florida power consumers and the Midway Project. HQWWC~, Panda dues not intend to 
reduce the FT volumes below 75% of its peak day requirement. 
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GAS SUPPLY AND DEMAND ASSESSMENT 

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

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

Fundamental Drivas Affecting Natural Gas Supply and Demand Balances. 
Florida Supply and Demand Bdmce. 
Natural Gas Regulatory and Market Structures. 
Comparison of Industry Fundamental Forecasts. 

FUNDAMENTAL DRIVERS 

North America has substantial potentid natural gas resources, For example, estimates of the 
total technidly recoverable natural gas resource base in North America approach 1,500 trillion 
cubic feet C“TCF‘‘).2 Natural gas reserves are located throughout North America, however, much 
of the incremental gas supply needed to fuel the 30 TCP gas market will depend on increased 
drilling in the Western Canadian Sedimentary Basin, the development of coalbed methane 
resources in the Rockies, and a greater reliance on development af deepwater gas plays in the 
Gulf of Mexico region. 

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

Total potential natural gas resources in the U.S. are estimated to exceed 1,037 TCF? The 
estimated potential resources in the U.S. can satisfy current demand levels for Q V ~ T  50 years. 
Continuas improvements in technohgy and business praCtic& affecting upstream operations 
will permit the producing sector to access the gotenM resource base at a ratite consistent with 

The stated volume represents the urn of North American &€imates of undiscovered resources in mnwntiwl 

“Natural GM: Meetrig thc C h l h g a  of the Nation% Growing Natural Gas Remd,”  National Petroleum 
reservoirs, continuous-type resources, and the expected proved ultima recovery appreciation in h o r n  fields. 

Council, Dwcemhr 15, 1999. ‘ “Potential Supply of Natural Gas in the United States - 1998.”, Potential Gas Committee. 



the required pmhction growth to maintain canstant proved reserves-to-praductiction ratios 
(‘WP RatSa’’]. 
The U.S. currently has enough provd reserves to supply curpent demand far appuxhately 
nine yeas @e. the U.S. haa B current R/P ratio of 9 years) (see Exhibit 2). 

Lower 4a 
Total W,S . 

154.1 18.2 8.5 
m4.0 10,7 8.8 

I I I 9,2 Total NorfR America1 2243 24.5 

The Florida market is served primarily from pmdudm in the Gulf Coast, Rio Grande, East 
Texas and Mississippi Basins (‘‘Relevant ProQucing Region”) (see Exhibit 31. The fundamentals 
pertaining to these pfduction regions are similar to the national €eve1 fundamentals, however, 
display slightly different characteristics that are unique tu the region. 

Exhibit 3: Rdevant Production Basins 
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Grand Total for Gulf Coasl Area 

The fundamentals supporting an orderly and competitive supply market in the Relevant 
Producing Region are as folIows: 

228,530 

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

Production wp Ratio Proved 

(Tcq (fa Supply Region Reawes 

Gulf Coast Offskre 37.6 5.4 5.9 
Gulf Coast Onshore 213.8 3.4 8.2 
Total Gulf Coast 52.4 8.8 6 .O 
East Texas 10.8 1.2 8,9 

"- 

Exhibit 4: Potential Rmourcs Base for the Relevant Producing Region 

AeJsuurcs h e  Category 

Onshore, 0-1 5,OQO feet 

Onshon Subtotal 

IOffshore, 0-200 meters I 45 I470 I 
bffshore. 200-1 000 meters I 25.540 I 
IOffshorB, > tooa meters I 50,700 I 

Proved reserves in the Relevant Prsducing Region exceded 63 TCF in 19% The Relevant 
Producing Region supplies almost SO percent of total U.S. praduction or 10 TCF. 
WP ratios will be maintained at current levels reflecting the preference for the producing 
sector to maintain low inventories to consem costs. 

Exhibit 5: Production and Proved Resews for the Relevant Producing Region, 1998 

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

::: I 



Production gas, which is ultimately the commodity that is purchased at liquid tradmg points 
and pools, is considered a highly reliable supply source. The service leve1 specified in the 
gas purchase agreements actually determines the reliability of supply specific to a buyer and 
firm supply is considered highly reliable subject only to farce majeure events. 
Gulfstream, Buccaneer and FGT Phase V expansions all primarily access the Mobile Bay 
portion of the Gulf Coast Basin. Current productive capacity in the Mobile Bay exceeds 3.6 
Bd/d based on the aggregate capacities of Dauphin Island, Destin, Transco, 
Exxon/Mobil/Shell, aad ChandeZeur. 
Gulfstream and Buccaneer plan to interconnect with multiple gas processing facilitiw and 
piplines in Mobile Bay. This will provide access to up to 2.2 Bcfld (approximately twice 
the projected capacity of the pipeline) of Mobile Bay supply at market based rates through 
the following pipelines and processing plants: Destin (600 MMcUd), the Williams Plant (300 
MMcf/d), Dauhpin bland pipeline and plant (800 M M d d ) ,  Koch-Gateway (250 MMcf/d), 
and the Mary Ann Plant (150 MMcfld). FGT has access to up to 1.1 Bcfld OT Mobile Bay 
gas through interconnects with T m c o ,  Destin, and Koch-Gateway (“Koch”). 
Gas production at Mabile Bay has increased markedly since 1991 (see Exhibit 6). 
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Exhibit 6:  Recent Mobile Bey Offshore Production History 

OmraimlsYFmstion 1931 7992 1 BQ3 1994 1895 1996 1997 1g9a 

Southeast M h l e  Bay 
MchVMiocmo 
Lwer M W e  Bay - Mary Ann 
MdAWNwdIIet 
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Norlh Dauphln Island Callon 
Offshao (ARCO)/Mmcene 
Nahweet Dauman Island 
Olfshue Grwp 
(ARC0)rMiDcme 
State 109lF8deral821 Unit 
Wefl (B,P.)NorPhlet 
Norlhwest Gulf-Mobile Area 
ExxonlPlomhist 
Bon SeMvlr Bay 
Eammorphlet 
Flah Cenbal Gulf-Mobile Area 
ExxmNomhiot 
Swth Dauphin Island Scana 
(O.E.D.C.)/MiDcene 
Nwtheast P&t Bois Pass 
Oflshore GrwWiocene 

122,268 1,619,508 

I ia,o71 I ,334,098 

79,688 

61,434 

Sourw: U.S. MMS. Aurausl 1999 

56-1 t 3  362,208 2,625,635 
3,497,791 3,956,591 

331,616 

228.43(1 
W.781.121 11 2<923SM 132,121,977 230,218.1 98 214.057.799 210,270,042 2t5.946.090 22x21 2,881 

The potential exists to link production in the portion of the Gulf Coast Basin that is west of 
Mobile Bay, thus supplementing existing production and offering competitive alternatives. 
Daily liquidity for supply in the Mobile Bay and at FGT’s Zone 1, Zone 2 and Zone 3 supply 
pools as well as interconnects with other highly liquid interstate pipeline systems is high 
relative to the Projects’ expected swing requirements. 
The development of a new liquid trading point at the receipt points of the Buccaneer or 
Gulfstream systems is highly likely. 
Liquefied natural gas (“LNG”) augments domestic production gas. Although its contribution 
to the aggregate supply of gas in the U.S. is expected to remain small, LNG is expected to 
grow significantly during the next 20 years and LNG may be an important potential source of 
regional, short-term gas supply. According to the Energy Information Administration 
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(I’EIA”), UNG imports have grown at a rate of 7.2 percent a year or from 0.07 TCF in 1998 
to and estimated 0.39 TCF in 2M10.5 

Demand 

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

Exhibit 7: Historicat Gas Consumption by Sector in the US., 1%955-1999 
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A general C Q ~ S ~ ~ S U S  &sts among €orecmt&s that aggregate U.S. natural gas consumption will 
increase sigaificantly during the next 20 years. For example, under reference case assumptilons 
EIA projects total natural gas demand of 30 TCF per year by 2020 (gee Exhibit 8). All sectors 
exhibit demand growth6 

’ Expamion of the Dimigols €acillty in Evmret, MA, reactivation of he Elba Island facility, and recently announced 
conthcts €ar c a r p s  through CMS T d I i n e  LNG% Lake Charles facility are indicative of the potential growrh of 
W G  imparts in the U S .  
Aanud Energy &?lo& 2 W ,  Referma Case, EIA 



Exhibit 8: Projected Growth in U S .  Natural Gas Demand 
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Hawever, as depicted in Exhibit 9, nearly 50 percent of the growth in gas demand is likely to 
come from the power generation sector. Factors accounting for the projected growth in gas-fired 
power generation consist of the following: 

Robust economic growth. 
Retiremenw d nuclear power plants and ;oil steam units.7 
Displacement af less efficient power plants, including gas units. 
Favorable capital costs, construction lead times, staffing requirements, modularity, and 
efficiencies compared to aItemative types of generating plats. 
Environmental policies that favor natural gas usage. 

According to the American Gas Association, if no aperating licenses are extended for nuclear 
units, nuclear generating capacity w’ould be cut in half by 2020. 



Exhibit 9: Distribution of Future Growth in Gas Demand by Sector 

Histmially, about two-thirds of total gas consumption in Florida has been from the power 
generation s a t o r .  Pace expects the dominance of the power generation sector to continue in 
Florida. In fact, natud gas consumed by power generators may account for newly one TCF per 
year or 83 percent of total Florida demand by 2010 (see Exhibit 10). The majority of 
incremental gas demand will come from the power generation during the next decade.' 

I 

I 
I 
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Exhibit IO: Florida Natural Gas Demand Forecast by Sector 

Sou- Pace Global Energy S e m  

FLORIDA SUPPLY AND DEMAND BALANCE 

Pace’s outlook for the natural gas supply and demand balances in Florida is shown in Exhibit 1 1. 
Pace’s analysis of the overdl gas balance in Florida is based on the following: 

Demand for the non-power sectors is derived from information contained in Form EM- 176.’ 
Pace stripped the non-utility generation data from the commercial and industrial sectors 
incorporated it into its independent estimate of total puwer generation demand. 
Residential, commercial and industrial demand growth rates were derived from discussions 
with natural gas staf f  at the FPSC and Pace’s analysis of Florida natural gas historical 
consumption trends. 
The outlook for power sector consumption was determined by modeling fuel consumption 
using electricity demand estimates consistent with the 199 R e g i d  Load and Resoume 
Plan starting in year 2000. Actual power generation consumption, as reported by EIA, were 
used for 1998 and 1939. 
Historical peak day deliverability an FGT, South Georgia Pipeline, and Southern Natural 
Gas represents gas supply into Florida. About 2.7 3cfld of new summer peak gas 
deliverability into Florida is currently planned.” The supply outlook is determined by 

* 

Fbrm BIG-176 contains mfornuation on natural gas deliveria to end wem by sector. 
Estimate based an Pae’s review of applications submitted by develops to FERC. 
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phasing in FGT’s phase IV (2001) and Phase V (2002) projects along with potential 
throughput from the Buccaneer (2Q03) and Gulfstream (2003) offshore pipelines. 
Because of the lack of local production and market area storage, Pace assumes that Flmida 
gas supply is equivalent to interstate gas pipeline deliverability into the state. 

Exhibit 11: Projected Supply and Demand Balance in Ftorida 

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

For peak day summer requirements, the gas supply and demand balance will remain tight 
until 2003 when proposed offshore pipeline projects are planned to come on line. 
Construction of the Gulfstream pipdine (referred to as expected gas pipeline capacity above) 
will result in excess gas deliverability between 2003 and 2008, even on peak summer day. 
Excess gas deliverability exists from 2003 to 2013 if both Gulfstream and Buccaneer 
pipelines are built. 



Potential excess gas deliverability is even higher when viewed on an average annual basis. 
For example, average annual demands far gas are about 500 - 1,000 MMcf/d less than peak 
day gas demand between 2000 and 2015. 

