3-B. Project LV

3-B-I. Investment Merits of Project LV

Strategic Location

· Project LV is located in North Las Vegas, Nevada, 5 miles from Las Vegas, the fastest growing city in the United States

· The Nevada power market will open for many classes of customers on November 1, 2000, creating a range of opportunities to sell excess power and ancillary services

· Given the projects’ strategic proximity to the Mead, Nevada markets and the California SP-15, they will have the optionality to sell merchant power into multiple markets

Existing Merchant Capacity Anchored by Existing PPA

· LV Cogen enjoys the financial stability associated with LV Cogen’s PPA with Nevada Power and the upside of selling excess megawatts into nearby power markets

PPA Restructuring

· Enron North America has had several conversations with Nevada Power, who has expressed an interest in granting LV Cogen delivery point flexibility giving LV Cogen the optionality to fulfill its obligation under the PPA either through market purchases or self-generation

· The restructuring efforts with Nevada Power have also focused on the elimination of the QF requirement for LV Cogen

Expansion in Advanced Stage of Development

· Enron North America is in the advanced stages of development of LV Cogen II

· LV Cogen II’s Air Permit was deemed complete by the Air Pollution Control District on June 9, 2000 and expects approval of the Air Permit by November 2000

· Turnkey construction bids have been submitted and a limited notice to proceed will be issued in September 2000

Firm Commitment for Turbine Schedule

· The contract for the four (4) LM 6000 turbines has been signed with GE and the turbine delivery schedule allows for a March 2002 commercial operations date
Significant Barriers to Entry

· ENA believes that LV Cogen has been able to overcome significant barriers that confront potential power plant development in the region, including

· access to water rights

· air quality standards

· access to industrially zoned property and existing transmission interconnections and substations

· availability of turbines

· environmental concerns

3-B-II. Location of Project LV

“Map will be located here”

3-B-III. Overview - Project LV

Overview

Enron North America (“ENA” or the “Company”), a wholly owned subsidiary of Enron Corp. (“Enron”), and its affiliates, intends to facilitate the sale of 100% of Southwest Power, L.L.C. (SWP), which owns, directly or indirectly, 100% of Las Vegas Cogeneration LP (LVCLP) and Las Vegas Cogeneration II, LLC (LVCII).  LVCLP is a 54 megawatt (“MW”) single-fueled, natural gas-fired combined cycle Qualifying Facility (QF) in North Las Vegas, NV.  LVCII is developing a 230 MWs of single-fueled, natural gas-fired combined cycle merchant generation facility on LVCLP’s site adjacent to its existing plant.

LV Cogen

As the owner and operator of the 54 MW natural gas fired cogeneration peaking plant located near North Las Vegas, NV, LVCLP is currently licensed as a QF under the Public Utilities Regulatory Policy Act of 1978 (“PURPA”). As a result of PURPA regulations limiting the ownership of any QF facility that can be controlled by a Utility or Utility Holding Company and certain accounting considerations, ENA established a multi-tiered ownership structure for its investment in SWP and its subsidiaries. Prior to the sale of SWP, the structure will be collapsed so that the transfer of the asset will be free and clear.  

The current Power Purchase Agreement with Nevada Power Corporation (NPC) obligates LVCLP to sell 45 MW during on peak hours. LVCLP completed negotiations with NPC to sell additional capacity, including off-peak sales during light-load hours and excess on-peak sales above the 45 MW obligation. The merchant sales, which began in April 2000, is administered under a Commodities Services Agreement between LVCLP and Enron Power Marketing, Inc. (“EPMI”).  The thermal host to LVCLP is a 12-acre tomato greenhouse, which is owned and operated by Sunco, L.L.C. (Sunco).  Sunco is 100% owned by SWP and a separate sales process for the greenhouse assets has been initiated.

LV Cogen II

Development of an expanded facility has been initiated by a newly formed entity named Las Vegas Cogeneration II, L.L.C. (“LVCII”), which is 100% owned by SWP. The project is to be configured as a 230 MW natural gas-fired power plant consisting of two, two-on-one combined cycle units. The project would use four GE LM 6000 PC gas turbines, four Heat Recovery Steam Generators (“HRSGs”), and two steam turbines in a site-optimized configuration. The 230 MW merchant facility will sell into the California (“PX”), Meade and Nevada merchant markets. The anticipated start-up date for this plant is March 2002. The estimated total construction cost including IDC, is $156.8 million. The O&M services will be provided under a contractual agreement between LVCLP and LVCII. The savings in costs because of the sharing of O&M services and sharing of other resources with the existing facility will make LVCII very competitive in the merchant market. 

Key Success Factors

3-B-IV. Description - LV Cogen

Project Description

Location and Project Site.  LVCLP occupies approximately 15 acres, and is located in an industrial park in the city of North Las Vegas, NV, which is approximately 5 miles north of the center of Las Vegas, NV. Interconnections with the local gas transportation company (Southwest Gas Corporation), the power purchaser (Nevada Power Company) and the water supplier (the City of Las Vegas) are all located at the boundaries of the Project site.  The steam host, Sunco, is adjacent to the cogeneration plant.  Sunco owns and operates a 12-acre glass greenhouse that is used exclusively for growing high-quality, hydroponic tomatoes. The Greenhouse facility, including the land, is owned by LVCLP and is leased by Sunco.  Sunco is 100% owned by SWP.  SWP has initiated a separate sale process for its interest in Sunco.

