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February 17, 1995

Ms. Blanca S. Bayd, Director
Division of Records and Reporting
Florida Public Service Commission
101 East Gaines Street
Tallahassee, Florida 32399-0870

Re: Docket No. 941101-EQ

Dear Ms. Bayé:

Enclosed for filing in the subject docket are fifteen copies each of the Direct
Testimony and Exhibits of the following Florida Power Corporation witnesses:
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S 1. RobertD.Dolan — /97395
¥ eqp2.  Charles J. Harper o194~ 55
#3ces3.  Henry L. Southwick, Il - p/5,4~- 5¢
76 coparth. Steven A. Lefton _ 0/57&'7(

Please acknowledge your receipt of the above filings on the enclosed copy
Ack ™™ of this letter and return to the undersigned. Also enclosed is a 3.5 inch diskette
containing the above-referenced document in Word Perfect format. Thank you for

AFA your assistance in this matter.
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FLORIDA POWER CORPORATION
DOCKET NO. 841101 -EQ

DIRECT TESTIMONY OF
HENRY [. SOUTHWICK, IlI

I. INTRODUCTION AND QUALIFICATIONS

Please state your nams and business address.
My name is Henry L. Southwick, ifl. My business address is Post Office

Box 14042, St. Petersburg, Florida 33733.

By whom are you employed and in what capacity.
i am employed by Fiorida Power Corporation {"Fiorida Power™ or "the

Company™) as the Director of Energy Contro!.

Please describe your education and business experience.

| have a Bachelor of Science degree in Electrical Engineering from
Clemson University and a Masters Degree in Engineering from the
University of South Florida. | am a registered Professional Engineer in
the State of Florida. | have held various positions at Florida Power
Corporation in Industrial Development, Division Operations, and
Economic Research. In 1983, | was promoted to Manager of System
Planning with the responsibility for Florida Powsr’s generation,

transmission and distribution planning. In 1990, | was named Director
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of Engineering and Technical Services for the Fossil Operations area of

Florida Power. ! became Director of Energy Control in July, 1992.

What are your responsibilities in your current position?

As Director of Energy Control | am responsible for the day-to-day
operation of the Florida Power electric system. This includes the
scheduling and dispatching of ali power resources available to Florida
Power to sarve customer demand and the operation of the electric
transmission system. | am also responsible for interchange operations

between Florida Power and other utifities in Florida ang the Southesast,

Have you ever testified before the Florida Public Service Commission?
Yes, | have testified in several previous Florida Power rate and fuse! cost
recovery proceedings and in connection with Fiorida Power’s acquisition

of assets from Sebring Utilities Commission.

. PURPOSES AND ORGANIZATION OF TESTIMONY

What is the nurpose of your testimony?

t will exptain what is meant by the terms “minimum load conditions” and
"minimum load emergency.” | will show why those system conditions
can create reliability and cost consequences that need to be addressed
by any utility in a prudent and predictable manner. | will also outline the
extent and nature of Fiorida Power’'s minimum Iload problem by

reference to the Company’s loads and resources. Having laid out the
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problem, | will then describe Fiorida Power’s efforts to deal responsibly
with the minimum load problem first by using all reasonable measures
to reduce its own generation levels and ultimately by developing the
October 12, 1994 Generation Curtailment Plan For Minimum Load
Conditions ("the Curtailment Plan”}. | will explain the basic principles
incorporated into the Curtailment Plan in order to achieve equitable
procedurss that can be readily implemented by the Company’s system
operating personnel. Finally, I will discuss the Company’s continuing
desire to respond to legitimate Qualifying Facility {"QF") operating
concerns if this can be done consistent with the objectives of the

Curtaiiment Plan.

Are you the Company’s principal policy witness in this proceeding?
Yes. To the extent that the Curtailment Plan refiects judgment calls or

Company policy decisions, ! will be available to testify on those matters.

Are you sponsoring any exhibits in this docket?

