
 

EXHIBIT “1” 
 
 

SUMMARY OF KEY TERMS OF 
PROPOSED AGREEMENTS AMONG  

THE CITY OF PHILADELPHIA, THE PHILADELPHIA GAS WORKS BY  
PHILADELPHIA FACILITIES MANAGEMENT CORPORATION,  

THE PHILADELPHIA MUNICIPAL AUTHORITY, AND 
PASSYUNK ENERGY CENTER LLC (AND OTHER RELATED PARTIES) 

FOR THE DEVELOPMENT, CONSTRUCTION AND FINANCING OF CERTAIN FACILITIES 
AT PGW’S PASSYUNK PLANT AND  

THE PURCHASE AND SALE OF CERTAIN NATURAL GAS PRODUCTS AND SERVICES  
 

  

Parties / 
Participants: 

• The City of Philadelphia (the “City”) 

• The Philadelphia Gas Works by Philadelphia Facilities Management 
Corporation (“PGW”) (all references herein to “PGW” or “Philadelphia 
Gas Works” shall mean “Philadelphia Gas Works by Philadelphia 
Facilities Management Corporation”) 

• Philadelphia Municipal Authority (“PMA”) 

• Liberty Energy Trust GP, LLC (“Proposer”) 

• Passyunk Energy Center LLC, a special purpose entity (“SPE”) formed 
by Proposer (“Developer” or “PEC”) 

• Northstar Industries LLC, or other qualified Engineering, Procurement 
and Construction (“EPC”) contractor selected by the Developer, subject 
to PMA’s approval (“Contractor”) 

• An investment bank to be determined by the Developer depending on 
market conditions and offered terms (“Lender”) 

Background: PGW operates a natural gas receipt, storage, and distribution facility owned by 
the City located at 3100 Passyunk Avenue in Philadelphia, Pennsylvania known 
as the Passyunk Plant (“Passyunk Plant”). 

In April, 2016, PGW issued “Request for Proposals No. 30552” (the “RFP”) 
seeking, among other things, a “public-private partnership” type arrangement 
with an entity to further liquefied natural gas (“LNG”) asset optimization goals 
at the Passyunk and Richmond Plants and to provide Asset Management 
Services to PGW. 

Proposer submitted a proposal to PGW in response to the RFP, setting forth 
potential liquefaction development and utilization plans for the Passyunk and 
Richmond Plant LNG facilities, and suggesting possible commercial 
opportunities for PGW and Proposer with respect to the development, sale and 
purchase of LNG liquefaction and related services, Asset Management and 
other gas services and products. 

The Parties now desire to enter into various agreements in order to achieve and 
memorialize the following aims, upon certain terms and conditions: 



 • The Developer’s financing, design, and construction, of a new natural 
gas pretreatment facility and LNG liquefier as well as new unloading 
facilities and other ancillary facilities, all to become integrated into the 
Passyunk Plant to be operated and maintained by PGW. 

• PEC’s purchase of intra-city on-system (PGW) transportation, 
liquefaction, storage, loading/unloading and vaporization services from 
PGW. 

• PMA/PGW/PEC’s option to call on, via purchase or exchange of like 
volumes of natural gas, certain quantities of LNG from the other party. 

• PEC’s election to deliver like volumes of gas into PGW’s system for 
PGW through vaporization and exchange services. 

This Term Sheet sets forth the principal terms and conditions to be reflected in 
the definitive agreements (the “Agreements”), which will set forth the 
commitments, conditions and obligations of the City, PGW, PMA, 
Developer/PEC or its affiliates, and other parties relating to the project broadly 
described above (the “Project”). 

Agreements: It is expected that the following Agreements will be executed by the City, 
PGW, PMA, Developer, Contractor, PEC and Lender(s) as set forth below.   

Project Agreement Parties 

1.  License Agreement The City/PGW and PMA 

2. Turnkey Development and Lease 
Agreement 

PMA and Developer 

3.  Loan Documentation Developer and Lender(s) 

4.  Facility Sublease and Maintenance 
Agreement 

PMA and The City/PGW  

5.  Construction Agreement Developer and Contractor 

6.  LNG Services Agreement PGW and PEC 

7.  LNG Call Option PMA and PEC 

8. LNG Call Sub-Option PMA and PGW 

9. Intergovernmental Agreement PGW, PMA, and the City 

The Project documents are expected to be executed at closing, which is 
expected to occur not later than the sixth month anniversary of the effective 
date of the Ordinance approving the transactions. 

Other customary collateral documentation for a municipal project of this type 
(e.g., collateral assignment agreements, security agreements, inter-creditor 
agreements) is also expected to be executed upon closing. 

Agreement – 
License  

Agreement 

Parties: The City (for PGW) and PMA 

Term: Same as Turnkey Lease 
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Key Terms: 

• The City/PGW will grant PMA a site license (the “License Agreement”) 
for the purpose of PMA causing and allowing the construction and 
development of the New Facilities (as defined below).   

• And further, the License Agreement will grant PMA a license (for itself 
and its contractors) for ingress, egress and occupancy of certain areas at 
the Passyunk Plant during the Term so that PMA shall cause the New 
Facilities to be designed and built, and to provide construction staging. 

Agreement – 
Turnkey 

Development and 
Lease Agreement 

(“Turnkey Lease”)  

Parties: PMA and Developer 

Term: Construction and Performance Testing Period (currently targeted for 
November 2019 but not to exceed 27 months from execution of the Turnkey 
Lease) plus an Operating Period of 25 years commencing upon acceptance of 
the New Facilities by PMA (the construction, testing and operating periods, 
collectively, the “Term”).  Expected to commence no later than six months after 
the effective date of the Ordinance approving the transactions. 

Project Description: 

• Developer will design-build-finance at its sole cost the following new 
facilities at the Passyunk Plant (the “New Facilities”):  

• a new liquefaction facility capable of producing not less than 
120,000 gallons of LNG per day as further defined in the 
performance test procedures, and operating continuously under all 
historic and anticipated weather conditions, using feed gas of historic 
and anticipated composition, and with normal utility (including 
nitrogen) consumption, all as more fully defined in the performance 
test procedures to be approved by the parties;   

• a new natural gas pretreatment facility;  

• a truck loading/unloading area and weighing station; and 

• an LNG Truck Loading Pump to be installed in the existing tank 
dike area, 

all as set forth in greater detail on Exhibit C. 

The New Facilities must meet the daily production requirement at least 
347 days per year, including during historical and expected summer and 
winter operating conditions, during the Term (the “Acceptance 
Standard”). 

Further, as part of the New Facilities, Developer will design-build-
finance at its sole cost interconnection facilities (identified on Exhibit C 
in the section marked the “Interconnection Facilities”) in order to 
connect the New Facilities to the existing Passyunk Plant facilities. 

• All construction shall be in accordance with a preliminary engineering 
and design study prepared by Developer and the Contractor, and 
approved by PMA (acting through PGW) (the “Project Design Study”) 
pursuant to an Engineering, Procurement and Construction Agreement 
(the “Construction Agreement”) between Developer and Contractor with 
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terms and conditions customary in the industry with respect to the 
construction of similar projects. All final design and construction is 
subject to the approval of PMA (acting through PGW). 

Developer Responsibilities: 

• Developer, at its sole cost, shall provide all financing, engineering, 
procurement, construction permitting, fabrication, transportation, 
construction, installation, commissioning, start-up, testing and related 
services required to complete the New Facilities in a manner consistent 
with the Project Design Study and the Construction Agreement, 
including any additional modifications or requirements necessary to 
achieve the Acceptance Standard. 

• Developer will provide PMA with a plant warranty, including for 
installation, parts and labor, applicable to the New Facilities constructed 
by Developer valid for three years from PMA’s acceptance of the New 
Facilities. 

• After successful performance testing and acceptance of the New 
Facilities by PMA, the Developer will cause the new liquefier to be fully 
charged with all consumables (e.g., nitrogen, lube-oil, glycol) at the 
beginning of the Operations Period at no additional cost to PMA. 

• Developer will be responsible for obtaining all relevant construction 
permits and approvals. 

• Developer, at its sole cost, will provide and pay for capital spare parts 
during the Term which shall be stored on site (e.g., companders) or 
available on a “just-in-time” basis, and replaced immediately upon use. 
A list of potential spare parts is set forth on Exhibit D. 

