MEMORANDUM


To: 	Michael Guerriero
Cc: 	Jeff Kabel
From. 	Mario Aguilar Benitez
Date: 	November 10th,  2000
Ref. :	Arcor / Epec Contract Price Evaluation
  

I) Contract Price Breackdown

· Base Price:

	Energy Price:
	 $          31.70 
	 
	 
	 
	 
	 
	 

	Capacity Price:
	 $            5.30 
	 
	 
	 
	 
	 
	 

	Variable Transportation Cost
	 $                -   
	(Close to cero because there is a net from the node they buy and sell)
	 

	Toll
	 $                -   
	
	
	 
	 
	 

	Total Base Price
	 $          37.00 
	 
	 
	 
	 
	 
	 



· Actual Price: 	$	      37.71 (October Price)

· Formula:

[image: ]

· Last Prices:


	Month
	US$/MWh

	Jan-00
	38.29

	Feb-00
	38.30

	Mar-00
	38.30

	Apr-00
	38.42

	May-00
	37.70

	Jun-00
	37.67

	Jul-00
	37.67

	Agu-00
	37.73

	Sep-00
	37.73

	Oct-00
	37.71

	Average
	37.95





II) Current PPA Valuation

Market Valuation with forward curve from Oscar and Modreg Simulation Model.




Out Of The Money PPA of 2.7 MM$ ($13.2 /MWh)


III) Alternatives Analysis

I. TG Rio Cuarto + Capacitors . (Las Ferias Substation)

They need to implement both projects because none of them solve the problem by itself. 

TG Rio Cuarto:

2 Gas Turbines of 16 MW of Installed Capacity located in Rio Cuarto 5 Km from Arcor Power plant.
They are very old machines that will probably be not feasible to reconvert. They will have to turn this units on even though they are very inefficient (forced dispatch).

Dispatch Data:




TG Rio Cuarto Valuation:



This solves 50% of the problem and the Installation of Cacitors solve the rest of it.

Capacitors:

Installation of Capacitors or “Banco de Capacitores” for making the necesary Reactive Capacity in order to mantain the level of tension in the area. The size should be of 20 MVAR (Maga Volts Ampere of Reactive capacity). The aproximative cost of this equipment is around $ 2.5 MM.


	TG Rio Cuarto & Capacitors Value:





II. High Voltage 132 KV Line (Almafuerte – Rio Cuarto)

High Voltage 132 KV line that will connect Rio Cuarto to the 500 KV line and will alloud Rio Cuarto 




III. New Substation in Villa Maria

New Substation in Arroyo Cabral Va. Maria. “Subestación de Rebaje y Maniobras”.
Epec was working in this project some time ago this year and they suspended. This project was going to release Rio Cuarto to supply Va. Maria. These means that there is going to be a decrease on the Power and Tension needs in the Area. Va. Maria will be supply by this 500 KV System conection.
Some works needs to be done in Va. Maria Substation and a new Transformer needs to be bought.







IV. Summary





The difference against the cheapest option is (k$) 963.4 but this is the longer term option.

These means that although these Current PPA is way Out of the Money, the option of this contract compare to other options is fair enough base upon this assumptions and rough numbers.

Another alternative that they could be thinking is in the Project of installing a 250 MW Combine Cycle in Villa Maria that could really avoid the dependance that EPEC has with Modesto Maranzana. (Not a 100%, but it will eliminate most of it). Inepar and Gecor shareholders were behind these proyect some time ago. ENEL from Italy was interesting too. (Ansaldo Equipments).

Consider this analysis a first aproximation because none of this numbers are completely check and revised due to the time we had. We will probably need some time to make up these numbers and come out with a better aproximation. This is just the best information that we have right now.