General.  LVCLP is currently licensed as a QF under PURPA. It is capable of generating an average of 54 MW, and up to 56 MW under the most favorable ambient conditions. Since the maximum capacity and energy that NPC is contracted to take is only 45 MW, the plant has historically operated well within design parameters. Usually the steam turbine (ST) generates at or near full load (9.5 MW) and the gas turbine (GT) generates about 36 MW (90% of nameplate) for a total gross output of 45.5 MW. The plant consumes a parasitic load of about 0.5 MW, providing a net 45 MW to NPC. Extraction steam from the ST is also used in a heat exchanger to supply hot water to Sunco. 

The plant is only required to deliver power for 90% of the on-peak periods in order to receive 100% of the capacity payments under the PPA. During the period 1996 through 1998, availability during on-peak periods has averaged 99.2%. Historically, the Project has been operated as a peaking plant, largely because of the nature of the PPA contract which requires operation only during peak hours - 12 continuous hours a day in summer and 13 (5 + 8) hours a day in winter. Merchant operations began in April 2000 with the plant operating during periods outside the hours required to serve NPC under the PPA.  Additional merchant sales were also made during the hours contracted to NPC by using the plant’s capability above the 45MW NPC obligation. Such merchant sales are made on a day-ahead basis into South Pass 15 of the California PX, when the market price is above the project’s variable cost of operation (fuel, variable O&M and Transmission); merchant sale profits are shared with NPC under a Limited Release Agreement. 
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Technical Description

Equipment.  The Las Vegas Cogeneration facility is comprised of the following major equipment:

· General Electric (“GE”) LM 6000 PC aeroderivative combustion GT and generator, rated at 44 MW;

· Foster Wheeler triple pressure Heat Recovery Steam Generator (“HRSG”); and

· Dresser-Rand high/intermediate pressure steam turbine ST, driving a net 10 MW generator.

Gas Turbine.  The LM 6000 is a relatively small machine, based on GE’s jet-engine design, and is therefore well suited to the particular operational demands of a plant that cycles on a frequent basis – in this case, at least daily. In November 1999, LVCLP upgraded its turbine from a LM 6000 PA to a state-of the-art LM 6000 PC. Installation of a new LM 6000 PC has lowered the net heat rate by almost 10% to 7,700 Btu/kWh, mainly by increasing nameplate capacity by 4 MW to 54 MW.

HRSG and Steam Turbine. The HRSG and ST are standard, proven equipment, with relatively low technological risk.

Balance of Plant. The balance of plant equipment includes a Selective Catalytic Reduction (“SCR”) NOx treatment, a pump station, a (leased) de-mineralized water unit, a cooling tower, a step-up transformer (to increase the voltage to 138kV to match that of the adjacent switchyard owned by NPC), an administrative building, a maintenance shop, and a spare parts warehouse, storing inventory. 

Operating Performance.  With the exception of several minor technical problems which have been satisfactorily resolved, the plant is in very good condition and operating according to its design specifications, which is exemplified by the plant’s operating statistics listed in the table below. The steam turbine, gas turbine, support equipment, boiler equipment, and balance of plant equipment are all in very good condition. The SWP management and plant operating staffs are experienced with a though knowledge of plant operations and systems. 

Performance Summary
2000 (Jan-Jul)
1999
1998

Total Net MWhs
            150,956 
      185,617 
      216,027 

Net Heat Rate (Btu/KWh)
               8,344 
         8,412 
         8,464 

Contract Capacity Factor
97.2%
87.2%
97.8%

Peak Availability Factor
98.4%
87.3%
98.5%

Forced Outage Rate
2.5%
2.3%
0.8%

Net Capacity Factor
49.2%
47.1%
54.8%

Contractual Structure

Principal Contract Summaries.  The operating contractual structure is summarized below:
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Power Purchase Agreement

The PPA between LVCLP and NPC was executed in May 1992 and runs through May 2024.  It is a fixed-price contract, with payments for demonstrated capacity (payable regardless of whether the plant runs) and energy (paid for power actually delivered).  Both components of the power price are escalated annually at 80% of the annual change in CPI; the escalation date is May 1st each year. 

NPC must take all power produced up to 45 MW during on-peak hours. On peak hours represent 52% of the total hours in a year and include the following periods:

· Summer season: 10:00 am to 10:00 pm (12 hours) from May through September (5 months).

· Winter season: 5:00 am to 10:00 am (5 hours) and 4:00 pm to 12:00 pm (8 hours) from October through April (7 months).