• Developer, at its sole cost, and subject to specifications provided by 
PMA, will perform or cause to be performed any necessary capital 
replacements (greater than $5,000) requested by PMA during the Term.  
For purposes of this requirement, a capital replacement shall be 
considered “necessary” if, in line with prudent utility practice, it is 
needed in the ensuing two years of the Term for safety, regulatory 
compliance or continued reliable operation of the New Facilities.  
Developer and PMA will consult with one another to develop work 
schedules and ordering times so that capital replacements are undertaken 
timely but in no event will the Developer be obligated to purchase 
capital replacements more than one year in advance, unless required for 
long-lead ordered items.  If Developer does not believe a capital 
replacement as requested by PMA is “necessary”, then PMA may 
elevate such decision to a steering committee composed of executives 
from both Developer and PMA (or its designee) to determine the 
necessity for the requested capital replacement. If found to be necessary 
by the steering committee, then the capital replacement shall be deemed 
approved and shall be performed by Developer.  If not, then PMA may 
elevate such decision to a neutral body selected jointly by the parties to 
determine the necessity for the requested capital replacement.  If found 
to be necessary by the neutral body, then the capital replacement shall be 
deemed approved and shall be performed by Developer. The parties 
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shall endeavor to meet monthly to plan in advance for any necessary 
capital replacements; provided, that in the event that necessary capital 
replacements are immediately needed, Developer’s obligation to 
perform and pay for same shall not be abated due to a failure of advance 
notice.   

• Developer and PMA may elect to undertake capital additions (greater 
than $5,000) upon mutual agreement.  The parties will endeavor to meet 
monthly to discuss and plan for any desired capital additions that are 
mutually agreed.   

• During the Term, Developer shall continue to provide engineering 
support to PMA related to the New Facilities at no cost, if requested by 
PMA or its designee. 

• Developer shall construct the New Facilities in compliance with all 
applicable laws, including the requirements of the Pennsylvania Steel 
Products Procurement Act. 

PMA Responsibilities: 

• PMA (acting through PGW) will perform all tie-in work at Developer’s 
sole cost. Developer will reimburse PMA on a net-30 day basis when 
invoiced by PMA (acting through PGW). 

• PMA shall cause PGW to cooperate with Developer during performance 
testing to provide access to PGW’s existing facilities at the Passyunk 
Plant (subject to PGW standard operating requirements). 

• PMA (acting through PGW) will be responsible for obtaining permits 
and approvals that can be obtained only by the operator of the Passyunk 
Plant and owner of the underlying parcel. 

• PMA (acting through PGW) will be responsible for performing all 
maintenance and repair of the New Facilities during the Term (subject to 
payment for same by PEC as “Incremental Costs” under the LNG 
Services Agreement fee schedule). 

Milestones: 

• Construction Period: construction of the New Facilities will be 
completed by Developer within 24 months of the effective date of the 
Turnkey Lease, with the following additional milestones:  

• Ordering long lead equipment: not to exceed 6 months after 
effective date of the Turnkey Lease; 

• Process and Instrumentation Diagrams and Material Balance Sheet 
Completion: not to exceed 3 months after the effective date of the 
Turnkey Lease; 

• Design Documents/Specification Completion: not to exceed 3 
months after the effective date of the Turnkey Lease.; and 

• Beginning of on-site construction: not to exceed 6 months after the 
effective date of the Turnkey Lease. 

• Performance Testing Period: After the Construction Period ends, the 
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Developer may take up to 3 months to test the New Facilities. 
Performance Testing shall be in accordance with the parameters and 
procedures agreed to by PMA (by PGW), the Developer, and Contractor. 

Costs: 

• All costs to design, construct, commission, and test the New Facilities 
will be borne by Developer, including certain reimbursement costs 
associated with PMA’s tie-ins (by PGW) of the New Facilities to the 
existing facilities and the provision of spare parts as set forth above and 
on Exhibit D. 

• In constructing the New Facilities, Developer may not borrow more than 
$30MM.  Developer must reduce principal indebtedness during the 
Term to $0 in accordance with a level debt service (decreasing principal) 
schedule. Developer may refinance its indebtedness over the Term, 
provided debt service (P&I) and principal declines as required and does 
not increase at any time.   

• Rent payable to Developer after acceptance of the New Facilities under 
the Turnkey Lease will be a nominal amount ($10 per annum).  There 
shall be no other payments made to Developer for its development of or 
PMA or PGW’s use of the New Facilities.  

• For all volumes transported, liquefied, stored, trucked and/or vaporized 
during performance testing, Developer shall pay to PMA fees equivalent 
to those payable to PGW set forth on Exhibit A-2 of the LNG Services 
Agreement.   

• At PMA’s election, at the end of the Term, Developer will (a) grant and 
PMA will take ownership of the New Facilities for $1, or (b) remove the 
New Facilities from the Passyunk Plant at Developer’s sole cost, and 
restore the premises to the condition existing prior to the construction of 
the New Facilities. 

Site Conditions/Environmental: 

• Developer, in consultation with PMA, will manage and pay for disposal 
of any hazardous substances that are related to the Project that must be 
removed during construction. PMA, through PGW, will manage and pay 
for existing ongoing environmental administrative activities, including 
Act 2 closure at or near the construction site(s). 

• Developer will be responsible for all costs associated with any negligent 
or willful acts that aggravate existing conditions.  PMA will cause PGW 
to retain underlying environmental responsibility for preexisting 
conditions but not for the negligent or intentional aggravation thereof. 

Contingencies: 

• Construction permits. 

• Operating permits. 

• Necessary regulatory approvals (e.g., local Fire Department). 

• Existing Passyunk Plant equipment required for the operation of the 
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New Facilities (e.g. LNG tank) will be operational and available by the 
time construction of the New Facilities is completed. 

• Satisfaction of all conditions precedent in the LNG Services Agreement. 

Miscellaneous: 

• Developer will implement an Economic Opportunity Plan (“EOP”) 
which will provide significant opportunities for women, minority and 
disabled person owned businesses. The Developer is committed to 
creating opportunities for local hiring, including women and minorities, 
during the Term. The EOP is attached as Exhibit B.  

• Developer shall at all times comply with applicable prevailing wage 
requirements, and shall also utilize a labor force that will not lead to any 
stoppages, picketing or other labor disturbances by PGW labor. 
Developer’s indemnification shall include any claims or losses arising 
from any labor disturbance, including losses to PGW, if a labor 
disturbance by Developer’s contractors or subcontractors causes a work 
stoppage by PGW’s unionized forces.  During the Term, Developer shall 
maintain types and quantities of insurance as required by PMA, which 
shall include: Workers’ Compensation/Employers Liability, General 
Liability, Commercial Auto Liability, Excess Liability, Contractors 
Pollution Liability, Builder’s All Risk (unless purchased by PEC), 
Professional Liability, Property Insurance w/ Business Interruption and 
Contingent Business Interruption, Directors and Officers, Builder’s All 
Risk. 

• In the event of Developer’s default, PMA or its designee shall be 
afforded and may exercise step-in rights with respect to the Loan 
Documentation and any outstanding debt on the New Facilities. 

• The parties do not intend the Turnkey Lease to be an interest in real 
estate. 

• Developer shall not suffer any mechanics or materialmen’s lien to be 
placed upon the New Facilities or the Passyunk Plant. 

Performance Security: 

• During the Construction and Performance Testing Period, Developer 
will provide performance security (i.e., via approved surety bonds, 
letter(s) of credit and/or affiliate or parent guarantee) covering all of the 
Developer’s performance and payment obligations, as principal, under 
the Turnkey Lease.  If Developer elects to provide payment and 
performance bonds provided by Contractor, naming the Lender(s), 
PMA, PGW and the City as third-party beneficiaries of such bonds, 
then, in addition, the Developer will provide a guarantee to PMA from a 
parent or affiliate with adequate financial capacity to secure any of 
Developer’s obligations under the Turnkey Lease that are not covered 
under the payment and performance bonds. 

• PMA (or its designee) shall have a recordable (e.g., UCC-1) second 
position security interest on the New Facilities (after the Lender).  
Except for the initial loan (and any permissible refinancing), and PMA’s 
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security interest, the New Facilities may not be pledged as collateral by 
Developer for any indebtedness.  Collateral value shall decrease as P&I 
is repaid by PEC. 