Sincerely,

Mario.
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		Arcor / Epec Contract Price 

				I		Contract Price Breackdown

						Base Price

								Energy Price:		$   31.70

								Capacity Price:		$   5.30

								Variable Transportation Cost		$   - 0		(Close to cero because there is a net from where they buy and sell)

								Toll		$   - 0		(EPEC is the Disco)

								Total Base Price		$   37.00





				II		Contract Valuation



										2001		2002		2003		2004		2005		Ave



								Forward Price		$   23.3		$   22.6		$   23.4		$   25.2		$   24.3		$   23.8



								Spread ($/MWh)		$   13.7		$   14.4		$   13.6		$   11.8		$   12.7		$   13.2



								Volume (MW)		6.5		6.5		6.5		6.5		6.5



								Volume (GWh-Yr)		56.9		56.9		56.9		56.9		56.9



								Annual Spread (k$)		$   778.4		$   822.6		$   773.5		$   670.4		$   720.6		$   753.1

								NPV @ 12% (k$)		$2,736.3

				III		 Alternatives

						A) TG Rio Cuarto + Capacitors. (Las Ferias SE)

								TG Rio Cuarto

								2 Gas Turbine Gas of 16 MW of Installed Capacity

								Nominal Capacity (MW):				12

								Heat Rate (KCal/KWh):				3,700

								Reference Gas Price:				80.95

								Reference Diesel Oil Price:				172.74

								Variable Cost @ Gas				35.66

								Variable Cost @ Diesel Oil				74.49

								Ave Variable Cost				42.13

										2001		2002		2003		2004		2005		Ave



								Spread ($/MWh)		$   (18.8)		$   (19.6)		$   (18.7)		$   (16.9)		$   (17.8)		$   (18.4)



								Volume (MW)		24.0		24.0		24.0		24.0		24.0



								Volume (GWh-Yr)		210.2		210.2		210.2		210.2		210.2



								Annual Spread (k$)		$   (3,952.9)		$   (4,116.0)		$   (3,935.0)		$   (3,554.2)		$   (3,739.7)		$   (3,859.6)

								NPV @ 12% (k$)		($13,992.2)

								Capacitors (Banco de Capacitores 20 MVAR)



								Aprox. Cost		($2,500.0)

								Total NPV Alternative A:		($16,492.2)

								Term:		1 year

						B) High Voltage 132 KV Line (Almafuerte - Rio Cuarto)

								Aprox. Distance (Km)		120

								Cost of HV Line (K$/Km)		$   90.0

								HV Line Cost		$   (10,800.0)

								Transformer 500/132 of 150 MVA in Almafuerte Substation

								New Transformer 500/132		$   (2,500.0)

								Total NPV Alternative B:		($13,300.0)

								Term:		2 years

						C) New Substation in Villa Maria("Subestación de Maniobras")

								New Substation in Arroyo Cabral Va. Maria. EPEC was working in this project and they suspended some time ago.

								Works in the Substation								$   (500.0)

								New Transformer 500/132								$   (2,500.0)

								Total in the New Substation								$   (3,000.0)

								Part of the Forced Dispatch of Las Ferias Units						5%		$   (699.6)

								Total NPV Alternative C:		($3,699.6)

								Term:		3 years

				IV Summary



						PPA Value (Out of the Money)						$2,736.3

						A		TG Rio Cuarto + Capacitors				($16,492.2)

						B		High Voltage Line				($13,300.0)

						C		New Substation				($3,699.6)

						Difference against the cheapest option						($963.4)
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		Arcor / Epec Contract Price 

				I		Contract Price Breackdown

						Base Price

								Energy Price:		$   31.70

								Capacity Price:		$   5.30

								Variable Transportation Cost		$   - 0		(Close to cero because there is a net from where they buy and sell)

								Toll		$   - 0		(EPEC is the Disco)

								Total Base Price		$   37.00





				II		Contract Valuation



										2001		2002		2003		2004		2005		Ave



								Forward Price		$   23.3		$   22.6		$   23.4		$   25.2		$   24.3		$   23.8



								Spread ($/MWh)		$   13.7		$   14.4		$   13.6		$   11.8		$   12.7		$   13.2



								Volume (MW)		6.5		6.5		6.5		6.5		6.5



								Volume (GWh-Yr)		56.9		56.9		56.9		56.9		56.9



								Annual Spread (k$)		$   778.4		$   822.6		$   773.5		$   670.4		$   720.6		$   753.1

								NPV @ 12% (k$)		$2,736.3

				III		 Alternatives

						A) TG Rio Cuarto + Capacitors. (Las Ferias SE)