If LVCLP fails to demonstrate at least 90% availability during either the summer or winter on-peak period, it is placed on “probation” for a period of 12 months (but only for that season).  It should be noted that the 90% availability must be demonstrated during all 5 of the summer season months, but only during December through February in the winter season (3 out of 7 winter months).  This arrangement provides LVCLP with a window twice a year to perform maintenance.  If LVCLP meets the 90% threshold during a probationary 12-month period, it will be taken off probation.  If it fails to achieve 90%, NPC may elect either to extend the probation period for a further 12 months, or to reduce the contract capacity to a capacity not less than the average level actually demonstrated during the probationary period.

Energy rates are payable on the energy actually delivered, all year round, at rates that escalate year-to-year at 80% of CPI.

The PPA allows NPC to curtail its takes under the agreement during “off-peak or light-load hours when due to operational circumstances other than economic dispatch, purchases…” will result in costs greater than those that NPC may otherwise incur if NPC generates or purchases an equivalent amount of energy. The provision expressly precludes NPC from “economic dispatch” of the Project, i.e. from curtailing power deliveries, simply because it can generate power from its own system more cheaply. This issue was the subject of a dispute between LVCLP and NPC, which was finalized in 1997 after an arbitrator ruled in favor of LVCLP. 

Potential to Renegotiate the PPA.  ENA has had several discussions with Nevada Power in regards to renegotiating the PPA.  Nevada Power has expressed an interest in restructuring the PPA such that LVCLP would have delivery point flexibility, allowing it to meet its contractual obligations under the PPA from nearby markets or through self-generation.   Such a restructuring would also remove QF status and release LVCLP from the necessity of maintaining a steam host. 

Merchant Sharing Agreement. The existing PPA contains a “dedication clause” granting to Nevada Power Company (“NPC”) certain rights with respect to the plant’s output.  First, NPC has a right to purchase the entire output of the plant (net of station usage) during “on peak” hours (as specified in the PPA).  Second, NPC has a right of first refusal to purchase the entire net output of the plant during all other (off-peak) hours.  


The PPA is silent as to whether LVCLP has the right to sell energy and capacity in excess of the 45 MW contract capacity under the PPA to third parties during “on peak” hours.  Furthermore, there is no guidance in the PPA as to the terms under which NPC’s right of first refusal can be exercised.  LVCLP is unaware of any binding judicial or regulatory ruling addressing or clarifying these issues.


In 1999 LVCLP expanded the generation capacity of the plant.  In order to facilitate timely entry into the wholesale market LVCLP negotiated and entered into a Limited Release Agreement of Applicable Energy (the “Sharing Agreement”) with NPC.  The Sharing Agreement prescribes a mechanism for LVCLP and NPC to share the net value of third party sales from excess on-peak and any off-peak energy generated by the plant.  The Sharing Agreement has a one-year term, and may be terminated upon 30 days’ notice by either party.  


It is LVCLP’s position that following termination of the Sharing Agreement it has the right to market energy in excess of 45MW, during on-peak periods to third parties without obligation to NPC (other than obligations with respect to transmission charges).  LVCLP further interprets the PPA to allow LVCLP to sell the entire off-peak production of the plant to third parties if the energy is first offered to NPC at the price and on the terms of the proposed sale.  LVCLP has had discussions with NPC wherein NPC has suggested that it does not agree with LVCLP’s interpretation of the contract.  There can be no assurance that in the event of arbitration or regulatory or judicial proceedings the arbitrator, regulators or court would support LVCLP’s interpretation of the PPA.  
EPMI Commodities Services Agreement.  To facilitate the merchant sales under the Limited Release Agreement, LVCLP has entered into a Commodities Services Agreement with EPMI as its market services provider. Services will include facilitating the merchant energy sales transactions into electricity markets, fuel management services, and consulting services.   This agreement will remain in effect until terminated by either party upon 30 days’ prior written notice.    EPMI does not intend to terminate this agreement upon ENA’s divestiture of LVCLP.  [This agreement has not yet been signed.  It is awaiting NatWest approval]

Duke Gas Supply and Transportation Agreement

LVCLP has entered into a Gas Supply and Transportation Agreement with Duke Fuels that expires in April of 2011.  The Maximum Daily Quantity (“MDQ”) to be supplied under this Agreement is 5,000 MMBtu/day, which exceeds LVCLP’s fuel requirements to meet the PPA’s on-peak dispatch load.

The price for gas in the Duke Fuels Gas Supply Agreement is fixed from May 1, 1994 through April 30, 2000; the price floats thereafter, but it has been hedged by ENA for 10 years.  In addition to the index price of gas, LVCLP will reimburse Duke for its transport expenses incurred in moving the gas on the Kern River Pipeline.  Also pursuant to the Duke Fuels Gas Supply Agreement, LVCLP is required to provide Duke Fuels with a letter of credit, guaranteeing its future performance under the contract. 

Gas Hedging

From May 1, 2000, the contract price under the Duke Fuels Gas Supply Agreement is set by reference to a defined market price index.  In order to cover this market price exposure, ENA has entered into a series of forward commodity swaps with LVCLP.  The Project will therefore receive fixed-priced (non-escalating) gas for a period of 10 years from May 1, 2000 to April 30, 2010.  The strike price is $2.405/MMBtu.