REGULATORY AND MARKET STRUCTURE 

A highly liquid, competitive market for natural gas has devdoped in the United States during the 
past two decades because of a series of Federal regulatory and IegisIative initiatives resulting in 
wellhead decontrol, open m e s s  transportation, and the unbundling of pipeline sales from the 
tranSportation function. Action 2at the State-level complimented Federal regulatory initiatives 
and enabled end users to exercise much greater latitude in purchasing their own gas and 
transparting that gas over LDC and interstate systems. Lower natural gas prices and a mare 
efficient gas grid have developed as a result of these actions. 

Increasing numbers of buyers, sellers, and transaction volumes have deepened the competitive 
nature of the w k e t  Natural gas is now a traded commodity with daily and even hourly 
traaeacticsns involving a multitude of different buyers, sellers, and resellers. A Iiquid futures 
market and other hedging rrnd forward-trading instturnen& caqIiment physical trading. 
Because of these factors, together with the active trading of natural gas pipeline capacity, gas 
buyers have may options by which to purchase gas anywhere from the wellhead to the 
burnertip. 

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

Pace expects that a substantial portion of the gas market will cuntinue to be traded under short- 
term arrangements. By the late 1980’s, 30 percent o€ gas was flowing t h m g h  the short-term 
market as gas utilities and industrials jumped at the flew possibility of buying gas from producers 
at relatively low manthly ‘spot” or monthly contract index prices rather than acquiring bundled 
services at the traditional pipeline sales rate. Over time, the amount of gas sold under short-term 
cantracts decreased and has now stabilimd at approximately 25-35 percent of consumption. 
Pace believes this percentage represents a long-term pattern reflecting the tendency €or many end 
users to segment mpply arrangements into a portfolio with v w n g  terms. 

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

p : :’ 
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Robust wholesale markets for gas exist as evidenced by the development of liquid trading 
points and market centers (see Exhibit 12). Market centers facilitate trade by: 

Bringing together large numbers of buyers and sellers. 
Improving price transparency and discovery. 
Facilitating short-term balancing. 

New financial instruments have been created to assist end users in managing risk; open 
interest far NYMEX futures contracts exceeds 100,000 contracts. 
Integration d gas and electric markets is leading to greater competition among energy 
service providers. l2 
Enhanced electronic communication between pipelines and shippers, development of more 
standardized business practices (Le., the Gas Industry Standards Board), and the nascent 
provision of eCommerce gas market services. 

Exhibit 13: North American Market Centers and Liquid Trading Points 

1 

r 
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FORECAST COMPARISONS 

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

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

Exhibit 13: Comparative Gas Forecasts 

Similarly, Pace finds that most entities that report on the likely size of potential gas resources i n  
the U.5. estimate a total resource base in excess of 1,OOO Bcf. In its latest analysis of U.S. 
potential gas supplies, the leading independent organization responsible for assessing U.S. 
resource base, the Potential Gas Committee (“PGC”), stated that even with moderate growth in 
demand, technological improvements will continue to foster gas recovery rates and it expects 
that reserves replacement will continue at a hi@ 1eve1.l~ ~omparisons sf resource base estimates 
are presented in Exhibit 14. 

Exhibit 14: Comparative Resourcs Base Assessments 

ResourcdCategory 

Total Conventional Resources 
Total Unconventional Re sources 

Total Lower 48 States 
Total Alaska 

Total United States 

GRI GRI NPC NPC Potential USGS 
Current Advanced Current Advanced Gas MMS 
1998 1998 Committee 1995- 

1999 1996 

t384 
567 

1455 
496 

1951 

1466 
747 

1670 
543 
221 3 

516 
383 

756 
143 
899 

58 1 
576 

986 
171 

1157 

895 
141 

785 
251 
1036 

786 
358 

918 
226 

1144 

l3 Potential Supply of Naturd Gm in the United States, Potential Gas Committee, Colorado School of Mines, M u c h  
1999. 



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

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

Natural gas transportattian services throughout North Amerjca are highly reliable; force 
majeure events significantly affecting mainline throughput are rare. 
The reliability of natural gas transportation since the implementation of FERC Order 636 is 
largely a function of the quality or the type and level of service contracted by the shipper; 
customers buy the quality O f  service they need. 
Additional capacity will be developed when the market demands it. 
Currently nearly 2.7 Bcf of incremental capacity is planned in Florida from 2001 - 2003. 
Pace expects that approximately 1.8 Bcfld of new pipeline capacity will be constructed by 
203.  
Beyond the current announced projects; additional capacity can be added to the Peninsula 
under FGT Phase VI and VI1 or by adding compression to either of the offshore pipeline 
options likely to be h i l t .  
According to the INGAA, substantial investments in pipeline c achy will be made during 
the next 10 years to ensure the development of a 30 TCF market. 

0 T 
Discussion of natural g u  transportation issues is divided into fuur sections: 

Historic Reliability of FGT’s System. 
Reliability of the North American Gas Grid. 
New Pipeline Developments in Florida. 
Market Dynamics Affecting Florida Gas Capacity. 

FGT RELIABILITY 

FGT’s pipeline system has been very reliable, historically. Pace finds that FGT’s historidly 
reliable service is likely to continue because: 
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I According tu FGT only one major gas disruption has restricted gas flow on FGT’s system 
during the past 30 years.” Moreover, since 1984 FGT has only had 24 pipeline incidents, 
most of which were minor and repaired quickly. 
Its entire system now operates as an integrated network now enabling FGT to provide service 
to most customers even if one of its major looped lines goes out of service. 
A fourth ‘‘barrel” is being added to FGT’s %triple 100ped’~ system. FGT is initiating a 42” 
Imp as part of Phase V expansion to parallel ROWS for the 24”, 30”, and 36” djameter 
mainlines thus providing enhanced deliverability and reliability. 
Multiple comprmors exist at many of the compessor station locations thus providing 
enhanced reliability through redundancy if a compressor needs to be taken off-line for 
planned or unplanned maintenance. 
Only about 0.3 percent of FGT’s pipeline system is above ground. 
Numerous intemnnectisns exis$ with pipelines at upstream points. 
FGT employs the U.S. Department of Transportation’s regulations, (49 C.F.R. Part 192) as 
the minimum standards for construction. Moreover, FGT intends to use the latest 
technological innavations involving: I )  metallurgical materials CAP1 5L X-70) for its 26- to 
36-inch pipe, 2) coatings, 3) 100 percent radiography, and 4) turbine equipment. 
Interruptible transpatation on FGT is reliable, particularly during the winter due to climate. 
Exhibit 15 demonstrates that FGT’s system operates at a relatively high system load factor; 
however, secondaty m k e t  capacity is available in the winter and can be purchased during 
the summer although restrictions may apply at certain receipt points during summer months. 

Is Multiple lightening strikes at Compressor Station 15 in August 199.8 remit4 in rmmicted gas flows. As a result 
of this event EGT has redesigned the yard p i p  at i~ campressor stations su &ai they are better grounded and Iess 
prone to outages h m  lightening. 
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Exhibit 15: Recent Load Factor History on FGT 
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RELIAWLIW OF THE UNITED STATES GAS GRID 

Natural gas transportation service is reliable throughout Nrrrth America. 
conclusion on the following factors: 

Pace bases this 

L 

According to the Department of Transportation, National Transportation Safety Board 
natural gas and liquids pipelines are the safest methods of transporting energy in North 
America. 
The interstate delivery system is efficient and expanding rapidly. More than $10 billion 
worth of interstate pi e l k  infrastructure has been approved or announced for development 
over the next 3 years. 
Gas industry restructuring and increased reliance on market forces has improved the quality 
and breadth of services. 
Market forces determine the price of gas. The cost of delivery is based on the nature of the 
service and the level of reliability the customer chooses. Hence, reliability of service has 
become a function of the sanctity of contracts. 
New gas transportation service providers have entered the market. The redundancy of 
transportation service providers has increased reliability by reducing the odds of coincidental 
force majeure events. 
Advances in information technology, smart pigs, pipeline materials, etc. have improved the 
safety and reliability of natural gas deliveries during the past 15 years. 

p6 
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PROPOSED PIPEUNE EXPANSIONS IN FLORIDA 

Exhibit 16 illustrates existing and proposed pipeline infrastructure an the Peninsula. 

Exhibit 16: Peninsula G&s Infrastructure 

si- 

> 

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

Buccaneer. 
Gulfstream. 
FGTPhaseIV. 
FGTPhaseV. 
Sawgrass. 

Buccaneer 

The Williams Companies and Duke, two large North American pipline idtastmcture 
developers, cosponsor the Buccaneer pipline project for which an application for a Certifiute of 
Public Convenience and Necessity ("CPCN") was filed QII October 28, 1999, If approved, the 
pipeline will bring 900,000 Dth of new capacity to central Florida. Buccaneer pipline is on the 
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FERC’s meeting schedule for April 25, 2000. l7 Pace anticipates a preliminary determination 
born the FERC far construction of the facilities at that time. Currently under environmental 
review, Buccaneer project managers anticipate that the pipeline will meet its target in-service 
date of April 2002. Buccaneer hw binding Pfecedent Agreements for abwt 50 percent or 
450,000 Dth of its total firm capacity. Negotiations for additional shipper capacity commitments 
are on-going. 

Gulfstream, being developed by The Coastal Carp. (“Caaststal”), filed an application to &tdn a 
CPCN at FERC on October 15, 1999. Subsequently, El Paso Energy tendered an offer to merge 
with Coastal.’* FERC announced its intent to p r e p  an Environmental Impact Statement 
regarding the Gulfstream project on December 6, 1999. Gulfstream claim it is the first major 
pipeline project to comply with FERC Order No. 603 and No. 603-A, which require that 
nppliations contain significantly more idormation up front than in the past on environmental 
conditions along a proposed project route. Officials from Gulfstream state that the project 1) is 
slated to come on-line in June 2002, 23 has received overwhelming support from county 
governments and the business community, and 3 )  that the proposed route has met with favorable 
reaction by environmental officials in Florida. 

Currently, Gulfstream has 10 non-affiliated shippers and a substantial portion of its total capacity 
is mbs~ribed.’~ According to Gulfstream, some customers may exercise options to increase their 
capacity cammitments. Negotiations with additional shippers are on-going. 

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

Gulfstream’s application to construct facilities is on FERC’s meeting agenda for A p d  25, 
2000.”0 Based Gulfstream’s progress made in responding to FERC questions regarding rate 
design, cost allmation, market need, etc. issues, Gulfstream believes FERC may grant a 
preliminary determination approving non-environmental aspects o€ the pipeline, Gulfstream 
further contends that FERC is likely to issue a ruling on Draft Environmental Impact Statement 
(“DEW’) issues by July 2000. Completion of these milestones will greatly enhance the ultimate 
viability of the proposed Gulfstream’s pipeline. 



Florida Gas Transmission 

The historical growth in FGT’s mainline capacity is shown in Exhibit 17. Recently, FGT has 
announced two major expansions of its system. These expansions reflect the first major changes 
to FGT’s system since Phase 111 facilities were placed into service in 1995. Targeted in-service 
dates for FGT Phase JY and Phase V expansions we 2001 and 2002, respectively. 

Exhibit 17: Growth in FGT Mainline Capacity 

Phage IV 

The project will increase FGT’s average annual capacity to the Florida market by 272 MMBtu/d. 
FGT filled a CPCN application in December 1988 to construct Phase IV facilities. A 
preliminary determination was granted in July 1999. FERC issued a Draft Environmental Impact 
Statement in September 1999. The project received a final FERC certificate in February 2000. 
PGT has a target in-service date of May 2001. The $263 million, 139-mile pipeline expansion 
project includes the addition of over 38,000 horsepower and uprating compressor facilities at 
various lccatians in Harida. 