• PEC gas stored in the Passyunk tank may be seized by PMA in the event 
of a PEC default.  Gas so seized shall be valued per Dth as (a) the lower 
of PEC’s Passyunk Plant WACOG, or (b) Texas Eastern Market Zone 
M3 Inside FERC Gas Market Report First of Month Index Price.   

 Force Majeure:   

• The occurrence of an event, act, omission, condition, or circumstance 
beyond either parties’ reasonable control and due to no fault of either 
party, or those for whom either party is responsible, that materially 
prevents or delays the parties from performing any of their obligations 
pursuant to the Agreement.  An event is not a Force Majeure Event if 
such event is otherwise specifically dealt with in the Agreement or arises 
by reason of: 

• the negligence or misconduct of the non-performing party; 

• any act or omission by the non-performing party in breach of the 
provisions of the Agreement; 

• lack or insufficiency of funds or failure to make payment of monies 
or provide required security; or 

• market conditions and economic conditions affecting the 
availability, supply, or cost of labor, equipment and materials, 
construction equipment and supplies, or commodities. 

• Either party may terminate the Turnkey Lease if a Force Majeure event 
preventing material performance has continued unabated for 2 years. 

• A labor stoppage by PGW employees shall be deemed a Force Majeure 
event. 

Events of Default:  Events of Default under the Turnkey Lease may include 
the following (subject to appropriate cure periods): 

• Developer’s abandonment/failure to complete the New Facilities; 

• A material representation or warranty that is false or misleading; 

• Failure to comply with a material obligation, covenant, agreement, term 
or condition; 

• Failure to meet milestones as agreed; 

• Failure to make any payments when due; and 

• Failure to maintain required insurance coverages or performance 
security. 

• An uncured breach of the LNG Services Agreement or any other 
Agreement that contains a cross-default with the Turnkey Lease.  

Remedies:   

• Upon Developer’s default, PMA may pursue all normal and customary 
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remedies (terminate the Turnkey Lease, seek actual damages, cure and 
chargeback, etc.) and, subject to Lender’s rights to cure such defaults, 
require Developer to remove some or all of the New Facilities from 
Passyunk Plant at Developer’s sole cost.  PMA (or its assignee) may also 
exercise any step-in rights with respect to the Loan Documents. 

Agreement - 
Facility Sublease 
and Maintenance 

Agreement 
(“Facility 
Sublease”) 

Parties: The City (PGW) and PMA 

Term: Same as the Operating Period under the Turnkey Lease  

Key Terms: 

• Upon completion of performance testing of the New Facilities, PMA 
will sublease the New Facilities to the City (PGW).  The Facility 
Sublease will consist of equipment and other facilities and not real 
estate. 

• All costs and performance obligations undertaken by PMA under the 
Turnkey Lease will be borne by PGW. 

• Rent under the Facility Sublease will be a nominal amount ($10 per 
year). 

• At the end of the Term, the City (PGW) will elect to take ownership of 
the New Facilities for $1 or cause PMA to elect to have the Developer 
remove the New Facilities and restore the premises. 

Agreement –  
“LNG Services 

Agreement” 

Parties: PGW and PEC 

Term: Same as the Operations Period Under Turnkey Lease (25 years) 

Key Terms: 

• PGW shall provide intra-city on-system (PGW) transportation, 
liquefaction, storage, loading, unloading and vaporization 
services as requested by PEC in accordance herewith.  Services 
shall be provided by PGW on a firm basis, except for intra-city 
on-system (PGW) transportation which shall be interruptible. 

• PEC shall have first priority to have PGW process, store and 
cycle up to 2.7 Bcf of LNG per annum through the Passyunk 
Plant during the Term, subject to Force Majeure, storage tank 
capacity and evacuation by PEC (approximately 250,000 Mcf 
per tank turn), operating conditions and Maintenance Impacts 
(defined below). 

• Subject to Force Majeure, operating conditions (including 
PEC’s obligation to provide capital replacements under the 
Turnkey Lease), and Maintenance Impacts, and if requested by 
PEC, PGW shall endeavor, using best efforts as a prudent utility 
operator, to provide services to PEC on 95% of the days that the 
Passyunk Plant is operational annually (the “Availability 
Standard”) throughout the Term.  Notwithstanding, PGW’s 
failure to meet the Availability Standard shall not be considered 
a default under the agreement.  
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• PEC shall deliver natural gas commodity to PGW at its own cost 
and expense.  All natural gas delivered by PEC to the Gas 
Delivery Point shall be owned free and clear by PEC. The gas 
delivery point (“Gas Delivery Point”) shall be Gate Station 
73060. PEC will be responsible for making arrangements and 
paying all costs associated with its fuel supply and 
transportation to the Gas Delivery Point. All delivered volumes 
shall also include additional quantities needed for fuel.  

• PEC shall request that PGW liquefy and store for PEC adequate 
quantities of gas so that PEC can meet its obligations to fulfill 
PMA/PGW’s call rights under the Call Option agreements.  

• PEC shall at all times condition its delivery requests such that 
not less than the “heel” and amounts available for the PMA Call 
Option volume remain in storage at the Passyunk Plant during 
the Term (i.e., PEC shall ensure that not less than 100,000 Dth 
plus the heel be in the storage tank on the first of each month, 
December through March, inclusive). The calculation of the 
“heel” is currently 15,000 Dth, but shall be subject to final 
modifications to the LNG tank liquid withdrawal line. 

• PEC may request that PGW vaporize up to 45,000 Dth/day of 
PEC’s LNG stored at the Passyunk Plant from November 1 
through April 14 into PGW’s distribution system and PGW will 
exchange an equal volume of PGW flowing natural gas to an 
alternate receipt point indicated by PEC within the contract 
paths on PGW’s existing interstate pipeline capacity, subject to 
equipment availability and PGW’s existing and available 
interstate pipeline capacity/access (“Exchange Service”). PEC 
can request up to an additional 45,000 Dth/day of vaporization 
from the Passyunk Plant, subject to PGW’s equipment and 
system availability.  Vaporization/Exchange Services will only 
be available to PEC on days when the PGW distribution system 
has the send-out to accommodate the designated volumes, and 
when PEC’s LNG is available in storage at Passyunk Plant to 
meet PGW’s call. 

• All stored PEC volumes at the Passyunk Plant, less the heel and 
Call Option volume, must be evacuated by PEC (i.e., trucked 
out or vaporized) no less frequently than annually.  All stored 
PEC volumes at the Richmond Plant must be evacuated by PEC 
(i.e., trucked out or vaporized) no less frequently than every two 
years.  All stored volumes that remain contrary to these 
requirements will incur an additional annual charge to PEC of 
$0.20 per Dth for each year, or part thereof, they remain in 
storage.  Payments shall be made at the end of each Year.  

• If permitted by PGW, and subject to PGW’s other contractual 
and customer demands, PEC may transport and store LNG 
produced at the Passyunk Plant at the Richmond Plant storage 
tanks. Volumes injected will be aggregated into monthly totals.  
Storage capacity allowed for use by PEC at the Richmond Plant 
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will be at PGW’s discretion based on availability and not to be 
unreasonably denied. Such stored volumes may be vaporized by 
PGW (up to 200,000 Dth per day, subject to PGW’s other 
contractual and customer demands, and limited further by 
operational constraints, including sendout limitations) into 
PGW’s distribution system at the request of PEC, and 
exchanged pursuant to the Exchange Service. Notwithstanding 
the foregoing, in no event shall PEC’s request for vaporization 
on any day, when aggregated with vaporization volumes 
requested by PEC under the LNG Call Option Agreement, result 
in a total aggregate vaporization volume at Richmond of more 
than 200,000 Dth per day.  Fees charged for services provided at 
the Richmond Plant shall be the same as those charged for 
services at Passyunk Plant.  Variable costs for loading LNG 
trailers at the Passyunk Plant and for unloading LNG trailers at 
the Richmond Plant as detailed in Exhibit A-1 shall apply. 
Vaporization variable costs as detailed in Exhibit A-1 will also 
apply. If requested by PGW, PEC will evacuate some or all 
stored volumes (through truck loading or vaporization, if 
available) within 12 months from the month of injection into the 
Richmond Plant storage tanks. 

• All requested services are subject to the system Maintenance 
Impacts and constraints described below. 

