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COVERNMENT OF PUERTO RICO 9
PUBLIC SERVICE REGULATORY BOARD DI3DEC 12 PH 2: 30
PUERTO RICO ENERGY BUREAU

IN RE: CASE NO.:
NLPR-AP-2019-0001
REQUEST FOR APPROVAL OF
AMENDED AND RESTATED POWER SUBIECT:

PURCHASE AND OPERATING PREPA’s Request for Confidential Treatment
AGREEMENT WITH ECOELECTRICA of the Petition and Tts Attachments

AND NATURAIL GAS SALE AND
PURCHASE AGREEMENT WITH
NATURGY

MOTION TO SUBMIT REDACTED VERSIONS OF
THE PETITION AND I'TS ATTACHMENTS

TO THE HONORABLE PUERTO RICO ENLRGY BUREAU:
COMES NOW the Puerto Rico Electric Power Authority through the undersigned legal

representation and respect(ully sets forth and pray:

1. On November 27, 2019, the Encrgy Burcau of the Public Service Regulatory Board
(the “Energy Bureau”) entered a Resolution and Order in which the Puerto Rico Eleetric Power
Authority (PREPA) was ordercd to file redacted versions of PREPA’s Request for Approval of
Amended and Restated Power Purchase Agreement with FcoEléctrica and Natural Gas Sale and
Purchase Agreement with Naturgy; Request for Confidential Treatment of this Letter and
Accompanying Attachments (the “Petition”). See Resolution and Order, § IV.

2, In Section V. of the Petition, PREPA argues that the Petition and its atlachments
contain information that qualifies as proprietary and as trade secrets and that, accordingly, said
information is protected under Puerto Rico law, specifically Act 80-2011 and Act 6.15 of Act 57-
2014. See Pelition, § V. Redacled versions of the documents that PREPA claims contain

confidential information arc atlached (o this motion.



WHEREFORE, the Pucrto Rico Flectric Power Authority requests the Energy Bureau to

note PREPA’s compliance with Section TV of the Resolution and Order dated November 27,2019
RESPECTFULLY SUBMITTED.

Tn San Juan, Pucrto Rico, this 12" day of December 2019.

,/"'"’
m Bolafios

kbolanos@diazvaz.law
TSPR 18888

DIAZ & VAZQUEZ LAW FIRM, P.S.C.
29() Jesas T. Pificro Ave.

Scotiabank Tower, Suite 11-E

San Juan, PR 00918

PO Box 11689

San Juan, PR 00922-1689

Tel. (787) 395-7133

Fax. (787) 497-9664



CERTIFICATE OF SERVICE

It is hercby certified that, on this same date 1 have filed the above motion with the Clerk of

the Lnergy Burcau.

Tn San Juan, Puerto Rico, this 12" day of December, 2019.

P

Katiuska Bolafios
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CONFIDENTIAL

Mr. Edison Avilés-Deliz, Chairman
Puerto Rico Energy Bureau
World Plaza Bullding, 268 Mufioz Rivera Ave.
Plaza Level, Suite 202
) San Juan, PR 00918

Dear Mr. Chalrman:

Re: Request for Approval of Amended and Restated Power Purchase and Operating Agreement
with EcoEléctrica and Natural Gas sale and Purchase Agreement with Naturgy; Request for
Confidential Treatment of this Letter and Accompanying Attachments

The Puerto Rico Electric Power Authority (“PREPA”) respectfully submits to the Puerto
Rico Energy Bureau ("PREB”) the attached Amended and Restated Power purchase and Operating
Agreement between. EcoEléctrica, L.P. and the Puerto Rico Electric Power Authority {the “ECO
PPOA”) (Attachment 1) and the Amended and Restated Natural Gas sale and Purchase
Agreement between Naturgy Aprovisionamientos S.A, and the Puerto Rico Electric Power
Authority (the “Naturgy GSPA” (Attachment 2) and, together with the ECO PPOA, the
"pgreements”). PREPA asls PREB to review and approve the Agreements pursuant to Section 7.1
of Regulation 8815. Moreover, for reasons developed in Part V below, PREPA asks that PREB
afford this letter, the ECO PPOA, the Naturgy GSPA and the Siemens analysls included as
Attachment 4 as Confidential in that they contain Information protected under Puerto Rico law,

Representatives of PREPA, EcoEléctrica, L.P. (“ECO”) and Naturgy AprovisionamlentosS.A.
(“Naturgy”) concluded their negotiation and documentation of the Agreements earlier this
month. The PREPA Governing Board has authorized the submission of these Agreements to the
PREB for its approval by Resolution 4745, dated October 29, 2019 (Attachment 3).
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The ECO PPOA pravides for the supply of capacity, encrgy and ancillary services from
EcoEléctrica’s existing 543 MW combined-cycle, natural gas-fired cogeneration facility located In
pefiuelas {the “ECO Facility”). The Naturgy GSPA provides for the supply of natural gas to
Units 5 and 6 of PREPA’s 820 MW Costa Sur generating facility located adjacent to the ECO Facliity
{the “Costa Sur Units”), as well as to the ECO Facility. The Agreements incorporate more
favorable pricing and other terms for PREPA and ratepayers in Puerto Rico than the agreements
they will replace, and they will secure for puerto Rico Important sources of reliable electric
capacity and energy that will support and advance Puerto Rlco’s energy policy goalsas articulated
in Act No. 17 of April 11, 2019, the Puerto Rico Energy Public Policy Act (“Act 17-2019").

The ECO PPOA and the Naturgy GSPA, ance approved by the PREB, the Public-Private
partnerships Authority (“P3") and the Financial Oversight and Management Board for Puerto Rico
{(“rFOMB") and executed by the parties, would replace the existing Power purchase and Operating
Agreement between PREPA and ECO dated as of March 10, 1995, as amended, and the Natural
Gas Sale and Purchase Agreement hetween PREPA and Naturgy dated as of March 28, 2012, as

amended.

This letter discusses the commercial rationale supporting the ECO PPOA and the Naturgy
GSPA, each Agreemeént’s key features and the main risks that each Agreement addresses and
mitigates. This letter also confirms that the negotiation of the Agreements was conducted in
accordance with the requirements of applicable Puerto Rico law and regulations.

In compliance with PRER’s directions, PREPA has evaluated how the pricing and other
commercial terms reflected in the ECO PPOA and the Naturgy GSPA might affect the analyses
incorporated in its Integrated Resource Plan (“IRP”) and the recommendations reflected in
PREPA’s Action Plan. As described in Part IV below, PREPA’s IRP consultant, Siemens, has
incorporated in new Aurora model runs the revised capacity payment and certain other
commercial provisions ostablished In the ECO PPOA, as well as the revised natural gas pricing and
resulting price of electric energy produced In the ECO Facility that will apply with execution of
the Naturgy GSPA, These new model runs show that the ECO PPOA (as amenied and restated
from the PPOA assumed in earlier IRP model runs, and assuming the pricing of natural gas as
provided in the Naturgy GSPA) to be substantially more economical under the IRP's Scenario 4
than the alternative of constructing a new combined cycle combustion turbine generating facility
sited at Costa Sur. See Attachment 4. PREPA and Siemens personnel are willing to provide the
relevant files and worksheets to PREB, and are uvailoble and eager to discuss with PREB members
and consultants the assumptions employed in and the resufts of these new model runs. We invite
you to infortn us if you believe such discussions would be useful to the Bureau.
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We conclude with a request that the PREB approve the ECO pPPOA and the Naturgy GSPA
as being in the best interest of the electricity consumers of Puerto Rico.

) Commercial Rationale for Entering Into the ECO pPPOA and the Naturgy GSPA

PREPA Is responsible for supplying secure and reliable electric power 0 ratepayers in
puerto Rico at the lowest cost possible in both the short and long term, consistent with the
guidelines established by PREPA’s Fiscal Plan (which, among other things, requires PREPA 10
achieve $80 million in aggregate savings through renegotiation of the existing Ecofléctrica PPOA
and the Power Purchase and Operating Agreement between AES Puerto Rico, LP and PREPA (the
#AES PPOA")), and consistent with the IRP which is curvently before the PREB in draft form, The
ECO Facility and the Costa Sur Units are critical to PREPA’s provision of supplies of electric power
on a reliable basis; together, they provide providing almost 40% of the electricity PREPA
distributes on the lsland at some of the lowest cost per KWh of any generation source available,

as shown in Figure 1 below.
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Through the ECO Facility ECO, a company jointly owned by Naturgy, ENGIE S.A. and
Mitsul & Co. (i) offers one of PREPA’s most rellable sources of generation, and (ii) owns the only
currently active liquified natural gas (“LNG”) Import terminal and LNG storage facility in Puerto
Rico. The Costa Sur Units rely on this terminal for the recelpt, storage and conversion of LNG and
the supply of natural gas, Naturgy, the 50% shareholder in ECO, controls (through a Tolling
Services Agreement with ECO) the entire existing capacity ofthe Pefiuelas LNG recelving terminal
to receive, store and vaporize LNG and therefore controls the delivery of the resulting natural gas
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for generatlon. EcoEléctrica currently provides baseload energy to Puerto Rico through the ECO
Facility at the lowest cost per kWh of any generation source available to PREPA other than the
AES Puerto Rico, LP (“AES") coal-fired generating facility. Together with the Costa Sur Units, the
ECO Facility currently produces over 40% of Puerto Rico’s electric energy. Naturgy, as a main
shareholder in Ecokléctrica, controls (through a Tolling Services Agreement) the eritire existing
capacity of that terminal to receive, store and vaporize NG for the delivery of natural gas used
to fuel the ECO Facility and the Costa Sur Units, Thus, PREPA views EcoEléctrica’s facilitles as
critically important for the supply of both generation and fuel for generation in Puerto Rico.

Against this background, PREPA hegan direct negotiations with ECO and Naturgy — the
sole source of natural gas delivered to the ECO Facility and Costa Sur Unlts —in late 2018, PREPA's
goal was to achieve, as nearly as possible, the savings objectives of the fiscal Plan and to position
itself to secure access 1o critically important fossil generating resources in a mannar consistent
with the IRP now before the PREB. PREPA engaged the assistance of Sargent & Lundy {(“S&L"),
King & Spalding LLP and Diaz & Vazquez (“D&V") to support PREPA’s negotiation efforts, and
socialized the planned approach to contracting with ECO and Naturgy among FOMB, PRER and
p3 to facilitate the approval process.”

‘The terms PREPA has negotiated in the ECO PPOA and the Naturgy GSPA will enhance the
flexibility, reliability, and resilience of Puerto Rico’s electric grid. As important, the Agreements
will yield immediate savings for Puerto Rico electric ratepayers of $122.4 million per year,.
according to estimates prepared by S&L. These savings exceed those the FOMB has targeted for
the renegotiation of both of PREPA’s major PPOAs, even before PREPA has commenced efforts
to renegotiate the AES PPOA.

The restructured arrangements with ECO and Naturgy contemplate that PREPA will
secure the natural gas required to supply the ECO Facility and Costa Sur Units under the Naturgy
GSPA. That agreement has been substantlally amended to provide PREPA improved pricing terms
and greater nomination flexibility than thosc available under the cu rrently effective agreement
through which it obtains gas for the Costa Sur Units. The ECO PPOA likewise has been

-

2 p3 released PREPA ©© continue with the negotiation of the ECO PPOA and the Naturgy GSPA without commencing
a competitive procurement process, on the condition that PREPA include appropriate contract assignment/transfer
rights to accommodate the transformatlon of Puerto Rico’s electricity sector and the possible replacement of PREPA
25 contract counterparty (which PREPA did). Attorneys from D&V have confirmed that If Naturgy halds the exclusive
rights to the regasification facility, then the negotlation of the ECO PPOA and the Naturgy GSPA could fit within an
exception to the competitive bidding process under the "one supply source” exception found in PREPA’s Organic

Act.
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substantially amended, so that it now takes the form of a “tolling agreement” through which
PREPA will supply the natural gas to be converted to electric energy in the ECO Facility.

PREPA has negotiated in the ECO PPOA a reduction in the Capaclty Payment relative to
the current EcoEléctrica PPOA’s Capacity Payment that will save approximately SHE million
annually. This amount Is partially offset by an increase Iy the fual cost which PREPA will bear
under the Naturgy GSPA; nevertheless, the net PPOA price reduction, according to S&1, Is
approximately SEl million annually. Viewed colfectively, the Agreements will immediately
lower the cost of power from the ECO Facility, already one of Puerto Rico’s lowest cost
generators, by approximately 1.5 cents per kWh.

Additional savings are possible. Under the oxisting EcoEléctrica PPOA, if PREPA dispatches
EcoFEléctrica at capaclty factors higher than 76%, PREPA must pay a higher fuel cost (a fuel “spot
price”) for generation above tha 76% threshold. For this reason, at times when the ECO Facllity's
capacity factor would increase above 76%, PREPA sometimes chaoses to dispatch other facilities
instead of EcoEléctrica on the basis of economics. The ECO PPOA removes this fuel pricing step
feature, which wilt allow PREPA to dispatch the ECO Facillty above a 76% capacity factor without
having to pay the increased fuel “spot price.” S&l estimates this will save PREPA approximately
SEl million annually in fuel costs devived from reducing dispatch of other, more expensive,

facilitles In favor of dispatching the ECO Facillty at a higher capacity factor.

One other feature of the ECO PPOA warrants emphasis. ECO has agreed in the ECO PPOA
to increase the capacity sold to PREPA from 507 MW to B W, Naturgy has also agreed to
update the structure ofthe existing GSPAto allow for this increase In generation with significantly
increased flexibility to PREPA In take-or-pay obligations. overall, this flexibility will give PREPA
the ability to reduce the dispatch of its more expensive, Inefficient generators that burn both
diesel and bunker fuel oil, resulting both In fuel cost savings and reduced air emissions.

1. overvlew of the Major Provisions of the ECO PPOA and Naturgy GSPA
With the exccution of the ECO PPOA and the Naturgy GSPA, PREPA will:

o restructure the power purchase arrangement under which ECO currently supplies
electric capacity and energy to PREPA and the fuel supply arrangements under
which Naturgy currently supplies natural gas t the Costa Sur Units, such that
PREPA cantracts with Naturgy for, and nominates, natural gas for delivery to the
Costa Sur Units and the ECO Facility, as shown in Figure 2 below;
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o convertthe ECOPPOAInto a tolling arrangement for the conversion of natural gas
Into electricity, which facllitates an aventual move toward an aggregated, island-
wide LNG / gas procurement strategy that should help to achieve the most
competltive pricing terms for LNG delivered to Puerto Rico; and

o enable the ECO Facillty to transition from base load production, operating duting
all hours of the day, to @ dual mode of operation through which, following the
scale-up of Intermittent renewables in Puerlo Rico’s generation mix as
contemplated by Act 17-2019 and the IRP, the ECO Facility will provide (i) during
day-time hours, cycling and ancillary services as requlred to stabilize / balance the
grid, and (it) during night time hours, base load production.