Phase V 

Through the $438 million proposed Phase V Expansion FGT will be adding 231 miles of 
pipeline and approximately 90,000 horsepower of compression and associated facilities. Phase 
V will provide approximately 405,000 MMBtdd of incremental firm transportation service. 
FGT filed a CPCN on December 1, 1999 and has targeted February 2001 as the date for 
receiving a final FJ5RC certificate to construct facilities. The estimated in-service date is April 

23 



2002. This application is supported by 28year firm service agreements for the full amount of 
incremental capacity. The €ding includes extensive data concerning the environmental impacts 
of the project. 

MARKET DYNAMICS AFFECTlNG FLORIDA CAPACITY 

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

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

Many Florida end users purchase transportation capacity, either bundled with supply or 
unbundled, i n  competitively priced, reliable and liquid spot markets. 
Introduction of alternative and competing sources of transportation in the Florida market 
(e+. I FGT expansions, Buccaneer, Gulfstream). 
Reant  Federal regulatory initiatives are likely to facilitate the development of market-based 
transportation services. 

Ftorida Spot Markets 

Spot market transportation can be purchased at prevailing market prices in Florida. In fact, as 
shown in Exhibit 18, the price of this transportation capacity is usually substantially discounted 
relative to maximum tariff rates on FGT under FTS-1 and FTS-2. Fm example, the average 
daily Florida Citygate basis relative to FGT Zone 2 index from May 1999 to March 2000 
indicates a m k e t  price of transportation of just $0.29/MMBtu which is $O.l&/MMBtu, 
$0.57/MMBtu and $0.33/MMBtu less than FGT FTS-1, FGT FTS-2, and Gulfstream FT services 
respectively. Pace expects that the liquidity of the secondary markets will increase over time as 
the Florida markets grow and excess pipeline deliverability is installed. 

”Natural Gas: Meeting the Challenges of the Nation’s Growing Natural W Demand,” National PemIeum 21 

Council, Daerrhr 15, 1!24)4, p. 3. 



Exhibit 18: Comparison of Florida Citygate Basis Versus Full Tariff Pricing 



Exhibit 19: Liquidity at the Relevent Trading Points 

I 

0 Providing true transportation competition on the peninsula 
Improving the liquidity af the market. 
Expanding arbitrage opportunities via pipeline interconnections. 
Enabling end users to structure more sophisticated portfolios and take advantage of new 
services (e.g., Gulfstream and Buccaneer term differentiated rates and variable 
pricinghatable take proposals). 

More capacity is contemplated beyond that time frame. FGT already has plans to extend its proposed 42-inch 
diamter loop under a possibIe Phase VI and VII projects and Gulfstream and Buccaneer could inexpensively add 
land-based corrplrasion to increase delver ability of their system. 

23 
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Regulatory Oversight 

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

Removing the p c e  caps on secondary market capacity for a two-year trial period. Firm 
capacity rightsholders will now be able to sell their capacity for whatever the market will 
bare, for term deals d less than one-year. Previously, end users had to execute a 
grandfahered buylsell arrangement or purchaselsell gas in bundled transactions to avoid 
violating the M e r  636 d e  prohibiting shippers from selling capacity for prices above the 
maximum tariff. Now end users can more easily acquire the transportation reliability they 
need, just by paying m a  for it - as is done With gas mmodi ty .  
Making nominations and scheduling procedures between capacity release and IT more 
camparable to foster a level playing field for these services and enhance the attractiveness of 
using the capacity re1 ease market. 
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PROJECT FUEL PLANS 

FUEL REQUIREMENTS 

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

3ased on dispatch mdel  results provided by R.W. Beck, Pace estimates fuel consumption will 
average approximately 3,757 billion Btu per month between years 2004 and 200tLU As shown 
in Exhibit 20, the Project's fuel requirements will vary monthly depending on the Project's 
dispatch pattern or capacity factors. The Project's o v ~ a l l  fuel requirements are relatively flat, 
but peak fuel requirements are expected in July and August. Canversely, minimum fuel 
consumption is expected in January and February. 

Exhibit 20: Average Monthly Fuel Consumption and Capacity Factors, 2004-2008 



1 ’ PACE 1 GIOM Energy Services c 

FUEL PLANS 

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

e 

a 

Interconnections with Gulfstream and in the case of Midway an additional interconnection 
with FGT. 
Short-term spot firm natural gas supply transactions with producers and marketers in tke 
Mobile Bay region for supply into Gulfstream and FGT and additional producers and 
marketers for supply in FGT’s Zone 2 (Louisiana) and Zone 1 (Texas). The price and 
volume term of the supply aprmments will agreed to at the time of the transaction and will 
be tied to the generation commitments provided in the power d e s  agreements. 
20-year firm transportation (‘‘FY) agreements for 100 percent of fhe Project’s peak day 
natural gas requirement, which is defined as the fuel required to power the: Project at 100% 
capacity for all 24 hours of a single day. Panda represents that the peak day natural gas 
rquirement is 172,488 MMBtuld. 
Panda has the right and the intention of turning back a portion of its Gulfstream FT in favor 
of more economic and equally reliable alternative fuel del iwy arrangements fur the benefit 
of the Florida power consumers and the Midway Project. However, Panda does not foresee 
reducing the FT volumes below 75% of its peak day requirement. 
Panda currently has a Precedent Agreement with Gulfstream for the Midway Project, which 
includes an amendment that brings the total commitment to firm transportation to 200,000 
MMRtdd. Panda retains the option to educe the capacity c o d t m e n t  to 150,000 
MMBtdd. 
Panda is currently working on Precedent Agreement with Gulfstream for the Leesburg 
Project. Because Leeshurg is currently not on the original pipeline route as filed with mRC, 
Gulfstream, must consider a connection with t h i s  Project as part of its Phase 2 expansion. 
Panda and Gulfstream has executed a Letter of Intent (,rLOI’’) to pursue negotiations that are 
satisfactory to Panda regarding capacity commitments and in-service dates. A term sheet 
containing terms of a deal similar to those existing in the current Precedent Agreement with 
the Midway Project is attached to the LOI. 
Panda has a L D I  and attached term shwt executed with Nobel Gas Marketing and expects to 
shortly have three: other LUIS and term sheets executed with Enron Capital and Trade, El 
Paso Merchant Energy and NUL The term sheets require that the supplier provide on a 
delivered firm basis volumes ranging from zero to some maximum daily quaatity YMDQ”) 
(most likely between 50,000 and 100,000 MMBtuld). Furthermore, the term sheet requires 
that each supplier cover the cast of replacement power or replacement gas (at the suppliers 
option) when gas supply is interrupted for reasons ather than force majeure. 
Panda has executed a LO1 with FGT stating that each party will work toward an interconnect 
agreement and an IT agreement containing satisfactory term to Panda with respect to 
volumes and in-service dates. 
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A three-mile lateral may be constructed from the Midway Project site to the FGT mainline 
system 10 miles dawnstream of FGT’s Station 20 or Swthwest of Ft. Pierce in St Luck 
County. 
The Projects are located at a terminus point qn the Gulfstream mainline; therefore no lateral 
is required. 
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This Precedent Agreement ("Agreement"), is made and entered into as of 

this x & a y  I_r of October, 1999, by and between Panda Midway Power Partners, 

LP, a Delaware limited partnership ("Shipper"), and Gulfstream Natural Gas System, 

L.L.C., a limited liability cclmpany formed under the laws of the State of Delaware 

( "Gulfstream") (hereinafter Shipper and Gulfstream are sometimes referred to 

individually as a "Party" or collectively as the "Parties"). 

WlTNESSETH: 

WHEREAS, Gulfstream intends to design, construct, own and operate a 

natural gas pipeline that will extend from interconnections with the facilities of 

various natural gas treatment plants, processing plants and interstate natural gas 

transmission systems in the  vicinity of Mobile, Alabama to  various delivery points 

in peninsular Florida ("Gulfstream Project"); and 

WHEREAS, Shipper intends to design, construct, own and operate a natural 

gas fired electric generating plant in St. Lucie County, Florida ("Plant") - and desires 

to receive firm transportation service(s) from Gulfstream on the Gulfstream Project 

for t h e  natural gas supply required for the  Plant; and 

WHEREAS, subject to  the  terms and conditions set forth in this Agreement, 

Gulfstream is willing to proceed with its efforts to develop the  Gulfstream Project 

for the provision of the  f i rm transportation serviceIs) hereinafter described, and 

Shipper is willing t o  subscribe for such transportation services. 

NOW THEREFORE, in consideration of the  mutual covenants and agreements 

contained herein, and intending to  be bound, Shipper and Gulfstream agree as 

foltows: 

1. Intent t o  Prow@. Within ninety (90) d a y s  following execution and 

delivery of this Agreement by Shipper, Gulfstream will proceed with the fifing and 
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prosecution of  the  application(s) with respect to the  Gulfstream Project described in 

Paragraph 2 below. To facilitate Gulfstream's ability to develop the  Gulfstream 

Project, Shipper will refrain from committing to any firm transportation servicels) 

from other person(s) which service(s1 would be in lieu of the firm transportation 

services provided for herein. 

2. Regulatory Authorizations To Be Sought By Gulfstream. Subject to 

the other terms and conditions of this Agreement, Gulfstream will proceed with due 

diligence to apply for and attempt t o  obtain all governmental and regulatory 

authorizations, including without limitation authorizations from the Federal Energy 

Regulatory Commission ("FERC"), -- which Gulfstream determines are necessary for 

Gulfstream to (i) construct, own and operate (or cause to be constructed and 

operated) the Gulfstream Project, (ii) render t h e  transportation service(s) 

contemplated in this Agreernent and all of the precedent agreements with other 

shippers for transportation !;ervice(s) t o  be provided utilizing the Gulfstream Project 

and (iii) perform i ts obligations as contemplated in this Agreement. Gulfstream will, 

in i ts FERC application, request that t h e  FERC issue a preliminary determination on 

the non-environmental aspects of  the Gulfstream Project by June 1 , 2000. 

Gulfstream reserves the right to file and prosecute any and all applications for such 

authorizations (and any suplplements and amendments thereto) and, if necessary, 

3 

institute any court review with respect thereto, in such manner as it deems to be in 

its best interest, Gulfstream shall, within ten (10) business days of the preparation 

or receipt of any environmental reports, assessments andlor environmental impact 

statements prepared for or as a result of Gulfstream's application, provide Shipper 

with copies of all such environmental reports, assessments andlor environmental 

impact statements. After filing for its application for FERC authorizations to 

construct the  Gulfstream Project, Gulfstream shall provide Shipper with an update 
c 

of the status of the application and provide further updates every ninety (90) days 

2 
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thereafter. Shipper agrees t o  support and cooperate in t h e  efforts of Gulfstream t o  

obtain all authorizations which Gulfstream determines are necessary for Gulfstream 

to construct, own and operate t he  Gulfstream Project and render the transportation 

service(s1 contemplated in this Agreement, including but not l imited to filing an 

intervention or other pleading in support of the  Gulfstream Project. If the FERC 

determines that information related to Shipper’s gas supply or upstream or 

downstream transportation arrangements is required from Gulfstream, Shipper 

agrees to provide Gulfstream with such information in a timely manner to enable 

Gulfstream t o  respond within the time required by FERC. Gulfstream will diligently 

seek to obtain a protective order from the FERC for any commercially sensitive or 

confidential information identified by Shipper. 