								TG Rio Cuarto

								2 Gas Turbine Gas of 16 MW of Installed Capacity

								Nominal Capacity (MW):				12

								Heat Rate (KCal/KWh):				3,700

								Reference Gas Price:				80.95

								Reference Diesel Oil Price:				172.74

								Variable Cost @ Gas				35.66

								Variable Cost @ Diesel Oil				74.49

								Ave Variable Cost				42.13

										2001		2002		2003		2004		2005		Ave



								Spread ($/MWh)		$   (18.8)		$   (19.6)		$   (18.7)		$   (16.9)		$   (17.8)		$   (18.4)



								Volume (MW)		24.0		24.0		24.0		24.0		24.0



								Volume (GWh-Yr)		210.2		210.2		210.2		210.2		210.2



								Annual Spread (k$)		$   (3,952.9)		$   (4,116.0)		$   (3,935.0)		$   (3,554.2)		$   (3,739.7)		$   (3,859.6)

								NPV @ 12% (k$)		($13,992.2)

								Capacitors (Banco de Capacitores 20 MVAR)



								Aprox. Cost		($2,500.0)

								Total NPV Alternative A:		($16,492.2)

								Term:		1 year

						B) High Voltage 132 KV Line (Almafuerte - Rio Cuarto)

								Aprox. Distance (Km)		120

								Cost of HV Line (K$/Km)		$   90.0

								HV Line Cost		$   (10,800.0)

								Transformer 500/132 of 150 MVA in Almafuerte Substation

								New Transformer 500/132		$   (2,500.0)

								Total NPV Alternative B:		($13,300.0)

								Term:		2 years

						C) New Substation in Villa Maria("Subestación de Maniobras")

								New Substation in Arroyo Cabral Va. Maria. EPEC was working in this project and they suspended some time ago.

								Works in the Substation								$   (500.0)

								New Transformer 500/132								$   (2,500.0)

								Total in the New Substation								$   (3,000.0)

								Part of the Forced Dispatch of Las Ferias Units						5%		$   (699.6)

								Total NPV Alternative C:		($3,699.6)

								Term:		3 years

				IV Summary



						Alternative						Value		Term (Yrs)

						Curent PPA Value						$2,736.3		5

						A-		TG Rio Cuarto + Capacitors				($16,492.2)		1

						B-		High Voltage Line				($13,300.0)		2

						C-		New Substation				($3,699.6)		3

						Difference against the cheapest option						($963.4)
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				I		Contract Price Breackdown
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								Capacity Price:		$   5.30

								Variable Transportation Cost		$   - 0		(Close to cero because there is a net from where they buy and sell)

								Toll		$   - 0		(EPEC is the Disco)

								Total Base Price		$   37.00





				II		Contract Valuation



										2001		2002		2003		2004		2005		Ave



								Forward Price		$   23.3		$   22.6		$   23.4		$   25.2		$   24.3		$   23.8
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								Annual Spread (k$)		$   778.4		$   822.6		$   773.5		$   670.4		$   720.6		$   753.1

								NPV @ 12% (k$)		$2,736.3

				III		 Alternatives

						A) TG Rio Cuarto + Capacitors. (Las Ferias SE)

								TG Rio Cuarto

								2 Gas Turbine Gas of 16 MW of Installed Capacity

								Nominal Capacity (MW):				12

								Heat Rate (KCal/KWh):				3,700

								Reference Gas Price:				80.95

								Reference Diesel Oil Price:				172.74

								Variable Cost @ Gas				35.66

								Variable Cost @ Diesel Oil				74.49

								Ave Variable Cost				42.13

										2001		2002		2003		2004		2005		Ave



								Spread ($/MWh)		$   (18.8)		$   (19.6)		$   (18.7)		$   (16.9)		$   (17.8)		$   (18.4)



								Volume (MW)		24.0		24.0		24.0		24.0		24.0



								Volume (GWh-Yr)		210.2		210.2		210.2		210.2		210.2



								Annual Spread (k$)		$   (3,952.9)		$   (4,116.0)		$   (3,935.0)		$   (3,554.2)		$   (3,739.7)		$   (3,859.6)

								NPV @ 12% (k$)		($13,992.2)

								Capacitors (Banco de Capacitores 20 MVAR)



								Aprox. Cost		($2,500.0)