Yes. | am sponsoring Exhibit No. ___{HIS-1) which contains excerpts
from several relevant publications of the North American Electric
Reliability Council ("NERC"), the Southeastern Electric Reliability Council
("SERC"} and the Florida Electric Power Coordinating Group, Inc.
("FCG"); Exhibit No, ___ (HIS-2) which reproduces the Unit Power Sales
Agresmeant between Florida Power and the Southern Companies; Exhibit
No. ____ (HIS-3} which shows how QF purchases during minimum toad

conditions create negative avoided costs; and Exhibit No. __ (HIS-4)
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which includes examples of correspondence sent by Florida Power to its
QF suppliers soliciting their involvernent in dealing with the minimum

load problem.

n. E A MINI
LOAD EMERGENCY

What is meant by the term "minimum load emergency™?

A minimum load emergency can be defined as a situation in which a
utility’s total system demand (or “load”) falls to such a low level that
the minimum generating input into the system exceeds that load leve!.
in other words, such an emergency condition occurs when the utility
can no longer match its generation and load leve!s because there is too

much generation in relation to the system load.

Please describe the components of a utility’s load.

A utility’s total system foad consists of ail purchases of electricity from
the utility at a given point in time plus losses and station service. The
load includes the electricity requirements of the utility’s wholesale and
retail customers as well as its off-system sales to other utilities.
Typically, a distinction is drawn between "firm" loads {which inciude
requirements services and assured capacity sales to others) and "non-
firm*® loads {which are interruptible sither by rate schedule or contract).
However, when measuring a utility’s “minimum load” at any moment,
one would normally include ali of the demands being placed on the

system at that moment.
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What are the components of a utility’s avallable power supply?

Generally speaking, a utility’s resources consist of (i) its own generating
units; (i) its purchases from QFs or other non-utility generators; (iii) its
power purchases from other utilities; and {iv} its dispatchable demand-
side managesment capability. A utility’s generating units can have
substantially different operating profiles, with some running virtually
contintously as "baseload™ units, some running intermittently as
"intarmediate” units, and still others operating only to satisfy "peak”
demand periods. Llikewise power purchase contracts -- with ~ther

utilities and with QFs —~ may cali for varying amounts of capacity
availability.

When measuring a utility's minimum generation, one must consider the
lowaest levels to which the utility’s resources can be reduced. The
minimum generation usually will equal the sum of {i) the lowast prudent
and economic operating levels for the utility’s own units (typically
baseload operation); {ii) the minimum purchases requirad under QF
contracts or rate schedules; and {iii) the minimum purchase obligations

under firm capacity purchase contracts with other utilities.

la it important for a utility to match its resources and loads at all timas?
Yes, it is. in fact, this is 2 fundamentatl objective of any prudent utility.
During peak load periods, it is imperative to have enough generation
available to satisfy rising demands on the system, plus a reasonable

margin of reserves to account for contingencies. It is equally important
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to have the capability during off-peak periods to dispatch or cycle off
generating resources as the load drops. Both daily and seasonally, most
utilities experience wide disparities between their minimum and
maximum loads. Given the resources available to the utifity, its system
operating personnel strive to dispatch those resources in the most
economically efficient and operationally reliable manner possible so as
to folilow the system’s fiuctuating losds. Obviously, carsful attention
must be given to how this is accomplished. For example, it would be
inappropriate from both a reliability and a cost perspective to shut down
a baseload resource to meet a temporary trough in the system load,
where doing so prevents the unit from serving the load as it begins to

rise again.

It is easy to understand why a utility must have enough generation to
meet its peak demands, but why do you conclude that it is equally
important to be able to reduce generation in order to match minimnm
load levels?

I base this conclusion on both reliabitity and economic considerations.
From a reliability standpoint, keeping loads and resources in balance is
a fundamental matter of system integrity and reliability. Accepted
industry-wide standards require that loads and resources be kept in
batance to reliably serve customers and 1o protect the equipment of the
utility, other interconnected systems, and the customers. A utility
cannot maintain a practice of intentionally dumping excess generation

onto the systems of other neighboring utilities. This unscheduled
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energy, commonly called "inadvertent interchange,” must be he!ld to a
minimum in order to satisfy industry standards and the terms of inter-

utility interchange contracts.