3. Regulatory Authorizations To Be Sought by Shipper. Subject t o  the 

other terms and conditions of this Agreement, Shipper shall proceed with due 

diligence to apply for and attempt t o  obtain f rom all governmental and regulatory 

authorities having jurisdiction all authorizations which Shipper determines are 

necessary for Shipper to (i) construct, own and operate (or cause to be constructed 

and operated) the Plant and all other facilities necessary to enable Shipper to utilize 

the transportation servicets) contemplated in this Agreement and (ii) perform its 

obligations as contemplated in this Agreement. Shipper reserves the right t o  file 

and prosecute applications for such authorizations (and any  supplements and 

amendments thereto) and, if necessary, institute any court review with respect 

thereto, in such manner as it deems to be in i ts best interest; provided, however, 

that  Shipper shall prosecute such applications (and any supplements and 

amendments thereto or court appeals) in a timely manner and in no event shall 

Shipper take any action that would obstruct, interfere with or delay the receipt by 

Gulfstream of the authorizations described in Paragraph 2 above or otherwise 

jeopardize development of the Gulfstream Project. Gulfstream agrees t o  support 
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efforts of Shipper to obtain all authorizations necessary for  

transportation servicets) contemplated herein. Subject to its 

receipt of all such necessary authorizations, Shipper agrees to proceed with due 

diligence to construct, or clause t o  be constructed, the Plant and all other facilities 

necessary for Shipper t o  utilize the transportation service(s) contemplated herein. 

4, Service Agreement. 

{a) Service Agreement. - When Gulfstream has satisfied andlor waived the 

conditions precedent set forth in Paragraph 6 (a) hereof, it shall immediately notify 

Shipper that the  conditions have been satisfied andlor waived. When Shipper has 

satisfied andlor waived the conditions precedent set forth in Paragraph 6 (b) 

hereof, it shall immediately notify Gulfstream that  the conditions have been 

- 

satisfied andlor waived. Within ten (1  0) business days after the second of the 

Parties gives the other such notice, the  Parties agree to execute the  Firm 

Transportation Service Agreement attached hereto as Attachment 1, as such 

Agreement may be amended from time to time to conform to changes approved by 

the FERC to Gulfstream's FIIRC Gas Tariff ( ' f  Service Agreement 'I), Service under 

the Service Agreement will commence as set forth in Paragraph 4Ib) below. 

Ib) Commencement and Term of Service. Shipper will give Gulfstream 

written notice of the approximate date Shipper plans to place the Plant in-service 

no less than eighteen (18) months prior to such date (the "Plant In-Service Date"); 

and further provided that Shipper shalt give Gulfstream timely written notice of any 

changeIs) to the Plant In-Service Date. Transportation service{s) under the Service 

Agreement will commence on the date specified by Gulfstream in the written notice 

to be provided to Shipper pursuant to Paragraph 4(c) below. After transportation 

service(s) commences under the Service Agreement, such service(s) will continue 

for the primary term set forth therein and year to year thereafter subject to 

termination in accordance with the provisions of the Service Agreement. 

4 
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IC) Notice of Commencement of Transportation Service(s). Gulfstream 

wilt notify Shipper in writing of  the expected date that transportation service(s1 will 

commence under the Service Agreement no later than ninety (90) days prior t o  

such expected commencement date and Gulfstream will give Shipper a report on 

the status of construction of  the Gulfstream Project and any changes in the 

expected commencement date every thirty (30) days thereafter. No less than 

thirty (30) days prior t o  the  date Gulfstream is ready to commence transportation 

service(s) under the Service Agreement, Gulfstream will notify Shipper in writing 

that  such transportation sarviceIs1 will commence on a date certain, which date 

will not be prior to the later to occur of (1  1 June I ,  2002 or (2) the Plant In-Service 

Date. Guffstream will stand ready to provide firm transportation servicels) to  

Shipper pursuant t o  the provisions of the Service Agreement, and Shipper will pay 

t o  Gulfstream all applicable charges provided for in t he  Service Agreement 

commencing on the earlier to occur of  (1) the Plant In-Service Date or (2) January 

f ,  2004, Gulfstream will eilso notify Shipper in writing no less than thirty (30) days 

prior to the date Gulfstream is ready to commence interruptible transportation 

service(s) for t h e  test gas required for the Plant. 

5. Construction of Facilities. 

( a )  Desiqn and Construction. Subsequent t o  the execution and delivery of 

this Agreement by the Shipper, Gulfstream will undertake the preliminary design of 

t h e  facilities for the Gulfstrleam Project and any other preparatory actions required 

for Gulfstream t o  complete and file application(s) with the FERC and other 

governmental or regulatory agencies having jurisdiction for the  authorizations which 

Gulfstream determines are inecessary for Gulfstream to (i) construct, own and 

operate (or cause to be constructed and operated) the  Gulfstream Project, (ii) 

render the transportation service(s) contemplated in this Agreement and all of the  

precedent agreements with other shippers for transportation serviceIs) to be 

5 
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Paqe 6. of 21 provided utilizing the Gulfstream Project and (iii) perform its obligations as 

contemplated in this Agreement. Upon satisfaction of each of the conditions 

precedent set forth in Paragraph 6 below, or writ ten waiver of the same by the 

Party on whose behalf such condition is imposed, and subject t o  the continuing 

commitments of Shipper arid all of the other shippers who have executed precedent 

agreements for transportation servicels) to be provided utilizing the Gulfstream 

Project, Gulfstream will proceed with due diligence t o  construct the pipeline and 

other facilities (as authorized by the FERC and other governmental or regulatory 

agencies having jurisdiction) which are necessary for the provision of  the firm 

transportation service(s) contemplated in this Agreement. After receipt of FERC 

authorization t o  construct the Gulfstream Project, Gulfstream shall prepare a report 

to Shipper on the proposed construction milestones, financial milestones, and 

closing dates, and the in-service date of the Gulfstream Project. Gulfstream shall 

provide Shipper with updates to  such report every sixty (60) days thereafter. 

Notwithstanding Gulfstream's due diligence, if Gulfstream is unable t o  commence 

the transportation service(s'1 for Shipper as contemplated herein by the Plant tn- 

Service Date, Gulfstream will continue t o  proceed with due diligence to complete 

construction of such necessary pipeline and other facilities, and commence 

transportation service($) for Shipper at  the earliest practicable date thereafter. 

(b) Pipeline Construction. If Gulfstream is unable to complete the 

construction of such pipeline and other facilities and commence the firm 

transportation serviceis) contemplated herein by the Plant In-Service Date, 

Gulfstream will continue t o  proceed with due diligence to complete construction of 

such pipeline and other facilities, and commence such transportation service(s1 for 

Shipper at  the earliest practicable date thereafter. 

6. Conditions Precedent. 

The commencement of transportation serviceIs) under the Service 

6 
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Agreement, and Gulfstream's and Shipper's respective rights and obligations 

hereunder and under the Service Agreement, are expressly made subject t o  the  

satisfaction of each of  the following conditions precedent; provided, however, that 
c 

each such condition may be waived in writing by t h e  Party on whose behalf the 

condition is imposed: 

(a) Conditions Precedent Imposed On Behalf Of Gulfstream: 

(i) Receipt and acceptance by Gulfstream, no later than June 1 ,  

2001, o f  all necessary authorizations required by the FERC and 

all other governmental or regulatory agencies having jurisdiction 

for the construction, ownership and operation of the Gulfstream 

Project by Gulfstream and the provision of transportation 

service(s) consistent with the terms and conditions of this 

Agreement. It is expressly understood that all such 

authoriraltions shall be in form and substance acceptable to 

Gulfstream and shall be final and no longer subject t o  appeal or 

rehearing; provided, however, Gulfstream may waive the 

condition that any of such authorizations be final and no longer c 

subject tu appeal or rehearing. 

(i i)  Receipt and acceptance by Gulfstream of a financial 

commitment or commitments from financial institutions, on 

terms acceptable t o  Gulfstream, in its sole discretion, for the 

financing necessary for Gulfstream t o  construct the Gulfstream 

Project, kly no later than thirty (30) days after the later of ( 1  I 

the date Gulfstream receives the 18 month notice provided for 

in Subparagraph 41b) or (21 the date set forth in Subparagraph 

6(b)(ii). 

Issuance by the FERC of a preliminary determination on the non- Ii i i l  

7 
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environmental aspects of the Gulfstream Project, by no later 

than Juine I ,  2000. 

Mutual agreement by Gulfstream and Shipper, by no later than 

the date Gulfstream receives the 18 month notice provided for 

in Subparagraph 4(b), on the creditworthiness requirements 

consistent with Gulfstream's FERC Gas Tariff that Shipper will 

be required t o  satisfy upon execution and delivery of the Service 

Agreement ( the "Agreed Creditworthiness Requirements"). 

Ibl Conditions Precedent Imposed On 8ehatf Of  Shipper: 

(i) Gulfstream has in good faith, on or before ninety (90) days 

( i i )  

( i i i )  

following execution and delivery of this Agreement by Shipper, 

made its initial filing with respect t o  the  Gulfstream Project as 

such filing is described in Paragraph 2 hereof. 

Receipt and acceptance by Shipper in a form satisfactory to 

Shipper, no later than December 31, 2001, of all necessary 

authorizations required by al t governmental or regulatory 

agencies having jurisdiction for the construction, ownership and 

operation of the Plant by Shipper. I t  is expressly understood 

that all such authorizations shall be in form and substance 

acceptatlle to Shipper and shall be final and no longer subject to 

appeal or rehearing; provided, however, Shipper may waive the 

condition that any of  such authorizations be final and no longer 

subject t o  appeal or rehearing. 

Receipt and acceptance by Shipper of a financial commitment or 

commitments from financial institutions, on terms acceptable t o  

Shipper, in its sole discretion, for the financing necessary for 

Shipper tu construct the Plant, by no later than the later of 4 1) 

8 
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the date Gulfstream receives the 18 month notice provided for 

in Subparagraph 4(b) or (2) the date set forth in Subparagraph 

G(bl(ii1. 

Gulfstream has received its preliminary determination on the 

non-environmental aspects of the Gulfstream Project from the  

FERC by no later than June 1, 2000. 
c 

Within twenty (20) months foltowing Gulfstream's filing of its 

application(s) for authorizations from the FERC t o  construct, 

own and operate lor cause to  be constructed and operated) the 

Gulfstre'am Project and to render the transportation service(s) 

contemplated in this Agreement, Gulfstream shall have obtained 

all such authorizations. 

Gulfstream has in good faith commenced and diligently 

continued substantial construction of the Gulfstream Project by 

no later than September 1, 2001. 

(vii) Gulfstreem has completed construction of the  pipeline facilities 

and stands ready and able to begin and, if requested, begins the 

transportation service(s) contemplated herein on or before the 

Plant In-Service Date. 

(viii) Within ninety (90) days of Shipper's selection of a financial 

institution, such financial institution has approved this 

Precederit Agreement and the Service Agreement which 

selection shall occur no later than ninety (90) days before date 

Shipper satisfies or waives the condition precedent set forth in 

Subparagraph Glb)(iii). 

Mutual alareement by Gulfstream and Shipper, by no later than 

the date Gulfstream receives t h e  18 month notice provided for 

9 
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c 

c 

7 

in Subp,aragraph 4(bJ, on the creditworthiness requirements 

consistent with Gulfstream's FERC Gas Tariff that Shipper will 

be required to satisfy upon execution and delivery of the Service 

Agreement (the "Agreed Creditworthiness Requirements"). 

7. Rates and Rate! Desiqn Methodology. The rates to be charged 

pursuant to the Service Agreement will reflect the following principles: 

(a) Shippers electing recourse rates will agree to pay such rates, subject 

to changes determined by FERC from time to time. Recourse rates will be the rates 

filed with and approved by the FERC, pursuant to  the Natural Gas Act or successor 

legislation. 

(b) Shippers electing negotiated rates will agree to pay such rates without 

regard to any action or determination of the FERC with respect to the proposed 

recourse rates. 