								Total NPV Alternative A:		($16,492.2)

								Term:		1 year

						B) High Voltage 132 KV Line (Almafuerte - Rio Cuarto)

								Aprox. Distance (Km)		120

								Cost of HV Line (K$/Km)		$   90.0

								HV Line Cost		$   (10,800.0)

								Transformer 500/132 of 150 MVA in Almafuerte Substation

								New Transformer 500/132		$   (2,500.0)

								Total NPV Alternative B:		($13,300.0)

								Term:		2 years

						C) New Substation in Villa Maria("Subestación de Maniobras")

								New Substation in Arroyo Cabral Va. Maria. EPEC was working in this project and they suspended some time ago.

								Works in the Substation								$   (500.0)

								New Transformer 500/132								$   (2,500.0)

								Total in the New Substation								$   (3,000.0)

								Part of the Forced Dispatch of Las Ferias Units						5%		$   (699.6)

								Total NPV Alternative C:		($3,699.6)
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				IV Summary
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						B-		High Voltage Line				($13,300.0)		2
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EPEC PPA pricing formula (Contract Clause 12)

P= P0 * {Ke1 *[(1-Bd)*( Pg/Pg0)+0.81*Bd*(Pd/Pg0)] + Ke2 * (Pm/Pm0) + Ke3 * [(S/S0) * (US$0/US$)] }*[(1+ I)/ (1+I0)]^0.333

Where,

Po

: base price, as defined in clause 12 of the contract

37

$/MWh

Ke1

: proportion of the impact of the gas price on the MW price (fixed)

63.0%

Pg

: price of the gas, defined by Cammesa every six months

Dec. 99 figures esc. by US PPI curve

Pgo

: base reference gas price for August 1994 (fixed)

78.46

Bd: 

Relation between the Energy Generated with Diesel Oil and the Total Energy Generated at the month 

Pd

: price of the Diesel Oil, defined by Cammesa every six months

Ke2

: proportion of the Capital and spare parts on the MW price (fixed)

27.0%

PM

: US PPI

Dec. 99 figures esc. by US PPI curve

PMo

: US PPI  for August 1994 (fixed)

125.2

Ke3

: proportion of the labour cost on thr MW price

10.0%

S

: Indutrial Wages Index, issued by INDEC

Dec. 99 figures esc. by IPC curve

So

: Industrial Wages Index, issued by INDEC, for Ausust 1994 (fixed)

218,962.7

  

 

US$o

: Exchange rate in August 1994

1.0

I

: Compensatory Interest  Rate (clause 14.4) Dec. 99 figures (fixed)

18.3%

Io

: Compensatory Interest  Rate (clause 14.4) for Aug. 1994 (fixed)

21.0%

Assumptions
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		Arcor / Epec Contract Price 

				I		Contract Price Breackdown

						Base Price

								Energy Price:		$   31.70

								Capacity Price:		$   5.30

								Variable Transportation Cost		$   - 0		(Close to cero because there is a net from where they buy and sell)

								Toll		$   - 0		(EPEC is the Disco)

								Total Base Price		$   37.00





				II		Contract Valuation



										2001		2002		2003		2004		2005		Ave



								Forward Price		$   23.3		$   22.6		$   23.4		$   25.2		$   24.3		$   23.8



								Spread ($/MWh)		$   13.7		$   14.4		$   13.6		$   11.8		$   12.7		$   13.2



								Volume (MW)		6.5		6.5		6.5		6.5		6.5



								Volume (GWh-Yr)		56.9		56.9		56.9		56.9		56.9



								Annual Spread (k$)		$   778.4		$   822.6		$   773.5		$   670.4		$   720.6		$   753.1

								NPV @ 12% (k$)		$2,736.3

				III		 Alternatives

						A) TG Rio Cuarto + Capacitors. (Las Ferias SE)

								TG Rio Cuarto

								2 Gas Turbine Gas of 16 MW of Installed Capacity

								Nominal Capacity (MW):				12

								Heat Rate (KCal/KWh):				3,700

								Reference Gas Price:				80.95

								Reference Diesel Oil Price:				172.74

								Variable Cost @ Gas				35.66

								Variable Cost @ Diesel Oil				74.49

								Ave Variable Cost				42.13

										2001		2002		2003		2004		2005		Ave



								Spread ($/MWh)		$   (18.8)		$   (19.6)		$   (18.7)		$   (16.9)		$   (17.8)		$   (18.4)