Figure 2

Koy
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PPOA 7 Power Puacline & Opaeating Azeesmedt
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GEPA (Costa Sur &
ECO)
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These structural changes, and other negotiated terms, will deliver a number of beneflts

to PREPA and puerto Rico.
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A. Key Features of the ECO PPOA

To implement the structural changes and achicve the savings described above, PREPA
negotiated several Important changes 1@ the ECO PPOA relative 10 the oxisting EcoEléctrica
agreement. 1 he following table briefly summarizes the most significant of these changes:

| bisting Ecobléatric PPOR | Remegotiated ECOPPOA_ ]
Expiration of Supply March 2022 September 2032
Tem L e | (N S e
Dependable 507 MW MW
copety | F@A .
Responsibility for ECO PREPA
Fuel Procurement | —— T | A T
Commercial Model Capacity Payment + Energy Capacity Payment
payment (inclusive of fuel pass-
| seseeepeges o through) L g o
Capacity payment Approximately §230M per year Approxim ately STV per year at
at 507 MW {corresponding to il MW (subject to an avaltability
I —— M per year St EAMW) | adjustment)
Energy Payment average of Il center/kWh per N/A (equivalent payment under
year; increase to i} GspA estimated at [l cents/kWh)
cents/kKWh >76% capacily
L e EGHE ]
Availabllity Penalty and bonus for low and Equivalent structure, with a
Adjustment high availability higher bonus potential. Bonus is
B or above. Bonus INcreases
linearly between
| e [ S i
Dispatch Limits Between WY 6% of Betwem
P — | Dbependable Capaclty | Dependable Capacity ___
Miaximurm Start-Ups Limit of [l per unit per year Limit of [l per unit per year
—SE{:EUFCFSE—“ ~ | PREPA pays ECO's start-up ;osls Terms remain unché}\_ge—d, other
until the units synchronize to than ECO reimburses PREPA for
L the grid [ fuel costs associated with start-up
AT s e et Avalabiy Factor
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Figure

PREPA achleved several key objectives with these and other changes, including:

Cycling / Ancillary sarvices Mode — The ECO Facility has historically operated as @ hase
Joad generator, The IRP and Puerto Rico law, however, envislon a signHicant increase in
renewable energy generation in the coming years, which would require more flexible
operations from the ECO Facility. The renegotiated ECO PPOA allows PREPA to change
the mode of operation of the ECO Facility to cyeling and supply anclllary services during
daylight hours, as more solar generation comes Onto the grid. Itincludes an allowance of
I shut-downs / start-ups of each ECO Facility unit per year, and provides for the supply
of reactive supply and voltage control services, regulation and frequency response
services, energy imbalance services, spinning reserve and supplemental spinning reserve,
in each case as dispatched by PREPA. S&L estimates that, because fucl expenses will likely
make up a higher percentage of the total payments fo ECO/Naturgy under the
combination of the ECO PPOA and the Naturgy GSPA (see Figure 3 below), over time
operation in the more flexible mode the ECO PPOA will permit, and the corresponding
reduction in the quantity of energy supplied by ECO, could significantly reduce PREPA's
fuel expenses.

3

Existing Structure Renegotiated Structure

|

m Fuel n Capucily
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Added Incentive for High Availability — To further Incentivize ECO to maximize the
availability the ECO Facility, PREPA has negotlated an increased availability bonus, with
reasonable limitations 1o avoid excessive compensation. These limitations include |l

and a fixed planned malntenance schedule thereafter, to prevent ECO from gaming the
bonus mechanism, Antlcipating that ECO will be able to make available generation
capacity in excess of MW, PREPA also negotiated a peak energy tariff just above [l
cents/kwh for the volumes of energy that PREPA takes between the Dependable Capacity
level of Ml MW and B viw. The fixed price allows the parties to plan on utllizing such
energy, and the additional ERMW, if so utilized, can essentially serve as a second small
power plant offering a price below even the price currently paid for energy from the AES
plant.

Guarantecd Efficiency of Energy Conversion — The new energy conversion / tolling
structure of the ECO PPOA requires efficient conversion into efectricity of the natural gas
PREPA has contracted with Naturgy to deliverto £CO, With thls In mind, PREPA developed
a system of heat rate testing and guarantees 10 help ensure that PREPA does not overpay
for ECO’s gas consumption and that ECO has an incentivize to maintain the ECQO Facility's
efficiency. Under this arrangement, ECO bears the cost of excess gas if it consumes more
gas than it should for a given encrgy output, and recelves full value of any savings if it
consumes less gas than it should, in each case based on a guaranteed heat rate.

Reduced Payments During Severe Weather Events — The original EcoEléctrica PPOA
required PREPAto pay the capacity payment so Jong as ECO remalned available. This led
to a dispute between ECO and PREPA in the wake of Hurrlcane Marfa as to whether PREPA
was obligated to make the capacity payment for an approximately one-manth period in
which the ECO Facility could generate, but the PREPA grid system had not yet recovered.
PREPA has negotiated a I Force Majeure exception to such capacity payment
obligation golng forward, to the extent that a disruption limiting the ability to take power
from the ECO Facllity is caused by hurricanes or other severe atmospherlc disturbances
(“Grld Force Majeure Events”).

Enhanced Linkage hetween the Naturgy GSPA and ECO PPOA — Given the relationship of
Naturgy with ECO, and the co-dependence of the LNG Terminal and the ECO Facility,
PREPA look steps to ensure that neither counterparly’s actions could leave PREPA at a
disadvantage vis-i-vis the other. These steps Included, for example, granting PREPA,
subject to certain conditions, (i)
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6. Additional Fuel Savings Resulting from the Ellmination of an oil Price Hedge — The
exlsting GSPA for Costa Surhas a built-in pricing hedge to oil. Thisprovision is not included
in the proposed Naturgy GSPA, and therefore the price of natural gas to be consumed in

the ECO Facility willnot reflect any costs relating to the malntenance of an ofl price hedge.
Given that natural gas prices are forecasted Lo remain much lower than oil prices OVer the
next decade, S&L eslimates that removing the hedge to oil and reducing the adder fee
will result in average savings for PREPA of approximately $-million per year for the
Costa Sur Units (see item C.1 helow). These savings are not included in the headline
savings value provided in section | above.

B. Main ECO PPOA Risles
PREPA remains exposed to certain risks under the ECO PPOA. These include:

1. Capacity payment Liability Risl ~ The renegotiated PPOA exposes PREPA to @ number of
risks relating to its liahility to make Capacity Payments. As the PREB will appreciate, it is
standard in the electric utility industry for purchasers of capacity, encrgy and ancillary

services under power purchase agreements 10 compensate power producers for thelr
commitment to make capacity avallable. PREPA's undertaking to make Capacity
payments under the ECO PPOA are entirely consistent with this induslry practice;
moreover, PREPA has sought in the CCO PPOA to mitigate the risk associated with this
unavoidable undertaking, Annex A describes the manner in which these rlsks are
allocated between PREPA and ECO In the ECO PPCA.

2. Risks to Security of Supply - ECO’s LNG terminal facilities constitute infrastructure that is
critical to the supply of electric power to the island of Puerto Rico. As long as these
facilities remain in the hands of a private party, PREPA and Puerto Rico ratepayers will

face some risk that the party owning oF cantrolling the LNG terminal facilities might take
actions that could adversely affect the availability or price of LNG terminal services and
hence the reliability and price of clectric energy. S0, for example, PREPA remains exposed
to the risk under the ECO PPOA that ECO might {1) ahandon or permanenﬂy shut down
the ECO Facility or the IING terminal, or (il) default under and/or terminate the tolling
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agreement with Naturgy. In such an event, PREPA would likely experience prolonged
interruptlon of operations at the ECO Facility and the Costa Sur Units, and consequently
the supply of power 10 ratepayers could either be interrupled or rendered much costlier,
While this risk is inherent in the manner in which the LNG terminal and ECO Facility are
owned, the PPOA partially mitigates this risk by _

C. i(oy Features of the Naturgy GSPA

The table appearting below summarizes the major changes in the Naturgy GSPA relative

to the arrangement under which natural gas is currently supplied to the Costa Sur Units:
[ = Existing GSPA Renegotlated GSPA 1
Term December 2020 September2032

"?&ﬁﬁ%sQEHEH_’__7£§J§EDEE5and6

“pricing Hedge

Costa Sur Units 5 and 6 and ECO
" Facility {and potentially others)
Market based price pegged to the
New York Mercantile Exchange's
Henry Hub natural gas futures
contracts price {“HH"), with a fixed,
S WL declining, premium. |

" fedge to No, 6 fuel oll
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—‘ Existing GSPA [_ Renegotiated GSPA
Pricing Formula Price per MMBtU Price per MNiBtu

The lesser of:

. QEEENIATE
e 0
- R

where the _

Price is converted from 5/bhl
to 5/MMBtu by dividing by

| —-_Fau—((‘o_,ta_ﬁuT on—ly)_

Minimum _ Annual

o Conditions precedent date
until bec, 31, 2020: -

o January 1, 2021 until Dec. 31,
2021

o January 1, 2022 until Dec. 31,
2022:

e January 1, 2023 until Sept.
2037:

(Potentlal price reductions up tollll

per MMBtU for Jones Act appeal or

suspension)

Bl rbtu (Costa Sur and ECO), subject
to further reductions described
o below
B Thtu (unless a reduction of the
minimum annual contract quantity
aceurs, in which case the maximum

Contract Quantity
Viadmam  Annual | —mmthw
Contract Quantity
TekeorPay | _"_-'_ﬁm_é%%]?_
minimum guantity, Il of
the quarterly minimum

S

wlill be [l of the new minimum

_inn_uzico_ntricgu_anﬂy)_,_
ot the monthly minimum

and[Jiifllof the quarterly

guantity
minimum guantity, butno overall

quantity, and an overall take-
or-pay (“TOP”) contract
quantity.
TOP amounts payable ath

contract quantity.
TOP amounts payable At of the
relevant contract price

PREPA achieved several key objectives with these a

Savings Resulting from the Elimination of an
above, the existing GSPA fo

not Included in the propose
oil and reducing the adder fee willre

| of the relevant contract price |

0il Price Hedge -
r Costa Sur has a bullt-in pricing hedge to oll. This proviston s
d Naturgy GSPA. S&L estimates that removing
sult in average savings for

nd other changes, including:

. As noted In item AB

the hedge 1o
PREPA of approximately
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million per year for the Costa Sur Units. These savings, which are based on fuel
commodity price forecasts, are expected to be modest over the first five years {averaging
approximately-mlllion per year), but will increase In the future as the spread between
natural gas and oil prices widens.

Reduced Take-or-Pay Risk — Under the existing transaction structure, as shown in
Figure 2 abhove, PREPA faces take-or-pay rlsk under the GSPA for the Costa Sur Units if
those units experience an outage that reduces PREPA’s natural gas offtake below
B Thtu/year, and also faces take-or-pay risk under the PPOA with EcoEléctrica, which
indirectly passes through such risk from the ECO LNG sales agreement with Engie, to the
extent PREPA cannot take electricity from the ECO Facility. The renegotiated Naturgy
GSPA, also shown in Figure 2, allows for significantly increased flexibility for PREPA in
terms of take-or-pay obligations. Under the Naturgy GSPA, PREPA gains the ability to (i)

(it)
/ , (i)
,and (iv) with R otice, reduce the

overall take-or-pay commitm ent for natural gas as follows:

a. If PREPA retires one of both of the Costa Sur Unlts, PREPA may reduce the
minimum annual guantity fromE@Thtu to as low as R Toty;

b, if, after January 1, 2024, peak electricity demand in Puerto Rica falls
below N megawatts, PREPA may reduce the minimum annual quantity
from [l Thtu to as low as W Thtu;

c. if, after January 1, R, the proportion of renewable gencration sources
available in Puerto Rico exceeds of the total power
generated by sources connected to the grid system, PREPA may reduce the
minimum annual quantity from [Jll Thtu to as low as B Tbty;

d. ifECO defaults under the PPOA, and that agreement s terminated, PREPAmay
reduce the minimum annual quantity from -'l'btu to as low as Whty; and

e. PREPA ziso has @ general right
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determines are consistent with the maintenance of a reliable electric system
operation and its econamic dispatch program.

PREPA may, in its discretion, increase the minimum annual contract quantity specified in
the Naturgy GSPA up to-f btu, but may not thereafter reduce such quantity again. Each
of these options functions independently, and PREPA could potentially exercise all three
at different times during the agreement term. '

3. Increased Quantity Flexibility - PREPA negotiated slgnificant flexibility to Increasc or

decrease the guantity of natural gas it purchases from Naturgy hetween a maximum of

Thtu and a minimum of I 1htu (such maximumn and minimum requirements, The

“Rase Case”). PREPA has further flexibility to adjust the volumes it purchases under the

Base Case as it may reduce the minimum required amount for any (A scheduled

malntenance, (B) forced outages, (C} routine maintenance, (D) unit limitations (limitation

on other infrastructure that prohibits the Costa Sur Units or the ECO Facility to generate

at maximum capacity), | environmental testing requirements of PREPA, or (F) for
scheduled maintenance by PREPA.

4. Increased Delivery Location Flexibility — Under the Naturgy GSPA, PREPA negotlated
flextbility to add new delivery puints, This will allow PREPAtO purchasc patural gas at the
agreed contract price, or otherwise satisfy its take-or-pay obligations and make deliveries

of natural gas to locations other than the two contemplated delivery points. The GSPA
permits PREPA to request that Naturgy include as a hew delivery point

# . Upon such a request,

Naturgy must study the relovant compatibility requirements, consistent  with
international standards, 1o determine if itis capable of making a delivery 10
Bl Further, if ; j

Naturgy will

5, Improved Liquidated Damages Reglme for Shortfalls — In an offort to protect PREPA
against Naturgy's failure to deliver required volumes under the GSPA, the GSPA
astahlishes certain pre-determined damages (unless such delivery was excused for force

majeure or reasons attributable to PREPA). The GSPA#
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2 For
Naturgy's fallure to deliver natural gas at Costa Sur, Naturgy would pay PREPAa liquidated
damages amount of [l of the relevant contract price multiplied by relevant shortfall
quantity. 1, prior to the date of any assignment under the Naturgy GSPA fo a Non-
Commonwealth Entity, Naturgy falls to deliver the required amount of natural gas at the
ECO delivery point, Naturgy must reimburse PREPA for (1)
fﬁhd (i) T T DL )
" I, after the date of any
asslgnment under the GSPA 1o a Non-Com1noana|th Entity, Naturgy fails to deliver the
required amount of natural gas at the ECO delivery point, Naturgy would be required to
pay PREPA@ liquidated damages amount of [JiP6 of the relevant contract price multiplied
by the relevant shorifall quantity.

G. Protections Against parasitic Use of Natural Gas—The original GSPA did not acknowledge
that ECO would use natural gas owned by PREPA for the operation of the NG Terminal,
because delivery under that agreement only went to Costa Sur. Theren egotiated Naturgy
GSPA establishes a mechanlsm that compensales PREPA for ECO's / Naturgy's use of
PREPA’s natural gas.

7. Force Majeure Relief for Grid System Outages — While the original GSPA malkes Force
Majeure relief available to both Naturgy and PREPA, the renegotiated Naturgy GSPA also
grants PREPA the ¥

jght to Force Majeure rellef for

" This mitigates many
d have faced take-or-pay liability.

of the most likely events for which PREPA coll
D. Main Naturgy GSPA Risls

The renegotiated Naturgy GSPA exposes PREPA to certain risks relating to the potential
for supply interruptions. Annex B describes the allocatlon of those vsks between PREPA and
Naturgy. The allocatlon of risks Is consistent with the allocation generally found in agreements
for the supply of naturzl gas derived from LNG for powcr generation purposes.

3 The £CO delivery point 1s ostablished as the locatlon of the metering equipment situated downstream from the
connection of the boil-off gas pipe to the main pipeline where natural gas enters the ECO Facllity.
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1. Compliance with Applicable Legal Reguirements

The ECO PPOA amends and restates a PPOA hetween Ecobléctrica and PREPA that has
been in place sinceé 1995 and was the result of a competitive procurement process. As it has been
amended, the ECO pPOA, originally a conventlonal power purchase agreement, has been
converted into @ “tolling agreement” under which PREPA will supply natural gas to the ECO
Facility and ECO will maintain the capacily to convert and, in accordance with dispatch
instructions from PREPA, will convert that natural gas into electric energy. The Naturgy GSPA
amends and restates a natural gas supply agreement that was executed In 2012 10 support
deliveries of natural gas to PREPN’s existing Costa Sur Units 5 and 6. AS amended, the scope of
the original gas supply agreement will be substantially enlarged 1o COVer purchases of natural gas
to be consumed in the generation of electric energy In the ECO Facility. Consequently, with the
axecution of the Naturgy GSPA, Naturgy will become a new supplier of natural gas to PREPA with
respect to the ECO Facility, and given this the Naturgy GSPA can be considered anew contractual
obligation for PREPA.