8. Representations and Warranties. 

(a) Gulfstream. Gulfstream represents and warrants that 0) it is duly 

organized and validly existing under the laws of  the State of Delaware and has all 

requisite legal power and authority to execute this Agreement and carry out the  

terms, conditions and provisiions hereof; ( i i )  this Agreement constitutes the valid, 

legal and binding obligation of Gulfstream, enforceable in accordance with the 

terms hereof, (iii) there are no actions, suits or proceedings pending or, to 

Gulfstream's knowledge, threatened against or affecting Gulfstream before any 

Court or administrative body that might materially adversely affect the ability of 

Gulfstream to meet and carry out its obligations hereunder; and (iv) the execution 

and delivery by Gulfstream of this Agreement has been duly authorized by all 

requisite limited liability company action. 
c 

(b) Shipper. Shipper represents and warrants tha t  ( i )  it is duly organized 

- 
10 
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and validly existing under the  laws of the State of Delaware and has ail requisite 

legal power and authority to execute this Agreement and carry out the terms, 

conditions and provisions hereof; (ii) this Agreement constitutes the  valid, legal and 

binding obligation of Shipper, enforceable in accordance with the terms hereof, (i i i)  

there are no actions, suits o r  proceedings pending or, t o  Shipper’s knowledge, 

threatened against or affecting Shipper before any Court or administrative body 

that  might materially adversefy affect the  ability of Shipper to meet and carry out 

its obligations hereunder; (i,v) the execution and delivery by Shipper of this 

Agreement has been duly authorized by all requisite limited partnership action, and 

(v) upon execution and delivery of the Service Agreement, Shipper will satisfy the 

Agreed Creditworthiness Requirements. 

9. Term. This Agreement shall become effective when executed by both 

Gulfstream and Shipper, and shall remain in effect unless and until terminated as 

hereinafter provided. 

(a) Termination of Precedent Agreement. In the event each of the 

conditions precedent set forth in Paragraph 6 above has not been satisfied or 

waived by the Party on whose behalf such condition is imposed by the date 

specified in such Paragraph, then such Party may terminate this Agreement by 

giving written notice of termination t o  the other Party within thirty (30)  days of 

c 

such date. 

(b) Commencemerit of Transportation Servicels). If this Agreement is not 

terminated pursuant to  Paragraph 9Ia) above, then this Agreement will terminate by 

its express terms on the date of commencement of transportation service(s) under 

the Service Agreement, and thereafter Gulfstream’s and Shipper’s respective rights 

and obligations related to the transactions contemplated herein shall be determined 

pursuant to the  terms and conditions of the Service Agreement and the  terms and 

conditions of  Gulfstream‘s FERC Gas Tariff, as in effect from time to time. 

11 
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( c )  Commercial R,easonablenes. Notwithstanding the foregoing, Shipper 

shall have the right t o  terminate this Agreement if Shipper determines in good faith 

that  it is not commercially reasonable to design, construct, own and operate a 

natural gas fired electric generating plant in St. Lucie, Florida. Shipper shall exercise 

such right to terminate by notifying Gulfstream of its determination in writing on or 

before the later of (1 )  the da te  Gulfstream receives the 18 month notice provided 

for in Subparagraph 4(b) or (2) the date set forth in Subparagraph G(b)(ii). 

1 0. Financing Parties' Requirements; Lien Waivers And Assignment. Each 

Party acknowledges that th,e other Party will borrow certain funds from such 

Party's Financing Parties for, in the case of Gulfstream, the construction of the 

Gulfstream Project, and, in the case of Shipper, the construction of the Plant and 

that, as a condition to makhg loans to a Party, such Party's Financing Parties may 

from time t o  time require certain documents from the other Party. "Financing 

Parties", with respect t o  a Party, means the lenders, security holders, investors, 

export credit agencies, multilateral institutions, equity providers and others 

providing financing or refinancing to or on behalf of Gulfstream, for the 

development, construction, ownership, operation and maintenance of the  

Gulfstream Project or any portion thereof, or, to or on behalf of Shipper, for the 

development, construction, ownership, operation and maintenance of the Plant or 

any portion thereof, or any 1:rustee or agent acting on behalf of any of the 

foregoing. In connection therewith, each Party agrees to furnish t o  the other 

Party's Financing Parties, such written information, certificates, opinions, copies of 

invoices and receipts, lien waivers (upon payment), affidavits and other like 

documents as the other Part:y's Financing Parties may reasonably request. Upon 

the request of the  other Party's Financing Parties, as a condition precedent to the 

other Party's Financial Closing, each Party shall state in writing, if required, 

I2 
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whether or not it is satisfied with t h e  other Party's performance hereunder to that  

date. "Financial Closinq", with respect t o  each Party, shall mean that all of the 

following events shall have occurred (which events may occur over a period of  

time] with respect to the Gulfstream Project, in the case of Gulfstream, or the  

Plant, in the case of Shipper: (i) the Financing Documents have been fully 

executed (which documents may be executed over a period of time) which together 

provide for financing for the Gulfstream Project, in the  case of Gulfstream, or the  

Plant, in the case of Shipper, in an amount and on the terms acceptable to Shipper 

or Gulfstream, as the case may be; Iii) all conditions precedent t o  the initial 

availability of  funds under the Financing Documents referred to in the preceding 

clause ( i )  have been fulfillecl or waived and the first draw thereunder has been 

made by Shipper or Gulfstream, as the case may be; and lii) Shipper or Gulfstream, 

as the case may be, has received commitments for such equity as is required by 

such Party and satisfies the requirements of such Party's Financing Parties. 

"Financing Documents" shall mean all the loan agreements, notes, indentures, 

securities, debt instruments, bonds, security agreements, swap agreements, letters 

of credit and/or other documents relating to the financing (including refinancing) of 

the  Gulfstream Project or ariy part thereof or the Plant or any part thereof, as the 

case may be. 

Each Party shall prorriptly execute any additional documentation as may be 

mutually agreed on form and substance, reasonably requested by the other Party's 

Financing Parties, including, but not limited to, documents evidencing such Party's, 

and if required, such Party's, Financing Parties' consent to assignment of  this 

Agreement as a security t o  the other Party's Financing Parties. 

In t h e  event of Shipper's default under this Agreement, Shipper's Financing 

Parties shall have such right to cure Shipper's default as Gulfstream's Financing 

Parties agree to. In that regard, Shipper's Financing Parties shalt have (i) thirty (30) 
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days from the date notice of default is delivered to Shipper's Financing Parties to 

cure such default if such default is the failure to pay amounts to Gulfstream which 

are due and payable under this Agreement or ( i i )  not fewer than ninety (90) days to 

cure such default if the breisch or defauft cannot be cured by the payment of 

money to Gulfstream so long as Shipper's Financing Parties or their designee shall 

have commenced t o  cure the default within such ninety (90) day period and 

thereafter diligently pursues such cure t o  completion and continues to perform any 

monetary obligations under this Agreement and all other obligations under this 

Agreement are performed bmy Shipper or Shipper's Financing Parties, I f  possession 

of the Plant is necessary to cure such breach or default, and Shipper's Financing 

Parties declare Shipper in dc!fault and commence foreclosure proceedings, Shipper's 

Financing Parties will be allciwed a reasonable period to  complete such proceedings. 

If Shipper's Financing Parties are prohibited by any court order or proceedings from 

curing the default or from commencing or prosecuting foreclosure proceedings, the 

foregoing time periods shall be extended by the period of such prohibition. 

Gulfstream further agrees to, perform its obligations hereunder for the benefit of 

Shipper's Financing Parties in the event of Shipper's default under this Agreement 

or under Shipper's Financing Documents, provided that  Shipper's Financing Parties 

shall have cured all defaults of Shipper's obligations hereunder and shall have paid 

all amounts then due, including costs to cure. In such event, Shipper's Financing 

Parties (or its assignee) shall have the  right and obligations of Shipper under this 

Agreement. 

Except as expressly psermitted in this Agreement, neither Party shall assign 

this Agreement or any porticin hereof, or any of its rights or obligations hereunder, 

whether by operation of law or otherwise, without the prior written consent of the 

other Party. This Agreement shall inure to the benefit of, and be binding upon, the 

successors and permitted assigns of the Parties. 

14 

i 



c 

c 

* 

c 

c 

FPSC Docket No. 000289-~u 
Panda Midway: White 
Exhibit (DEW-4) 
Page 15 o f  21 

Notwithstanding the foregoing, Shipper shall be entitled to assign this 

Agreement and i ts  rights herein without t h e  consent of Gulfstream to any of 

Shipper's affiliates that satisfies the Agreed Creditworthiness Requirements and 

that has a direct interest in the Plant. In addition, each Party hereby consents to 

the granting of a security interest in and an assignment by the other Party of this 

Agreement and its rights herein to the other Party's Financing Parties and their 

successors, assigns and designees in connection with any financing or refinancing 

related to the development, construction, operation and maintenance of the Plant 

or the  Gulfstream Project, i3S the case may be. Each Party shall enter into a direct 

agreement with the  other Party's Financing Parties if requested by the other Party 

to evidence such consent and the  other rights and remedies of the other Party's 

Financing Parties in connection with this Agreement. Each Party shall execute such 

documents and instrument$ as requested by the other Party to evidence the 

security interest of the o thw Party's Financing Parties in the other Party's rights 

hereunder. In furtherance of the foregoing, each Party acknowledges that the other 

Party's Financing Parties may under certain circumstances assume the interests and 

rights of the other Party unlder this Agreement. 

Each Party acknowledges tha t  the other Party's Financing Parties may under 

certain circumstances foreclose upon and sell, or cause t he  other Party to sell or 

lease the Plant, in the case of Shipper, or the Gulfstream Project, in the case of 

Gulfstream, and cause any new lessee or purchaser of the Plant or t h e  Gulfstream 

Project, as the case may be, to assume all of the interests, rights and obligations of 

the other Party arising under this Agreement. In such event, each Party agrees to 

seek its Financing Parties' consent to  the assignment by the other Party and the 

other Party's Financing Parties of this Agreement and its rights herein to such 

purchaser or lessee. 

Each Party agrees that the  other Party's Financing Parties are intended to be 

15 
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a third party beneficiary of this Paragraph 10. In that regard, each Party will not 

after the other Party’s Financial Closing, without the prior written consent of the 

other Party’s Financing Parl:ies, amend or modify this Paragraph 10 in any respect. 

11 .  Modification or Waiver. 

No modification or waiver of the terms and conditions of this Agreement 

shall be made except by the execution by the Parties of a written amendment to 

this Agreement. 

12. Notices. 

All notices, requests, demands, instructions and other communications 

c 

3 

c 

required or permitted to be given hereunder shall be in writing and shall be 

delivered personally or mailed by certified mail, postage prepaid and return receipt 

requested or by facsimile, as follows: 

I If to Gulfstream: 
Gulfstream Natural Gas System, L.L.C. 
500 Renaissance Center 
DcFtroit, Michigan 48243 
Attention: Stanley A. Babiuk 

Telephone: (31 3) 496-5653 
Facsimile: (3 1 3) 496-5052 

Senior Vice President 

If :to Shipper: - 
Panda Midway Power Partners, LP 
4100 Spring Valley 
Suite, 1 00 1 
Daltas, Texas 75244 
Attention: James L. Adams, Jr. 

Vice President - Fuel 
and Power Services 

Telephone: (9721 980-7 1 59 
Facsimile: (972) 980-68 1 5 

or to such other place within the United States of America as either Party may 

designate as to itself by written notice to the  other Party. All notices given by 

16 
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personal delivery or mail shall be effective on the date of actual receipt a t  the 

appropriate address. Notice given by facsimile shall be effective upon actual 

receipt if received during recipient's normal business hours or at  the beginning of 

the next business day after receipt if received after the recipient's normal business 

hours. 