Transportation – Kern River Gas Transmission Company

Duke Fuels’ transportation obligations, under the Duke Fuels Gas Supply Agreement, are performed by Kern River Gas Transmission Company, under an agreement with Duke Fuels (the “KRGTC Agreement”).  This agreement expires in February 2009, but is extendable for successive 1-year periods thereafter, at Duke Fuels’ option.

Rates are renegotiated prior to any extension of the agreement, but are capped at FERC’s maximum authorized rate for firm transportation service at the time.

The primary receipt points for gas is at Opal, Wyoming, the northern most point of the Kern River Pipeline, and delivery is at the interconnection with Southwest Gas Corporation (“Southwest Gas”) 4.5 miles from the Project site. 

Transportation – Southwest Gas Corporation

After transmission of the Project’s gas through Kern River, it is transferred to Southwest Gas’ system, for the final 4.5 miles to the Project site.  LVCLP’s agreement with Southwest is for 17 years (expiring in August 2011), subject to year-to-year extensions thereafter at renegotiated rates.

The MDQ in the Southwest Gas Agreement is 5,200 MMBtu/day (4% above the Duke Fuels MDQ).  The rates for firm transportation escalate at 80% of the change in CPI, matching the revenue escalations built into the PPA. Pursuant to the agreement, Southwest Gas constructed a 4.5-mile spur connecting Kern River to the Project site specifically to service the LVCLP.  Although the cost of construction was fully covered by Southwest Gas, the company also sought assurances that it would not lose the value of its capital investment due to LVCLP’s non-performance of its obligations under the Gas Agreement.  To satisfy Southwest Gas’s requirement, the LVCLP has supplied  a $0.89 million letter of credit.  The amount of the letter of credit amortizes during the term of the senior debt according to the depreciation schedule of the spur and can be drawn in the event of LVCLP’s non-performance under the contract.  

Secondary Gas Supply and Transportation Arrangements

As a condition to the approval of the PPA by the Nevada Public Utilities Commission (“NPUC”), LVCLP has to demonstrate pursuant to the NPUC order, inter alia, that it has entered into primary and secondary gas supply arrangements of at least a 15 year duration.  To satisfy this requirement, LVCLP has entered into a secondary gas supply and transportation agreement with ENA.  The secondary gas supply agreement is for 5,000 MMBtu/day and runs from September 1, 1999 through May 31, 2024.  Daily pricing is equal to the SoCal Border price plus $0.10/MMBtu and the primary delivery point is the interconnection between the El Paso Pipeline and the Southwest Gas Company.   Upon ENA’s divestiture of SWP, LVCLP will need to replace the Secondary Gas Supply and Transportation Agreement.

Greenhouse Lease Agreement

Pursuant to a Greenhouse Lease Agreement LVCLP:

· leases land to Sunco, and 

· supplies Sunco’s requirements for thermal energy for the production of agricultural crops in the greenhouse.

In consideration for the above, Sunco pays rent to LVCLP in an amount equal to 100% of its net revenue to LVCLP, net revenue being defined as all revenues received by Sunco less all the direct and indirect expenses incurred in operating the greenhouse.

Sunco is required to remit 100% of the revenues to LVCLP within two days of receiving them. Sunco is also required to prepare, no later than 90 days before the end of each year, an annual operating budget for the succeeding year for all expenses.  Within two days of funds being available to LVCLP for that purpose. LVCLP is in turn required to advance, on a month-by-month basis, the funds budgeted for each month to Sunco. Any surplus funds remaining after application to budgeted items will at LVCLP’s option either be returned to LVCLP or set off against the subsequent month’s advances.

Also pursuant to the Greenhouse Lease Agreement, LVCLP is required to obtain and maintain insurance for the greenhouse operations to the extent required by the Lenders.

The lease agreement expires in 2009. Before that date, both parties to the contract have the right to terminate it at will as long as they give the other party at least a 24-month notice. The risk of the lease terminating against the interests of the Project is substantially mitigated by the fact that SWP has acquired both parties to the contract, thus ultimately retaining control of the lease at both ends.

SWP is currently in the process of soliciting bids for the sale of the greenhouse, since the potential removal of the QF status as a result of negotiations with Nevada Power will eliminate the need for a thermal host.  If LVCLP retains QF status, the buyer of LVCLP could retain ownership of Sunco or negotiate a new commercial agreement. [Is the lease term extended, if Sunco is sold?  ]

Operation & Maintenance Arrangements

The power plant is currently operated by LVCLP with a staff of 10. The management team is comprised of a plant manager, a plant engineer, and plant administrator. Under ENA’s member management responsibilities on behalf of Southwest Power, LLC, O&M is provided by the LVCLP.  

Biographies

R.D. Hawkins – President and Plant Manager.  RD Hawkins has more than 36 years of experience in power plant engineering, construction, procurement, operation, and maintenance.  Mr. Hawkins joined LVCLP as the operations and maintenance manager in 1997.  Prior to joining LVCLP, Mr. Hawkins held several positions with Raytheon Engineers and Constructors, Western Electrochemical Company, and Kaiser Engineers.  Mr. Hawkins holds a BS in Civil Engineering from Brigham Young University. 

