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November 26, 2001

Mr. M. W. Howell

Gulf Power Company

One Energy Place

Pensacola, Florida 32520-0231

Re:
Construction of electric service transmission facilities 

Dear Mr. Howell:


This letter agreement (this "Agreement") sets forth the agreement of Enron Compression Services Company, a Delaware corporation ("ECS") and Gulf Power Company, a Maine corporation (“Gulf”), (each referred to as a “Party” or collectively as the "Parties"),  modifying certain items  the terms and conditions of the letter agreement between Gulf and ECS dated February 13, 2001 concerning Gulf’s construction of power transmission facilities (the “Power Transmission Facilities”). [ If you had an agreement then that agreement should be modified or recended. Separate agreements on the same issue can be confusing if any of them may be the subject of an enforcement action]

[Why remove this sentence if the parties agree? Is the budgeted amount referred to in another agreement or writing? The reasonableness of the amount may become an issue between Gulf and WFEA. If we are guarantors of the disputed amount then Gulf’s incentive to fight for the reasonableness of their approach will be gone. They may even ask that we pay their legal fees in a fight over reimbursement because at that point their money is not at issue.  If we are put in that position it will be useful to show, in a writing signed by Gulf, what their original estimate was. If it is an unreasonably low estimate we may have recourse back against Gulf.] Although the parties originally agreed to an in-service date of February ____, 2002, Gulf’s current construction schedule for the Power Transmission Facilities is expected to result in an in-service date of May 7, 2002. [ Gulf is not required to bid construction of their transmission. That was their business decision.]  Originally Gulf elected to take bids for construction of the transmission line. However, in order to   to meet a revised target completion date  of March 1, 2002, Gulf agrees to forego the bidding process in return for which ECS agrees to reimburse Gulf for certain costs in the event that Gulf does not ultimately prevail in proceedings before the Florida Public Service Commission and/or the Florida Supreme Court to determine which electric utility will serve ECS at Station 13A.  ECS will reimburse Gulf for all costs incurred by Gulf for the construction of the Power Line Facilities in excess of the amount reimbursed to Gulf by West Florida Electric Cooperative, Inc. and/or Alabama Electric Cooperative, Inc. up to a total differential of $1,000,000.   Any costs, expenses, and overheads contributing to a differential in excess of $1,000,000 shall be borne solely by Gulf.  The Parties agree that the costs to be reimbursed by ECS to Gulf include $130,000 that ECS will reimburse Gulf for rights-of-way pursuant to that certain letter agreement between Gulf and ECS dated November 19, 2001.


Gulf will use reasonable efforts and exercise due diligence to accelerate the completion date of the Power Transmission Facilities to March 1, 2002.  Gulf agrees that upon execution of this Agreement, Gulf will forego a bidding process and immediately engage contractors for the construction of the Power Transmission Facilites on an accelerated basis as part of efforts towards a March 1, 2002 target completion date. [ In summary, we guarantee up to $1 million for costs resulting from; 1) Gulf’s incorrect assertion that it could serve the ECS site, and; 2) Gulf’s business decision to fulfill its contractual commitment to ECS using a bidding process. ]
[In these circumstances common business practice requires that ECS be able to verify the costs that it is required to reimburse to Gulf. Therefore, this sentence should stay in the agreement.] 

Gulf acknowledges that time is of the essence for ECS and Gulf agrees that  it will provide ECS with the following:

1. Ability to perform on-site reviews of the construction progress of the Power Transmission Facilities.

2. 
3. 2.
Weekly project management summaries provided by Gulf to ECS detailing construction progress and discussing any potential risks to the March 1, 2002 completion date.  The weekly report will include 
a. 
a description of specific field construction activities being undertaken in order to expedite the construction schedule. [All of the deleted items in this list are reasonable and should be reinstated. We face delay that we are paying for (in contract damages to FGT) and an “after the fact” bill for what they want to charge us (up to $1 million). They refuse us the information that we need to mitigate our damages.  This is not a common sense business practice.] 
THIS AGREEMENT SHALL BE GOVERNED BY AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF FLORIDA, EXCLUDING ANY CONFLICTS-OF-LAW RULE OR PRINCIPLE WHICH MIGHT REFER TO THE LAWS OF ANOTHER STATE.  

This Agreement shall be binding upon the Parties to this Agreement and their respective successors and assigns.


Sincerely,

ENRON COMPRESSION SERVICES COMPANY


By:  _____________________________



Title:  ____________________________

AGREED TO this __ day of November, 2001.

GULF POWER COMPANY
By:  ________________________________



Title:  _______________________________

