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Disclaimer

This document was prepared for Excelsior Energy, Inc. ("Excelsior") by Fluor
Enterprises, Inc. ("Fluor") and is based in part on information not within the control of
either Excelsior or Fluor. Neither Excelsior nor its consultants (including Fluor and
ConocoPhillips) have made an analysis, verified, or rendered an independent judgment
of the validity of the information provided by others. While it is believed that the
information contained herein will be reliable under the conditions and subject to the
limitations set forth herein, neither Excelsior nor the consultants (including Fluor and
ConocoPhillips) guarantee the accuracy thereof. Use of this report or any information
contained therein shall constitute a release and agreement to defend and indemnify
Excelsior, Fluor, ConocoPhillips, and such consultants from and against any liability
(including but not limited to liability for special, indirect or consequential damages) in
connection with such use. Such release from and indemnification against liability shall
be effective to, and only to, the maximum extent, scope or amount allowable by law and
shall apply regardless of whether or not such liability arises in contract, tort (including
negligence of such party, whether active, passive, joint or concurrent), strict liability or
other theory of legal liability.
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Al.Introduction to Addendum

Fluor has prepared an independent report on coal power generation technologies
(the Report) that compares the plant cost and performance of the 600 MW Mesaba
Energy Project Unit | with a hypothetical 600 MW grassroots Supercritical Pulverized
Coal (SCPC) plant located near Monticello, Minnesota. The report provides an
overview of plant cost and performance data for the two technologies.

This addendum presents the results of an economic analysis of the SCPC plant
based on investor-owned utility (IOU) ownership.

A2.Economic Analysis Assumptions

The following estimates and allowances were used as a basis for the economic

analysis.

Table Al: Economic Analysis Assumptions
EPC Duration 4 years
First Year of Commercial Operation 2011
Plant Operating Life 25 years
Escalation from Q3 2005 2.5%
Average Annual Availability 88%

Delivered Fuel Cost (as received basis)* [TRADE SECRET DATA BEGINS

Raw Water Cost*

Carbon Dioxide Credit*

Infrastructure and Facilities Costs

Owner’s Construction Costs

Owner’s Contingency TRADE SECRET DATA ENDS]
Financing
Debt to Total Capital 43%

Preferred Equity to Total Capital 8%
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Interest Rate 7.625%
Debt Term 25 years
Debt Placement Fees 1%
Cost of Preferred Equity 5.5%
Cost of Common Equity 11.5%
Income Tax Rate 41.5%

Tax Depreciation
Plant Costs 20-year MACRS

Financing Costs SL for Term

Emission Allowance Costs
SO, [TRADE SECRET DATA BEGINS
NOx**

Mercury**

Property Tax Rate

Annual Insurance Cost (millions)*

Working Capital TRADE SECRET DATA ENDS]

* 3" quarter 2005 basis (escalated forward in model)
** first 5 years of operation only
A3.Economic Analysis Methodology

The total capital investment is built-up from the EPC cost estimate presented in the
Report by adding allowances for event-driven cost contingency and contractor’s risk
fee, infrastructure and offsites costs, and owner’s costs and contingencies. A typical
construction drawdown schedule is used to compute escalation (from 3™ quarter
2005), interest during construction, and allowances for equity funds during
construction.
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Average annual fuel costs are calculated based on the heat rate presented in the
Report and the availabilities and fuel cost given in Table A1. No credit is applied for
fly ash and gypsum as it assumed that these byproducts will be landfilled. An
allowance for the cost of emission credits is also added to the fuel cost.

Allowances for property tax and insurance are added to the estimated direct O&M
costs summarized in the Report.

Capital charges are computed for each year of operation so as to generate the
required yields on debt, preferred equity, and common equity on an after tax basis.

The total annual revenue requirements for each year are computed as the sum of
average annual fuel cost, plus total O&M cost, plus capital charges.

PVRR is calculated by discounting the total revenue required for each year back to
January 1, 2005 using the utility’s after-tax weighted cost of capital. The PVRR is
the sum of the discounted revenues for the 25-year operating life. The reference
date for the PVRR calculation was selected by Excelsior.

The COE for each year is the ratio of revenue required to average annual net power
output. The individual COE computed for each year of operation can be
compounded into a single representative value by levelizing over the operating life of
the project, which yields a levelized cost in nominal dollars. A nominal levelized cost
of electricity includes the effects of future inflation assumptions input to the model.
An alternative approach is to compute the COE on a constant or real dollar basis.
The “real COE” is computed by de-escalating each value to current dollars (3"
guarter 2005 in this study) and then taking a weighted average. The results
presented in this report are based on the current or real dollar approach. This
method is an indication of the COE at today’s cost of doing business.

A4.Economic Analysis Results

The following figures present the results of the analysis. Modeling for the IGCC case
is outside of the scope of this report.
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Figure Al: Estimated Capital Cost for 600 MW SCPC Plant

[TRADE SECRET DATA BEGINS

TRADE SECRET DATA ENDS]

* “Other Construction Costs” include event-driven cost contingency and contractor’s
risk fee, infrastructure and offsites costs, and owner’s costs and contingencies
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Figure A2: Estimated Annual Average COE for 600 MW SCPC Plant

[TRADE SECRET DATA BEGINS

TRADE SECRET DATA ENDS]
Figure A3: Estimated PVRR for 600 MW SCPC Plant

[TRADE SECRET DATA BEGINS

TRADE SECRET DATA ENDS]
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Figure A4: Estimated COE for 600 MW SCPC Plant

[TRADE SECRET DATA BEGINS

TRADE SECRET DATA ENDS]