								Volume (MW)		24.0		24.0		24.0		24.0		24.0



								Volume (GWh-Yr)		210.2		210.2		210.2		210.2		210.2



								Annual Spread (k$)		$   (3,952.9)		$   (4,116.0)		$   (3,935.0)		$   (3,554.2)		$   (3,739.7)		$   (3,859.6)

								NPV @ 12% (k$)		($13,992.2)

								Capacitors (Banco de Capacitores 20 MVAR)



								Aprox. Cost		($2,500.0)

								Total NPV Alternative A:		($16,492.2)

								Term:		1 year

						B) High Voltage 132 KV Line (Almafuerte - Rio Cuarto)

								Aprox. Distance (Km)		120

								Cost of HV Line (K$/Km)		$   90.0

								HV Line Cost		$   (10,800.0)

								Transformer 500/132 of 150 MVA in Almafuerte Substation

								New Transformer 500/132		$   (2,500.0)

								Total NPV Alternative B:		($13,300.0)

								Term:		2 years

						C) New Substation in Villa Maria("Subestación de Maniobras")

								New Substation in Arroyo Cabral Va. Maria. EPEC was working in this project and they suspended some time ago.

								Works in the Substation								$   (500.0)

								New Transformer 500/132								$   (2,500.0)

								Total in the New Substation								$   (3,000.0)

								Part of the Forced Dispatch of Las Ferias Units						5%		$   (699.6)

								Total NPV Alternative C:		($3,699.6)

								Term:		3 years

				IV Summary



						PPA Value (Out of the Money)						$2,736.3

						A		TG Rio Cuarto + Capacitors				($16,492.2)

						B		High Voltage Line				($13,300.0)

						C		New Substation				($3,699.6)

						Difference against the cheapest option						($963.4)
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		Arcor / Epec Contract Price 

				I		Contract Price Breackdown

						Base Price

								Energy Price:		$   31.70

								Capacity Price:		$   5.30

								Variable Transportation Cost		$   - 0		(Close to cero because there is a net from where they buy and sell)

								Toll		$   - 0		(EPEC is the Disco)

								Total Base Price		$   37.00





				II		Contract Valuation



										2001		2002		2003		2004		2005		Ave



								Forward Price		$   23.3		$   22.6		$   23.4		$   25.2		$   24.3		$   23.8



								Spread ($/MWh)		$   13.7		$   14.4		$   13.6		$   11.8		$   12.7		$   13.2



								Volume (MW)		6.5		6.5		6.5		6.5		6.5



								Volume (GWh-Yr)		56.9		56.9		56.9		56.9		56.9



								Annual Spread (k$)		$   778.4		$   822.6		$   773.5		$   670.4		$   720.6		$   753.1

								NPV @ 12% (k$)		$2,736.3

				III		 Alternatives

						A) TG Rio Cuarto + Capacitors. (Las Ferias SE)

								TG Rio Cuarto

								2 Gas Turbine Gas of 16 MW of Installed Capacity

								Nominal Capacity (MW):				12

								Heat Rate (KCal/KWh):				3,700

								Reference Gas Price:				80.95

								Reference Diesel Oil Price:				172.74

								Variable Cost @ Gas				35.66

								Variable Cost @ Diesel Oil				74.49

								Ave Variable Cost				42.13

										2001		2002		2003		2004		2005		Ave



								Spread ($/MWh)		$   (18.8)		$   (19.6)		$   (18.7)		$   (16.9)		$   (17.8)		$   (18.4)



								Volume (MW)		24.0		24.0		24.0		24.0		24.0



								Volume (GWh-Yr)		210.2		210.2		210.2		210.2		210.2



								Annual Spread (k$)		$   (3,952.9)		$   (4,116.0)		$   (3,935.0)		$   (3,554.2)		$   (3,739.7)		$   (3,859.6)

								NPV @ 12% (k$)		($13,992.2)

								Capacitors (Banco de Capacitores 20 MVAR)