13. Limitation of Liability. Shipper agrees that any and all claims, 
c demands and causes of action that it may bring against Gulfstream shall be limited 

to the assets of Gulfstream. Execution of this Agreement does not bind any 

Member of Gulfstream or any of its affiliates or require any Member of Gulfstream 

c 

or any of its affiliates to undertake any obligation in connection with this 

Agreement. Accordingly, Shipper waives its rights t o  proceed against the Members 

of Gulfstream or any of  their respective affiliates. Shipper and Gulfstream further 

agree that neither Party shall be liable to the other Party for consequential, 

incidental, indirect or punitive damages, whether arising in contract, tor t  or 

otherwise. 

c 

c 

14. No Third Perscin Beneficiary. Except as otherwise provided in 

Paragraph 10 in respect of each Party's Financing Parties, this Agreement shall not 

create any rights in third parties, and no provision hereof shall be construed as 

creating any obligations for the benefit of, or rights in favor of, any person or entity 

other than Gulfstream and !Shipper. 

15. Governinq Lay. THE CONSTRUCTION, INTERPRETATION, AND 

ENFORCEMENT OF THIS AGREEMENT SHALL BE GOVERNED BY THE LAWS OF 

THE STATE OF DELAWARE, EXCLUDING ANY CONFLICT OF LAW OR RULE 

WHICH WOULD REFER ANY MATTER TO THE LAWS OF A JURISDICTION OTHER 

THAN THE STATE OF DELAWARE. 

16. Multiple Counterparts. This Agreement may be executed by the 

Parties in any number of counterparts, each of which shall be deemed an original 

17 
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instrument, but all of which shafl constitute but one and the same agreement. 

Effect of lnvallid Provision. Except as otherwise expressly stated 17. 

herein, in the  event any prclvision contained in this Agreement shall for any reason 

be held invalid, illegal or menforceable by a court or regulatory agency of 

competent jurisdiction by mason of a statutory change or enactment, such 

invalidity, illegality or unenforceability shall not affect the remaining provisions of 

this Agreement. 

1 8 .  Confidentiality. Except as hereinafter provided, neither Gulfstream nor 

Shipper, nor their respective affiliates, directors, officers, and employees, advisors 

and representatives shall disclose to any third person (other than each Party's 

Financing Parties as required by Paragraph 10) the terms and conditions of  this 

Agreement, without the other Party's prior written consent to such disclosure. 

This Paragraph 18 shall not apply to disclosures that, in the opinion of Gulfstream's 

or Shipper's counsel, as the case may be, are required by state or federal laws, 

rules or regulations or are required by the FERC in respect of the  Gulfstream Project 

or by the Florida Public Service Commission in respect of the Plant (in which case, 

the Party so required to  make such disclosure shall advise the other Party prior to 

such disclosure and, if requested by the other Party, shall use every effort t o  

maintain the confidentiality of this Agreement, including, without limitation, seeking 

a protective order). The disclosure of any information pertaining t o  this Agreement 

within Gulfstream's or Shipper's internal organization (including affiliates) and 

within the organization of any third person t o  which disclosure is authorized by 

Gulfstream or Shipper shall tre limited to those personnel whose duties require their 

review or counsel with respect t o  this Agreement and the Party making such 

disclosure shall instruct such personnel to maintain the confidentiality of this 

Agreement. 

19. Entire AQreemerIJ. This Agreement and the Attachments hereto 

18 
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constitute the entire agreement between the Parties with respect t o  the  subject 

matter hereof, superseding any and all prior negotiations, discussions, agreements 

and understandings, whether oral or written, relating to such subject matter. 

IN WITNESS WHEREOF, the Parties have caused this Agreement to be duly 

executed in multiple originals by their duly authorized officers as of  the  date first 

written above. 

L.L.C. 

\ 

GULFSTREAM NATURA1 GAS SYSTEM, 

F+ 
PANDA MIDWAY POWER PARTNERS, LP 

19 
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TO 

PRECEDENT AGREE,WhT 

This First Amendment to Precedent Agreement ("First Arnendm em"), is made and entered 

into a5 of this 20th day of April: 2000, by and between Panda Midway Power P m e r s ,  LP: a 

Delaware limited pmership (''W), and Gulfmeam ? J a m  Gas System, L.L.C., a limited 

liability company formed u n ~ I e r  the laws of the State of Delaware ("Gulfmesm") (hereinafter 

Shipper and Gulfstream are somerimes rcfmed to individually as a "&&I' or collectively as the 

"&law)* 
WHEREAS, Shippa a . d  Gulfstream mtered into a Prectdent Agreement dated as of October 

5 ,  1999 [the "Prectdtn t Ageen-"), ~ ? t h  respect to natural gas transportation scnicc(s) utilizing 

the Gulfmeam Project (as such rem is d e h e d  in the Precedent Agreement) to a naiural gas fired 

electric generating plant which. Shipper intends to design. conmct ,  own and operate in St. Lucie 

Counp. Florida. 

WHEREAS, Shipper and Gulfnsarr. desire to amend the Precedent Agreeme?,; 9s hereinafter 

set forth. 

NOW THEREFORE. i:n considera5on of the  mutual covenants and agrttments contained 

hercin. and intending to be bound. Shipper and Gulfztream agree as follows: 

1. ExIibit -4 to Atbchment 1 tc ~e Precedent Agrczmmt ("Exhibit -4'') is amtndcd by 

changing the Cmaacttd Capcity and the Total Delivep PoinT MDQ from -'141.660 

DWd" to "200.000 Dtbd" and Exhibit B io Attachment 1 to t h e  Precedent 

Agreement is miended by tF..ging the Quantity from ''14 I .660 Dtbr'd" to "200,000 

1 
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Dthld". 

2. Exhibit A to .Attachment I to the Precedent Agrement ("fihibit -4") is m e r  

amended by clnmging a11 references therein to footnote (I) to footnote (2) and by 

adding a new footnote (I  1 which reads as follows: 

Wirhin one hundred a d  eighty (1 80) days of the Plant In-Service Date 
Shipper may requesr a decrease in the Contracted Capacity from 200,000 Dth 
per day to a quantity which shall be no Iess thm 150,000 Dth per day. 

3. The Precedent Agreement is amended only as hereinbefore provided. In all other 

respects, the Precedent Agrement is confirmed and shall continue ir! f idI  force and 

effect. 

4. This Firsr Amtiidment may be executed in any number of counterparts, all of N-hich 

shall be considwed together a5 one instrument. 

fi* WITNESS WHEREOF, the Parties have caused thiz Fkst Amendment to bc duly executed 

in multiple originals by their duly authorized officers as of the dste first above uriaen above. 

GULFSTREAM YATtiRxL GA$ SYSTEM, L.L,C, 

B Q 
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LE’ITEE OF INTENT 

between 

Elorida Gas Transmission Company 
and 

Midway Power Partnen, LP* 

, is 
executed by and between Florida Gas Transmission Company (”FGT’), whose mailing 
address is P.O. Box 1188, Houston, TX 7725 1-1 188 and Midway Power Pamers, L.P. 
(“MPP”), whose mailing address is 4100 Spring Valley, Suite 1001, Dallas, TX 75244. 
This LO1 sets fotth the und,erstmding between the Parties (as hereinafter defined) for the 
negotiation of an intemiptible transportation agreement and an agreement for 
interconnection of the intn-state pipeline hcilities of FGT and a 1000 megawatt power 
plant to be constructed by MPP in St. Lucie County, Florida (the L6 Ageemem”). 

This Letter of htmt rLUr’) dated effective as of 

1. MPP and FGT are herein refemd to collectively as “Parties” and individually u 
“Party.” The Parties hereby a g e t  to cooperate until April I ,  2001, to negotiate and 
attempt to finalize the definitive Ageernents. THIS LO1 IS MEXELY hTEhZ)ED TO 
EXPRESS THE DESIRE OF THE P-ARTES TO FiiGOTLATE ONE. ORE MORE 
TIMNSACTIONS THAT N X L  BE FNALWED IN WRITTEN AGREEMENTS AT A 
FUTURE TIME. THTS LO1 DOES KOT ITSELF CREATE AW BINDING 
OBLIGATION FOR EITHER PARTY TO ENTER N O  AGREEMENTS WTH THE 
OTHER PARTY AND IT SHALL KOT BE CONSTRUCED AS h BXI’?SDING 
CONTUCT.  Any comn~itinent or agreement is subject to satisfacory negotiation and 
execution by April 1, 200 1 of mutually acceptable definitive Agreements, and the approvd 
of PvPP’s management and FGT’s management, and financial d05hg (with funding) of 
W P ’ s  St. Lucia power plant project 

2. The Parties shall cooperate in the development and shering of ail information 
reasonably necessary for thi: ntzoriation and execution of the Xgr tnen t s .  It is hereby 
agreed that all such information shall be governed by that cerrain Confidentiality 
Agreement dated as of M y ,  1998 beNeen FGT and its Miliares and MPP. Wkh respect 
to information obtained from or furnished by third parties, no represexation or warranty is 
made by FGT or MPP with respec: to  the accuracy, completeness or veracity of any of 
such information. 

3. This LOT will be eFec:ic.e from the execution hereof until the earlie: of (i> the 
execution of rhe Asreements that supersede and replace this LO11 or $1 XpriI 1, 2001; or 
(iii] written notice by either pany of irs intent to terminate this LOI. In the event the 
Agreements are not executed by the Parties on or before A p d  1, 2001, ths LO1 shall 
terminate. Upon termination, neither Party shall have any obiipxion to the other 
hereunder. 

1 
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4. TWIS LO1 SKALL BE CONSTRUED AND UNDER THE 
LAWS OF THE STATE OF TEXAS (EXCLUSIVE OF ANY CONFLICT OF LAW 

PROVIDED THAT ANY PROVISION OF SUCH LAWS INVALIDATING ANY 
PROVISION OF THIS LOX OR MODWlNG THE INTENT OF FGT AND MPP AS 
EXPRESSED IN THE TERMS OF THIS LOI, SHALL NOT APPLY. Neither FGT nor 
MPP shall be entitled to assign this LO1 without the other's prior written consent, which 
consent shall not be unreasonably withheld. This LO1 is for the benefit of FGT and MPP 
and is not intended nor shall it be construed to confer any rights or any benefits upon 
persons other than FGT or MPP. 

PRovIsrms WCIZTLS APPLY T E ~ ~ E  LAW OF m o m  JURISDICTION), 

5. No change, amendment or modification of this LOT shall be valid or bindig upon 
the Parlies hereto unless such change, amendment or modification is in writing and duly 
executed by the appropriately authorized representatives of all Parties hereto. 

6. 
responsibility or role that any Party may have had in the drafting of this LOI. 

No presumption shall operate in favor of or against any Party as a result of any 

c 

c 

7. 
partnership between the Parties. 

Nothing contained in this LO1 shall be construed as constituting a joint venture or 

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

9. No oral agreement or conversation with any officer, agent or employee of any 
Party, either before or after the execution of this LOI, shall affect or modify any of the 
terms or obligations herein contained. This LO1 constitutes the entire agreement between 
the Parties hereto and no changes, alterations or modihations hereof shall be effective unless 
in writing and signed by the duly authorized representatives of the Parties. 

10. AI Parties must give prior consent to the issuance of any press release, 
advertisement, publicity rnateiial, prospectus, financial document or similar matter or to 
the participation in a media interview which mentions or refers to the Agreements or this 
Lor. 

2 
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IN WITNESS WHE=REOF, eacfi of the Parties hereto has caused this LO1 to be 
cxecuted as of the date md year written below, but effective as set forth hereinabove. 

MIDWAY POWER PARTNERS, L.P. 

by: p h a  M I u H  l,tLC ,itsgeneralpartner - 

FLORIDA GAS TRANSMISSION COMPANY 
n I 
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LETTER OF INTENT 

between 

Koch Energy Trading, fnc. 
and 

Prtnda Midway Power Partners, L.P. 