Scott M. Jacobucci – Operations and Maintenance Manager.  Scott Jacobucci joined LVCLP in 1996 as a plant engineer.  Prior to joining LVCLP, Mr. Jacobucci worked at Bechtel Nevada Corporation as a mechanical engineer.  Mr. Jacobucci holds a BS in Mechanical Engineering from California State University at Long Beach and an MS in Mechanical Engineering from the University of Nevada Las Vegas.
Deborah A. Crider – Plant Administrator.  Ms. Crider has worked for LVCLP since May 1996 in various capacities.  Her primary responsibilities include human resources, accounts payable, payroll, and maintaining all plant paperwork.

Insurance

LVCLP has been insured under Enron/ENA’s umbrella insurance arrangements and provides coverage for customary risks including physical damage, boiler and machinery and business interruption.  Following the sale of LVCLP by ENA, LVCLP or the potential buyer will have to arrange for the appropriate coverage.

Ownership and Contractual Counterparts

Las Vegas Cogeneration Limited Partnership

The ownership structure that will be created following the collapse of the multi-tiered ownership structure is depicted below.
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Financing Structure

Key Terms and Conditions of Senior Debt

Borrower:

Las Vegas Cogeneration Limited Partnership, a Nevada limited partnership, the owner and operator of a 54 MW cogeneration facility located in North Las Vegas, NV (together with all related agreements and facilities, the “Project”).  The General and Limited Partners of the Borrower will be wholly owned subsidiaries of Southwest Power L.L.C., a Delaware limited liability company in which Enron North America Corp. (“ENA”) and its affiliates hold a substantial interest.  Ownership is structured to maintain QF status.  

Term Loan

Borrower:

LVCLP

Underwriter:

National Westminster Bank Plc (“NWB”), acting through Greenwich NatWest Structured Finance, Inc. (“GNW”) as Arranger.

Agent and LOC Issuing Bank:

NWB.

Amount:

$56,500,000

Use of Proceeds:

Refinance existing indebtedness of the Borrower, finance certain capital improvements agreed prior to the Closing Date (including the purchase of a replacement GE LM 6000 PC gas turbine, as well as certain repairs and modifications to the HRSG), provide initial working capital, and pay transaction costs.

Closing Date:

August 31, 1999.   

Final Maturity Date:

September 30, 2009 (10 years and 1 month).

Interest:

(a)  LIBOR plus:


 
From Closing Date to 30-Sep-02:   

From 01-Oct-02 to 30-Sep-05:

From 01-Oct-05 to 30-Sep-09:   
1.125%

1.375%

1.625%



(b)  or Base Rate plus:



From Closing Date to 30-Sep-02:   

From 01-Oct-02 to 30-Sep-05:

From 01-Oct-05 to 30-Sep-09:   
0.375%

0.625%

0.875%



The Borrower shall purchase interest rate protection in a manner mutually acceptable to Arranger, Agent and Borrower. 

Principal Amortization and Interest Payments:

Scheduled quarterly amortization of principal as per Exhibit A, with a bullet payment of remaining principal due and payable on the Final Maturity Date.  Interest payable at the end of each interest period, but in any case, no less frequently than quarterly.

Guarantees:

Enron has made two guarantees associated with the credit facility.  The first obligates Enron to fund a revenue account in the event of revenue short falls by Sunco.  The second requires Enron to fund a debt service reserve account in the event of short falls.  The first guarantee would likely be removed by the period repayment of the term loan from the Sunco sale proceeds. The later guarantee will be assumed by the purchaser of SWP.  

Standby Letter Of Credit – Southwest Gas

Beneficiary:

Southwest Gas Corporation (“Southwest Gas”)

Initial Face Amount:

$888,896

Purpose:

To assure Southwest Gas of the Borrower’s performance under the Southwest Gas Transportation Agreement, specifically the recovery by Southwest Gas of capital costs incurred by it in constructing a spur pipeline from the interconnection with the Kern River Gas Transmission system to the Project site.

Term:

3 years.

Reduction Schedule:

See Exhibit B.

Letter of Credit Commission:

Same as LIBOR margin on Term Loan.

Permitted Draws:

Upon receipt by the Issuing Bank of a certificate from Southwest Gas stating that it is entitled to draw on the letter of credit because of non-performance by the Borrower under the Southwest Gas Transportation Agreement; or

No more than 30 days prior to its expiry, upon the failure of the Issuing Bank to extend the letter of credit, or of the Borrower to procure a replacement the letter of credit.

Post-Draw Interest Rate:

Base Rate + 2.0%.

Reimbursement Obligation:

Upon a draw on the letter of credit, the Borrower shall have the obligation to reimburse the Issuing Bank from 100% of cash flow available immediately prior to the payment of scheduled interest on the Term Loan in the Cash Flow Waterfall.

Standby Letter Of Credit – Duke Fuels

Beneficiary:

Duke Energy Fuels, L.P. (“Duke Fuels”).

Face Amount:

$3,000,000

Purpose:

To assure Duke Fuels of the Borrower’s performance under the Duke Fuels Gas Supply Agreement.