• Unless otherwise agreed to by PGW, PEC may store LNG 
produced outside of PGW’s facilities in PGW storage tanks only 
if PGW cannot meet the Availability Standard after liquefaction 
services were requested by PEC, and PEC wishes to offset lost 
production.  Any LNG stored by PEC in PGW storage tanks 
must meet PGW’s LNG standards, and must be injected, if due 
to PGW’s failure to meet the Availability Standard, into the 
Passyunk Plant in quantities not exceeding PGW’s production 
failure shortfall, and not later than 12 months from the date that 
liquefaction services were requested by PEC.  If PEC elects to 
store such LNG in PGW storage tanks due to PGW’s failure to 
meet the Availability Standard, PGW agrees to waive any 
standalone (injected) storage fees and any truck unloading fees 
(but not truck loading fees) for such LNG.   

Payments:  

PEC’s payments to PGW shall be the following and shall be paid as set forth on 
Exhibit A-2: 

• The following rates per Dth associated with throughput (“Fees 
for Service”): 

o Intra-city on-system (PGW) Transportation (Gas Delivery Point 
to Passyunk Plant) $.20 (due upon liquefaction) 

o Liquefaction/Storage: $0.20 (due upon liquefaction) 

o Extended storage fee (e.g., for volumes stored longer than one year 
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at Passyunk or 2 years at Richmond): $0.20 per annum 

o Standalone (Injected) Storage: $0.20 (due upon injection) 

o Truck Loading: $0.20 

o Truck Unloading: $0.20 

o Vaporization: $0.20 

Fees for Service are subject to an annual escalator equal to the 
positive CPI. Fees for Service will be based on throughput 
volume, with a minimum PEC annual take or pay volume of 
2.25 Bcf, for an initial total minimum fee of $1.35M, subject to 
annual escalation.  If PGW fails to make liquefaction services 
available for purchase by PEC at the Passyunk Plant at least 227 
days per year, then, at PGW’s election (a) the total minimum fee 
of $1.35M will be reduced for that year on a pro rata basis with 
days of availability as the numerator and 227 as the 
denominator, or (b) PGW will provide, subject to operating 
conditions and capacity availability, a, liquefaction/storage 
service entitlement to PEC at the Richmond Plant equivalent to 
10,000 Dth multiplied by each day less than 227 that PGW 
failed to provide liquefaction services at Passyunk Plant when 
requested by PEC. 

• All Incremental Costs of PGW (“Incremental Costs”) as 
described on Exhibit A-1. 

• A sum equal to the following calculation (“Net Earnings”),  

o Gross Sales Revenues, less 

o Delivered Gas Costs; less 

o Incremental Costs; less 

o Debt Service P&I Payments (annual maximum P&I debt service 
of $3M) made by PEC and Financing Fees (not to exceed 1% of 
loan value); less 

o PEC Return of Equity fixed at $1.35M a year, regardless of 
volume; less 

o PEC Costs set at $200,000 per year subject to annual escalation. 

(the Delivered Gas Costs, Incremental Costs, Debt Service P&I 
Payments, PEC Return of Equity, and PEC Costs, collectively, the 
“Share Costs”),  as set forth on Exhibit A-2. 

Multiplied by 50%, and LESS all sums paid to PGW as Fees for 
Service (“Percentage Sales Fee”): 

In no event shall PGW owe PEC any amounts if the foregoing sum is 
negative. 

If, per the foregoing formula, after paying PGW the Fees for Service 
and the Percentage Sales Fee (if any that year) the amount retained by 
PEC in any year shall be less than 50% of Net Earnings (such shortfall, 
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the “PEC Share Carryover”), such PEC Share Carryover shall be treated 
in any successive year (and therefore deducted from that successive 
year's Net Earnings), as a Share Cost retained by PEC until such PEC 
Share Carryover credit is fully applied as a Share Cost; provided that 
the PEC Share Carryover amount treated as a Share Cost in any given 
year shall not result in a loss of any other sums due to PGW (e.g., for 
Fees for Service or Incremental Costs), nor shall PEC Share 
Carryover(s) when aggregated exceed $7.5M over the entire Term.  The 
PEC Share Carryover will carry over into the next successive year(s) 
with sufficient Net Earnings until such PEC Share Carryover amount is 
fully credited (up to $7.5M total). Any amount uncredited at the end of 
the Term shall be forfeit.   

The Percentage Sales Fee shall be paid quarterly in equal monthly 
installments, based on an annual forecast reasonably prepared by PEC 
and accepted by PMA.  The Percentage Sales Fee shall be trued up 
annually.  

Schedule: 

• PEC and PGW shall meet annually and monthly to review 
maintenance schedules and other outages, and finalize monthly 
production and delivery schedules. Production and delivery 
schedules shall be finalized for each month not later than the 
25th of the prior month. 

Conditions of Delivery: 

• System ‘Maintenance Impacts’: All requested services by PEC 
are subject to the following planned PGW requirements and 
constraints, in addition to other unplanned maintenance and 
outage requirements as recommended by the equipment provider 
and/or PGW’s prudent utility practices with respect to all PGW 
equipment (including, the existing facilities, for example, 
storage tanks) used to provide services hereunder:  

 Passyunk Plant’s vaporization facilities may be offline 
for planned maintenance between April 15th and 
November 1st of each calendar year. Richmond Plant’s 
vaporization facilities may be offline between April 15th 
and November 1st.  

 LNG liquefier and pretreatment facilities may be offline 
for a pre-determined period of time for planned 
maintenance between March 1st and June 1st.  

 Truck loading facilities may be offline for up to a 
contiguous 30 days for planned maintenance activities 
between April 1st and May 1st of each calendar year.  

The parties will meet on an annual basis to discuss the 
maintenance period(s) required for the upcoming year for the 
New Facilities and existing facilities.  To the extent practical, 
PGW will endeavor to accommodate PEC’s maintenance 
scheduling requests. Modification of the above requirements, if 
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acceptable to PGW, could incur additional Incremental Costs 
chargeable to PEC. 

• Services to PEC are not exclusive.  PGW reserves the right to 
provide LNG services to other customers, subject to PGW’s 
production and delivery obligations to PEC. 

• Gas delivered to PEC from the Passyunk or Richmond Plants 
may be redelivered by PEC, provided the means and conditions 
of such redelivery do not render the plants subject to FERC 
jurisdiction (unless PGW expressly agrees to such jurisdiction). 

Contingencies: 

• Vaporization/Exchange Service availability is subject to PGW 
interstate pipeline capacity/access and regulation. PGW shall not 
be required to obtain additional interstate pipeline capacity to 
provide Vaporization/Exchange Services for PEC. 

• Tariff approval 

• PUC approvals (if required) 

• FERC approvals (if required) 

• Curtailment by PGW for operational reasons. 

Miscellaneous: 

• Boiloff gas generated through liquefaction and/or storage of any 
PEC LNG volumes shall be deemed to be sold to and become 
the property of PGW, and shall be paid by PGW to PEC 
calculated at the lower of (a) PEC’s Passyunk Plant WACOG, or 
(b) Texas Eastern Market Zone M3 Inside FERC Gas Market 
Report First of Month Index Price.  Such sums shall be credited 
by PGW as an offset to PEC’s payments to PGW.  

• Regeneration gas: PGW shall provide regeneration gas needed 
to liquefy gas (approximately 3,800 Dth per day) at no 
additional cost to PEC. 

• “Year” is PGW’s Fiscal Year.  Annual true ups will be based on 
costs/revenues as of August 31 of each year.  Invoices shall be 
rendered by October 31.  Payments shall be made not later than 
November 30 of each year.  

• All Incremental Cost items performed by a third party shall be 
procured by PGW per PGW’s normal procurement practices. 

• Late Payment Charges shall accrue on all untimely payments by 
PEC: Annual rate: PGW Customer Deposit Rate + 300 bps 
(subject to tariff/regulatory requirements).  Sums unpaid after 
150 days shall be considered a material breach of the 
Agreement.  Late Payment Charges shall not be considered 
project costs for any reason. 

Performance Security: 
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• To secure PEC’s obligations throughout the Term, PEC will 
provide performance security, which may be in the form of a 
guarantee by an affiliate of PEC with adequate financial 
capacity to secure PEC’s obligations, or a letter of credit. PEC 
must ensure that the combined amount of such performance 
security and the value of PEC’s gas stored at the Passyunk and 
Richmond Plants is at all times equal to at least $5M. 