The Naturgy G5PA was hot the result of a competitive bidding process. Such a process
was not, however, required under the applicable provisions of PREPAs enabling act, Act No. 83
of May 2, 1941, the puerto Rico Electric POWEr Authorlty Act, as amended (“Act 83-1941"), That
act authorizes PREPA “[tlo make contracts and to execule all instruments necessary or
convenient in the exercise of any of its powers,” but generally requires PREPA 10 seek and obtain
competitive bids before awarding contracts. There is, however, and exception to this
requirement (the “sole source” exception) available in circumstances in which “there is only one
supply source.” Act No. 83-1941, Section 15(2)(d). such circumstances exist in the case of
Naturgy, which owns the only currently active LNG import terminal and LNG storage facility on
the south shore of Puerto Rico and (througha T olling Services Agreement with ECO) controls the
entire existing capacity of this LNG import tetminal to reccive and vaporize LNG for the delivery
of natural gas for power generation purposes: Given this, Naturgy has a de facto monopoly over
the supply of gas into the southern part of the island and, thus, the sole source exception set
forth in paragraph (d) of Section 15(2) of PREPA's enabling act applies.

PREPA proposes 1o enter into the ECO PPOA and the Naturgy GSPA for public purposes
{the procurement of electric generating capacity and energy and of the fuel required to produce
electric energy that will be transmitted and distributed to the people of puerto Rico). Thisis a
lawful public purpose within the meaning of Article V), Section 9 of the Puerto Rlco Constitution,
and the contract should, therefore, be enforceable under Puerto Rico law. Under Act No. 120 of
June 21,2018 (the puerto Rico Electric System Transformation Act) (“Act 120-2018"), P3 has been
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empowercd o manage the process through which what it designates as #pREPA Transactions”
are to be concluded. See also “Regulation for the procurement, Fvaluation, Selection, Negotiation
and Award of Partnership Contracts and Sale Contracts for the Transformution of the Llectric
System Under Act No. 120-2018, as amended” (March 8, 2019). P3 has concluded that the
transactions to be effected through the ECO PPOA and the Naturgy GSPA qualify as “PREPA
Transactions,” and accordingly final P3 approval will be required in order for the Agreements to
be enforceable. P3 has conditlonally approved the transactions envisioned by the ECO PPOA and
the Naturgy GSPA, subject to its review of the final versions of these Agreements. PREPA has
made a submission to p3 similar to the one being made with this letter, and pa's response and

approval are pending,

pursuant to Section 204{b)(2) of the Puerto Rico Oversight, Management, and Economic
Stahbility Act, 48 1.5.C. §§ 2101, et seq. ("PROMESA”), the FOMB has implemented a contract
review policy that requires “[alll contracts or series of related contracts, inclusive of any
amendments, modifications, or extensions, with an apgregate expected value of 510 milllon or
mare, including any profcsslonal advisory or personal services contracts, [to] be submitted to the
FOMB for its approval before execution.” FOMB Review of Contracts, November 6, 2017 as
modified onJuly 3, 2018, The transactions contemplated by the £CO PPOA and the Naturgy GSPA
are contemplated In PREPA’s Fiscal Plan; FOMPB's contract review policy is applicable to them
given that the value of each exceeds the $10 million threshold. Consequently, FOMB approval is
necassary pior to contract execution. PREPA has saught this approval, and made a submission
similar to the one pelng made with this letter, and the FOMB's review and approval are pendIng.

AT Reconciliation of the Terms of the ECO PPOA with Assumptions incorporated in
the IRP

As the PREB is aware, PREPA's IRP adversary proceeding filed in Docket
No. CEPR-AP-2018-0001, In Re: Review of the Puerto Rico Electric Power Authority Integrated
Resource Plan, envisions the replacement of the ECO Facility and the existing pefiuelas LNG
receiving rerminal with a new ESRU and combined cycle gas-fired generation facllity in the same
gcograph\cal area by 2025 (the “Replacement CCGT Project”). In PREPA's view, the terms it has
secured through negotiation of the ECO PPOA and the Naturgy GSPA make the continued
operation of the ECO Facllity and related Pefiuelas LNG receiving terminal a substantially more
attractive option than the Replacement CCGT Project.
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PREPA has reached this conclusion for several reasons. ‘The ECO Facility and Naturgy, as
LNG/natural gas supplier, have proven track records of reliable and cost-effective performance.
They represent, from PREPA’s perspective, the proverbial “hird in the hand.” By contrast, the
Replacement CCGT Project would entail significant execution risk and thus considerable
uncertainty, given (i) the protracted timing required for Federal Encrgy Regulatory Commission
approval of the installation and operation of the contemplated ESrU, (i) the difficulty of
obtaining land rights required for the construction of the Replacement CCGT Project, (i} the
chalienges of attracting project fin ancing for the Replacement CCGT Project due to the financial
challenges PREPA faces and may continue to face once it emerges from the current Title Il
process, and {iv) the protracted time frames which have been required for PREPA (and more
recently P3) to procure new generation in puerto Rico penerally. We also note that it s likely to
he costly to procure alternative generation sOUrces to bridge the timing gap in a.scenario in which
the currently effective EcoEléctrica PPOA lapses in 2022 but the Replacement CCGT Project
actually achicves commercial operation only in 2025 or later.

PREPA believes thatIn the circumstances it should favor the course that is most likely to
safeguard ratepayers agalnst the risks of materlal delays In the timing of, and even the ability to
implement, the Replacement CCGT project. This conclusion 1s supported by an assessment of the
alternatives recently performed by siemens PTI/CBA using the Aurora model employed in the
development of the IRP {the nEcoEléctrica New PPOA Assessment”), which is summarized in the
memorandum accompanying this letter as Attachment 4. In performing the EcoEléctrica New
PPOA Assessment, Siemens incorporated the Capacity Payment specified In the FCO PPOA, as
well as the fuel pricing formula specified in the Naturgy GSPA. It also assumed that the ECO
Facllity would offer nct dependable capacity of 530 MW, and a heat rates of 7.497 MMBtu/MWh
at 507 MW and a heat rate at minimum load of 8.038 MMBt/MWH (in line with the assumptions
previously used in the IRP). Given these assumptions, the Aurora model found the ECO PPOA (as
amended and vestated from the PPOA assumed in earlier IRP model runs) to the be the most
economic option under scenarlo A relative to the alternative presented by the Replacement CCGT
Project, Siemens found that signing the ECO pPOA would yleld savings over the IRP study period
having a Net Present Value of $705 million (or @ cost reduction of 5%) relative to the alternative
of not replacing the existing FcoEléctrica PPOA under Scenarlo 4 Strategy 2 with the ECO PPOA.
sjernens concludes on the hasis of the EcoEléctrica New PPOA Assessment that PREPA should
seck to execute the new ECO PPOA and Naturgy GSPA.

On the basls of Its analysls and the assessment Siemens has performed, PREPA has
concluded that its execution of the ECO PPOA and the Naturgy GSPA are more likely to provide a
secure and reliable source of power generation at the lowest reasonable costs than the
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alternative of pursuing the Replacement CCGT Project. We intend to file In Docket
No. CEPR~AP-’).018~0001 an update in the analysis presented in the IRP Main Report to
incorporate the assumptions included in the Ecobléctrica New PPOA Assessment and to reflect
the conclusions summarlzed above. In the meantime, we invite you to let us know if you would
like to discuss with PREPA and Siemens representatives the assumptions employed In and the

results of these new model runs.

V. Request for Treatment of this Letter and Accompanying Documents as
confidential

PREPA requests that PREB treat this letter, the ECO PPOA {Attachment 1), the Naturgy
GSPA (Attachment 2) and the Siemens analysis (Attachment 4) as Confidential because each
contains fnformation that qualifies as proprietary and includes trade secrets (i.e., confidential
and other protected information) which is protected under Puerto Rico jaw.d PREB reguiations
specifically provide for the designation of such Information as confidential.®

Act 80-201.1 defines a trade secret as any information that:

has a present or @ potential independent financial value or that
provides a business advantage, insofar as such information is not
common knowledge or readily accessible through proper means by
persons -who could make a monetary profit from the use or
disciosure of such information; and [flor which reasonable security
measures have been taken, as circumstances dictate, to maintain

its confidentlality.

Trade secrets may take a variety of forms, including “a process o manufacture, treat or
preserve materials, a formula or recipe, @ project or pattern to develop machinery, oF simply a
list of specialized clients that constitute 2 specific market which provides the owner with an
advantage over his/her competitors." These examples are not exhaustive, however, and the
Legislative Assembly has acknowledged In Act 80-201L's Statement of Motives that the broad

—

4 spp Industrial and Trade Secret protectlon Act of puerto Rico, dS amended, Act No. 80-2011; see also Pueito Rico
Energy Transformation and RELIEF Act, as amended, Act No. 572014, § 6,15 {establishing that any person having
the obligation to cubmit Information to the Energy Bureau can request privileged or confidential treatment of any
information which the submitting party belleves tu warrant such protectlun).

S Regulation B815, §10.2 {recognizing appropriateness of according proprietary information and trade secrets
confldential treatment); cft Regulation 8594, §1.15 {providing for designation of information submitted in support

ofan IRP as Confidential).
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definition of a trade secret includes “any confidential information with trade or Industrial value,
which its owner reasonably protects to prevent its disclosure.” In Puerto Rico, moreover; irade
secrets “donot require registralion or com pliance with any formalities in order tobe protectcd.”

As the Legislative Assembly has noted, “fallure to protect trade secrets could leave
companies at the mercy of any competitor or former employee who gains knowledge of any such
secret, whether directly from the owner or by other means.”

As a public body whose cosls are ultimately borne by cltizens of Puerto Rlco, PREPA hasa
strong Interest in protecting both its own trade secrets and the trade secrets of actual and
prospective vendors and contractors, such s EcoEléctrica and Naturgy: which entrust PREPA with
such information in confidence as part of business and financial dealings. The information
concerning pricing, dispatch, nomination procedures and the like incorporated into the proposed
agreements with FcoEléctrica and Naturgy is proprietary, commercially sensitive and qualifies as
trade secrets from the perspective of all parties involved. The disclosure of this information could
place PREPA in a competitively disadvantageous position in dealing with other prospective
electric power and natural gas suppliers, and therefore could impalr PREPA’s ability to acquire
electric energy, capacity and fuel from the markets at the lowest cost, ultimately harming
customers. Similarly, the disclosure of this information could adversely affect Naturgy in its
pegotiation of LNG and natural gas supply agreements with third parties.

Accordingly, PREPA respectfully requests that the PREB designate this letter, the ECO
PPOA, the Naturgy GSPA and this letter as Confidential. such a designation would be consistent
with a number of Resolutions and Orders addressing PREPA’s requests for confidential
deslgnationsin the ongoing IRP proceeding, Docket No. CEPR—AP—ZOlB-OOOl.“ PREPAIs prepared,
should the PREB direct it to do so, to submit versions of this letter and the Attachments that arc
redacted to remove informatlon gualifylng as confidentlal,

V. Reguest for PREB Approval

PREPA hereby requests that, pursuant to Regulation 8815, section 7.1, PREB review and
approve the FCO PPOA and the Naturgy GSPA. PREPA includes with this letter as Attachment 3
the Resolution of the PREPA Governing Board approving the submission of these Agreem ents to
the PRED and the FOMB for their review and approval and, subject to recelpt of the raquived P3,
FOMD and PREB approvals, the execution of the ECO pPOA and the Naturgy GSPA. PREPA further
6 5pe, e.g, June 10, 2019 Resolutlon and Order, atp. 2; narch 14, 2019 Resolution and Order, at p. 8; January 25,
2019 Resolution and Order, at p. 3.
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requests that, for good cause shown, the PREB grant any waivers of the requirements of
Regulation 8813 it may deem necessary to this end, and that it issue its approval within thirty
(30) days of the date of this submission, as contemplated by Section 7.2.(d) of sald Regulation.

please let us know If you have any guestions concerning this letter or the attached

Apreements,
Respectfully subipitted,
I
losé FrOftiz Vazquez
Executive Director and Chlef Executive Officer
Enclosed:

Attachment1- Amended and Restated Power Purchase and Operating
Agreement between EcoEléctrica, L.P. and PREPA

Attachment 2 - Amended and Restated Natural Gas Sale and Purchase
Agreement hetween Naturgy Aprovisinnamientos S.A,
and PREPA

Attachment 3 — PREPA Board Resolution dated October 31, 2019

Attachment 4 Memo to PREPA CEO and IRP Team from Slemens
PTI/AR dated October 2, 2019
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AMENDED AND RESTATED
POWER PURCHASE AND OPERATING AGREEMENT
BETWEEN
ECOELECTRICA, L.P.
AND
PUERTO RICO ELECTRIC POWER AUTHORITY

‘THIS AMENDED AND RESTATED POWER PURCHASE AND OPERATING AGREEMENT
(the “Agrecment”), entered into this [¢] day of [+], 2019 by and between ECOELECTRICA, LP.a
limited parlnership organized under the laws of Bermuda with its principal office at Road 337, Km. by o
Bo. Tallaboa Poniente, pefiuelas, PR 00624-7501, and authorized to do business in the Commonwealth
of Puerto Rico (“Seller”) and hercin represented by Carlos A. Reyes, President & General Manager,
who is duly authorized to enter into this Agreement, and the PUERTO RICO ELECTRIC POWER
AUTHORITY, a Puerto Rico public corporation and governmental instrumentality of the
Commonwealth of Puerto Rico, authorized to enter into this Agreement by virtue of Act Number 83 of
May 2, 1941, as amended (22 1.P.R.A. § 196(1)), with offices at [1110 Ponce de Leon Avcenuc,
Santurce, Puerlo Rico] (“PREPA”) and herein represented by its [e], of legal age, [marricd, | and
resident of |#]. Both Seller and PREPA arc perein individually referred to as a “party” and collectively
referred to as the “Parties”.

RECITALS
WHEREAS:

A. PREPA and Seller are parties to the Power Purchase and Operating Agreement, dated as of
March 10, 19935, as amended on October 31, 1997 and September 28, 2006 (Lhe “Pre-
Restatement PP( AT,

B. Seller owns, operatcs and maintains an approximately 530 MW cogeneration facility in
Pefiuelas, Puerto Rico, that operates on patural gas as primary fuel and dicsel fuel oil as
backup fucl;

e

PREPA is an clectric utility engaged in the gencration, transmission, distribution and sale of
electric power within the Commonwealth of Puerto Rico;

D, on July 2, 2017, PREPA commenced procecdings ander Title (I of the Puerlo Rico
Oversight, Management and FEconomic Stability Act (“PROMESA”) before the District
Court for the District of Puerto Rico (the “pROMESA Cowt™), which is being administered

under Case No. 17-4780 (LTS) (the «pROMESA Case™);

E.  in connection with the transformation of the clectricity sector in Puerto Rico and (0 provide
cost savings required by PREPA’s fiscal plan, the Partics have agreed Lo enter into this
Agrecment, which amends and restates the Pre-Restatemnent PPOA in its entirety, by among

other things, providing for the purchase and sale of Dependable Capacity (as defined below)
with a discount to the Capacity Payment (as defined below), and providing PREPA with
greater flexibility in the procurement of Fuel (as defined below) by adopting an encrey
conversion structure under which PREPA will deliver to Seller all of the Natural Gas (as
defined below) required for the production of Net Elcctrical Qutput (as defined below); and

FE.  Seller will sell exclusively to PREPA, and PREPA will purchase, the Dependable Capacity
made available by Seller in compliance with the Public Utility Regulatory Policies Act of
1978, as amended.
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NOW TIEREFORE, in consideration of these premiscs and of the mutual covenants and agreements
set forth herein, Seller and PREPA, intending to be Jegally bound, hereby agree 10 amend and restate
the Pre-Restatement PPOA in its entirety as follows:

1.1

—

DEFINITIONS AND lNTERPRETAT[ON

Gach of the following lerms shall have the meaning stated below:

«Acceplable Guarantor” — Any Person meeting the Credit Standards that is approved by Seller
to provide a guarantce; provided that such approval shall not to be unreasonably withheld or
delayed.

«Acceptable € suarantec” — A guarantce, executed by an Acceptable Guarantor and substantially
in the form attached as Exhibit [#] to this Agreement (or in such form as is otherwise acceptable
to Seller).

“Acceptable Former Commonwealth Entity” - An entity that timely satisfies the requirements
of Section 22.4.

«Acceptable letter of Credit” —An irrevocable, standby Jetter of credit in form and substance
reasonably acceptable to Seller, issued with a face value of |#]' by an Acceptable Letter of
Credit Provider.