Term:

3 years, with no interim reductions.

Letter of Credit Commission:

Same as LIBOR margin on Term Loan.

Permitted Draws:

Upon receipt by the Issuing Bank of a certificate from Duke Fuels stating that it is entitled to draw on the letter of credit because of non-performance by the Borrower under the Duke Fuels Gas Supply Agreement; or

No more than 30 days prior to its expiry, upon the failure of the Issuing Bank to extend the letter of credit, or of the Borrower to procure a replacement the letter of credit.

Post-Draw Interest Rate:

Base Rate + 2.0%.

Reimbursement Obligation:

Upon a draw on the letter of credit, the Borrower shall have the obligation to reimburse the Issuing Bank from 100% of cash flow available immediately prior to the payment of scheduled interest on the Term Loan in the Cash Flow Waterfall.

Financial Hedging

ENA has entered into a 10-year interest rate swap (“IRS”) with LVCLP for 100% of the Senior Credit Facility with a strike price of 6.5%.  All swap obligations are secured pari passu with the Senior Credit Facility.

3-B-V. Financials - LV Cogen

Balance Sheet
1999
1998
1997

Assets




Cash
               3,931 
     1,462 
          960 

Accounts Receivable
               1,446 
     1,193 
        1,187 

Property Plant Equipment
              72,756 
    57,743 
      60,110 

Sinking Fund
                    -   
     5,308 
        5,011 

Other Assets
               1,258 
        597 
          667 


              79,391 
    66,303 
      67,935 






Liabilities And Partner’s Equity




Accounts Payable 
                  834 
     1,620 
        1,436 

Payable to Related Party
               1,939 
     6,032 
        4,947 

Current Portion of Long-Term Debt
               1,602 
     2,362 
        2,067 

Other Current Liabilities
                  127 
          -   
             -   

Reserve for Contingencies
                    -   
        800 
          675 

Long-Term Debt
              54,507 
    49,679 
      52,041 






Partners’ Equity:
              20,382 
     5,810 
        6,769 

Total Liabilities & Partner’s Capital
              79,391 
    66,303 
      67,935 

Income Statement
1999
1998
1997

Revenues




Electricity Sales
               3,228 
    13,334 
      12,600 

Other Revenues
                    68 
        779 
          766 

  Total Revenues
               3,296 
    14,113 
      13,366 






Expenses




Cost of Goods Sold
               1,973 
     7,727 
        7,023 

G&A
                  172 
     1,041 
        1,610 

Depreciation & Amortization
                  976 
     2,419 
        2,408 

Interest Expense 
               1,424 
     3,885 
        4,220 

  Total Expenses
               4,545 
    15,072 
      15,261 






Net Income (Loss)
              (1,249)
       (959)
      (1,895)

TERM LOAN AMORTIZATION SCHEDULE

(Amounts in US$1000s)