								Aprox. Cost		($2,500.0)

								Total NPV Alternative A:		($16,492.2)

								Term:		1 year

						B) High Voltage 132 KV Line (Almafuerte - Rio Cuarto)

								Aprox. Distance (Km)		120

								Cost of HV Line (K$/Km)		$   90.0

								HV Line Cost		$   (10,800.0)

								Transformer 500/132 of 150 MVA in Almafuerte Substation

								New Transformer 500/132		$   (2,500.0)

								Total NPV Alternative B:		($13,300.0)

								Term:		2 years

						C) New Substation in Villa Maria("Subestación de Maniobras")

								New Substation in Arroyo Cabral Va. Maria. EPEC was working in this project and they suspended some time ago.

								Works in the Substation								$   (500.0)

								New Transformer 500/132								$   (2,500.0)

								Total in the New Substation								$   (3,000.0)

								Part of the Forced Dispatch of Las Ferias Units						5%		$   (699.6)

								Total NPV Alternative C:		($3,699.6)

								Term:		3 years

				IV Summary



						PPA Value (Out of the Money)						$2,736.3

						A		TG Rio Cuarto + Capacitors				($16,492.2)

						B		High Voltage Line				($13,300.0)

						C		New Substation				($3,699.6)

						Difference against the cheapest option						($963.4)
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MEMO

		Arcor / Epec Contract Price 

				I		Contract Price Breackdown

						Base Price

								Energy Price:		$   31.70

								Capacity Price:		$   5.30

								Variable Transportation Cost		$   - 0		(Close to cero because there is a net from where they buy and sell)

								Toll		$   - 0		(EPEC is the Disco)

								Total Base Price		$   37.00





				II		Contract Valuation



										2001		2002		2003		2004		2005		Ave



								Forward Price		$   23.3		$   22.6		$   23.4		$   25.2		$   24.3		$   23.8



								Spread ($/MWh)		$   13.7		$   14.4		$   13.6		$   11.8		$   12.7		$   13.2



								Volume (MW)		6.5		6.5		6.5		6.5		6.5



								Volume (GWh-Yr)		56.9		56.9		56.9		56.9		56.9



								Annual Spread (k$)		$   778.4		$   822.6		$   773.5		$   670.4		$   720.6		$   753.1

								NPV @ 12% (k$)		$2,736.3

				III		 Alternatives

						A) TG Rio Cuarto + Capacitors. (Las Ferias SE)

								TG Rio Cuarto

								2 Gas Turbine Gas of 16 MW of Installed Capacity

								Nominal Capacity (MW):				12

								Heat Rate (KCal/KWh):				3,700

								Reference Gas Price:				80.95

								Reference Diesel Oil Price:				172.74

								Variable Cost @ Gas				35.66

								Variable Cost @ Diesel Oil				74.49

								Ave Variable Cost				42.13

										2001		2002		2003		2004		2005		Ave



								Spread ($/MWh)		$   (18.8)		$   (19.6)		$   (18.7)		$   (16.9)		$   (17.8)		$   (18.4)



								Volume (MW)		24.0		24.0		24.0		24.0		24.0



								Volume (GWh-Yr)		210.2		210.2		210.2		210.2		210.2



								Annual Spread (k$)		$   (3,952.9)		$   (4,116.0)		$   (3,935.0)		$   (3,554.2)		$   (3,739.7)		$   (3,859.6)

								NPV @ 12% (k$)		($13,992.2)

								Capacitors (Banco de Capacitores 20 MVAR)



								Aprox. Cost		($2,500.0)

								Total NPV Alternative A:		($16,492.2)

								Term:		1 year

						B) High Voltage 132 KV Line (Almafuerte - Rio Cuarto)

								Aprox. Distance (Km)		120

								Cost of HV Line (K$/Km)		$   90.0

								HV Line Cost		$   (10,800.0)

								Transformer 500/132 of 150 MVA in Almafuerte Substation

								New Transformer 500/132		$   (2,500.0)

								Total NPV Alternative B:		($13,300.0)

								Term:		2 years

						C) New Substation in Villa Maria("Subestación de Maniobras")

								New Substation in Arroyo Cabral Va. Maria. EPEC was working in this project and they suspended some time ago.