«Acceptable Lefter of Credit Provider” — A bank, insurance company, Or other financial
institution organized of licensed as a branch or agency under the laws of the United States of
America that meets the 1.etter of Credit Issuing Bank Requircments.

“Acceptable Private Assignec” — (a) A Non-(‘.ommonwaalth Entity that upon @ Transfer,
satisfies as of the date of the Transfer, and covenants to maintain in full force and effect during
{he Term, one of the following: (i) full compliance with the Credit Standards; (if) the delivery
to Seller of a legal, valid, binding and en forceable Acceplable Guarantce from an Acceptable
suarantor; or (iii) the delivery of an Acceptable Letter of Credit; or (b) an Acceplable Former
Commonwealth Entity.

“Actual Gas Utilization™ —Natural Gas atilized during the Billing Period as measured (a) prior
to the installation of the NG Measurement Facilities, in accordance with the Agreed Operaling
Procedures, or (b) after such installation, by the NG Measurement Facilities.

«Additional Availability Adjustment Pactor” — As set forth in Appendix C.
«Additional Performance Test” — As set forth in Section 12.1.

“Adjusted (juaranteed Base Load Heat Rate”™ - () R B0 DY KWh for the period prior to
the Declaration Date for Performance Test 1 and (b) for the period after the Declaration Date
for Performance Test 1, the Guaranteed Base 1.0ad Heat Ratc, as adjusted per the applicable
Degradation Adjustment Vactor for such period according o Appendix N.

« A ffiliate” — Any Person controlling, controlled by or under common control with any other
Person. For purposes of this definition, «control” (including #controlled by” and “under
common control with”) means the possession, directly or indirectly, of the power to direct or
cause the direction of the management and policies of such Person, whether through the
ownership of fifly percent (50%) or more of the voting securities or otherwise, including

__,———-—-—__————__

| NTD: nder review by and between Naturgy and Seller.
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through the power (whether by ownership of share capital, voting security, contract or
otherwise) to appoint fitty percent (50%) of the board of directors or equivalent management
body of such cntity.

“Affirmative Abandonment Notice” - As set forth in Section 15.1.

« AfTumative Permanent Abandonment Purchase Price” — As set forth in Qection 15.1.

“Agreed Operating Procedures” — (@) Prior to the finalization of the Agreed Operating
Procedure under Section %.11, the Agreed Operating procedure dated November 23, 2004 and
(b) thereafler, as set forth in Section 8.1 1, as may be modified from time to time with the written
consent of the Parties.”

«Agreement” — As sel forth in the first paragraph of this document.
«Ancillary Services” — As set forth in Appendix K.

« A gsumption Order” — An order of the PROMESA Court, in form and substance acceptable to
Seller, that authorizes the assumption by PREPA of this Agreement.

« Assumption Period” — As set forth in Section 15.6.

«Authorized Officer” — The President, any Vice President, the Treasurer, the Secretary or the
Assistant Secretary of Seller.

«Automated Peaking Request” — Net Clectrical Output, in excess of Dependable Capacity,
automatically generated by the Facility in response 0 2 frequency disturbance or other event.

“Automatic Generation Control” of “AGC” — Provides supplementary control that (a)
automatically adjusts the power output jevel of the Facility, (b) maintains system frequency as
close as possible L0 the desired valuc, minimizing the accumulation of system time error, and
(c) maintains {he Facility as close as possible to its cconomic loading as calculated by the
Economic Dispateh. AGC includes Load Frequency Control, Economic Dispatch, spinning
reserve computation, and production costmon itoring. Appendix A specities the Design 1imits
applicable to the Facility for the purpose of AGC. Such limits shall include maximum ramping
rates and allowable step changes.

« A vailable Capacity” — For any hour, the average net clectric generating capacity of the Facility
made available at the [nterconnection Point for dispatch to PREPA for that hour, expressed in
kilowalts.

« Ayailable Hours” —The number of hours In which the Facility is capable of providing service
and such service is made available to PREPA, whether or not it is actually in service and
regardless of {he capacity levcl that can be provided.

«Ayerage Correction Factor” - The weighted average (weighted on an hourly basis by the
delivery of the entire volume of Net Elcctrical Output during a Billing Period) of the tuel Cost
Correction 1'actors, ds determined in accordance with the formula sct forth in Appendix O.

«Average Net Derating” -~ For any hour, the difference expressed in kilowatts between the
Dependable Capacity and the Available Capacity, including deratings altributable to a Foree
Majeure claimed by Seller, for such hour; provided that, where Available Capacity exceeds
Dependable Capacity for any hour, the Average Net Derating shall equal 7ero (0) for such hout.

____——____——-

2 The Agreed Qperating Procedurcs will need 1o be revised to reflect the new fuel procurement arrangements (including the
procurement of Backup Fucl) contemplated by (his Agrecment.
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«gackup Fuel” — Diesel fuel oil No. 2 distillate procured by Yeller or any other Lype of fucl or
fuel arrangements as mutually agrecd by the Parties.

«packup Fuel Cost” — The cost of Backup Fuel procured by Seller during a Billing Period in
accordance with Section 13.1.

“Rackup Fuel Delivery Point” — The Backup Fuel tank at the Seller’s Complex.
«“Backup Fuel Measurement Procedurcs” — As set forth in the Agrecd Operating Procedurcs.
“Rackup Fuel Specifications” - As set forth in Appendix k.

“Rase Load [leat Rate” — The Heat Rate, assuming operation of the Facility at Dependable
Capacity.

«Billing Period” — As set forth in Section 10.4.

«(alendar Year” or wyear” — A Calendar Year shall be the twelve (12) month period beginning
12:00 midnight on January { and ending at 12:00 midnight on the subsequent December 31.
The terms Calendar Year and Ycar may be used interchangeably and shall have the same
definition.

“(Capacity payment” -Sel ler’s entire remuneration for the provision of Available Capacity and
Ancillary Secrvices and the delivery of Net Electrical Output at the Interconnection Point

associated with such Available Capacity, as calculated in accordance with Section 11.2.
“(apacity Payment Discount” - As set forth in Appendix C.

«(:apacity Purchase Price” - As set forth in Appendix C.
«Commercial Operation Date” —March 21, 2000

“Commonwealth Entity” — A government agency, body, or public corporation that is controlled
cntirely by the Commonwealth of Puerto Rico.

«Commonwealth Assignee” — A Commonwealth Entity to whom a Transfer was made pursuant
to Section 22.3.

s(ontract Capacity” - ‘MW

“(ourt of Competent Jurisdiction” - The state courts of the Commonwealth of Pucrto Rico, the
United States District Court for the District of Puerto Rico, the PROM ESA Court, the United
States Court of Appeals for the First Circuit and the United States Supreme Court.

«Credit Standards” — () Two credit ratings that are equal to or befter than the following, as
applicable: (i) BBB- by S&P, (ii) Baa3 by Moody’s or (iii) RBB- by Fitch, or (b) two long-
term unsecured debt ratings that arc equal to or better than the following, as applicable: (i)
BBB- by S&P, (ii) Baa3 by Moody’s or (iii) BBB- by Fitch; provided that if two or more of
the foregoing agencies cease (0 exist or issue credit ratings, such other equivalent ratings of
another rating agency of comparable standing that is reasonably acceptable to Seller shall apply-

«Credit Standard Event” — Either () with respect to an Acceptable Private Assignec that has
not provided an Acceptable Guarantec or an Acceptable Letter of Credit, the failure of such
Acceptable Private Assignec to continue 0 meet the Credit Standards, or (b) with respect Lo an
Acceptable suarantor, the failure of the Acceptable (uarantor to mect the Credit Standards, or
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any other condition imposed by Seller in order for such guarantor to be considercd an
Acceptable Guarantor.

“Current Assets” - Cash held in an operating and maintenance rcserve account, cash and
marketable securitics (both not restricled for use and available for cument operations),
inventories, receivables collectible within one (1) year, accounts receivable, notes receivable,
prepaid expenses, and consumables and sparc parts expected to be used in the Scller’s Complex
within one (1) year and that are not required Lo be depreciated according to GAAP.

«Current 1iabilities” — Accounts payable, collections received in advance of services, accrued
expenses and other liabilities (excluding principal and interest repayment) coming duc within
one (1) year.

«Declaration Date” - As set forth in Section 12.4.
*Declaration Notice” — As sct forth in Section 2.2
“Deemed Abandonment Purchase Price” — As sel forth in Section 15.2(c).

“Degradation Adjustment Factor” — The Heat Rate degradation factor per original equipment
manufacturer degradation curves, as utilized in setting the Heat Rate Degradation Curves.

«T)emand Charge” — The demand charge of SR

“Demand Charge Escalation Factor™ One (1) for 2019, which amount is read] usted each Year,
beginning January 1,2020 (whether or not the Effective Date has occurred prior to such datc),
using an escalation factor of two percent (2%) per Year.

“Dependable Capacity™ (a) ‘[he Contract Capacily, for the period prior to the Declaration Date
for Performance Test 1, and (b) on any date thercafter, (i) cxcept in the event that the Parties
have agreed to a Dependable Capacity in accordance with Qection 12.3, the lower of (A)
Contract Capacity, and (B) the Tested Capacity, declared by Seller on the most recent
Declaration Date and (if) in the event that the Parties agreed to a Dependable Capacity in
accordance with Scetion 12.3, such agreed to fevel of capacity.

“Perated Hours™ -- That hour or hours, exclusive of Outage Hours, when the Facility is not
capable of operating at one hundred percent (100%) of its Dependable Capacity, including
hours attributable to a Force Majeure claimed by Seller.

“Design 1imits” — As set forth on Appendix A hereto.

“Dispatch” - The ability of PREPA’s dispatching centers L0 schedule and control, directly or
indirectly, manually or automatically, the generation of the Facility in order to increase or
decrease the Net Llectrical Output delivered to the PREPA system in accordance with Prudent
Utility Practices, and subject to the Agreed Operaling Procedures and the Facility’s Design
Jimits.

“Dispatch Instructions™ — As set forth in Scction 7.1
“Dispatchable Mode” — A period during which the Facility will be on PREPA’s AGC system
with the turbine-generator governors in the freguency bias mode and voltage regulators n

service, or off AGC and block-loaded at PREPA’s request, with the speed governors and
voltage regulators in scrvice.

«Economic Dispatch™ - The distribution of total PREPA energy needs among available sources
for optimum system economy in accordance with prudent Utility Practices.
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“Fffective Date” — As set forthin Section 2.1

sElectrical Metering Equipment” -~ All meters and metering devices (including RTUs) used o
measurc the delivery and receipt of Net [lectrical Output and Available Capacity at the
Interconnection Point.

“[mergency” — A condition or situation which in the sole judgment of PREPA is likely to result

in imminent significant disruption of service to @ significant number of customers or is
imminently likely to cndanger life or property.

“ppergy Control Center” — Lnergy control center for the operation of the Grid System.

“Epergy Policy Act” — The “Puerto Rico Fnergy Public Policy Act” (SB 1121), enacted April
11,2019,

“Environmental Costs” — As set forth in Section 20.1.

“Lquity” - Seller’s net worth in (he Seller’s Complex after deducting its liabilities from its
assets.

“Equivalent Availability Adjustment Factor™ As set forth in Appendix C.
“Equivalent Availability Factor™— As s¢t forth in Appendix C.

“Equivalent Derated Hours” — For any period of time, the number of hours, equal to the sum
of the fractions obtaincd by dividing the Avcrage Net Deratings for each hour during such
period by the Dependable Capacily applicable (o such hour.

“LEquivalent Girid Force Majeure Hours” — As set forthin Appendix C.

“|iquivalent Force Majeure (Tours” -~ For a Force Majeure claimed by Seller during any period
of time, the sum of (a) the sum of the fractions obtained by dividing, for cach Nerated Tour
during such period, {he Average Net Deratings during such Derated [Tour attributable to such
Force Majcure by the Dependable Capacity applicable to that Derated Hour, plus (b) all Outage
Hours attributable to such Foree Majeure.

“liquivalent Total Force Majeure Hours” - As set forth in Appendix C.

spxcludable Contract” — Any contract cntered into betwecen eller and another Person (the
“Counterparty™) il such contract fails Lo satisfy any of the following requirements: (i) a prudent
person excroising reasonable business judgment in light of the facts and circumstances
prevailing at the time such contract was exccuted would bave entered into such contract, (ii)
such contract is reasonably related to the performance (or ensuring the performance) hy Seller
of its obligations under this Agreement, (iii) such contract was entered into by Seller in good
faith and not with a view to adversely affecting PREPA’s interests under Article 15, (iv) if the
Counterparty to such contract is an Affiliate of Seller, the rights and obligations of Seller under
such contract relate solely to the supply, transportation or terminalling of fuel for use in the
Facility or such contract is the Tolling Agrecment and the rights and obligations of Seller under
such contract (taken as whole) are not materially less f: avorable to Seller than Seller could have
obtained in a comparable transaction entered into 4t the same time such contract was executed
with a Person who was not an Affiliate of Seller, (v) such contract does not require Seller Lo
repay, guarantce or otherwise become liable in respect of any indebtedness for borrowed money
(ot to reimburse any Person for amounts drawn under a letter of credit), and (vi) such contract
does not evidence any interest hedging transaction (or other similar hedging transaction);
provided that (x) the Tolling Aprecment need not satisfy the requirements of clause (if) of this
definition and (y) if the Tolling Agreement does not initially satisfy the requirements of clause
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(iv) of this definition, the Tolling Agreement may be amended or modified on or prior to the
Purchase Closing Dale pursuant to Article 15 so as to bring it into compliance with the
requirements of clause (iv) of this definition. Scller and PREPA agree that there shall be a
rebuttable presumption that all contracls to which Scller is a party on such Purchase Closing
Date satisfy clauses (1), (ii), (iii), and (iv) of this definition; provided that this presumption shall
not apply to any such contract unless Seller delivers Lo PREPA, reasonably in advance of such
Purchase Closing Date, (i) a copy of such contract certified by Seller as being a i, complete
and cotrect copy thereof and (ii) all information reasonably available to Seller (or any of its
Alfiliates) without undue burden that is relevant to establishing whether or not such contract is

an Lixcludable Confract within the meaning of this definition.

“Facility” — Seller’s cogeneration facility, consisting of two combustion turbine units of
approximately 187 MW each and one steam turbine unit of approximately 214 MW, including
auxiliary equipment and unit transformers on Seller’s side of the interconnection Point.

“pir Market Value” - The fair market value as determined by a Valuation Firm, based on such
firm’s assessment of the cash price that an informed and willing seller (under no compulsion
to sell) would reasonably obtain in an arms-length private sale of (i) the Seller’s Complex, and
Gi) if applicable under Section 15.3, the LNG T'erminal ot 1.NG Terminal Inventory, to an
informed and willing buyer (under no compulsion 0 purchasc), using a commonly accepted
valuation methodology applicable at the time of determination and assuming a closing date of
sixty (60) days after the Valuation Firm renders such determination.

“FRRC” - The Federal Lnergy Regulatory Commission, or any successor thereto.

“Final Order” — Any order or other action of a Court of Competent Jurisdiction (a) as to which
no appeal, notice of appeal, motion to amend or make additional findings of fact, motion to
alter or amend judgment, motion for rehcaring or motion for new trial has been timely filed or,
if any of the foregoing has been timely filed, it has becn disposed ol in a manner that upholds
and affirms the subject order in all material respects without the possibility for further appeal
or rehearing thereon and (b) as to which the time for instituting or filing an appeal, motion for
rehearing or motion for new frial shall have expired, excluding any additional time periods that
may begin as a result of United States Federal Rule 60(b).

“piscal Year” - The Calendar Y ear, unless otherwisc agrecd by the Parties.
spitch® - Fitch Ratings, Inc. or any suceessor hereto.

«Fixed Cost Lscalation Factor” -- A fraction, (i) the numerator of which shall be the average of
the twelve (12) monthly values of the US-CP1 corresponding to the twelve (12) months ending
on December 31 of the Year immediately preceding the date of such calculation and (ii) the
denominator of which shall be the average of the twelve (12) monthly values of the US-CPI
corresponding to the twelve (12) months ending on December 31,2018. Forthe Year 2019 the
Vixed Cost Escalation Factor shall be equal Lo 1 (one).?