• Title to all PEC LNG stored in the Passyunk Plant will 
automatically transfer to PGW, without the need for further action 
on the part of any Party, in the event of a PEC default under any of 
its agreements with either PMA or PGW.  Any LNG  so 
transferred shall be valued per Dth and deemed to have been sold 
by PEC to PGW at the lower of (a) PEC’s Passyunk Plant 
WACOG, or (b) Texas Eastern Market Zone M3 Inside FERC Gas 
Market Report First of Month Index Price.   

• In the event of PEC’s default, PGW or its designee shall be 
afforded and may exercise step-in rights with respect to the 
Loan Documentation and any outstanding debt on the New 
Facilities. 

Force Majeure:   

• The occurrence of an event, act, omission, condition, or 
circumstance beyond either parties’ reasonable control and due 
to no fault of either party, or those for whom either party is 
responsible, that materially prevents or delays the parties from 
performing any of their obligations pursuant to the Agreement.  
An event is not a Force Majeure Event if such event is otherwise 
specifically dealt with in the Agreement or arises by reason of: 

 the negligence or misconduct of the non-performing 
party; 

 any act or omission by the non-performing party in 
breach of the provisions of the Agreement; 

 lack or insufficiency of funds or failure to make 
payment of monies or provide required security; or 

 market conditions and economic conditions affecting 
the availability, supply, or cost of labor, equipment and 
materials, construction equipment and supplies, or 
commodities. 

• Either party may terminate the Agreement if a Force Majeure 
event preventing material performance has continued for 2 
years. 

• A labor stoppage by PGW employees shall be deemed a Force 
Majeure event. 

Events of Default: 

• PEC’s failure to make any payments due, subject to permitted 
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deferred payment periods (and accrued late payment charges); 

• Default by the Developer under the Turnkey Lease shall be 
deemed a PEC default; and/or 

• Termination of the Turnkey Lease for any reason that results in 
the termination of PGW’s leasehold shall be deemed a PEC 
default. 

Remedies: 

• If Developer fails to make any payments due to PGW under the 
LNG Services Agreement, and such payment is not under 
dispute and is not paid within 150 days (including any cure 
period), PGW, subject to Lender’s rights to cure such defaults, 
may seek all normal and customary remedies (i.e., call on 
performance remedies, seek actual damages, cure and 
chargeback, etc.).  

• In the event of PEC’s default, PGW or its designee shall be 
afforded and may exercise step-in rights with respect to the 
Loan Documentation and any outstanding debt on the New 
Facilities. 

Agreement - 
LNG Call Option 

Agreement 

Parties: PMA and PEC 
Term: Same as LNG Services Agreement 
Key Terms:  

•  PMA (acting through PGW) will have call rights on up to 
45,000 Dth/day, 100,000 Dth/month, of PEC’s LNG at the 
Passyunk Plant each November 1 through April 14, up to a 
maximum annual aggregate volume of 250,000 Dth. (PEC shall 
condition its own delivery requests under the LNG Services 
Agreement such that not less than the “heel” and Call Option 
volumes are available in the tank at Passyunk Plant (i.e., PEC 
shall ensure that not less than 100,000 Dth plus the heel be in 
the storage tank on the first of each month, November through 
April, inclusive).)  PMA’s call can be delivered at PMA’s option 
via truck delivery from the Passyunk Plant, or vaporized into 
PGW’s distribution system at Passyunk.   

•  PEC will have  call rights for up to 200,000 Dth/day, of PGW’s 
LNG at the Richmond Plant each November 1 through April 14, 
up to a maximum annual aggregate volume of 250,000 Dth; in 
such case, PEC’s call can be delivered at PEC’s option via truck 
delivery from the Richmond Plant, or vaporized into PGW’s 
distribution system and exchanged for an equal volume of PGW 
flowing natural gas pursuant to the Exchange Service. 
Vaporization variable costs as detailed in Exhibit A-1 for the 
Richmond Plant will apply to volumes vaporized at the 
Richmond Plant.   

• At the end of April of each year, the parties shall compare call 
volumes utilized, and net out volumes to determine whether 
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there is an imbalance. In the event of a PMA imbalance where 
PMA’s use of its call rights at the Passyunk Plant exceeded 
PEC’s use of its call rights at the Richmond Plant, then PMA 
will cause PGW to allow PEC to take delivery of up to an 
equivalent volume of PGW LNG via trucking from Richmond 
Plant up to and including October 31 of that year.  If any 
remaining imbalance remains on November 1, PMA, at PEC’s 
election, shall (a) cause PGW to provide an equal volume of 
flowing gas to a delivery point specified by PEC pursuant to the 
Exchange Service using PGW’s existing interstate pipeline 
capacity/access (i.e., PGW shall not be required to obtain 
additional interstate pipeline capacity to deliver flowing gas to 
PEC), or (b) pay PEC per Dth PEC’s Passyunk Plant WACOG 
for the month of April plus a $0.20/Dth liquefaction fee for 
either (a) or (b). In the event of a PEC imbalance where PEC’s 
use of its call rights at the Richmond Plant exceeded PMA’s use 
of its call rights at the Passyunk Plant, then PMA or its designee 
may take delivery of up to an equivalent volume of PEC LNG 
via trucking or vaporization from either the Passyunk Plant or 
the Richmond Plant up to and including October 31 of that 
year.  If any remaining imbalance remains on November 1, PEC, 
at PMA’s election, shall (a) provide an equal volume of flowing 
gas to a PGW delivery point agreeable to PGW, or (b) pay PMA 
per Dth PMA’s Richmond Plant WACOG as of April 30, plus a 
$0.20/Dth liquefaction fee for either (a) or (b). 

• All requested services are subject to Force Majeure, System Maintenance 
Impacts, and operating conditions described in the LNG Services 
Agreement. 

• The parties agree that notwithstanding any other provision or entitlement, 
the call rights of PEC and PMA, are, subject to and limited by any use or 
volumetric restrictions in PGW’s existing bond documents. 

Contingencies: 
• Subject to such pipeline terms, existing and available capacity, and 

renewal rights enabling the Exchange Service 

• Subject to such regulatory requirements and access to capacity necessary 
for the Exchange Service 

• PUC approval (if required) 

• FERC approval (if required) 

Events of Default: 
• A material representation or warranty is false or misleading; 

• Failure to comply with any material obligation, covenant, agreement, term 
or condition; and 

• Failure to make any payments when due. 

Agreement - Parties: PMA and PGW 
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LNG Call Sub-
Option Agreement 

Term: Same as LNG Services Agreement 
Key Terms:  

• Shall mirror the terms of the LNG Call Option Agreement with PMA as 
conduit/designee for PGW. 

• All requested services are subject to Force Majeure, operating 
conditions, and system Maintenance Impacts described in the LNG 
Services Agreement. 

Contingencies: 

• Subject to PEC’s performance under the LNG Call Option Agreement. 

Agreement - Loan 
Documentation 

Parties: Developer and Lender(s) 

Term:  Not to exceed the term of the LNG Services Agreement 

Developer will fund construction of the New Facilities with a combination of 
equity and the proceeds of debt.  Any debt will be structured as non-recourse 
and off-balance sheet to the City, PMA and PGW.  

Key Terms: 

• Developer may not borrow more than $30M.  Lender(s) may not be an 
affiliated entity or owner of PEC or Proposer or their affiliates. 

• Maximum annual debt service for P&I payments (the “P&I cap”) made 
by PEC shall not exceed $3M. 

• In the event of Developer’s default under the Loan Documentation, 
PMA or its designee shall be afforded and may exercise step-in rights 
with respect to the Loan Documentation and any outstanding debt on 
the New Facilities. 

• Developer must reduce principal indebtedness during the Term to $0 in 
accordance with a level debt service schedule. Developer may refinance 
its indebtedness over the Term, provided debt service (P&I) does not 
increase at any time.   

Financing Fees (including refinancing fees) shall not exceed 1% of loan 
value), and shall be included within any then-applicable P&I cap.  
“Financing Fees” means: financing and banking charges that are not 
part of principal of or interest on any indebtedness, including but not 
limited to: market fee, ticking fee, funding fee, commitment fee, 
structuring fee, duration fee, administration fee, legal fee and any rating 
agency fee. 