Given the heavily interconnected nature of the nation’s electrical grid,
generation excesses, like generation deficiencies, can create cascading
adverse effects that place unacceptable burdens on other parties.
Electricity must be used instantly, and excess generation creates
frequency imbalances that can severely damage utility and customer
equipment. In layman’s terms, too much generation will cause motors
to burn out. Hf neighboring utilities were to isolate Florida Power’s
system to avoid such impacts on their facilities, then the excess
generation on Florida Power’'s own system would be esven more

detrimentatl.

What are the economic considerations on which you base your
conclusion?

The incurreiice of uneconomic power supply costs during minimum load
periods has an adverse impact on the utility and its ratepayers.
Moreover, as the system is ramping-up to follow the rising load after a
minimum load period, the utility wili incur addittonal unaconomic costs
if it has praviously been required to operate its resources at levels less
than normal minimums or to shut off units to balance generation and
load. When the Company is compelled to make uneconomic purchases

of energy from third parties, then in the words of this Commission’s




15

16

17

18

19

20

21

22

Rule 25-17.086, those purchases “will result in costs greater than those
which the utility would incur if it did not make such purchases” and will

"otherwise place an undue burden on the utility.®

The Federal Energy Regulatory Commission ("FERC") provided an
excellent example of this problem when it issued its QF regulations in
1980. "This example is cited in Mr, Robert D. Dolan’s testimony. The
FERC corroctly observed that if a utility operating only its basefoad units
in minimum oad conditions were forced to cut back output from those
units in order to continue making a QF purchase, then the baseload
unlits might not be able to ramp-up their output when needed again to
follow the next increase in load. As a consequence, it would be
necessary for the utility to:meet that rising load by running less
efﬁcieﬁt, 'hig’h'é.r‘ cost, intermaediate or peaking units. As noted by the
FERC, this would result in a negative avoidad cost for the utility. The

adverse cost.impacts also are exacerbated by the fact that cycling of

ganerating units causes a variety of other start-up and unit-related

costs. | will briefly describe these impacts later in my testimony and |

refer to the testimony of Mr, Steven A. Lefton for more detail.

You have testified that it is necessary for a utility to keep its loads and
resources In balance In order to satisty accepted industry-wlide
standards. Please explaln.

This baslc operating tenet finds solid support in the industry standards

puhlished by NERC The NERC standards, in turn, are endorsad and
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followed both by SERC and the FCG. Fiorida Power subscribes to the
operating criteria published by each of these industry organizations.
Following are representative statements from the NERC Operating
Guides. | hasten to add, howaver, that the requirement for balancing
resources and loads is such a basic concept that it literally permeates
those Operating Guides. The text of the applicable NERC Oparating

Guides is reproduced for the Commission’s reference in my Exhibit No.

__(HIS-1). in addition, that exhibit includes excerpts from the SERC

and FCG manuais which confirm the intention of those organizations to

carry out the objectives of the NERC Oparating Guides.

Each control area shall operate sufficient generating
capacity under automatic control to meat its
obligation to continuously balance its generation and
interchange schedules to its load.

% B 4 & & &

All generating units of consequential size, including
jointly owned units capable of regulating, shouid be
oquipped with AGC fo ensure that the contro! area
can continucusly balance its generation with its
demand plus net scheduled interchange.

2. Excerpt from SERC Agreement:

Membership in SERC is voluntary, but members
recognize a commitment to comply with NERC and
SERC guidelines for the planning and operating of tha
interconnacted electric power system.