«Fixed O&M Charge” — As sel forth in Appendix C.*

«FOMDB” — The Fiscal Oversight and Management Roard of Puerto Rico, established under the
Puerto Rico Oversight, Management and Stability Act of 20 16.

* For the avoidance of doubl, the Fixed Cosl Escalation Faclor for an Flfcctive Dale in the Year 2020 shall be based on
escalation from 2019 © 2020.

4 pixed O&M Charge for the Year 2019 of _] is cqual Lo S (the fixed Q&M charge stipulated in the originel
conltract).
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«porce Majeure” — AS set forth in Article 17.
«Fyel” - - Natural Gas or Backup Fuel.
«Fuel Cost Correction Curve”-The specifications set forth in Appendix B.

#[uel Cosl Correction Factot”— For each hour, the factor used I the determination of the
Average Correction Factor, based on the average for the hour of the percent of Dependable
Capacity (rounded to the nearest percentage point) determined in accordance with Appendix
B.

spyel Delivery Point” - The NG Delivery Point and the Backup Fuel Delivery Point.
“Fuel Supply Requirement” - As set forth in Section 13.1.

«GAAP? — Generally Accepted Accounting Principles, as promulgated by the Financial
Accounting Standards Board or its predecessor or SUCCEsSOrs.

«Gus Fuel Cost” -- The cost of NG during a Billing Period, as invoiced to PREPA by the NG
supplier for the first LNG cargo unloaded at the LNG ‘Terminal during the Billing Period, or if
no 1NG cargo was unloaded at the LNG ‘Terminal during the Billing Period, the cost of NG at
the last shipment of LNG cargo unloaded regardless of the Billing Period in which the
unloading occurred.

«General Technical Requirements” ~ As set forth in Appendix K.
“(3rid Force Majeure Event” — As set forth in Section 17.3.

“(3rid Force Majeure Event Floor” — AD amount in dollars equal to the product of the Fixed
0O&M Charge multiplied by the Dependable Capacity.

«Grid Restoration Period” -~ As sel forth in Section 17.3.

“Grid System” — The interconnected network of high voltage fransmission lines, low voltage
distribution lines and associated clectric substations, owned by PREPA, which transmits /
distributes electricity to ratepayers in the Territory.

«“Guaranteed Dase Load Heat Rate” - (2) N Bt per kWh for the period prior 10 the
Declaration Date for Performance Test 1, and (b) on any datc of determination from and after
the Declaration Date for Performance Test 1, the lower of (a) the Adjusted (juaranteed Basc
Load Heat Rate in effect on the date before the most recent Declaration Date, and (b) the Tested
Heat Rate, declared by Seller on the most recent Declaration Date.

«Guaranteed Fuel Utilization” — Means the guarantced fuel utilization for the Units (utilizing
Natural Gas that complies with the NG Fuel $pecifications) determined in accordance with the
formula set forth in Appendix O.

“Heat Rate” - The fuel encrgy consumption expressed in Blu (Higher Heating Value) required
for the Facility to generate On¢ (1) kWh of net electric encrgy.

“Heal Rate Adjustment” -~ As set forth in Appendix O.

“Heat Rate Degradation Curves” - ‘The Heat Rate degradation curves set forth in Appendix N
that show the expected [Teat Rale degradation utilized to establish the Degradation Adjustment
Factor.
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“Higher Heating Value” — The amount of heat released by the unit mass ol volume of fuel
(initially at 25°C) once it1s combusted and the products have returned to a temperature of25°C,
including the latent heal of the vaporization of water.

“[pterconnection Facilities” — Seller [nterconnection Facilities and PREPA Interconnection
Facilities.

“|nterconnection Point” — The physical point(s) where the Facility interconnects with the Grid
System, as set forth on Appendix E.

“Interim Operator” — As set forth in Section 15.8.
“Interim Period” — As set forth in Section 15.8.

“[pterest” - The compensation for (he accrual of monetary obligations under this Agreement
computed monthly and prorated daily from the time each such obligation is past due based on
an annual interest rate equal to the lesser of (i) the Prime Commercial 1.ending Rate as sct by
Citibank N.A., New York, New York or any other bank as mutually agreed by the Partics or
any other equivalent rate as mutually agreed by the Parties and (31) the maximum rate allowable
under Article 1649 of the Puerto Rico Civil Code or successor statute applicable to past due
amounts.

“inventory Amount” — On any date of determination, arn amount equal to the audited cost to
Seller (determined in accordance with GAAP) of spare parts owned by Seller and maintained
as inventory for the Seller's Complex on such date; provided, {hat such sparc parts (i) have
been purchased by Seller no earlict than six (6) years prior to such date, (i) donot include any
expendables, consumables, or bulk materials, (iii) have a unit cost (or anit set cost) of no less
than ten thousand dollars ($10,000), which amount shall be subjeet to the Annual PPI
Adjustment (as defined below); (iv) individually are ncw or reconditioned and in good working
order; and (v) have been purchased in accordance with Prudent Utility Practices; and provided,
further that PREPA’S obligation to pay L0 Seller the portion of the Inventory Amount pursuant
to Article 15 shall not cxceed Lwenty-seven million, five hundred thousand dollars

), which amount shall be subject to the Annual PPl Adjustment (as defined
below). For purposes of this definition, «Apnual PP Adjustment” means, with respect Lo any
dollar amount specified in this delinition, an adjustment of such dollar amount as of January 1
of each Year (commencing on {he first full year (o occur after the Commercial (Operation Date)
in an amount equal to such dollar amount (as previously adjusted from time 1o time) multiplied
by a fraction, the numerator of which shall be the average of the twelve (12) monthly values of
the PPI for the twelve (12) months ending on December 31 of the Year immediately prior to
the date of calculation, and the denominator of which shall be the average of the twelve (12)
monthly values of the PP] for the twelve (12) months ending on December 31 of the Year which
is two (2) Years prior to the date of calculation.

« etter of Credit Default” — A Letler of Credit Issuer Event occurs with respect to a Letter of
Credit Issuer if:

(a) a Letter of Credit Issuer fails to honor Scller’s request 1o draw on an Acceptable
Letter of Credit when such request is in accordance with the requirements of
such Acceptable Letter of Credit;

(b) a Letter of Credit Issuct disaffirms, disclaims, repudiates or rejects, o whole
or in part, or challenge the validity of, an Acceptable ] etter of Credit;
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(c) an Acceptable Letter of Credit expires or terminates (including expiration or
termination in accordance with its terms), or fails or ceases to be in full force
and effect at any time after the execution date thercof;

(d) any bankruptey event oceurs with respect to 2 1.ctter of Credit Issuer; ot

(e) an Acceptable letter of Credit is not renewed ot replaced at least fourteen (14)
business days prior to the expiration of such Acceptable Letter of Credit.

] etter of Credit Issuer™ - An entity that has jssued an Acceptable Letier of Credit.

« etter of Credit Issuer Event” - A Letter of Credit 1ssucr has ceased to satisty the Letter of
Credit Issuing Bank Requirements or is no longer organized or licensed as a branch or agency
under the laws of the United States of America.

“Letter of Credit Issuing Bank Requirements” - For an Acceptable Letter of Credit Providet,
two credit ratings that are equal Lo or befter than the following, as applicable: (2) A3 by
Moady’s, (b) A- by S&P, or () A- by Fitch; provided that il more of than one of Moody’s,
g&P and Fitch ceases 10 exist or issuc credit ratings, an cquivalent rating of another rating
agency (or if all three so cease, LWO rating agencies) of comparable standing that is reasonably
acceptable to Seller.

SNG” - Natural Gas in 2 liquid state at or below its boiling point and al or near almospheric
pressure.

«] NG Terminal” -- The unloading arms, pict, dock, storage and vaporization facilities and all
related interconnection and ancillary equipment utilized in Seller’s Complex to unload, store,
and vaporize LNG.

“I NG ‘Terminal lnventory” - As of the cffective date of any purchase of the LNG Terminal
pursuant to Section 15.3, the sparc parts owned by Seller and maintained as inventory for the
LNG Terminal on the day prior to such date; provided, that (i) Scller has purchased such spare
parts no carlier than six (6) years prior 10 such date, (ii) such spare parts exclude any
expendables, consumables, or bulk materials, have a unit cost (or unit sct cost) of no less than
ten thousand dollars ($10,000), which amount shall be subject to the Annual PP1 Adjustment
(as defined below) and individually arc ncw or reconditioned and in good working order.

“(oad Frequency Control” - The control function within the AGC system for the regulation of
the power output of the Facility, in response L0 changes in system frequency and s0 @S to help
maintain the scheduled frequency within predctennined limits.

“Maximum Recovery Period” — A period of BrAIEE] consecutive days following the
occurrence of a Grid Force Majeure Lvent.

“MM 1 Program™ - As set forth in Section 12.1(b)-

«MM 11 Program™ - As sel forth in Section 12.1(c).

«MMBTU” - Million British thermal units ([Tigher Heating Value).
“MRCC? — As set forth in Section 26.1(c).

“Mode of Operation” — As sct forth in Appendix K.

“Moody’s” — Moody’s InvesLors Qervice, Inc. or any suceessor thereto.
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«“Monthly Aggregate Amount” — An amount for any month, equal to the sum of the Capacity
Payment, the Monthly Start-up Reimbursement, [leat Rate Adjustment, Backup Fuel Cosl and
peaking Encrgy Cost.

“Monthly EAF” - As set forth in Appendix C.

«Monthly Invoice” — As sct forth in Section 11.1(a).

“Monthly Start-up Reimbursement” - The amount in dollars, calculated in accordance in
Appendix G, to reimburse Seller for the restart of any Unit of the J'acility following (i) arequest
by PREPA undet Section 7.3 to shut down any Unit of the Facility or (ii) any shutdown ofa
Unit Pacility triggered by the Grid System; provided that Seller shall credit to PREPA the cost
of the fuel required for a gas turbine Unit to achicve synchronization with the Grid System
during each start up as provided in Appendix G.

“Natural Gas” or “NG” — Any saturated hydrocarbon or mixture of saturated hydrocarbons
consisting essentially of methane and other combustible and non-combustible gascs ina
gascous state.

«N(; Delivery Point” - The position of the NG Measurement Facilities located downstream
from the connection of (he boil-off gas pipe to the main pipeline where Natural Gas enters the
Facility, as further detailed in Appendix I1.°

«NG Fuel Specifications” — The specifications set forth in Appendix J.
«“N( Measurcment Facilitics” — The main and back-up meter and other equipment as necessary
to measure the volume and encrgy of Natural (ias delivered pursuant to this Agreement, and

the on-line chromatographs installed and maintained by Seller, that are necessary (0 measure
(he quality of Natural Gas delivered pursuant to this Agreement.

“NG Measurement Review Period” - As sel forth in Section 13.8.
“Naturgy” — Naturgy Aprovisionamientos S.A. or any of its Affiliates.

“Net Electrical Output” — The net clectrical cnergy output of the Facility, expressed in kWh,
delivered from the Facilily at 230 kV to the Interconnection Point.

«Non-Commonwealth Entity™ -- A Person fhat is not, or that ceascs L0 be, & Commonwealth
Entity.

“Non-Conforming NG” - As set forth in Section 13.6(2).

«“Non-Scheduled Qutage”™ - A planned interruption of all or a portion of the clectrical output of
{he Facility that has been coordinated with PREPA and is required for any purposc including
inspection, preventive mainlenance, or correclive maintenance and which has not been included
in the Scheduled Outage Program.

“Qperation Security” — As sct forth in Section 19.3(a).

“Qriginal Effective Date” — March 10, 1995.

“(Outage [Tours” - The number of hours, including hours attributable to a Force Majeure
claimed by Seller, thal the Facility is not capable of providing service al any capacity level,

SNTD: This definition should align with the definition in the TSA and the Restalement GSPA.
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including any period of time that the Facility is not available duc to oulages affecting the I.NG
‘I'erminal.

«p3A” — The Puerto Rico Public-Private Partnership Authority.
“party” or “Parlies” - As set forth in the first paragraph of this Agreement.

«peaking Lnergy Cost”— Anamount (expressed in dollars) equal to the peaking Rate multiplied
by the volume of Net Electrical Output delivered Lo the Interconi ‘tion Point in response to a
Peaking Request.

“peaking Rate” — An amount equal to S e kilowatt hour, as increased annually,
commencing in calendar year 2020, by the Demand Charge Fscalation [Factor.

“peaking Request” - An Automated Peaking Request or PREPA Peaking Request.
“percent of Dependable Capacity” — As sct forth in Appendix B.

“performance Tests” — The Scheduled Performance Tests and the Additional Performance
Tests.

«performance Test 17 - As set forth in Section 12.1(a).
«performance Test 27 - As set forth in Section 12.1(b).
«performance Test 37 - As set forth in Scction 12.1(¢)-
“period Hours” — All hours in the relevant period.

“permancnt Abandonment” — (a) An affirmative action taken by Seller, its Successors, or
assignees, s applicable, L0 permanently shut down the operations of the Facility, or (b) the
Available Hours equalling 7cro (0) for any period of wenty-four (24) consecutive months
whether or not a Force Majeure cvent has been claimed by Seller, excepl to the extent that the
shutdown refercnced in subsection (b) of this definition is the result of PREPA not having
satisticd the Fuel Supply Requirement.

“pPermanent Closing” - Shall be deemed Lo have occurred when the Available [Tours equal zero
(0) for any period of twelve (12) consecutive months, excluding periods of outages due to Force
Majeure.

“Permits” — All permits, licenses, approvals, authorizations, consents, variances or waivers
issued by federal, Commonwealth and local agencies, commissions, authorities and regulatory
bodics with jurisdiction over Seller and the Seller’s Complex which are necessary or required
for the development, construction, operation or maintenance of the Seller’s Complex.

“person” - An individual, partnership, corporation, limited liability company, business trust,
joint stock company, trust, unincorporated agsociation, joint venture, governmental authority
or other entity of whatever nature.

«ppI” - The Producer Price Index lor Capital Equipment, Construction machinery and
equipment (Table 2, Commodity code 11-2) as published by the United States Department of
Labor, Bureau of 1 abor Statistics.

“post-Original Effective Date Environmental Costs” - As set forth in Section 20.1.

“post-Original Effective Date Taxes” — As scl forth in Section 20.1.
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«pre-Restatement PPOA” - As set forth in the first recital of this Agreement.

«pREDB” - The Puerto Rijco Lncrgy Burcau, established by Tuerlo Rico Act 572014 (as
amended).

“pREPA 1974 Agreement” - The 1974 Agrecment betwecn PREPA and State Strect Rank and
‘T'rust, Company, as successor trustee

“PREPA 1974 indentute” -- The Trust Indenture dated January 1, 1974, as amended between
PREPA and The Chase Manhattan Bank (National Association) as successol trustee.

“PREPA [nterconnection Facilities” - All equipment and facilities located on PREPA’s side of
the Interconnection Point constructed and installed for the purpost of interconnecting the
Facility with PREPA’s electric transmission systet, including but not Jimited to, all Clectrical
Metering Equipment, transmission lines and associated equipment, relay and switching
equipment, and protective devices and safety equipment, as set out in Appendix E.

“PREPA LNG Terminal Purchase Notice” - As sel forth in Section 15.3.

“pREPA’s Operating Period” — As set forth in Section 19.6(2).
“pREPA Peaking Request” - As sel forth in Section 7.5.

«pREPA Power Plant purchase Notice” — As set forth in Section 15.1.
“Project Lender” - As set forth in Section 22.2.

SPROMESA” — As sct forth in the fourth recital of this Agreement.
«pROMLSA Case” — As sel forth in the fourth recital of this Agreement.

«pROMESA Coutt” — As set forth in the fourth recital of this Agrecment.

“Prudent Electrical pPractices” - Those practices, methods, standards and acts which, in the
exercisc of reasonable judgment in light of the facts known at the Llime a decision was madc,
would have been used in prudent clectrical engincering and operations 10 operate @ facility
similar to the Facility under the same of similar circumstances, including equipment for the
generation, {ransmission, distribution and delivery of clectricity, lawfully and with efficicney

and dependability, and that are in accordance with the National Electrical Safety Code, the
National Elcctrical Code and any other applicable federal, state or local code.

