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13 December, 2000

Overseas Private Investment Corporation

1100 New York Avenue, N.W.

Washington, D.C.  20527

Attention:  Vice President, Finance Department

Re:  Cuiabá 480 MW Power Project

Kreditanstalt für Wiederaufbau

Palmengartenstrasse 5-9

60325 Frankfurt am Main

Germany

Attention:  Department KII b1

Telecopy:  4969 7431 3344

Re:
Cuiabá 480 MW Power Project


By-pass stack damper position

Ladies and Gentlemen:

Given that the Cuiabá power plant is being commissioned in combined cycle on diesel fuel, the dampers in the by-pass stacks of Units #11 and #12 have been converted to the combined cycle position and seal-welded into place.

The Amended & Restated EPC Contract still contains a provision that Phase II performance be demonstrated by two units operating in simple cycle on gas.  However, it is not desirable to re-convert these stack dampers to the simple cycle position once gas is available.  Adequate performance information can be obtained by operating the units in combined cycle configuration with 100% steam by-pass to the condenser and making the appropriate performance corrections for the resulting increase in back pressure experienced by the combustion turbine unit.

As a consequence of combined cycle commissioning on diesel fuel, EPE no longer requires Phase II simple cycle testing on natural gas.  Once gas is available, a modified test will be conducted to a mutually agreed procedure between SCC and EPE based on operating the gas turbines in their combined cycle configuration with 100% of the steam being by-passed to the condenser.  This test will be used, with appropriate corrections, to estimate gas turbine simple cycle performance.  However at all times the by-pass stack damper will remain in it’s combined cycle configuration. 

As a result of converting the Facility to combined cycle mode for commissioning on diesel fuel there will no longer be a period of operation of the Facility in simple cycle on natural gas, consequently no Phase II performance LDs for natural gas will apply.

As the above constitutes a change to the Performance Tests under the EPC Contract (Section 8.12(b)(ii)(D) of the Common Terms Agreement) Owners are hereby requesting to obtain the Lenders' agreement to the position. Based on discussions with the Lenders' engineer, Stone and Webster do not see a problem with the proposal.
Sincerely,

A. Laine Powell

Vice President and General Manager
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