The FCG Operating Committee accepts the NERC
Operating Guides as a basis for operations. The
Florida Specific Procedures contained in this
Handbook were written to either clarify or enhance a

-9-
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specific NERC Operating Guide for use within the
Florida Subregion. The NERC Operating Guides are
not included in this Handbook, but the Guides are
referenced to the applicable Florida Specific
Procedure in the Table of Cantents. In cases where
there is no Florida Specific Procedure associated with
a NERC Guide, the Guide title and number is
referenced in the Table of Contents to direct the
reader ta the NERC manual.

IV. ELORIDA POWER's LOADS

131 Q. Do Florida Power’'s system loads fluctuate significantly?

14
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A.

Yes, the Company’s total systam demand can vary by as much as
1,000 MW per hour and can range from a low of about 1,850 MW up
to almost 8,000 MW. It is crucial to match generation with these

quickly fluctuating loads as they rise and as they fall.

Please describe the fluctuation patterns in the Company’s loads.

Florida Power‘s loads vary both daily and seasonally based primarily on
prevailing weather conditions. This is because the Company’s largest
loads are related to heating and cooling requirements. The Company
generally experiences its iowest customer demands late at night and
early in the morning -- between 11:00 p.m. and 7:00 a.m. on
weekdays, and between 11:00 p.m. and 8:00 a.m. on weekends and

holidays.

Florida Power is a winter peaking utility because its service area

occasionally experiences winter cold snaps which temporarily drive up

-10-
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demand to very high levels. However, the Company’s lowast load
periods also tend to occur during the fail, winter and spring months,

when the weather is often very mild.

Loads lower than 2,600 MW are considered to be the Company’s
"minimum load" conditions. The minimum load conditions typically
occur during the October through May time frame, alithough the ioad
may fall below 2,600 MW during other months as well. The example
provided on page 3 of the Curtaiiment Plan (Exhibit No. __(RDUL-1))
provides a good illustration of the lowest load conditions experienced in
the fall-winter-spring of 1993-1994. That example shows that the
lowaest load day per month for the sight-month period (October, 1993 -
May, 1984} and the correspending minimum gross toads for each day

ware as follows:

October 31, 1993 2,009 MW
November 26, 1993 1,869 MW
December 5, 1993 1.954 MW
January 3, 1894 1,917 MW
February 7, 1924 1,893 MW
March 14, 1894 1,931 MW
Aprit 4, 1994 1,963 MW
May 22, 1994 1,902 MW

Q. What are the comparable data for the period between October 1, 1994

and January 31, 1995.

A. The comparable data for that period are as follows:

October 16, 1994 2,015 MwW
November 27, 1994 1,926 MW
Decsmber 30, 1294 2,041 MW

Janvary 2, 1995 1,935 MW

“1%-
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V. ELORIDA POWER's RESOURCES

Tuming now to the Company’s available resources, how many
generating units does Florida Power own and operate?

Florida Power has 56 ganerating units located at 14 stations, and one
combustion turbine cogeneration unit. The total installed net winter

generating capability is about 7,335 MW,

Please describe the Company’s baseload generation.

FHorida Power owns five baseload units representing 3,031 MW of nst
winter generating capability. This consists of (i} Crystal River Units 1,
2, 4 and 5, which are fusled by coal; and (ii) Crystal River No. 3 (765

MW net} which is a nuclear unit.

Next, please describe Florida Power’'s intermediate units.

Florida Power owns eight oil- and gas-fired steam intermediate units as
follows: Anclote Units 1 and 2; Bartow Units 1, 2 and 3; and Suwannee
Units 1, 2 and 3. Thae intermediate units account for a total of 1,630

MW of net winter generating capability.

How many peaking units does the Company own?