«prudent Utility Practices” — Those practices, methods, standards and acts which, in the
excreise of reasonable judgment in light of the facts known at the time a decision was made,
would have been generally Tollowed by the clectric generation industry inthe | Jnited States and
Pucrto Rico, as changed from time 0 time, which gencrally include, but are not limited to,

engineering and operating considerations.
«purchase Closing Date” — As set forth in Section 15.6.
«pyrchased Assets” — As sct forth in Section 15.6.

«purchase Price” — As set forth in Scction 15.6(a).

«pyRPA” — The public Utility Regulatory Policies Act of 1978 and the regulations
promulgated thercunder in effect as of the date this Agreement is executed or as they arc
amended in the future from time Lo time.
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“Qualified Operator™ - Seller or any Affiliate of Seller or any Affiliate of either of Seller’s
general partners, or another qualificd and experienced operator acceptable to PREPA.

“Qualifying Facility” - A cogeneralion facility or a small power production facility which isa
Qualifying Facility under Subpart B of Subchapter K, Part 292 of Chapter 1, Title 18, Code of
Federal Regulations, promulgated by the FERC as such regulations are in effect on the date
hereof or as amended from time Lo time.

“Quarter” — A three (3) month period beginning 12-:00 midnight on January 1, April 1, July 2
or October 1.

“Ramp Rates” — The rate(s) of time required for the [acility to change its per kilowalt outpul
from a particular output level to another output level, determined in accordance with Appendix
A.

“Required Capital Expenditures” — On any date of determination, an amount equal to the
aggeregate capital expenditures paid by Seller on ot prior to such date but only if and to the
extent that (a) such capital expendilures were (i) required to he made by Seller to the Seller’s
Complex in order to comply with its obligations under this Agrecment and-(ii) paid by Seller
afler the Commercial Operation Date and (b) the nccessity for such capital expenditures arose
out of events Lhat occurred after the Commercial Operation Date; provided that such capital
expenditures shall be net of the value of any cquipment replaced or retired and shall not include
(1) any capital expenditures required in order to complete the construction of the Seller’s
Complex and Lo achieve the Commercial Operation Date, (ii) any capital cxpenditures paid by
PREPA under Scction 19.6(b) or otherwise pursuant to this Agrecment, (iii) any capital
expenditures required asa result of casualty losses to the extent such losses were or should have
been covered by insurance required to be maintained by Scller hereunder or werc covered by
other insurance maintained by Seller, (iv) any capital expenditures made in connection with the
maintenance of the Seller’s Complex or (V) any capital expenditures made as a result of a defect
in the design, enginecring or construction of the Seller’s Complex (whether or not covered
under warranty); the amount paid by Seller for such capital expenditures and the determination
of whether such capilal expendilures constitute “Required Capital Expenditures” within the
meaning of this definition shall be determined and certified by an independent cngineer selected
by PREPA.

«“Required Capital mendimrcs—Stmight Line” — On any date of determination, an amount
cqual to the amount of the Required Capital Expenditures that would remain outstanding on
such date if each capital expenditure constituting such Required Capital Expenditures was
depreciated on straight-line basis over the period commencing on the date such capital
expenditure was incurred and ending on the earlier of (i) the end of the useful life of such capital
expenditure and (i) the date which is wenty (20) years after the date such capital cxpenditure

was incurred.

«Restatement GSPA™ — The Amended and Restated Gas Sale and Purchase Agrecment to be
executed by PREPA and Naturgy for the supply of Natural Gas for the Facility and the Costa
Sur facility.

“Rolling 2020 Cap” - As set forth in Appendix C.
“RIU” — As set forth in Section 7.1.

“Q &P - S&P Global Ratings, a division of S&P Global Inc., or any Successor thereto.
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«qoheduled Outage” - A planned interruption of the Facility’s generation that has becn
coordinated in advance with PREPA with mutually agreed start and duration pursuant (0
Article 8.

«geheduled Outage Program” — As sel forth in Section 8.1.

«geheduled Performance Tests” - Performance Test 1, Performance Test 2 and Perlormance
Test 3.

wgeller” - As set forthin the first paragraph of this Agreement.

«geller’s Complex” — The collective reference 10 the premises, facilities and infrastructure
comprising the Facility, including the land upon which the Facility is located, the Seller
Interconnection Facilitics, the desalination plant and ass ciated water pipelines, and other
equipment reasonably incidental and ancillary to the operation of {he Facility, owned by Seller,

for the purpose of performing 1ts obligations under this Agreement. For the avoidance of doubt,
«Geller’'s Complex” does not include the LNG Terminal.

«Geller Interconnection Facilities” — All equipment and facilities, located on Geller’s side of the
[nterconnection Point, constructed and installed for the purpose of interconnecting the Facility
with PREPA’s electric transmission systen, including but not Jimited Lo, all Electrical Metering
Equipment, transmission lines and associated equipment, relay and switching equipment, and
protective devices and safety equipment, as st forth in Appendix E.

“r&D Operator” - Any futare operator of the interconnected petwork of high voltage

transmission lines, low voltage distribution lines and associated electric substations in the
Territory that is a Commonwealth Entity or an Acceptable Private Assignee.

“axes” — As set forth in Section 20.1.

“Term®™ — As set forth in Article 5.

«Terminal Abandonment Notice” — As set forth in Section 15.3.

“Territory” — The unincorporated and organized territory of the United States officially known
as the Commonwealth of Puerto Rico.

«“Tested Capacily” — For each Performance Test, the net electric generating capacity for the
Facility (gross clectric generating capacity less station use) made available to PREPA at the
[nterconnection Point, which includes the capacity obtained through the usc of supplementary
firing, measured by such test.

wrested [eat Rate" — For cach Performance Test, the Basc ].0ad Heat Rate, measured by such
test.

“Third Party Fuel Test” — As set forth in Section 13.6.

«Tolling Agreement” - ‘[he Amended and Restated LNG Tolling Services Agreement dated
September 5, 2019 between Naturgy and Scller.

«Transfer” - As set forth in Section 22.3.
«Twelve Month EAF” — As set forth in Appendix C.

«(Jpit” — Each of the individual gas turbine units and steam turbine units of the Facility.
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«1JS-CPI* -- The All ltems, U.S. City Average, Not Seasonally Adjusted, Base: 1982-84=100,
All Urban Consumers (CP1-U) Consumer Price index as reported by the (.S, Burcau of Labor
Statistics. If the Consumet Price index ceases to be published, or the method of calculation of
that index substantially alters, then the nearcst equivalent index to the Consumer Price Index
published by the Bureau of 1.abor Statistics for the Labor Department of the Government of the
United States of America shall be used as a replacement for the Consumer Price Index in this
definition.

w{alpation Firm” — An independent, nationally recognized third-party valuation fiorm
reasonably acceptable to Seller.

“Working Capital” - The amount by which Current Assets exceeds Current Liabilities.
[nterpretation
In this Agreement and unless the context otherwise requires:

(a) each ofthe terms Seller, PREPA, Party and Parties shall include all successors and assigns
of cach such entity under Article 22 hereof;

(b) words in the singular may be interpreted as referring to the plural and vice versi;

(c) wherethe context requires, ferims used in the present tense may he interpreted as referring
to the past tense and vice versa; and

(d) all calculations shall be rounded upward to the nearest eight (8) decimal places, except

calculations resulting in a dollar amount t0 be paid hereander shall be rounded Lo the

nearest cent and calculations of Equivalent Availability Faclor, Equivalent Availability
Adjustment Factor and Additional Availability Adjustment Factor shall be rounded Lo the
nearest one tenth (1/1 0) of a percent.

EFFECTIVENESS OF TIIE AGRLEM ENT

This Agrecment shall become cffective on the date on which the Parties jointly sign a
certificate, which in the case of PREPA, may be signed by PREPA’s counsel, confirming the
satisfaction or waiver of each of the following conditions precedent (the “F ffective Nate™):

(a) for satisfaction by PREPA:

(i) obtaining approval of the P3A fto procced with the finalization of this
Agreement;

(i) obtaining approval of each of FOMB, the governing board of PREPA and
PRED for the exccution and delivery by PREPA of this Agreement;

(i) delivery by PREPA of a legal opinion prepared by its external counsel ina
form reasonably acceptable to Seller, confirming the warranty made by PREPA
in Section 6.13(b); and
(iv) full force and effectiveness of the Restatement (GGSPA.

(b) for satisfaction by Seller:
(i) delivery by Seller of a legal opinion prepared by its external counsel in a form

reasonably acceptable to PREPA, confirming the warranty made by Seller in
Section 6.5(d);
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3:l

3.2

33

34

(i) full force and effectiveness of the Tolling Agreement;®

(i) delivery by Seller to PREPA of a replacement Operation Security in a form
reasonably acceptable to PR EPA; and’

(iv) delivery by Seller ol each ofthe documents and certificates sel forth in Sections
26 and Error! Refercnee source not found.

(¢) forjoint satisfaction by each of the Partics, the Assumption Order shall have been entered
by the PROM ESA Court and hecome a Final Order.

Until the occurrence of the Effective Date, this Agreement shall have no force or cffect, and
the Pre-Restatement PPOA shall remain in effect in accordance with its terms.

SALFE AND PURCHASE OF DEPENDABLE CAPACITY

Seller agrees to sell, and PREPA agrees to purchase, Dependable Capacity, subject 10 the terms
and conditions of this Agreement.

As part of the provision of Dependable Capacity, Seller agrees {0 deliver, and PREPA agrces
to accept delivery of, Net Clectrical Output of the Facility, subject 10 the terms and conditions
of this Agrecment.

PREPA hereby confirms that Seller has delivered the following information under the Pre-
Restatement PPOA:

(a) one ormore documents evidencing that Seller owns the Scller’s Complex and has the right
to use, for the Term of the Agreement, the real property on which the Sellet’s Complex is
Jocated. Such document oF documents may include a deed of purchase or a lease

agreement;

(b) arcport by a qualificd independent consultant selected by both Parties, certifying that (i)
the Facility and the Interconnection Facilitics, if operated and maintained in accordance
with Prudent Electrical Practices, Prudent Utlity Practices andfor other appropriate

industry standards, can be expecled to have a uscful life at least cqual to the Term of
Agrreement, and (ii) the Facility and [nterconnection Facilities have been designed and
constructed in compliance with the terms of the Agresment;

(c) originals of certificates of insurance policics for insurance coverage required by Article 21;
and

(d) copies of 4ll material Permits needed to construct and operate the Facility and Seller
Interconnection Facilities.

Without limiting any other obligations of Seller in this Agreement, PREPA’s obligation to
purchase Dependable Capacity from Seller is conditioned upon Seller, at its cxpensc, acquiring
and maintaining in effect any Permits and completing ot having completed any environmental
impact studies, in each casc necessary (a) for the operation and maintenance of the Facility,
which, if not obtained, would prevent Seller from operating the Facility, and/or () for Scller
to perform its obligation to deliver Net Llectrical Output to PREPA in accordance with this
Agreement.

P TS T a

SNTID: The Tolling Agreement will he shared with PREPA’s counsel for an “ariomey’s eyes” only review (with price terms
redacted) prior to the signing of this Agreement.

? NTD: Mechanics (© be coordinated to ensure only onc Seller Operation Security letter of credit is outstanding at a time.

8 NT1): Under review hy local counsel.
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42

6.1

6.2

6.3

NOTICES

All notices and other communications hereunder shall be in writing, other than dispatch orders
which may be oral and immediately confirmed by telecopy (or such other means as may be
agrecd by the Parties in writing), and ¢hall be deemed duly given upon receipt after being

delivered by hand or sent by registered or certified mail, return receipt requested, postage
prepaid or by recognized overnight courier service or by telecopy, addressed as follows:

If to Seller to:

GeoEléetrica, L.P.

Road 337, Km 3.7 Bo Tallaboa,
Poniente, Pefiuelas PR 00624
Attention: General Manager
Telecopy: (787) 487-6002

1 to PREPA:

Puerto Rico Electric Power Authority (fby hand)

|1110 Ponce de 1.con Avenue

Office #601

Santurce, Puerlo Rico]

[Attention: Exccutive Director]

[With a copy to: General Supetintendent - Cogenerators Administration]

Puerto Rico Clectric Power Authority (if by mail)

[G.P.O. Box 364267

San Juan, Puerto Rico 00936]

[Attention: Gxccutive Director]

[With a copy to General Superintendent — (Cogenerators Administration]

Lither Party hercto may change, by notice as above provided, the persons and/or addresses 10
which all such notices are to be senlL.

TERM

The term of this Agrecment shall begin with the Original Effective Date and expire on
September 30, 2032, unless terminated or cancelled in accordance with the terms hereof (the
“Term™).

REPRESENTATIONS, WARRANTIES AND COVENANTS

Seller covenants and warrants that the Seller’s Complex shall be operated and maintained by a
Qualified Operalor in accordance with (a) the Agreed Operating Procedures, (b) Prudent
Electrical Practices and (¢) Prudent Utility Practices, including wilhout limitation,
synchronizing, voltage and reactive pOWer control.

Seller covenants and warrants that the Facility shall be operated at the voltage levels determined
pursuant 10 the Agreed Operating procedures and that the Design Limits chall have an MVA
capability based on a 0.85 power factor. Seller warrants that it will correct any Facility design

or construction defect {hat causes the Facility to have a material adverse effect on PREPA’s

voltage level or voltage waveform.

Seller shall, at all times, comply with all applicable laws, ordinances, rules and regulations
applicable to it and the use, occupancy and operation of the Seller’s Complex, unless the
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6.4

6.5

poncompliance therewith would not have a material adverse effect on the operation of the
Seller’s Complex, provided that in the event of any such noncompliance, Seller shall be
diligently contesting any such law, ordinance, rule or regulation in good faith. Seller shall give

all required notices and shall pay all charges and fees in connection therewith, unless Seller
shall be diligently contesting such payments in good faith.

Seller shall have the sole responsibility for the payment of any and all fines or other penaltics
incurred by or imposed upon Seller or its agents, cmployees, suppliers or subeontractors for
noncompliance by Seller, its agents, employces, suppliers or subcontractors with laws, rules,
regulations of ordinances applicable to or in connection with the devclopment, construction,
ownership and/or the proper operation of the Seller’s Complex as determined by those having
jurisdiction over the Seller’s Complex, and PREPA shall be held harmliess from any such fines
or penaltics and cXpenses related to these (including without limitation all reasonable attoneys’
fees).

Scller hereby warrants:

(a) As ofthe Cifective Date, Seller is a limited partnership duly organized, validly existing
and in good standing under the laws of Bermuda, is registered to do business in the
Commonwealth of Puerto Rico, and its gencral partners are [PM Puerto Rico Holding, Inc.,
the ultimate parent of which is IPM Eagle J.LD, a joint venture seventy percent (70%)
owned by Engie and thirty percent (30%) Mitsui & Co., and Buencrgia Gas & Power L1.C,
the ultimate parent of which is Naturgy SDG, S.A. Seller has all requisite power and
authority to conduct its business, o own its propertics, and to exccute, L0 deliver, and Lo
perform its obligations under this Agreement.

(b) The execution, delivery and performance by Seller of this Agreement have been duly
authorized by all necessary partnership action, and do not and will not (i) require any
consent or approval of Seller’s parlners, other than that which has been obtained, as
certified by the partnership resolution dated [o] and delivered to PREPA not later than the
Effective Date, (i) violate any provision of Seller’s partnership agreement or other organic
documents, any indenturc, contract or agreement to which it is a party or by which it or its
properties may be bound, or any law, ordinance, rule, regulation, order, writ, judgment,
injunction, decree, determination or award presently in effect, or (iii) result in a breach of
or constitute a default under Seller’s partnership agreement or other organic documents or
other material indentures, contracts or agreements 10 which it is a party or by which it or

its property may be bound.

(¢) Seller is not in default under contracts or agreements 10 which it is a party or by which it
or its property may be bound, and which would be expected to materially and adversely
impact the ability of Seller to perform ils obligations under this Agreement.