This Letter of Intent (Tor’) dated effective as of the a& day of 2000, is 
executed by and between Koch Energy Trading, hc. (‘KEY’), 
Plaza, Howton, Texas 77046 and Panda Midway Power Partners, LP. (%mid’), whose 
mailing address is 4100 S@g Valley, Suite 1001, Dallas, TX 75244. This LO1 sets 
forth the undmtandimg between thc Parties (as hereinafter dehed) for the negotiation of 
an agreement for the supply of natural gas (%as Supply Agreement’’)). KET and Panda 
?e herein referred to collectively as ‘Cpiufies’’ and iddividually as ‘Tarty.” 

1. The Parties hereby agree to cooperate until September 30, 2001, in good 
faith, to negotiate and atrenipt to finalize a d e u t i v e  Gas Supply Agreemat. Panda has 
set forth its proposal for gas supply on the term sheet attached as Exbibit “A.” Such 
terms are for use in negotiations only and neithcr party shall be bound to such terms 
unless and until execution and delivay of  a fmal defmitive Gas Supply Agetmcnt. 

2. The P d e s  shall cooperate in the exchange of information reasonably 
re4uired to be exchanged for the negotiation and execution of the Gas Supply Agrermwt. 
It is hereby agreed that all: such information shall be maintained in confidence by the 
receiving party. 

3, This LO1 will be effective &om the execution hereof until the tarher of (i) 
the execution of an Gas Supply Agreement that supersedes and replaces this LOI; OF (ii) 
September 30, 2001. In the event the Gas Supply Ageement is not executed by the 
Parties on or befbre September 30,2001, this LO1 shall terminate, and neither Par& shall 
have any obligation to the other hereunder. 

4. No action, course of conduct or failure to act by KET or Panda, prior to 
t h e  execution of a dehitive Gas Supply Agreement, will give rise to or serve as a basis 
for any obligation or other habiliry on the part of KET or Panda. Any commiment or 
agreement is subjcct to satisfactory ncgotiaiion and execution by September 50,2001 of a 
mutuaUy accqtablc de*tive agrement, and the approval of KET’s management and 
Panda’s management, and h c i d  closing (with fuadhg) of Panda’s Midway power 
plant project. 

5 .  This LO1 shall be consmed and interpreted under the laws of the State of 
Texas (exclusive of any cunf2ict of law provisions whichvwould apply the law of another 
jurisdiction), provided that any provision of such laws *validating any provision of this 
LO1 or modifying the intc.nt of KET and Pan& as expressed in the t a m s  of this LOI, 
shall not apply, Neither KET nor Panda &all be entitled to assign this LO1 without the 
ofher’s prior written conscat, which consent shall not be unreasonably withheld. This 

1 
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LO1 i s  for the benefit of KE!T and Panda and is not intended nor shall it be construed to 
confer any rights 'or any benefits upon persons othw than KET 01 Panda 

6. No change, 8amenbnent or modification, of this LO1 shall be valid or 
binding upon the P d e a  hrxeto unIess such change, mmdmmt or modification is in 
writing and duly executed by the appropriately authorizd representatives of a l l  Parties 
h-. 

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

8.  Nothing contained in this LO1 shall be construed as coxrstituting a joint 
venture or pmership between the Parties. 

9. The failure of  any P w  to insist upon or ,enforce, in any instance, strict 
perfomancc by any other P2rt-y of any pro*&ion or to exercise any right herein conferred 
shall not be construed as a waiver or relinquishment t o  any extent of its right to assert OT 
rely upon any such provision or rights on any future occasion. 

10. No oral agreement or conversation with any officer, agent or employee of 
any P a t ,  either before or after the execution of this LOI, shall affect or modify any of 
the terms or obligations herein contained. This LOX constitutes the e n t i e  agreement 
between the Parties hado land no changes, alterations or mocWcations hereof shall be 
cfftctive unitss in Writing mi signed by the duly authorized representatives of the Partics. 

11. All Parties must give prior consent to the issuance of any press release, 
advertise men^ publicity mat:erial, prospectus, h a n d  document or 
the participation in a media inteMew which mcntions or refcrs 
Agreement or this LOI. 

Simi lar  
to the 

IN WITNESS WHEILEOF, each of the Parties hmto has caused this LO1 to be 
executed as of the date and year written below, but effective as set forth hereinabove. 

+ 
Panda Midway Power Parlners, L.P. 
By Panda Midway I, LLC 

Koch Energy Trading, h c .  

By: 

L, 

2 



I FROM {KOCH ENERGY TRRDXNG INC 

c 

April 18,2000 

Mr. Chris Fjscher 
Koch M g y  Trading, Inc. 
20 East Gremway Plaza 
Houston,Tx 77046 

Re: 

Dear Chris: 

d 

c 

c 
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PANDA Eh 
INTERNATIONAL, INC. 
The Global Power Company 

EXHIBIT "A'' 

T m  Sheet for Firm Gas Supply Transactions 

This Temt Sheet outtjnes the principal terms and conditions of a proposed GISB Short 
Term Natural Gas Furchase and Sale Ageanent rGISB") between Koch Energy 
Trading, Inc. ("KET") and the Panda Midway Power Partners, LLC.  Project near 
Midway, Florida {"PMPF') and Panda Leesbwg Power Partners, L.L.C- project near 
Leesburg, Florida (IIPLPP'') {herein referred to as the "Project", "Projects" or "Buyer") 
under which Supplier will sell natural gas to the Projects on a firm bask The Projects 
intend to use such gas for e.Ie&c generation. 

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

PrinciDal Term 

Type of Service: 

Type of Contract: 

Quantity: 

Maximum Daily Quantity: 

T m :  

Firm Gas Supply 

GI[SB w/SpeciaI Conditions 

A!; negotiated on Transaction Canfirma~on 

1010,000 MMBtu/d 

Two years initid, with evergreen provision and a Buyer's right of 

4100 Spring Valley Road, Sufk 1001, Dallas, Texas 75244 
PHONE - rnySSanS9 FAX - 9rn8-15 

c 



start Date: 

Delivery Polnts: 

Buy Back Option: 

Price: 

Conditions Precedent: 

Obligation: 
i -  

Coddentitiality : 

l -  
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PANDA EN1 
INTERNATIONAL, INC. 
The Global Power Company 

Erst refusal for any proposed changes to the GTSB or Special 
Conditions requested by Supplier. 

Effective at  the be@hing of the Projects test gas period 
(*'Facility Testing Date"), approxima&Iy October 1,2002 

At the Supplier's option, any of the following delivery points can 
be used: 
(A) FLPP/Gulfs.tream 
(TI) PMPP/Gulfstream 
(C) I?\/IPF/FGT 

In the event either Project is unable to receive gas that was 
committal on any day, Buyer may request to (i) in the casc of 
Gulfstream deliveries, move the dolivwy point between the 
Projects or Gi) sell the gas back to Supplier at a negotiated price 

As negotiascd on Transaction Confkmation 

, T h e  following conditions precedent to the GISB shall 

Project financing shku have been completed by 
November 1,2001, and 
The G d f s t r e h  pipeline shall be constructed and in 
s&ce by the Facility Testing Date. 

exist: 
(i) 

(ii) 

Supplier shall have fLn obligation to delivw quantitiss agreed to 
m ,  a Transaction C o h a t i o n  subject to the Cover Standard 
selected in the GISB agreement which will apply to all non- 
prxformancc events except Force Majeure events. In the event of 
Supplier's failure to deliver h n  gas, Supplier sball have the option 
to: {a) pay the cost to cover rcphcaent h gas, @) pay the cost 
tal cover replaccment 5 m  power, or (c) supply rcpIacment W 
power. 

Neither Supplier nor Buyer shall disclose to any third partiw, 
except for hmcial  advisors, Florida Public Service Commission 
(subject to FFSC coddcntiality rules) and consultants retain4 by 

4100 Spring Valley Road, Suite 1001. Dallas, Texas 75244 
PHONE - W m 7 l 5 9  FAX - 97ySao-Sel5 



Shcerel y, 

J. L. Adams, Jr. 
Vice President - Fuels 
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PANDA ENE 
INTERNATIONAL, XNC. 
The Globd Power Company 

Biiyer for the purpose of evaluating andlor implementing this 
tm~~ac t ion ,  or make any public representations or a n u o ~ r m t n t s  
relating to this Term Sheet, the pricing contained in it, or the tcnns 
di::cussed, without the prior approval of  the other party. 

4100 Spring V d q  Road, Suite loD1, Dallas, Te*as 7524.4 
PHONE - 977@8&7l59 FAX - 973!9sOaSXS 

! -  
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U n E R  OF L;vrLVl 

This Letter of Intent (''Lor') dated effactive as of April - 2000, is exccured by and 
between Noble Gas :Mmketing, Iuc. ("Noble"), whose maiting sddrcss is 350 
Glwborough, Suits 180, Houston, TX 77067 and Panda Midway Power Partners, L.P. 
("Penda'3, whose m d h g  address is 4100 Spring Valley, Suite 1M31, Dallas, TX 75244. 
Thh LO1 sm firth the undcrsmding between the Parties @I hereidcr dcfinsd) for the 
negotiation of an agrecmmc for the supply of ndutal p ("Gas Supply Agrsemtnt'7- 
Neble d Panda are hcrcin referred to colectively as "Futiu" d mdividudly BS 
"Party." 

1. The Paaied bmby a p e  to coopaat8 until September 30, 2001, in good faith, IO 
negotiate and atrempt to findire a defhtive Gas Supply A m e n t .  Panda hu ret forth 
its pmposa1 for gas supply on the turn sheet &tached as Exhibit "A." Such t d m s  are for 
w t  in negotiatim only and neither party shall be bound to ouch terns unlegs and until 
execution and dclivmy of a find dafinitive Gas supply Agrtemmt. 

2. The Parties shall coolperate in the =change of information reasonably quired to be 
whangd for the negotiation and txeubn of the Cas Supply Agwment. It is hcreby 
agreed that all such information shall be maintain4 in ~~nf idcncc by the receiving party. 

3. This LOI wili be dkctive Wrn the execution hereof until the e a r k  of (i) the 
exeeutioa of an Gas Supply Agreement that oupemeda and feplnces tbis LOI; or  (ii) 
September 30,2001. In the went the Gas Supply Agreement is nor executed by the 
Parth w or bdim Seplnmber 30,2001, thh LOT sbdl tcnninatc, 4 neither Party shnll 
have MY obligution to the o k  hereunder. 

4. No d o n ,  come of conduct or fail- to aet by Noble br Panda, prior to the 
exeutiori uf e dchitivs Gas Supply Agresmsat, VlfU give rise to or sent 8s a bash fw 
any obtimon or 0th liability ~1 thc pare of Noble er Panda Any commitment or 
aptemmt is subject to Smtishctory negotiation and execlrtion by Sqtcmbsr 30,2001, of 
a m d l y  acceptsblc defiittve agreement, and tht qprovd of Xobls'r managemear and 
Pknda's mmagmnent, and financial closing (with W i n g )  of Panda's Midway powcr 
plant project 

5. This mK dull be wnsltued and intcrpretCd mdcr the laws of the Srak of Tmas 
(exclusive of my conflict of law pmvisions which would apply the law of anothm 
jurisdiction), provided tliat any provision of such laws invalidating any proriaion e€ this 
LOT or EnodiPying: the i n t a t  of Noble and Pmda a9 expmsrd in the terms of this LOI, 
shall not &ply. Xeichn Noble nor Panda shdl be sntitIcd to assim this LO1 without the 

1 
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o t h r ' g  prior written cansent, which consrnt shall me be um~~~onabiy  withheld. This 
LO1 iS fa t  ehc benefit of Noble and Panda and i s  not intended nor shall ir be consmed to 
canfcr an): rights or any lbcnefits upon persons olfier than Noble or Panda 

c 

6. No change, ammdmnt or mudificarian of rhis LO1 s M 1  be valid ac binding upon the 
Parties hemo unless such change, amendmmt or modification is in writing and duly 
exemad by &e lrpproprilRtcly authorized representatives of all Patties hereto. 