Except for the initial loan (and any permissible refinancing), and 
PMA’s security interest, the New Facilities may not be pledged as 
collateral by Developer for any indebtedness.  Collateral value shall 
decrease as P&I is repaid by Developer. 

 

Agreement – 
Intergovernmental 

Parties: The City, PGW and PMA 
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Agreement Term: Same as the Turnkey Lease Agreement 

Key Terms: 

• Agreement shall specify that all activities to be performed by PMA 
under the various agreements shall be performed by the City or PGW. 

• All fees and reimbursements paid by Developer to PMA under the 
Turnkey Lease will be paid by PMA to PGW. 

• The City/PGW shall defend, indemnify and hold harmless PMA for its 
activities under the various agreements. 

• Agreement shall set forth the fees and costs to be paid to PMA for its 
role as conduit under the agreements. 

General Provisions 

Step-In Rights Developer and Lenders shall afford to PMA (and its assignees) step-in rights in 
the event that Developer and Lenders are unable or unwilling to fulfill its 
obligations as under the Loan Documentation. 

New Facilities 
Expansion 

In the event that the parties desire to undertake additional projects improving or 
enhancing the New Facilities installed at Passyunk Plant or the Richmond Plant, 
or the revenues generated thereby, they may separately agree to do so by 
written amendment to one or more of these agreements, provided that any costs 
are more than fully offset by the anticipated increase in revenues due to PGW. 

Indemnification; 
Damages 

Developer/PEC will indemnify and hold harmless PGW, PMA, PFMC, the City 
and their respective affiliates, officers and employees for certain liabilities and 
damages (including environmental claims) caused by Developer/PEC’s 
negligence or willful misconduct.  PMA, PGW, PFMC and the City will not 
indemnify. In no event will PMA, PGW, PFMC and City be liable for or pay 
special, punitive, indirect or consequential damages, or lost profits.  

Approvals Additional approvals for the transactions contemplated by the Agreements may 
be required. Primary responsibility and deadlines for seeking such approvals 
shall be as set forth in the Agreements, however, the parties acknowledge that 
such approvals are not guaranteed, and each party is undertaking any and all 
risk, including risk of significant financial loss, that approvals necessary to the 
contemplated transactions may not be obtained. 

Terms of Definitive 
Agreements 

The City Solicitor is authorized to review and to approve the documents 
necessary to effectuate the Project, which documents shall contain such terms 
and conditions as the City Solicitor shall deem necessary and proper to protect 
the interests of PGW and the City of Philadelphia. 

Economic 
Opportunity Plan 

The Project is subject to an Economic Opportunity Plan (“EOP”) which will 
provide significant opportunities for women, minority and disabled person 
owned businesses. The Developer is committed to creating opportunities for 
local hiring, including women and minorities The EOP is attached as Exhibit B. 

Expenses and In no event shall a party be liable for another party’s development or other 

 19 



Fees: costs, unless agreed to in the Agreements, if and when executed. 

In the event that a change in law (unless for income tax) during the Term shall 
result in increased performance costs to a party exceeding $5M, the parties 
agree to meet and discuss options to potentially share in such increased costs.  
Beyond an obligation to meet and discuss, no further duty to negotiate shall 
exist if a party does not wish to modify existing cost apportionments or 
categories. 

 

Costs; Audits; 
Margins 

The parties shall retain and make available for audit all documents reasonably 
necessary to substantiate claims, costs, sales, and other transactions resulting in 
charges, fees or reimbursements of the project. Profits or margins accruing to a 
Developer/PEC affiliated entity shall not be deemed allowable costs of the 
project for any reason. 

Project Volumes Contract volumes may be modified by the parties at any time by mutual 
agreement.  No duty to negotiate shall exist if a party does not wish to modify 
volumes. 

Assignment No party may, except as expressly set forth in the Agreements, assign their 
rights under the Agreements. 

Governing Law; 
Venue 

All Agreements entered into by the various parties will be governed by the laws 
of the Commonwealth of Pennsylvania, without giving effect to any choice-of-
law rules that may require the application of the laws of another jurisdiction. 
All disputes arising out of any of the agreements will be subject to the exclusive 
jurisdiction of the state and federal courts located in Philadelphia, Pennsylvania 
and each party consents the personal jurisdiction of these courts. 

Compliance with 
Laws 

Each Party shall comply in all respects with all applicable legal requirements 
governing the duties, obligations, and business practices of that party and shall 
obtain any permits or licenses necessary for its operations. Neither party shall 
take any action in violation of any applicable legal requirement that could result 
in liability being imposed on the other party. 

Non-Recourse to 
PFMC and the 

City 

It is understood and agreed that in entering into any agreement, the Philadelphia 
Facilities Management Corporation (“PFMC”) does so solely in its capacity as 
operator and manager of the municipally-owned Philadelphia Gas Works under 
the Agreement dated December 29, 1972 between PFMC and the City, as 
amended from time to time, and not otherwise; and further, that any payments 
required to be made by PFMC and/or the City, as a result of or arising out of 
entering into any Agreement shall be made solely from the revenues of PGW, 
and not any other asset of the City or PFMC. Further, certain obligations shall 
be recourse only to sums equivalent to payments made by Developer/PEC 
under the transactions. 

Relationship Proposer, Developer/PEC and/or Contractor are not and will not claim to be a 
partner or joint venturer of PGW, PMA, PFMC and/or the City. 
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Exhibit A-1 – Incremental Costs 

Fixed Incremental Costs and Variable Incremental Costs shall be as set forth below:  

• Fixed Incremental Costs: 

o Category I:  Annual “Known” Fixed Cost Items 

o Category II:  Occasional Actual Fixed Cost Items 

• Variable Incremental Costs: 

o Category I:  All Variable Items, Except Vaporization Costs 

o Category II:  Vaporization Variable Costs 

Fixed Incremental Costs – Category I: 

Routine maintenance activities that PGW would perform for new liquefaction and truck loading at 
Passyunk Plant.  The list below is indicative but not exhaustive. 

I. Annual “Known” Fixed Cost Items Frequency 
Recycle Compressor Calibrations and Checks Annually 
Control Valve Diagnostic Annually 
Fan and Motor Vibration Annually 
Instrument Air Dryers/Compressors Quarterly 
Filter Separator and Filter Cartridges Annually 
Relief Valve Certifications Annually 
Gas Chromatograph Calibrations Quarterly  
Hazard Detection System Testing Bi-annually 
Weigh Station Bi-annually 
Glycol/Water Testing Annually 
Computer Leases and Software Upgrades As-Needed 
Replace Facility Lighting As-Needed 
Instrument Loop and Calibrations Annually 
Plant ESD Testing Annually 
Grounding and Rod Surveys Annually 
Grease Fans and Motors Annually 
PM Check Motors Annually 
UPS Inspections Monthly  
Electric Transfer Switch As-Recommended 
Inspect Heat Trace Annually 
Pressure Test LNG Hoses Annually 
Flow Meter SCADA Calibrations Quarterly 
MCC Inspection Cleaning Annually 
Transformer Inspections Annually 
Start-up, Monitor, Shut down Annually 
ESTIMATED ANNUAL COST DURING 
FIRST YEAR OF OPERATION 

$200,000 

 
Fixed Incremental Costs – Category II: 
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Occasional activities that will be performed as-required for new liquefaction and truck loading at 
Passyunk Plant.  The list below is indicative but not exhaustive. 

II. Occasional Actual Fixed Cost Items Description 
Recycle Compressor Overhaul 5-year at $25,000 
Pretreatment Molecular Sieve 5-year at $2,550,000 
Compander Overhaul As-Recommended 
Control Valve Overhaul As-Recommended 
Pretreatment Valves Annually 
Insulation and Painting As-Needed 
Snow, weeds As-Needed 
Elevation surveys 2-Years 
Foundation Up-keep As-Needed 
Pavement Repair As-Needed 
Heater tuning As-Needed 
Spring Hanger and Pipe Shoe Inspections and Repair Every 3 years 
Unplanned Repairs As-Needed 
FTE’s for Truck Loading and Unloading 
Operations 

As-Needed, actual cost 

 Actual PGW Insurance, Regulatory and  Regulatory 
Legal Costs 

  As-Needed, actual cost 

ESTIMATED TOTAL ANNUAL COST $880,000 
 

Variable Incremental Costs – Category I: 

Variable expenses that are incurred with an anticipated 2.7 BCF annual production.  These costs 
exclude vaporization activities.  The list below is indicative but not exhaustive. 