The Company owns 43 peakers totaling 2,634 MW of net winter
gengrating capability. These are: DeBary Units P1-P10; Intercession
City Units P1-P10; Suwannee River Units P1-P3; Bartow Units P1-P4;

~12-




1 Tumer Units P1-P4; Bayboro Units P1-P4; Higgins Units P1-P4; Avon

2 Park Units P1-P2; Rio Pinar; and Port St. Joe.
4| Q. Where is the Company’s cogeneration unit located?
5 H A. Fiorida Power owns a 40 MW cogeneration unit at the University of

6 Florida in Gainesville.

8 Q. Does the Company have other capacity resources?

| A. Yes. In addition to its substantia! demand-side management activities,
: the Company purchases capacity from two other utilities and from a
number of QFs. Mr. Dolan’s testimony dascribes the OF purchases,
which accounted for roughly 1,000 MW as of January 1, 1995 and will
exconad 1,100 MW later this year. The utility purchases are from (i) the
Southern Companies (approximately 400 MW); and (ii} Tampa Electric
Company (560 MW).

17]| Q. Please summarize Florida Power's total net generating capabiiity,
18 including purchases.

18§ A. Chart 1 at page 6 of the Curtaiiment Plan which is Mr. Dolan’s Exhibit

20 No. ___(RDD-1) showed a total system net generating capability of
21 approximately 8,707 MW, As explained in Mr. Dolan’s testimony, that
22 | figure should now be increased to 8,817 MW to reflect additionai QF
23 capacity and energy avaliable to the Company.

24

25 % Q. Dm tha Company require all of this generation for peak load purposes?

-13-
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Q.

Yes. The Company requires this generating capability to mast its peak
toad needs, when taking into accountunit outages, reserve raquirements

and other contingencies.

Does the Company need afl of this generation under minimum load

conditions?

Obviously not. The 8,817 MW total far exceeds the minimum Joad

levels of 2,600 MW and below. Indeed, for the reasons | explained
previously, the Company must reduce a significant amount of its total

available generation to match its minimum load levels.

Vi. ELORIDA POWER's ABILITY TO RESPOND
YO FALLING CUSTOMER LOADS

What measures can the Company take with respect to its own
resources to follow the load as it declines toward minimum load
conditions?

First, 1 shou!d note that the Company’s system aperating personnel plan
ahead, 10 the maximum extent practicable, to have resources available
when needed and off-line when not needed. For example, plant
maintenancs typically is scheduled during anticipated low load periods.
Similarly, power purchases and sales may be scheduled so as to
minimize capacity resources when they are not required. In other
words, there are long-term and intermediate-term measures which are
routinely taken in anticipation of the need to reduce generation when

loads are low.

-14-
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The system operators alsc have the ability, as shorter-term measures,
to take the following steps aimed at matching generation and load: (i)
reducing inter-utility capacity purchases to minimum leveis permitted by
the appiicable purchase contracts; (ii) maximizing economic off-system
sales to other utilities; {iii) reducing the Company’s generating units 1o
their minimum generation levels consistent with reliability constraints
and operating conditions at the time; and (iv} exercising voluntary unit
output reductions agreed to by certain of the Company’s QF suppliers.
The QF output reductions are discussed in Mr, Dolan’s testimeny. | will
describe the other three measures available to the system operating

personnel,

Would you please elaborate on the first of thess measures -- reducing
inter-utility capacity purchases?

As | noted previously, Fiorida Power currently is buying 50 MW of
capacity from Tampa Electric and about 400 MW from the Southern
Companies. The contract with Tampa Electric parmits Florida Powar to
reduce the 50 MW purchase to zero each day. Thig is a measure which
the systom operating personnel routinely take under minimum joad

conditions.

What about the 400 MW purchase from the Southern Companies?
Through 1994, half of the 400 MW from the Southern Companies was
purchased under Schedule E of an Interchange Agreement batween the

parties, and the other half was purchased under a separate Unit Power

-15-
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Sales Agreement. Under those arrangements, Florida Power could be
required to purchase a minimum of 84 MW depending upon conditions
on the Southern Companies’ system. Since tha beginning of 1995, alf
of the 400 MW purchase is occurring under the Unit Power Sales
Agreement. The minimum that the Southern Companies can now

require the Company to buy and take is 168 MW

What provisions in the Unlt Power Sales Agreemen* impose this
minimum take requirement?