Date
Repayment
Balance Outstanding
Percentage outstanding






Opening

56,500
100.0%

31-Dec-99
(391)
56,109
99.3%

31-Mar-00
(106)
56,003
99.1%

30-Jun-00
(521)
55,482
98.2%

30-Sep-00
(602)
54,880
97.1%

31-Dec-00
(373)
54,507
96.5%

31-Mar-01
(361)
54,146
95.8%

30-Jun-01
(603)
53,543
94.8%

30-Sep-01
(666)
52,877
93.6%

31-Dec-01
(518)
52,359
92.7%

31-Mar-02
(534)
51,825
91.7%

30-Jun-02
(760)
51,065
90.4%

30-Sep-02
(873)
50,192
88.8%

31-Dec-02
(334)
49,858
88.2%

31-Mar-03
(298)
49,560
87.7%

30-Jun-03
(507)
49,053
86.8%

30-Sep-03
(614)
48,439
85.7%

31-Dec-03
(683)
47,756
84.5%

31-Mar-04
(632)
47,124
83.4%

30-Jun-04
(809)
46,315
82.0%

30-Sep-04
(951)
45,364
80.3%

31-Dec-04
(781)
44,583
78.9%

31-Mar-05
(740)
43,843
77.6%

30-Jun-05
(966)
42,877
75.9%

30-Sep-05
(1,114)
41,763
73.9%

31-Dec-05
(439)
41,324
73.1%

31-Mar-06
(375)
40,949
72.5%

30-Jun-06
(572)
40,377
71.5%

30-Sep-06
(694)
39,683
70.2%

31-Dec-06
(502)
39,181
69.3%

31-Mar-07
(455)
38,726
68.5%

30-Jun-07
(661)
38,065
67.4%

30-Sep-07
(783)
37,282
66.0%

31-Dec-07
(936)
36,346
64.3%

31-Mar-08
(891)
35,455
62.8%

30-Jun-08
(1,099)
34,356
60.8%

30-Sep-08
(1,216)
33,140
58.7%

31-Dec-08
(1,037)
32,103
56.8%

31-Mar-09
(977)
31,126
55.1%

30-Jun-09
(1,205)
29,921
53.0%

30-Sep-09
(29,921)
0
0.0%

SWG Letter of Credit

Reduction Schedule Southwest Gas Letter of Credit:
Date
Reduction
Balance


Initial

888,896


10-May-00
33,184
855,712


10-May-01
33,184
822,528


10-May-02
33,184
789,344


10-May-03
33,184
756,160


10-May-04
33,184
722,976


10-May-05
33,184
689,792


10-May-06
33,184
656,608


10-May-07
33,184
623,424


10-May-08
33,184
590,240


10-May-09
33,184
557,056

3-B-VI. Description - LV Cogen II

Project Description

General.  LVCII will be a nominal 230 MW natural gas fired power plant consisting of two, two-on-one combined cycle units.  LVCII will use four GE LM 6000 PC turbines to produce merchant electrical power.  Output can be sold into deregulated electricity markets through contractual arrangements, Meade or the local Nevada grid, upon the deregulation of its power markets.  Power will be delivered to the existing electrical grid into the Nevada Power transmission system at 138kV.  

Location and Project Site.  LVCII will be equipped with four GE LM6000 PC gas turbines with Enhanced Sprint (spray cooling), each rated at approximately 43 MW, four HRSG’s and two steam turbines in a site-optimized configuration.  As an expansion of LVCLP, LVCII will be located adjacent to the existing facility on approximately four-acres of land located at 1701 East Alexander Road, North Las Vegas, NV, in Clark County.  The Southwest Gas Corporation pipeline, Nevada Power electric transmission and the City of North Las Vegas water supply are all located at the boundaries of the Project site.

Technical Description

Equipment. The plant configuration of four GE LM 6000 PC gas turbines with inlet cooling will be used on the gas turbines to maximize plant output during warm ambient conditions.

Capacity.  Given the varying ambient temperature in the Las Vegas area, the net output is expected to vary from 225-235 MW, for a yearly average output of 230 MW.  With the use of inlet cooling on the gas turbines, the average net output can be improved by 20 MW. The heat rate can also vary from 7,400-7,600 Btu/kWh throughout the year and will average 7,500 on a yearly basis. The use of inlet cooling on the gas turbines will increase the heat rate approximately 40 Btu/kWh.

Permits and Environmental

Waste Water

Wastewater will be discharged into the City of North Las Vegas’ system.  The City has committed to take the plant’s effluent.  The limit on the total dissolved solids of the wastewater is 3,000 ppm.

Air Permit

LVCII’s Air Permit application was submitted on March 27, 2000. On June 9, Clark County APCD deemed the application to construct LVCII complete.  Clark County expects to release the permit for public comment in September 2000, which will allow finalization of the air permit in October 2000.  LVCII will utilize advanced SCR technology to reduce NOx emissions to a level of 2 ppm.  A carbon monoxide catalyst will be used to lower CO emissions to 2 ppm.

Noise Permit

The site is zoned industrial, which allows for the construction of the new power generating facility.  The design is currently being evaluated to assure compliance with the City’s noise standard. A noise study was completed to verify the project’s ability to meet the City’s 65 dba requirement.  The primary area of concern was the auxiliary fans on the gas turbine enclosures.  GE is looking at additional shrouding to reduce the sound level.

Project Laterals

Interconnection 

LVCII will interconnect with the Nevada Power Company’s system at the existing 138 kV substation on site.   An agreement has been signed with Nevada Power Company to design and estimate the costs associated with interconnecting LVCII.  

Gas and Gas Transportation

Southwest Gas has provided a proposed rate structure for construction and operation of the gas lateral from the Kern River pipeline to LVCII.  The proposal calls for an annual demand charge of $1,020,000/yr, with $0.015/dth for any volumes exceeding the take or pay usage.  The take or pay usage was set at 40,000dth/day for a term of 20 years. 

Easements are being pursued for a direct connect with Kern River Pipeline (KRP).  

Interstate transport will likely be provided off KRP.  ENA has been in ongoing discussions with KRP concerning the possibility of an expansion of KRP in conjunction with this facility.  Kern River has indicated the adequate facilities are in place to provide for at least 350,000MMBtu/d of additional capacity above the current capacity of 720,000 MMBtu/d at tariff rates.  

Water Supply

The City of North Las Vegas has communicated in writing their intention to issue a “will serve” letter once all fees have been paid and both hydraulic analysis and final drawings have been approved.

Wastewater

The City of North Las Vegas will discharge the wastewater.   In addition, North Las Vegas has approved a variance that allows LVC, LVCII, and Sunco to discharge a combined wastewater stream with a total dissolved solids level as high as 3,000 ppm into its sewer system.  This variance will augment plant economics, since it will allow the plant to increase the cycles of concentration in the cooling tower, reducing overall water usage.  

Ownership Structure
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Project Agreements

Operations & Maintenance Agreement

LVCII will contract for O&M services from LVCLP under a separate O&M agreement.  The O&M services will include all normal operation, repair and maintenance activities required to operate the facility in a safe and reliable manner.  LVCII will pay LVCLP a market base O&M fee of $150,000 per year which escalates at CPI.