 

I. Variable Costs Excluding Vaporization Amount 
Electric Power During Liquefaction 6.3 MWH @ 120,000 USGPD 
Regen Heater During Liquefaction 2 Dekatherms Per Hour 
Liquefied Nitrogen During Liquefaction 2,000 USGPD @ 10,000 Dekatherms 

per day Rate 
Liquid Nitrogen During Standby 100 USGPD 
Electric Power for LNG Truck Fill 30 KWH for 0.5 hours per Truck 
Electric Power 24 Hours per day 30 KWH 
ESTIMATED ANNUAL COST WITH 2.7 BCF 
PRODUCTION 

$2,500,000 
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Variable Incremental Costs – Category II: 

Variable expenses that are incurred during vaporization activities.  The list below is indicative but not 
exhaustive. 

II. Vaporization Variable Costs Amount 
Natural Gas Used as fuel during Vaporization from 
Passyunk 

10.5% of Dekatherm Send-Out, charged 
to PEC at the lower of PEC’s WACOG or 
M3 pricing. 

Natural Gas Used as fuel during Vaporization from 
Richmond 

1.60% of Dekatherm Send-Out, charged 
to PEC at the lower of PEC’s WACOG or 
M3 pricing. 

Odorant During Vaporization 0.5 Pounds per million cubic feet 
Electric Power During Vaporization 75 KWH During Vaporization 
ESTIMATED ANNUAL COST $1,000,000 
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Exhibit A-2 – Fees and Payment Terms 

1. Fees for Service: Paid Monthly in arrears (per Dth associated with actual throughput): 

o Intra-city on-system (PGW) Transportation (Gas Delivery Point to Passyunk Plant) 
$0.20 (due upon liquefaction) 

o Liquefaction/Storage: $0.20 (due upon liquefaction) 

o Extended storage fee (e.g., for volumes stored longer than one year at Passyunk or 2 
years at Richmond): $0.20 per annum 

o Standalone (Injected) Storage: $0.20 (due upon injection) 

o Truck Loading: $0.20 

o Truck Unloading: $0.20 

o Vaporization: $0.20 

Fees for Service are subject to an annual escalator equal to the positive CPI. Fees for Service 
will be based on throughput volume, with a minimum PEC annual take or pay volume of 2.25 
Bcf, for an initial total minimum fee of $1.35M, subject to annual escalation.  If PGW fails to 
make liquefaction services available for purchase by PEC at the Passyunk Plant at least 227 
days per year, then, at PGW’s election (a) the total minimum fee of $1.35M will be reduced for 
that year on a pro rata basis with days of availability as the numerator and 227 as the 
denominator, or (b) PGW will provide, subject to operating conditions and capacity 
availability, a, liquefaction/storage service entitlement to PEC at the Richmond Plant 
equivalent to 10,000 Dth multiplied by each day less than 227 that PGW failed to provide 
liquefaction services at Passyunk Plant when requested by PEC. 

2. Incremental Costs: Fixed and Variable Costs: 

A Fixed Incremental Costs – Est: $1,080,000 annually – Paid Monthly, estimated ratably 
with Reserve Fund: 

o Category I: Annual “Known” Fixed Cost Items (Est: $200,000): Flat fee paid in equal 
monthly installments. 

 Known Fixed Cost items will not be trued up, but will be subject to an annual 
escalator equal to the positive CPI. 

o Category II: Occasional Actual Fixed Cost Items  (Est: $880K includes incremental 
labor) 

 Actual cost items will be paid in equal monthly installments based on estimate. 

 Overages will fund reserve fund (up to $5 million).   

 Estimated costs will be reset every year, but not lower than prior year if reserve 
fund is less than $5M. 

o Fixed Incremental Cost Reserve Fund:  Overages will fund Reserve Fund (up to $5 
million). 

B. Variable Incremental Costs  

o Category I: All variable incremental costs, except vaporization costs – Est. $2.5M 
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 Charges paid equally monthly (based on level 2.7 Bcf production expectation). If 
sales to other customers occur, amounts will be prorated at end of year based on 
actual annual liquefaction volumes attributable to each customer. 

 True Up (under/over) at end of year. 

o Category II:  Vaporization variable incremental costs – Est. $1M 

 Actual charges paid monthly. 

3. Percentage Sales Fee:  In addition to Fees for Service and Incremental Costs, a sum equal to the 
following calculation (“Net Earnings”),  

o Gross Sales Revenues, less 

o Delivered Gas Costs; less 

o Incremental Costs; less 

o Debt Service P&I Payments (annual maximum P&I debt service of $3M) made by 
PEC and Financing Fees (not to exceed 1% of loan value); less 

o PEC Return of Equity fixed at $1.35M a year, regardless of volume; less 

o PEC Costs set at $200,000 per year subject to annual escalation. 

(the Delivered Gas Costs, Incremental Costs, Debt Service P&I Payments, PEC Return of 
Equity, and PEC Costs, collectively, the “Share Costs”),   

Multiplied by 50%, and LESS all sums paid to PGW as Fees for Service (“Percentage Sales 
Fee”). 

In no event shall PGW owe PEC any amounts if the foregoing sum is negative, or for any other 
reason. 

“Gross Sales Revenues” include, but are not limited to: Revenues derived from PEC sales 
transactions, including demand charges, commodity charge differentials, reservation charges, call 
option charges or any arrangement that provides revenue to PEC (including volumes delivered by 
Exchange Service).  Notwithstanding the foregoing, Gross Sales Revenues shall not include any 
sales or excise taxes assessed by a government entity that are charged or otherwise passed 
through to any PEC customer(s) for remission by PEC to the government entity, unless 
considered a Delivered Gas Cost (defined below). 
 
“Delivered Gas Costs” are: Commodity price plus or minus a basis differential at the receipt point 
plus net interstate pipeline transportation costs delivered from the receipt point to PGW Gate 
Station 73060, including any sales or excise tax directly assessed by a government entity on any 
commodity PEC purchases and transports to PGW City Gate 73060 for use under this Agreement, 
unless excluded from Gross Sales Revenues.    
 
If, per the foregoing formula, after paying PGW the Fees for Service and the Percentage Sales 
Fee (if any that year) the amount left to be retained by PEC in any year shall be less than 50% of 
Net Earnings (such shortfall, the “PEC Share Carryover”), such PEC Share Carryover shall be 
treated in any successive year (and therefore deducted from that successive year's Net Earnings), 
as a Share Cost retained by PEC until such PEC Share Carryover credit is fully applied as a Share 
Cost; provided that the PEC Share Carryover amount treated as a Share Cost in any given year 
shall not result in a loss of any other sums due to PGW (e.g., for Fees for Service or Incremental 
Costs), nor shall PEC Share Carryover(s) when aggregated exceed $7.5M over the entire Term 
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(“PEC Share Carryover Aggregate Cap”).  The PEC Share Carryover will carry over into the next 
successive year(s) with sufficient Net Earnings until all PEC Share Carryover amounts (“PEC 
Share Carryover Balance”) is fully credited (up to $7.5M total). Any amount uncredited at the 
end of the Term shall be forfeit.   

 
To avoid confusion, and for illustrative purposes only, in Year One of the table below, where 
Gross Sales Revenues are $80, Delivered Gas Costs are $30, PGW Incremental Costs are $20, 
PGW Fees for Service are $7, PEC Debt Service P&I Payments are $10, PEC Costs are $1, PEC 
Return of Equity is $7; Net Earnings = $12, PEC would pay PGW $7 Fees for Service and $0 in 
additional Percentage Sales Fees, and PEC would retain $5 in Actual Profit Share and accrue $1 
in a One Year Share Carryover based on the difference from 50% of $12 Net Earnings. $2 would 
remain available under the PEC Share Carryover Aggregate Cap for future years’ Share 
Carryovers. 