The minimum purchase obligation Is set forth in Section 3.6 of the Unit
Power Sales Agreament which is entitied "Minimum Operation Capacity
QObtigation.” For the Commission’s convenience, | am including a copy

of the entire Unit Power Sales Agreement as Exhibit No.  {HIS-2).

Section 3.6 requires Florida Power to take a proportionate share of the
energy produced by the Southern Companies’ Miller generating units
and Scherer Unit No. 3 whenever those units are operating at "Minimum
Operating Conditions.” It is possible that the Minimum Operating
Conditions at one or more of the Southern Companies’ units will not
coincide with Florida Power’s minimum foad conditions. In that case,

the minimum purchases associataed with that unit would not apply.
Does the Curtailment Pian assume that the Southern Companies’ system
conditions will be gsuch as to compsl the Company to take the minimum

168 MW?
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A.

The background discussion in the Curtailment Plan states that Florida
Power may be compelied to take the full 168 MW under the Unit Power
Sales Agreement, and the minimum generation ievels shown, for
example, on Chart 2 at page 16 of the Plan (Exhibit No. __ {RDD-1)
assume that the minimum take requirement will be applicable.
However, | want to emphasize that this minimum take will affect the
actual implementation of the Cunailment Plan only if Minimum
Operating Conditions on the Southern Companies’ units coincide with
Florida Power’'s minimum load conditions so that Florida Power is
compelled to accept ths minimum takes during its minimum load period.
The instructions to the system gperating personnel {Appendix C to
Exhibit No. _ (RDD-1)) make clear that the purchases from the
Southern Companias are to be reduced as much as possible before any

curtailments take place.

Is there reason to believe that the minimum take requirement will not
always he applicabla?

As noted, the minimum takes depend upon conditions on the Southern
Companies’ system. The purchases are not always required. In fact, the
minimum take requirement was not applicable on October 19, 1994,
when the Company first implemented the Curtailment Plan. Therefore,
the need for QF curtaiiments was reduced on that occasion by 84 MW
(recall that the 1994 minimum was only 84 MW, as compared to the
current 168 MW}, Similarly, during later curtaiiment experiences: no

purchases werc made from the Southern Companies on January 1,
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1995; only 23 MW from Scharer Unit No. 3 was purchased on January
2, 1895; the amounts purchased on January 7 and 8, 1995 ranged
from 109 MW to 132 MW, the amounts purchased on January 14,
1985 were 96 MW or less; and the purchase amounts ranged from 8

MW to 95 MW during the curtallments on January 30, 1995.

You stated that, in response to an impending minimum load condition.
the Company’s operating personne! also can reduce the likelihood of
having excess generation by maximizing economic off-system sales.
Plaase explain.

An increase in off-system sales to third parties has the same net effect
as 3 corresponding increase in load. The Company often makes inter-
utility sales under its various interchange contracts for long and
intermediate time frames. In addition, the system operating personnal
also engage in short-term sales when the system has available
generation. Many such energy sales are made on the Florida Energy
Broker System. Florida Power has direct electrical interconnections with
13 other generating utilities and makes every reasonable effort to sell

econumy energy to others.

Are there limitations on the Company’s ability to sall power off-system
in anticipation of or during a minimum load condition?

Yes, thore are. For example, the off-system sales must be made at a
price that at least recovers the incremental cost of producing the

energy. I1tis my understanding that the governing FERC pricing policies
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mandate that the price for off-system opportunity sales be no lower

than the seller’s incremental cost.

Another factor limiting the Company’s ability to market energy during
minimum load conditions is the relative state of its neighboring utilities’
power supply needs at the time. Florida Power cannot sell powar unless
it has a willing buyer, and it is quite likely that other interconnected
utilities, whose loads also are weather-related, will be facing low load
conditions coincident with Florida Power’s incurrence of minimum ioad
conditions. [n other words, when Florida Power’s loads are very low,
it may have difficulty finding a willing purchaser for its available

generation.