(d) This Agrecment is a legal, valid and binding obligation of Seller, enforceable against Seller
in accordance with its terms.

(e) Except as previously disclosed in writing, there is no pending action or procecding in
which Seller is a patty before any court, governmental agency or arbitrator that could
reasonably be expected to affect materially and adversely the financial condition or

operations of geller or the ability of Seller to perform its obligations under, or which
purports to affect the legality, validity or enforceability of;, this Agrecment as in effect on
the date hercofl.

(f) Seller agrecs {o maintain a minimum Working Capital of#

for the duration of the Term.
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6.6

6.7

6.8

6.9

Seller agrees that, within forty-five (45) days after every other Quarter following the Effective
Date it will causc to be delivercd to PREPA a report prepared in accordance with GAAP and
signed by the President, Vice President, Treasurct or Controller of Seller or any of Scller’s
general partners setting forth the following:

(a) a scparate income and expense statement for such semiannual period just ended;
(b) abalance sheet as of the end of such semiannual period;
(c) astatement of cash flows of such semiannual period;

(d) a statcment of changes in stockholders’ Equity as of the end of such semiannual period;
and

(¢) notes to the financial stalements, as applicable.

PREPA acknowledges {hat all such information delivered to PREPA is confidential information
of Seller.

In addition, Seller agrecs that each Fiscal Year following the Effective Date it will cause an
audit to be prepared in accordance with GAAP, of its books and accounts pertaining to the
Seller’s Complex by an indcpendent firm of certified public accountants of suitable cxperience
and acceptable to PREPA. Such audit shall commence on or hefore thirty (30) days after the
end of the Fiscal Year and shall be completed within ninety (90) days after its commencement
date. On or before the last day of the first month following the completion of such audit, reports
of such audits shall be delivered to PREPA. Quch audit reports shall set forth, in respect to the
preceding ¥ iscal Year, the same matlers as are hercin above required for the semiannual reporis.

Geller further agrees that it will cause to be delivered to PREPA an annual certification of the
names of its Authorized Officers, accountants, and consulting engincers.

Seller shall make available to PREPA all copies that Seller receives of any maintenance
cvaluations or reports o be provided by Qeller to any third party with a financial security
interest in or licn on the Seller’s Complex, including evaluations of reports gencrated al the
request of such third parties or performed by an enginecting firm cmployed by such third party.

Seller agrees to preserve and kecp in full force and effect during the Term its partnership
existence (including via merger or consolidation with or into another cntity, subject to
Article 22). Seller further agrees that it will not dissolve and wind-up its alfairs, or otherwisc
dispose of all or substantially all of its asscts without the prior approval of PREPA, which
approval shall not be unreasonably withheld or delayed.

PREPA agrees that all information (whether (inancial, technical, or otherwise) obtained from
Seller, including without limitation information obtained pursuant L0 Section 6.6, or from
PRLPA’s inspections of the Seller’s Complex or from any third parties pursuant to Seetion 6.7,
which is not otherwise gencrally available to the public shall be kept confidential and used
solely by PREPA in connection with the performance of its obligations under this Agrecment.
Disclosure of such information may be made only within PREPA’s organization to key
personnel, and to third partics serving as PREPA’s legal, financial o technical advisors, whose
duties justify their need to review and know such material. PREPA shall require each person
(and personncl thereof) Lo agrec for the benefit of Seller to maintain the confidentiality of such
information. To the extent PREPA is required to disclose such information by any court,
govemmental ageney or 1o (he extent necessary to sceure governmental approval or
authorization, PREPA shall use its best efforts to seck a confidentiality agreement that assurcs
confidential treatment of the information consistent with the terms of this Section 6.9. In the
event PREPA is not successful in oblaining a confidentiality agreement, PREPA and Seller
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shall use reasonable cfforts to obtain through court action the appropriatc protective order.
Notwithstanding the foregoing, PREPA may disclose the terms and conditions of this
Agreement 10 (i) FOMB, PRERB, the PROMESA Courl, and any gnvennncmal authorily or
agency of Puerto Rico or the Government of the United States of America for the purposcs of
obtaining the consents and approvals described in Section 2.1(a), together with such additional
information as may be required Lo obtain such consents and approvals, and (ii) any potential
'r&D Operator or its Affiliates and their respective advisors and lenders.

For so long as the PREPA 1974 Indenture remains in cffect, all payments by PREPA to Scller
under this Agreement shall be treated as current CXpEnscs as defined by the terms ofthe PREPA
1974 Agrecment.

At all times, as available, Scller agrees to provide at no cost 1o PREPA copies of all final site-
related reports and applications, including without limitation, technical, environmental,
geological, seismological, licensing and permitting data in Seller’s possession, excluding any
proprietary design information relating to the Seller’s Complex.

(a) Scller agrecs to USC its best reasonable efforts, when soliciting and obtaining personnel to
perform services for the Seller’s Complex in Puerto Rico, to achieve a goal that not less
than fifty pereent (50%) cxpended in Seller’s performance of the services pursuant to this

Agreement following Commercial Operation Date shall be performed by individuals who
are bona fide residents of Puerto Rico as defined in this Section 6. 12.

(b) For purposes of Section 6.12 of this Agrecment, an individual shall be considered a bona
fide resident of Puerlo Rico if said individual bas been a resident of Puerto Rico
immediately prior to commencing work on the Seller’s Complex. Tothe extent that despite
Seller’s best reasonable efforls Seller has failed to achicve the goals set forth in Scctions
6.12(a), Seller may for purposes of calculating satisfaction of said goals include the
services of individuals who at some time prior to commencing work on the Seller’s
Complex, but not necessarily including the period of time immediately prior to
commencing work on the Seller’s Complex, were residents of Puerto Rico for at least five

(5) consecutive years and who relocated to Puerto Rico in order 10 perform work on the
Seller’s Complex. Seller shall, in good faith, be entitled to rely on the representation of
cach individual applicant as to whether such individual meets the criteria set forth herein.

(c) Nothing contained herein shall be interpreted as obligating Scller to take any action which
would be in violation of the United States Constitution, federal law or the laws of Puerto
Rico or of any af {irmative action program or equal opporlunity obligation to which Seller

or its affiliated companies are or may be bound under federal law or the laws of Puerto
Rico.

PRUPA warrants that:

(a) pursuant to Act Number 83 of May 2, 1941, as amended, PREPA is 2 public corporation
duly organized and validly exisling under the laws of the Commonwealth of Puerto Rico
and has all requisite power and authority to conduct its business, to own its properties, and

to exceute, to deliver, and to perform its obligations under this Agreement;

(b) this Agreement is 2 Jegal, valid and binding obligation of PREPA, enforceable against
PREPA in accordance with its terms; and

(c) except for the PROMESA Case, Or 4s previously disclosed in writing, there is no pending
or, Lo its best knowledge, threatened action of proceeding against PREPA before any cowrt,
governmental agency or arbitrator that could reasonably be expected to affect materially

and adversely the financial condition or operations of PREPA or the abilily of PREPA (o
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perform its obligations under, or which purports (0 affect the legality, validity or
enforceability of, this Agreement (as in cffect on the date hereol).

Seller shall not be relicved of its obligations under this Agreement as a result of subcontracting
any of its obligations to a third party.

Seller shall provide PRLEPA with as-built drawings of the Facility within one hundred twenty
(120) days afler any material modification of the Facility.

PISPATCHING

Subject to Qection 7.4 and the other terms of this Agreement, PREPA (or, for the avoidance of
doubt, the T&D Operator, under the circumstances deseribed in Seclion 22.3), at its sole
discretion, shall have the right to Dispatch the Facility within its Design Limits. PREPA’s
dispatching centers will determine the appropriatc level of Dispatch by means of its Automatic
Generation Control system and the use of prudent Utility Practices, and will communicate the
game o Scller (the “Dispatch [nstruction”). Seller will give the dispatcher a status repott cvery
eight (8) hours of the Scller’s Complex conditions, including any Seller’s Complex restrictions,
and the hourly integrated net generation during that period. geller shall notify the dispatchet
immediately if therc is any pertinent change in the Scller’s Complex status. Seller shall make
available through the Facility’s remote terminal unit (“RTU”) the actual Facility load limit
adjustment.

The Facility will be operated in the Dispatchable Mode. On the fiftecnth (15th) day of each
month, PREPA shall provide Seller with an estimated daily schedule of operations for the
following three (3) months. In addition, by Friday of each week PREPA shall provide Seller
with an estimated hourly schedule of operations for the following five (5) weeks. The actual
schedule will be determined by the requirements for operation in accordance with Ceonomic
Dispatch and prudent Utility Practices and may be substantially different than the schedule
provided in accordance with this scction. PREPA will immediately provide notice to Scller at
any time that the {otal level that it intends to Dispatch the Facility during a month changes by
five percent (5%) or more from the total level of estimated schedules of operations previously
provided to Seller.

PREPA will usc all reasonable cfforts L0 provide Seller with six (6) hours advance notice of a
request to either start-up of shutdown cither one or two of the gas turbine Units of the Facility.
PREPA agrees there will be no more lhan— requests to shut down the Units
of the Facility in any Year; provided, however, that the partics may agree to increase the
maximum number of shut-down and start-up requesls of any gas tarbine Unit of the Facility on
an annual basis. The notices herein mentioned must be given orally and confirmed by telecopy
(or such other means as may be agreed by the Parties in writing) to the Facility.

‘The Facility can be dispatched during any hour up to one hundred percent (100%) of its
Dependable Capacity, subject to the Ramp Rates and the Agreed € perating Procedures. In the
event that the Facility is operating with {he gas turbine or {he steam turbine Units not in
opetation, the Facility Dispatch levels will be reduced in accordance with Prudent Utility
Practices and so as 10 comply with the Facility’s Permits. The Facility’s Fucl Cost Correction
Factor will vary from unity (1.00) based on the Facility’s correction curve described in the
definition of I'uel Cost Cortection Factor.

At any time, PREPA may request, through the Energy Control Center, Dispatch of the ¥ acility
at a level in excess of the Dependable Capacity (cach, a SPREPA Peaking Request™). Upon
receipt of a PREPA Peaking Request, Seller shall notify the Energy Control Center within one
(1) hour of such receipt whether Seller intends to make available Net Llectrical Output
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contemplated by such request at the Interconnection Point. T'o the extent that Seller confirms
such intention to make such output available in such notice, Scller shall make such volumes
available during the hours indicated in such request. PREPA shall pay Seller the applicable
Peaking Rate for Net Electrical Output in response (o a Peaking Request.

Seller shall provide PRLEPA with Ancillary Qervices sct forth in Appendix K, which can be
uscd by PREPA to maintain the reliability of the Grid System in accordance standards of the
North American Electric Reliability Council as Puerto Rico adds variable generation into the
Tertitory’s gencration mix, contemplated by the Cnergy Policy Act. eller hereby confirms
that the Facility can provide each of the Ancillary Services within the Design Limits.

CONTROL AND OPERATION OF THE FACILITY

Seller shall submit to PREPA, in writing, by September 1 of each Year, its desired scheduled
outage program (the “gcheduled Outage Program™) for the next Year. Seller shall only
schedule Scheduled Outages during periods approved by PREPA, and such approval shall not
be unreasonably withheld. PREPA chall have the right, upon oné hundred cighty (180) days’
prior written notice, Lo revise the period during which Seller shall not schedule @ Scheduled
Qutage. If a Scheduled Outage was set for the time period that PREPA has determined a
shutdown should not occur, Seller shall submit to PREPA, if consistent with Prudent Utility
Practices, an alternale date reasonably acceptable to PREPA for the Scheduled Outage.
Scheduled Qutagces shall be requested and scheduled by the Parties in accordance with
Appendix I to this Agrecment. Seller undertakes 1o perform all planned maintenance on the
LNG Terminal during periods of the Scheduled Outages at the Facility.

Within sixty (60) days of the receipt of the proposed Scheduled Outage Program, PREPA shall
notify Seller in writing whether the requested Scheduled Outage periods are acceptable. 17
PREPA cannot accept any of the requested Scheduled Outage periods in the Scheduled Qutage
Program, PREPA <hall advise Seller of the time period closest 10 the requested period when
the outage can be scheduled.

Seller shall use all reasonable efforts 10 comply with the Scheduled Outage Program. In the
event Seller has reason to believe that the duration of the Scheduled Outage will exceed the
planned duration of the Scheduled Outage, Seller shall notify PREPA, as soon as possible, of
the cause or causes for such delay and of the additional time required to end the Scheduled
Outage. In such event, Seller will use all reasonable cfforts to retum the Facility to operation
in the shortest possible time.

Seller shall use reasonable efforts to notify PREPA of and coordinate all Non-Scheduled
Outages with PR EPA. Seller shall use reasonable cfforts 0 schedule Non-Scheduled Outages
to occur during times when the Facility is not projected Lo be Dispatehed, during Scheduled
Outages or at such other times as will minimize any adverse effect on the operation of PREPA’s
electric system. Seller shall use reasonable offorts to perform and complele Non-Scheduled

Qutages ina timely manner consistent with Pradent Utility Praclices.

Qeller shall employ qualified personnel for monitoring the Sellet’s Complex and for
coordinating operations of the Seller’s Complex with PREPA’s system. As personnel changes
oceur, Seller shall periodically provide PREPA with an updated list and qualifications of
Seller’s personnel who will be yesponsible for supervising the operation and maintenance of
the Seller’s Complex and for coordinating operations of the Seller’s Complex with PREPA’S
system.

Geller shall cnsure that listed supervisory personnel will be on duty at all times, twenty-four
(24) hours a day and seven (7) days a weck.
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If an Emetgency is declared by PREPA, PREPA’s dispatching centers will notify Scller’s
personnel and, if requested by PREPA, Seller’s personnel ghall place the Net Electrical Output
within the exclusive control of PREPA’s dispatching centers for the duration of such
Emergency. Without limiting the generality of the foregoing, PREPA’s dispatching centers
may require Seller’s personnel to delay synchronizalion or raise or lower production of energy
generated by the Facility Lo maintain safe and reliable load levels and voltages on PREPA’S
transmission and/or distribution system; provided, however, any changes in the level of Net
Electrical Output required by PREPA hereunder shall be implemented in & manner consistent
with Prudent Utility Practices and within the Facility's Design Limils.

Seller shall cooperale with PREPA in establishing Emergency plans, including without
limitation, recovery from a local or widespread electrical blackout; voltage reduction in order
to effect load curtailment; and other plans which may arise. Seller shall make technical
information and data available to PREPA concerning start-up times, black-start capabilities and
minimum load-carying ability.

1f Seller has 4 Scheduled Outage or a Non-Scheduled Outage, and such Scheduled Outage or
Non-Scheduled Qutage oceurs or would occur during an Fmergency, Seller shall make all good
faith efforts, consistent with Prudent Utility Practices and with PREPA’s approval, to
reschedule the Scheduled Outage or Non-Scheduled Outage oF if the Scheduled Outage or Non-
Seheduled Outage has begun, 0 expedite the completion thereof.

Seller has previously provided the following communication facilitics linking the Facility with
PREPA’s dispatching centers:

(a) for the purpose of telemetering, data acquisition, and automatic generation control by
PREPA:

() one dual ported RTU for data acquisition and generation control compatible
with PREPA’s encrgy management system;

(i) two voice grade (elecommunication circuits for the dual ported RTU. One Lo
Monacillos transmiission center (“TC”) and the other to Ponee TC;

(i) one voice gradc telecommunication circuit for the Facility for the backup
telemetry LO Monacillos TC; and

(iv) prorata cost of installation by PR EPA of all equipment needed for this purpose
outside of the Facility and attributable to the Facility, as set forth in the

interconnection study performed by PREPA pursuant to Section 9.3 of the Pre-
Restatement PPOA;

(b) a voice telephone extension for the purpose of accessing PREPA’s dial-up Flectrical
Metering Equipment and for communicating with the Loergy Control Center;

(c) for so long as telecopicr communications arc required by this Agreement, telephone line
and equipment to transmit and receive telccopies;

(d) ring down telephone line to Monagillos TC; and
(e) telecommunications radio compatible with PREPA’s trunking radio system.

Each Party shall keep complele and accurate records and all other data required by each of them
for the purposes of proper administration of this Agrecment.