								Works in the Substation								$   (500.0)

								New Transformer 500/132								$   (2,500.0)

								Total in the New Substation								$   (3,000.0)

								Part of the Forced Dispatch of Las Ferias Units						5%		$   (699.6)

								Total NPV Alternative C:		($3,699.6)

								Term:		3 years

				IV Summary



						Alternative						Value		Term (Yrs)

						Curent PPA Value						$2,736.3		5

						A-		TG Rio Cuarto + Capacitors				($16,492.2)		1

						B-		High Voltage Line				($13,300.0)		2

						C-		New Substation				($3,699.6)		3

						Difference against the cheapest option						($963.4)
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MEMO

		Arcor / Epec Contract Price 

				I		Contract Price Breackdown

						Base Price

								Energy Price:		$   31.70

								Capacity Price:		$   5.30

								Variable Transportation Cost		$   - 0		(Close to cero because there is a net from where they buy and sell)

								Toll		$   - 0		(EPEC is the Disco)

								Total Base Price		$   37.00





				II		Contract Valuation



										2001		2002		2003		2004		2005		Ave



								Forward Price		$   23.3		$   22.6		$   23.4		$   25.2		$   24.3		$   23.8



								Spread ($/MWh)		$   13.7		$   14.4		$   13.6		$   11.8		$   12.7		$   13.2



								Volume (MW)		6.5		6.5		6.5		6.5		6.5



								Volume (GWh-Yr)		56.9		56.9		56.9		56.9		56.9



								Annual Spread (k$)		$   778.4		$   822.6		$   773.5		$   670.4		$   720.6		$   753.1

								NPV @ 12% (k$)		$2,736.3

				III		 Alternatives

						A) TG Rio Cuarto + Capacitors. (Las Ferias SE)

								TG Rio Cuarto

								2 Gas Turbine Gas of 16 MW of Installed Capacity

								Nominal Capacity (MW):				12

								Heat Rate (KCal/KWh):				3,700

								Reference Gas Price:				80.95

								Reference Diesel Oil Price:				172.74

								Variable Cost @ Gas				35.66

								Variable Cost @ Diesel Oil				74.49

								Ave Variable Cost				42.13

										2001		2002		2003		2004		2005		Ave



								Spread ($/MWh)		$   (18.8)		$   (19.6)		$   (18.7)		$   (16.9)		$   (17.8)		$   (18.4)



								Volume (MW)		24.0		24.0		24.0		24.0		24.0



								Volume (GWh-Yr)		210.2		210.2		210.2		210.2		210.2



								Annual Spread (k$)		$   (3,952.9)		$   (4,116.0)		$   (3,935.0)		$   (3,554.2)		$   (3,739.7)		$   (3,859.6)

								NPV @ 12% (k$)		($13,992.2)

								Capacitors (Banco de Capacitores 20 MVAR)



								Aprox. Cost		($2,500.0)

								Total NPV Alternative A:		($16,492.2)

								Term:		1 year

						B) High Voltage 132 KV Line (Almafuerte - Rio Cuarto)

								Aprox. Distance (Km)		120

								Cost of HV Line (K$/Km)		$   90.0

								HV Line Cost		$   (10,800.0)

								Transformer 500/132 of 150 MVA in Almafuerte Substation

								New Transformer 500/132		$   (2,500.0)

								Total NPV Alternative B:		($13,300.0)

								Term:		2 years

						C) New Substation in Villa Maria("Subestación de Maniobras")

								New Substation in Arroyo Cabral Va. Maria. EPEC was working in this project and they suspended some time ago.

								Works in the Substation								$   (500.0)

								New Transformer 500/132								$   (2,500.0)

								Total in the New Substation								$   (3,000.0)

								Part of the Forced Dispatch of Las Ferias Units						5%		$   (699.6)

								Total NPV Alternative C:		($3,699.6)

								Term:		3 years

				IV Summary



						Alternative						Value		Term (Yrs)

						Curent PPA Value						$2,736.3		5

						A-		TG Rio Cuarto + Capacitors				($16,492.2)		1

						B-		High Voltage Line				($13,300.0)		2

						C-		New Substation				($3,699.6)		3

						Difference against the cheapest option						($963.4)
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