In Year Two of the table below, where Gross Sales Revenues are $77, Delivered Gas Costs are 
$30, PGW Incremental Costs are $20, PGW Fees for Service are $7, PEC Debt Service P&I 
Payments are $10, PEC Costs are $1, PEC Return of Equity is $7, PEC Share Carryover credit is 
$1; Net Earnings = $8, PEC would pay PGW $7 Fees for Service and $0 in additional Percentage 
Sales Fees, and PEC would credit $1 towards the PEC Share Carryover Cap Balance, retain $1 in 
Actual Profit Share and accrue $2 in a One Year Share Carryover based on the difference from 
50% of $8 Net Earnings and due to the $2 Remaining Carryover Available under Cap after Year 
1. There would be $0 Remaining Carryover Available under Cap such that no further PEC Share 
Carryover would be available in future years. 

In Year Three of the table below, where Gross Sales Revenues are $91, Delivered Gas Costs are 
$30, PGW Incremental Costs are $20, PGW Fees for Service are $7, PEC Debt Service P&I 
Payments are $10, PEC Costs are $1, PEC Return of Equity is $7, PEC Share Carryover credit is 
$2; then Net Earnings = $21, PEC would pay PGW 50% of $21 ($91-$30-$20-$10-$7-$1-$2), 
LESS $7 = Percentage Sales Fee of $3.50.  PEC would retain $10.50 in Actual Profit Share and 
$2 in PEC Share Carryover credit. The total PEC Share Carryover Balance would decrease to $0 
and no further PEC Share Carryover would be available in future years. 

 

Assumptions         
Delivered Gas Costs $30        
PGW Incremental Costs $20        
PGW Fees for Service $7        
PEC Debt Service $10        
PEC Costs $1        
PEC Return of Equity $7        
PEC Share Carryover Aggregate Cap $3        
          

     YEAR 1  
YEAR 
2 

YEAR 
3 

Net Earnings Calc         
Gross Sales Revenues   $80.0  $77.0  $91.0  
Delivered Gas Costs   ($30.0) ($30.0) ($30.0) 
PGW Incremental Costs   ($20.0) ($20.0) ($20.0) 
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PEC Debt Service   ($10.0) ($10.0) ($10.0) 
PEC Costs   ($1.0) ($1.0) ($1.0) 
PEC Return of Equity   ($7.0) ($7.0) ($7.0) 
PEC Share Carryover credit   $0.0  ($1.0) ($2.0) 

Net Earnings   $12.0  $8.0  $21.0  
50% Net Earnings   $6.0  $4.0  $10.5  
          
PGW Payments         
PGW Fees for Service   $7.0  $7.0  $7.0  
PGW Profit Share   $0.0  $0.0  $3.5  

PGW Payments   $7.0  $7.0  $10.5  
          
PEC Payments         
PEC Return of Equity   $7.0  $7.0  $7.0  
PEC Actual Profit Share   $5.0  $1.0  $10.5  
PEC Share Carryover credit   $0.0  $1.0  $2.0  

PEC Payments   $12.0  $9.0  $19.5  
          
One Year PEC Share Carryover   ($1.0) ($2.0) $0.0  
One Year PEC Share Carryover Credit   $0.0  $1.0  $2.0  
Total PEC Share Carryover Balance   ($1.0) ($2.0) $0.0  
Remaining Carryover Available under Cap 

  $2.0  $0.0  $0.0  
          
Share carryover accrued         
Share carryover credit paid         

 

 

The Percentage Sales Fee shall be paid quarterly in equal monthly installments, based on an 
annual forecast prepared by PEC and accepted by PMA.  The Percentage Sales Fee shall be 
trued up annually.  

 

Miscellaneous/Assumptions: 

• “Year” is PGW’s Fiscal Year.  Annual true ups will be based on costs/profits as of August 31 of 
each year.  Invoices rendered by October 31.  Payments made not later than November 30. 

• All Incremental Cost items performed by a third party shall be procured by PGW per PGW’s 
normal procurement practices. 

• Late Payment Charges: PGW Customer Deposit Rate + 300 bps (subject to tariff). 

• Grants: From time to time the parties may apply for grant awards concerning the operation of the 
New Facilities and related LNG facilities at Passyunk Plant.  The parties intend to share 
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equitably in the proceeds of any grants received.  Any cash reimbursement grants received will 
be shared 50/50 between PEC and PGW to the extent allowable under law or the grant 
agreement.  If sharing is impermissible under a grant agreement or requires development of 
additional facilities, the parties will jointly work to ensure that the grant proceeds will mutually 
benefit the parties.  
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Exhibit B – Economic Opportunity Plan (EOP) 
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Exhibit C – New Facilities*** 

Major Facilities –Designed, built, and paid for by Developer: 

LNG Liquefier, including all equipment skids, analyzer shelters, motor control centers, etc. 
necessary to support liquefaction processes. 

Pretreatment Facilities: capable of providing enough treated gas to supply the new LNG liquefier 
to nominally produce 120,000 gallons per day. 

LNG Truck Loading bay and weigh station: capable of nominally filling a trailer at a rate of 300 
gallons per minute at a nominal pressure of 90 psig. 

LNG Truck Loading Pump (dike area). 

Optional Upgraded Facilities - (Designed, built, and paid for by Developer): 

Additional capital additions to the New Facilities installed at Passyunk Plant (upon agreement 
of PMA and Developer). 

Interconnection Facilities (Designed, built and paid by Developer): 

Natural Gas Piping: Piping required for raw feed (plant boundary to liquefier) and regeneration 
gas. 

LNG Piping: Stainless steel piping required to handle LNG from liquefier to storage tank, 
liquefier to truck loading, and tank to loading area, boil-off gas, truck loading to existing boil-off 
gas piping. 

Electrical Services: All connections required to deliver power to the motor control center (MCC) 
of the new liquefier. 

Communications: All connections that require a fiber optic connection (e.g. phone lines, 
Distributed Control Systems communication, Fire system communications). 

Treated water: All connections that would be required to deliver treated (non-chlorinated) water 
to the new liquefier. 

Fire Protection water: All connections that would be required to deluge any equipment at either 
the new liquefier or truck loading facilities. 

Odorization systems: All connections that would be required to deliver odorant or measure gas 
flow to deliver the correct amount of odorant into the regeneration gas piping. 

Emergency Shutdown System interconnects: All connections required to connect the emergency 
shutdown systems of the new liquefier and the truck loading facilities into PGW’s existing 
emergency shutdown system. 

Supports: This entails any supports for either piping, conduit, cable trays, etc. that must be 
constructed in order to make tie-ins into PGW’s existing systems. 
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SCADA Interconnects: Any signals that will be required by PGW to monitor the flows and 
pressures leaving the new liquefier. 

Ground Grid Interconnects: any connection required to connect the ground grid of the new 
liquefier and truck loading facility to PGW’s existing ground grid. 

Instrument air system Interconnects: any connections required to connect PGW’s instrument air 
system to equipment at the new liquefier and/or truck loading facility. 

 
*** All final tie-ins (e.g., raw feed gas piping from the New Facility that must be connected to the raw 
feed interconnect piping, power lines that must be connected from the New Facility to the interconnect 
cabling) must be performed by PMA (through PGW labor) at Developer’s sole cost.
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Exhibit D – Spare Parts to be Provided by Developer 

Spare parts are defined as any long lead items or frequently replaced equipment (e.g. oil filters, etc.). 
Spare parts must be reordered or immediately sent for overhaul upon use. The items listed below are 
indicative but not exhaustive: 

 
Spare CAPEX Items provided by PEC Description Estimated Initial Cost 
2-TBX Cartridge Spares* (i.e., companders) As-Needed $230,000 
Spare glycol pump & motor* As-Needed $20,000 
Spare fin-fan motor/bearings* As-Needed $10,000 
Pair of 3” LNG transfer hoses As-Needed $3,000 
20-Relief Valves* For Annual Switch 

Certification 
$25,000 

PIT, TT, TIT, Temperature Elements As-Needed $20,000 
Facility Lighting As-Needed $1,000 
Filter Separator and Filter Cartridges As-Needed $15,000 
Gas, Flame, Heat, Smoke Detectors As-Needed $10,000 
Facility Lighting As-Needed $2,000 
Flex Gaskets, Nuts, Bolts As-Needed $3,000 
Glycol/Distilled Water (4 55 gallon drums of 
50/50 glycol and distilled water) 

As-Needed $5,000 

Miscellaneous As-Needed $27,000 
 

* denotes items that may be overhauled and then placed back into inventory. 
 
 
(Note: Quantities may vary) 
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