(a) All such records shall be maintained for a minimum of five (5) years after the creation of
such record or data and for any additional length of time required by regulatory agencics
with jurisdiction over the Partics; provided, however, that neither Party shall dispose of or
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destroy any such records that arc specifically designated by the other Party even after five
(5) yeats without thirty (30) days’ prior notice 10 the other Party. If notice is given to the
notifying Party during such thirty (30) day petiod, the notifying Party shall promptly
deliver such records and data to the Party wishing Lo retain such records.

(b) Seller shall maintain an accurate and up-to-date operating log at the Facility with records
of: (i) rcal and reactive power production for each hour; (ii) changes in operating status
and Scheduled Outages; (iii) any unusual conditions found during inspections; (iv) the

Available Capacily s determined consistent with Prudent Utility Practices and subject to
verification by PREPA.

(¢) Either Party shall have the right from time to time, upon fourteen (14) days writtcn notice
to the other Party and during regular business hours, t0 examine the records and data of
the other Party relating to the proper administration of this Agreement 4y time during the

period the records are required Lo be maintained.

ALPREPA’s request, Seller shall provide certifications of tests and inspections of the electric
and protection equipment which may impact PR LDPA’s electrical system. TPREPA shall have
the right to visit and visually monitor the Seller’s Complex during operation and Lesting,

Within ninety (90) days after the Effective Date, PREPA and Scller shall mutually develop and
reach an agreement on an updated detailed written operaling procedures (the “Agreed
Operating Procedures™) for the operation of the Facility and the LNG Terminal under the terms
of this Agrecment, including detailed procedures for: (i) the daily nominations, management
and coordination of the supply of Fuel, (ii) the reading of the NG Measurement Facilities (when
installed in accordance with Section 13.7) and (iii) the resolution of disputes regarding material
discrepancies between the quantity of Natural Gas delivered at the NG Delivery Point as
registered by the main meter and the backup meter.

lNTERC()NNECTION

Seller shall own and be responsible for {he safe and adequate operation and maintenance of all
Seller Interconnection Facilitics, other than Electrical Metering Equipment. PREPA shall own
and be responsible for the safe and adequate operation and maintenance of the PR LEPA
Interconnection Facilities.

PREPA reserves the right to modify or cxpand, its requirements for protective devices in the
Seller [nterconnection Facilities in conformance with Prudent Lilectrical Practices.

{ach Party shall notify the other in advance of any changes to its system that will affect the
proper coordination of protective devices on the two (2) systems.

METERING OF NET ELECTRICAL OUTPUT

PREPA shall own and maintain all Electrical Metering Fquipment. Seller shall install Electrical
Metering Equipment for backup purposes subject to Section 10.3; provided that such backup
Metering Equipment shall be subject to PREPA’s approval. PREPA covenants 1o repair or
replace all Llectrical Metering Equipment no {ater than onc hundred eighty (] 80) days after the
Effective Date.

All Electrical Meteting Equipment shall be located at the Interconnection Point and scaled, and
the seals shall be broken only by PREPA personnel when the meters are 0 be inspecled, tested
or adjusted. PREPA shall give Seller two (2) weeks® prior written notice thereof and Seller
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shall have the right to have a representative present during the meter inspection, testing or
adjustment. 17 either Party belicves that there has been a meler failure or stoppage, it shall
immediately notify the aother Party.

103  Atleastoncea Year at PREPA’s cost and, in addition, from {ime to time upon twWo (2) weeks’
prior wrilten notice by Seller, at Seller’s cost, PREPA will test and calibrate the Electrical
Metering Equipment (including any backup meters), in accordance with the provisions for

meter tesling as established in the American National Standard Code for Electricity Metering
(ANSI) gtandard C 12.16 for Solid State Electricity Meters and the Handbook for Lilectrical
Metering, Edison FElectric Institute 8th Edition or the updated edition in effect and available Lo
PREPA at the time the test is performed. When, as a result of such a test of the Electrical
Metering Lquipment, & meler is found to be inaccurate by no more than two percent (2%), no
adjustment will he made in the amount paid to Seller for Net Electrical Output and Dependable
Capacily delivered to PREPA. [f the meter is found to be inaccurate by more than two percent
(2%), PREPA will use the backup meters to calculate the correct amount delivered to PREPA
for the actual period during which inaccurate measurements were made or, if the actual period
cannot be detcrmined to the mutual satisfaction of lhe Parties, for a period equal to the time
clapsed since the most recent test, but in no case for a period in excess of one hundred eighty
(180) days. If the backup meters are not available, or if the testing of the backup meters
demonstrates that those meters arc inaceurale by more than two percent (2%), the meter
readings shall be adjusted based on the corrected meter readings of the most accurate meter for
the actual period during which inaccurate measurements werc made, or, if the actual period
cannot be determined to the mutual satisfaction of the Parties, for a period equal to one-halfof
the time elapsed since the most recent test, but in no case for a period in excess of one hundred
cighty (180) days. The previous payments by PREPA for this period shall be subtracted from
the amount of payments that are calculated to have peen owed under this Agreement. The
difference shall be offset against or added to the next payment to either Party as appropriate
under this or other agrecments between the Partics. Each Party shall comply with any
reasonable request of the other Party concerning the sealing of meters, the presence of a
representative of the other Party when the scals arc broken and the test is made, and other
matters affecting the accuracy of the measurement of electricity delivered from the Facility. If
either Darty believes that there has been a meter failure or stoppage, it shall immediately notify
the other Party.

104  During each one (1) Year period, PREPA shall read the Electrical Metering Equipment twelve
(12) times to determine the amount of Net Electrical Output delivered o PREPA betwecn any
such two (2) consecutive meter readings (the “Billing Period”). The Billing period shall not

exceed thirty-three (33) days nor be less fhan twenty-cight (28) days. The meters will be read
on the dates indicated on the meter reading program prepared by PREPA and submitted Lo
Qeller on or hefore January |5t of each Calendar Year. PREPA shall notify Seller in advance
of any change on the meter reading program. Qeller may be present, at its option, during all
meter readings. PRUPA shall provide Scller with a written statement containing the results of
such meter readings within ten (10) days following the reading. PREPA shall, upon prior
written notice, also provide access to the results of such meter readings to the P3A, the owner
of the Grid System and the T&1 Operator.

11. COMPENSATION, PAYMENT AND BILLINGS

1.1  For cach Billing Period, PREPA shall pay an amount equal to the Monthly Aggregale Amount
as follows:

(a) On or before the tenth (10™) day following the end of each Billing Period, Scller shall
provide PRLEPA with proposed terms for the Available Capacity, Mode of Operation and
Net Clectrical Output for the purposes of caleulating the Monthly Aggregate Amount due

NYDOCS02/1200628.19 -26-



(o Seller for such Billing Period. 1f a discrepancy exists in any of the proposed figures of
the terms in the preceding sentence, the Parties shall act in good faith to resolve such
discrepancies prior (0 Seller’s issuance of @ Monthly [pvoice pursuant 10 Section 11.1(b)
below.

(b) Onor before the fifleenth (15th) day following the end of each Billing Period, Seller shall
provide PREPA with a written invoice for the Monthly Aggregate Amount and for all other
amounts or reimbursements due to Seller hercunder (a “Monthly mvoice™). PREPA shall

pay cach Monthly Invoice it receives within forty-seven (47) days after the end of the
Rilling Period. Interest shall accru¢ on the outstanding payments due to Seller
commencing on the forty-eighth (48) day afler the Billing Period. Notwithstanding the
payment requirements set forth in this Section, PREPA shall have the right to offset against
the amounts due 0 Seller from PREPA under this Agreement any amounts owed to
PREPA by Seller relating to the Qeller’s Complex that are not paid when due to PREPA.
Payment to PR EPA shall be made by wire transfer to an account with a bank to be speci fied
by PREPA in writing. Payment to Seller shall be made by wire {ransfer to an account with
a hank to be speci fied by Seller in writing. Lither Party may, by written noticc t0 the other,
¢hange the account to which such payments are to be sent.

(c) If after Seller provides PREPA with a Monthly Invoice discrepancy exists between the
amount of Available Capacity determined by PREPA and the amount sel forth in a
Monthly Invoice to PREPA, or PREPA in good faith disputes any other amount in such

Monthly [nvoice, PREPA shall pay the amount it determines in good faith is due based on
its meter reading or otherwisc, until the disputc is resolved in accordance with this
Agreement.

112 The Capacity Payment shall be calculated in accordance with the formulac set forth in
Appendix C; provided in the cvent that the calculation of the Capacity Payment at any time
results in an amount less than zero dollars (80), the Capacity Payment shall equal zero dollars

($0).

12. PERFORMANCE TESTS

121 Seller shall conduct a performance Lest of the Facility lo establish the Tested Tlcat Rate and the
Tested Capacily:

(a) within ninety (90) days after the Effective Date (“Performance Test 17);

(b) within thirty (30) days following the completion of (he next planned major maintenance
cycle of the Units (the “MM 1 Program”), currently scheduled for 2021 and 2022
(“Performance Test 27); and

(c) within thirty (30) days following the completion of second planned major maintenance
cycle of the gas turbine and steam arbine Units (the “MM 11 Program™), currently
scheduled for 2027 and 2028 (“Performance Test 37).

Each of the Parties shall have the right to require additional performance tests at any time before
the sixth anniversary of the completion of a Scheduled Performance Test (each, an “A dditional
Performance Test”)- Geller shall bear oneé hundred percent (100%) ofthe costs of the Scheduled
Performance ‘T'ests. The Party requesting any Additional Performance Test shall bear one
hundred percent (100%) of the cost of such test. Scller shall complete the MM I Program and
MM (I Program on cach of the gas and steam turbine Units and the hot gas inspection on each
gas turbine Unit in accordance with the schedule sel forth in Appendix L
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Upon completion of each Performance Test in accordance with Appendix M, Seller shall
declare, and provide PREPA with notification of, the Tested Capacity and Tested Heat Rate of
the Facility within five (5) days afler receiving such performance Test report from the qualified
third party contracted (© conduct the test according fo Appendix M (cach, @ “eclaration
Notice”). In the event that the Partics dispute the results of a Performance Test for any reason,
the Parties shall exercise their reasonable efforts to resolve such dispute amicably and, if
resolved, declare the applicable Tested Capacity and/or Tested Heal Rate in accordance with
such resolution.

(n the event that a Performance Test establishes that the Tested Capacily of the Facility exeeeds
the Contract Capacity, PREPA shall have the right to request an increase in the Dependable
Capacity to any level above the Contract Capacity up 10 such Tested Capacity, which Seller, in
its sole discretion, shall have the right to accepl or reject. In the event that Seller accepts such
request, a duly-aulhurized representative of each Party shall jointly sign @ cerlificate,
confirming such increasc, and the Dependable Capacity for purposes of this Agreement shall
increasc as agreed by {he Parties from the date indicated in such certificate.

Lach adjustmentto the Dependable Capacity and the Guarantecd Base Load Heat Rate, arising
out of a Performance Test shall take effect on the date of delivery of the Declaration Notice in
accordance with Qection 12.2 (each, a «Peclaration Date™).

FUEL SUPPLY

Commencing on the Effective Date, PREPA shall deliver Natural Gas 1o geller at the NG
Delivery Point in compliance with the NG Fuel Specifications for cach day of operation, al
such times as may be required by Seller to satisfy the hourly dispatch requirements 1o be
provided by PREPA (the “pucl Supply chuircment”), and shall be measured at the NG
Delivery Point. Seller shall procure and obtain delivery of Backup Fuel to the Backup Fuel
Delivery Point in compliance with the Backup puel Specifications, at such times as may be
agreed upon with PREPA in accordance with the Agrecd Operating Procedures. Seller shall
regularly procure and obtain delivery of Backup Fuel, and provide PREPA with a monthly
Backup Fuel inventory report, in order to maintain an inventory equivalent to the amount of
Rackup Fucl necessary to operate the Facility at the full Dependable Capacity for at least threc
3) consecutive days, or such larget quantitics as may be mutually agrecd (o by the Parties.

Unless PREPA (i) delivers Natural Gas that does not conform with the NG Fuel Specifications,
or (ii) requests Seller to use Backup Fuel, Qeller shall use its best efforts to ensute that each
Unit of the Facility operates al the Adjusted Guaranteed Base Load Heat Ratcat all times from
the Effective Date until the expiration of the Term other than during a Scheduled Outage.

llach Party shal cooperatc reasonably with the other Party 10 coordinate the supply and
{ransportation of Fuel to the Fuel Delivery Point with the operation of the Facility as follows:
(i) by providing the other Party such information s the first Party shall reasonably request
regarding the supply and {ransportation of the Fuel to the Fuel Delivery Point (on both a
historical and estimated future basis) and (i1) by maintaining personnel available at all times to
address scheduling of Fuel supply and transportation. Subject to the foregoing, PREPA shall
have the right to change Lthe quantities of Fuel nominated and recoived on a daily basis, or TROre
frequently, to the extent permitted, S0 long as such changes do not disrupt Geller’s operations.

PREPA shall be decmed to be responsible for any damage or personal injury caused by the
delivery of NG up to the NG Delivery Point. Seller shall be responsible for any losses of Fuel,
and any damages or injury caused by, such NG at and from the NG Delivery Point. PREPA
warrants that NG caused to be delivered nereander to Seller shall be frec and clear of all liens
or other encumbrances. Risk of loss of all NG shall transfer from PREPA to Seller upon
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delivery to the Fuel Delivery Point. Notwithstanding the foregoing, Seller waives, and releases
PREPA from, any and all liability for any damage Lo the NG Terminal or the Seller’s Complex
or personal injary of third parties arising out of or resulting from Scller’s operation of the LNG
Terminal.

135  After receiving the daily Dispatch [nstructions, Seller shall provide to PREPA the Natural Gas
daily nominations as required by Seller to satisfy the Dispatch {nstructions. The detailed
procedure for daily nominations and for renominations shall be set forth in Agreed Operating

Procedurcs.”

13.6 () f NG supplied by PREPA fails to conform with the NG Fuel Specifications (*Non-
Conforming NG”), Seller shall, as soon s reasonably practicable, give wrilten notice to
PREPA that Scller has received Non-Conforming NG, giving details of the nature and

expected magpitude of the variance from (he parameters in the NG Fuel Specifications and

the reason of the non-compliance.

(b) In the event that Seller informs PREPA that it has received Non-Conforming NG in
accordance with clausc (a) above, PREPA shall have the right to request that Seller send 2
sample of such NG to an independent third party to be agreed to by the Dartics, Lo determine

whether such sample satisfics the criteria for Non-Conforming NG (“Third Party Fuel
Test”). The final determination made by such Third Party Fuel Test regarding the Non-
Conforming NG shall be binding on both parties. The cost of such Third Party Fuel Test
shall be bomne (i) by Seller in the event that the Third Party Fuel Test concludes that the
NG conforms with the NG Fucl Specifications, or (i) by PR EPA in the event that the Third
pParty Fuel Test concludes that the NG is Non-Conforming NG.

(c) PREPA shall, promptly upon becoming aware of the delivery of Non-Conforming NG ot
promptly upon receipt of notice from Seller referred to in Section 13.6, send a notice 1o
Seller stating, to the extent known 1o PREPA, the period during which the Non-

Conforming NG was delivered, the quantity thereof and how ils specifications vary from
the ones set out in Appendix J.

(d) If, afer cxercising commercially reasonable efforts to receive the Non-Con forming NG,
Seller determines that it cannol accept, or operate, the Facility, on such Non-Conforming
NG, then Seller shall have no obligation Lo accept such fuel.

137 During the geheduled Outage scheduled for the Year 2020, Seller shall install the NG
Measurement Facililies at the Fucl Delivery Point in accordance with the recommendations of
the American Gas Association.

If one or more components of the NG Mcasurement pacilitics fails to function or 2 Parly
reasonably believes that such facilities inaccurately register the volumes of Fuel delivered to
the Fuel Delivery Point, the Partics shall determine the volume of Fuel delivered during such
petiod of failure or inaccurate regristration by using one of the following technigques, presented
in a descending order of priority:

(a) by using the registration of the backup meter;

(b) by correcting the er