Site Option Agreement

LVCII and LVCLP will enter into a 30-year site option agreement for a 5-acre parcel of land required for building the expansion. The cost for LVCII to exercise its option is $50,000. Under the agreement, LVCII will make lease payments to LVCLP of $150,000 escalating at CPI.

Engineering, Procurement, and Construction Turnkey Contract

The Project will be built pursuant to an Engineering, Procurement, and Construction turnkey contract (“EPC Agreement”) with a contractor to be identified.  ENA will identify contractors, but anticipates that an EPC Agreement will not be executed until after financial close.

Turbine Purchase Agreement

The gas turbines and transformers for the project are owned by a special purpose entity. Transfer of the equipment to the Project will occur during plant construction.  [Is this still true following a sale?]

Estimated Timetable

Activity
Timetable


Receipt of Permits
November 2000


Construction Financing
December 2000


Start of Construction
December 2000


Testing
November 2001


Commercial Operation
March 2002

Expected Development Activities Prior to Financial Close

ED Clark input

Expected Costs Incurred prior to Financial Close

ED Clark input

Project Assumptions

Plant Performance Assumptions

Estimated performance assumptions for the LVCII are provided in the table below.  Assumptions are subject to change. 

Category
Amount

Net Power Out (kW) @ 70o F
230,000




Annual Avg. Net Station Heat Rate (Btu/kWH), HHV
7,548

Fuel Supply Pressure Required at CT Skid (psig)
630




Water Supply
   City of North Las Vegas

Power Plant Peak Water Consumption (GPM) @ 115o F
1,812 




Air Emissions:  NOx (ppm)
2

Air Emissions:  CO (ppm)
2

Air Emissions:  Ammonia Slip (ppm)
10.00




Waste Water Disposal
 City of North Las Vegas

Waste Water Flow (GPD)
474,121




Interconnection
Nevada Power

Interconnection voltage (kV)
138

Capital Cost Assumptions

Estimated capital costs for the Project are provided in the table below.  The amounts listed are subject to change prior to finalization of design, EPC agreement, interconnect agreements, etc. 

Category

Amount

EPC Cost

$140,600,000

IDC

$13,000,000

Interconnect

$1,200,000

Spare Parts

$2,000,000

Total

$156,800,000

Operating Cost Assumptions

Estimated annual operating costs for the Project are provided in the table below.  Estimates are subject to change. 

Category

Amount (Base Year of 2002)

Variable O&M

$1.21/MWh

Fixed O&M

$3,800,000

Strategic Location. LVCLP and LVCII are located in North Las Vegas, NV, which is five miles from Las Vegas, the fastest growing city in the United States. Pursuant to federal stipulation, Nevada Power will begin to provide unbundled distribution services as the provider of last resort under a phased-in schedule beginning in November 2000 and finishing in December 2001, creating a range of opportunities to sell excess power and ancillary services. Although this is the stated plan, there can be no guarantees that its implementation will occur or the schedule will be met.  Given their proximity to the PX, Meade and Nevada power markets, the project will provide the optionality to sell merchant power into all three markets.  In addition, proposals currently exist for the development of a new regional ISO that will facilitate the economic transportation of electricity across the southwestern US.  The Desert Star proposal is aimed at creating a regional ISO for Nevada, Arizona and New Mexico.
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�Yellow lines are Transmission lines above 400 kV.


Black Lines are 500 kV Transmission lines.
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Kern River Gas Transportation Agreement





Power Purchase Agreement





Local Gas Transportation Agreement





Gas Supply and Transportation Agreement





Duke Energy Fuels, L.P.


17-year Primary Gas Supply and Transportation Agreement


5,000 MMBtu of gas per day = exceeds plant on-peak requirement


Long-term debt rating A+/A1





Duke’s Kern River Gas Transmission Co.


Gives Duke the right to transport 50,000 Mcf of natural gas per day along the Kern River Pipeline


Expires in February 2009; renewable in 1-year increments at Duke’s option


Long-term debt rating of A-/A2





Southwest Gas Transmission


17-year gas firm transportation from Kern River Pipeline to the facility with adequate volume


Long-term debt rating of BBB-/Baa3





Enron Power Marketing, Inc.


Commodity Services Agreement


Power Marketing


Fuel Management


Other Services





LVCLP





Sunco, L.L.C.


Tomato Greenhouse








Greenhouse Lease





Enron North America Corp.


Administrative Services


Secondary Gas and Transportation Agreement


Gas and interest rate hedge





Nevada Power Company


PPA for 45 MW of on-peak off-take through 2024.


Long-term debt rating of BBB/Baa2





Nevada Power Company


1-year renewal Limited Release Agreement.


Release of energy during off-peak and excess on-peak outside of 45 MW obligation


Sharing of value between NPC and LVCLP
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Las Vegas Cogeneration, LP

National Westminster

 Bank Plc

P & I

$56.5 MM Debt

Desert Arc I, LLC

Desert Arc II, LLC

SUNCO Ltd., LLC

(Separate Sales Process)

15% LP Interest

85% GP Interest

Southwest Power, LLC

100% Interest

100% Interest

100% Interest

ENA & Affiliates

100%

Interest
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