7. NO praurnprion shall uperstc in favor of or agiast my Party as a result o€ any 
responsibiIity or role that any P m y  may have had in the draffhg of this LOI. 

c 8. Nothing contained in. this LOX shdl be eonawed as wwituting a joint venmre or 
partnmhip between the Parties. 

9. The f&ure of any Party to ins& upon or e n k c ,  in any instance, strict p e r f o r r n ~ ~ ~  
by any other Pany of my provigion or to exercise my right herein conferred sball nor be 
can- as a waiver or retinquidmeat to any extent of its: right ta w e r t  or rely upon 
MY such pmvision or rigtie on any future occaion. 

11. AU Pmies must give prior con~ent to the issuance of any press release, 
advettisemsat, pubkity mstcriaS prospectus, hancial decument or similar matter or to 
the: participation in a m d i s  inteiricw which mentions or m f m  to the Gas Suppiy 
AgrGemeAt at dlis LUT. c 

By: &w 
bate: 

2 
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c 
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April 18,2000 

Mr. Bob Burleson 
Noble Gas Marketing, Inc. 
350 Glenborough 
Suite 180 
Houston, TX 77067 

Re: 

Dear Bob: 

c 

c 

I 
w 

! 

I 
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UVTERNATI,, .-- , c*. V I  

The Global Power Company 

Term Shect far Firm Gas Supply Transactions 

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

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

Principal Terms 

Type of Service: 

Type of Contract: 

Quantity: 

Maximum Daily Quantity: 100,000 MMBndd 

firm Gas Supply 

CfXSB wlSpecid Conditions 

A s  negotiated on Transaction C o d m a t i o n  

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

4100 Spring Valley Road, Suite 1001, Dallas, Texas 75244 
PHONE - 932193&7159 FAX - 9321980-6815 



c 

e 

Start Date: 

Delivery Points: 

Buy Back Option: 

Price: 

Conditions Precedent: 

2001 
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INTERNAI - - I . - -, - 

The Global Power Cornpimy 

first rehsal for any proposed changes to the GHB or Special 
Conditions requested by Supplier. 

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

.At the Supplier’s option, any of the following delivery points can 
‘be used: 
l(A) PLPPlGUlfstrem 
I@) PMPPlGulfStream 
(C) PMPPFGT 

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

,4s negotiated on Transaction C o b a t i o n  

The following conditions precedent to the GNB shall exist: 
(i) 

(ji) 

Project financing shall have been completed by November 
1,2001, and 
The Gulfstream pipeline shal1 be constructed and in sewice 
by the Facility Testing Date. 

Performance Obligation: 5hpplier s l id have fum obligation to deliver quantities agreed to 
in EL Transaction Confirmrttion subject to the Cover Standard 
selected in the GISB agreement which wilt apply to aI1 non- 
Irerfomance events except Force Majeure events. la. the event of 
5;uppher’s failure to deliver f h  gas, Supplier shall have h e  option 
t.0: (a) pay the cost to cover replacement h n  gas, (b) pay the cost 
tlo cover replacement firm powm, or (c) supply replacement firm 
Flower. 

Coddentiality : Neither Supplier nor Buyer shall disdose to any third parties, 
except for financial advisors, Florida Public Servjce Commission 
Csubject to FPSC confidentiality rules) and consultants retained by 

4100 Spring Valley Road, Suite 1001, Dallas, Texas 75244 
PHOHE - 9fwPSO-7159 FAX - 9721980.6815 

I 
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J Sincerely, @e- . L. dams, Jr. 
Vice President - Fuels 
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INTERNAT 
The Global Power Company 

Buyer for the purpose of evaluating andlor implementing this 
transaction, or make any public reprcscntations or announcements 
relating to this Tern Sheet, the pricing contained in it or the terms 
discussed, without the prior approval of the other party. 

I 

4100 Spring Valley Road, Suite 1001, ballas, Texas 75244 
RHONE - 972/980-7159 FAX - 972E9886814 
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c 

c 

c 

c 

c 

This bfwr of b r a t  ("LOP') dated effective as of April 20, 2000, is Executed by and 
b m  NUT En- B m h  (WUEB"], whose mailing addrws is 550 Routa 202-206, 
B d A u t q  New Jersey 07921 and Panda Midway Puwu Partam, L.P. (UPanda"), 
whose maiIing address is 4IOO Spring VaIIey, Suite lW1, Dallas, TX 75244. This LO1 
sets forth the undastpndmg betwen  the Parties (as htrrinaffer d&d) tbt the 
negotiation of B I ~  agreement for rht supply of natural gas (*Gas Supply Agreement"). [CP] 
and Panda am herein d e ~ d  to collmivdy 8s "Parti& and individdfy as ''Party.'' 

1. The Pad= hereby w e e  to cooperate until September 30, 2001, in good fhith, to 
ntgotizrta and attempt to finalize a dehitive Gas Supply Agretmerrt. Panda has set forth 
its proposal fir gas supply on the term shea attached as ExhM "A" Such terms arc for 
use in negotiations only and neither pw SUI be bound to such terms unless and urd1 
exeeution and delivery of a hal dtfinitive Gas SuppIy Agreemtnt. 

2. The Partics shall: cooperate in the #change of idonnation reasonab!y required to be 
exrhsngcd for the negotiation and e x d o n  of the Gas Supply Aptmerit, It is hmby 
a g m d  that dl such infomatian shall be maintained in confidacc by Parties in accordance 
with and subject to the Confidentiality Agreement between the Parties dated April 14, 
2000. 

3. This LO1 will be d w t i v e  from the -tion h m f  until the earlier of (i) the 
ex~nrtian of an Gas SuppIy Agreement that supersedes and replaces this LOl; or @) 
September 30, 2001, In the wait the Gas Supply Agreement is not executed by the 
P d e s  on or before SeptemiSer 30,2003, this LO1 shall tenninace, and neither P a q  shall 
have any obligation to the other hereundw. 

4. No actha, coufsf of' conduct at  failure to act by N U E E  or Panda, psior to thc 
execution of a d a t i v e  Supply Agmment, will give rise tu or sewe as a basis for 
any obligation or othw liability on the pan af NUIEB or Panda Any commitment or 
a m e m  is subjeEt to satidhory negotiation and execution by [drop dead dare] of a 
mumidly awtdblc definitive ageement, and the apprwal of m ' s  management and 
Panda's rnan~emmk and f i n a n d  closing (with finding) of Panda's Leesburg p e w  
pbnt pmject. 

5. T b  LO1 shall be construed and hrerpreted under the laws of the State af Texas 
(aclUSive of any c o d k t  of  law provisions which would apply the law of anuthtr 
jurkdidon), p r d e d  that any provision o f  such laws invalidating any provision o f  this 
LO1 or m0-g the iment o€NLT'?EB and Panda a5 arp& in the ttrms of this LOX, 
shall net apply. N e b r  NUIEB nor Panda shall be entitled to assign this LO1 without the 

1 
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mnfii any rights or any bendts upon F I U  0th- than NWEB ar Panda 

6, No change, amendment OF modifidon of& LOT shall: be valid or binding upon rhe 
Pmki htrcto unless such duns amcadmait or modiicatian i s  in writing and duly 
aocutd by the appropriately authorized reprtmrativts of all Parties hereto. 

7. No presumption jhaR upemt in fivor of ur againsr any P m y  as a result of a z y  
rqonn'bl'fity or role that any Party may have had in the drafting ofthis LOX. 

8, Nothing wntaincd in this LO1 W be construed 8s constituting a joint vmtm or 
partnership benwaea the Parties. 

9. The Mure of any Part)l to Mst upon or dune, in any instance, strict pafhnancc by 
any ocher Pyty of my provision or to = d e  any right b d n  conferred SM not be 
constnrcd as a waiver or rtlinquishment to my ~ e n t  of its @t to assm or rely upon any 
such provision or rights on my fiture occasion. 

10. No oral agmmt or crmvmation with any officer, agem or empbyee of any P w ,  
either before or after rhe execution of this LOT, shall fleet or modi@ any of the t m n ~  or 
obligations httein containedi, This LO1 constitutes the entire a 5 u n c n t  betrvetn the 
Pa&$ b o  and no chmgeii, altemtiom or modifications hemf shall be &dive WrIw in 
writing and signedbythe duIy authorized represcrrtaavw ' ofthePmics. 

1 1. All P m h  must give prior c~nsent to tfie issuance of any press rdease, advertisement, 
publicity medal, pr0Sp-q Enancid documat or simifat matter or to the pddpation 
in a media h d e w  which mentions or refers to the Gas Supply Agtetment or this LOI. 

WTTNESS m F ,  each of the Pmim h a t o  has caused this LO1 to be aecvtod 
as of the date snd year written below, but effective as set f a d  hereinabove. 

faada Midway Power P~rtnetrt, LP. WIEB Energy Broken, h e .  
By Panda rndwny I, LLC 
Itr general partner 

2 

Date: Y I z*l M 
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PANDA EN 
INTERNATIONAL, INC. 
The Global POW= ampany 

ExEmrr A 

April 18, zoo0 
c 

Mr. F e e  tress 
NUI: Energy k k e r s  

Re: T m  Sheet for Finn G%s Supply Transactions 

This Term Sheet outlines the principal ?ems and conditions of a proposed GISB Shcrt 
Term N a m  Gas k h a s e  and Sale Agmmwt ("GEE!") lxtween NUT Energy 
Brokers ("NUT') and the Par& Midway Power Partners, LLC. Project near Midway, 
Florida ("PMPF") and Panda Lersburg Power P a m ,  L.L.C p r q s t  near ksburg 
Florida ("PLPI") (herein A d  to as the "Project", "Projsb'' or "Buy&) under 
WE& Supplier wiu s d I  natulral gas b the Projecb on a firm basis. The Projecb inbend 
io use such gas for dechic generation. 

c 

The Projecta i n t a d  to execute a letter of intent with Supplier rdwencing this T m  Sheet that 
addressts the mutually agretable tenas as outlined beluw. This Term Sheet may be submitted as 
part of an appli~otion to ubtain a C d f i c a t t  of Need from the Ftorida PubIic Sem'ce Commission. 

Firm Gu Supply 

GISB w/Special Conditions 

As: negotiated OA T-ction Gmihnation 

100,600 W t d d  

T p  of setvice: 

Type of Contract: 

Quantity: 

kidmum Daily Quantity: 

T W O  YEUS iFitial, with evergrten provision and a Buyds right of 
first r&saI for any proposed changes to the GISB or Spteial 
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INTERNATIONAL, SC. 
The Global Powtr Campany 

Cbnditians requested by Supplier. 

D d m y  Points: 

Buy Back Option: 

price: 

Conditions h e d e n t  

Ptrfommce ObIigktion: 

c 
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Effectipe at the bginning of & Projects kst gas period 
("Facility Tethg Dab"), approhatdy Ocbk 2002 

hi the event tither Project is unable to rcceive gas that was 
committed an my day, B3uym may request to (i) in the use of 
Gulfscream deliverits, move the delivery point betwem the Projeds 
or (i) dl the gM bPtk to Supplier at a negotiated price 

As negoriared on Tmsaction Confirmation 

The follewing conditions pmedent to the GIs8 shall 

Project financing shall have ken complekd by 
November I, 20a2, and 
The Gdfst~eam pipeline shall b constmckd and in 
senrice by the Facility Testing Date, 

exist: 
(i) 

(ii) 

Supplier shall have firm obligation SO deliver quantities agreed to h 
a Transtion Cordimration subjtet to the Cover Standard selected 
in the GlSB agrement which will apply ta all non-perfomace 
went i  except Farce Majeure events. In the event of Suppli&s 
failure to deliver firm gas, Supplier shall have the option to: (a) pay 
the cost to covet replacement firm gaq @) pay the cost to cavcc 
replacement firm pow-, er (c) supply rcrpIacment h n  power. 
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