How does the abliity to sell power off-system affect the Company’s
implementation of the Curtailment Plan?

Just as the Plan instructs the Company’s system operating personnel to
minimize the power purchasas, it also instructs them to maximize off-
system sgles as 8 means of mitigating the need for QF curtailments. In
fact, the Plan directs that this will bs done, not once, but throughout
the minimum load period. The more successful the Company is in
making these sales on a given occasion, the less impact QFs will feel

from the Curtaliment Plan.
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Q.

You previously mentioned a third step that the system operations
personnel can take as the system load declines -- reducing the output
from Florida Power's own units. Plsase explain how this occurs.

Actually, managing the generation levels of the Company’s units is not
a single "step,” but rather a series of "steps” which is ongoing as a
normal part of the system operating and dispatch functions. Each of the
Company’s units has distinctive operating characteristics. As a class
and under normal conditions, peaking units are capable of baing cycled
on and off regularly to meet peak energy needs. Interm.adiate units

likewise are capable of being cycled on and off, but generally are

operated more constantly than peakers because of their lower running

costs. Baseload units, which are the least expensive units to run,
typically operate more or less on a must-run basis as the system’s work-

horses to meet the lower and of the load curve.

In addition to the general operational limits of the types of units,
individual units also have their own individuail operating profiles. The
Company’s system dispatchers routinely interact with the plant
operators when evaluating tha most reliable and economic mix of

resources to use to raget the system’s changing conditions,

Can you be more spacific about Florida Power’s intentions for running
its own units in anticipation of and during minimum load periods?
The Company’s objective, whenever possibie given the currant condition

of its various units and other system constraints, is to minimize the
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need for QF curtaliments by maximizing its own unit output reductions
in @ manner that is consistent with sound operating practices. Fiorida
Power has been engaged in efforts since at least 1993 to investigate
the true minimum operating levels of its various generating units
because we envisioned that potential minimum load problems would
occur in tha fall of 1994 with the addition of large new increments of
QF capacity. As a consequence of these efforts, the Company is
running its own units today at much lower levels of output than it did
several years ago. | should note that the Curtailment Plzn anticipates
that Florida Power will substantially curtail its own generating units
before asking any QF to reducs its output. Given these commitments
by the Company, | believe that tha Curtailment Plan represents a

conservative, rather than an aggressive, approach to QF curtailment.

Please describe the sequence in which Florida Power will dispatch its
own usits in a minimum load condition.

To the extent we can do so in light of unit and system conditions at the
time, the Company will first respond to minimum load conditions by

cycling off its peaking and intermediate units.

Next, the Company will reduce its coal-fired baseload units to their
normal minimum operating levels while maintaining enough margin for
load control and system security. Again, this assumes that such
reductions are practical at the time. Florida Power has determined that

it would incur unacceptable operational risk and costs if it cycled these
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units off entirely. These units are needed on the system for Automatic
Generation Contrel ("AGC™} and load following purposes. Finally, the
Company wili cycle off its University of Florida combustion turbine. It
is worth noting that, under normal apaerating conditions, this treats the
Company’s own cogseneration plant as fully curtailable before any

curtailments are required for unaffiliated QFs.

What do you mean when you refer to "normal minimum operating
levels™ for the cosl units?

As | have noted, baseload units normally are operated at a high capacity
factor to satisfy the low end of the utility’s load curve. Nonetheless,
prefiminary svaluation of the Crystal River 1, 2, 4 and § units suggests
that under normal operating conditions, they can be dispatched down
to lower operating levels in order to respond to minimum load
conditions. Specifically, the Company is estimating that these units
gonerally will be able to achieve the following normal minimum gross
operating levels consistent with emissions restrictions, AGC

requirements and other system conditions:

ADDITIONAL
AGC/SYSTEM
MINIMUM SECURITY
GENERATION REQUIREMENT
Crystal River 1 120 MW 0 MW
Crystal River 2 140 MW 0 MW
Crystal River 4 150 MW 150 MW
Crystal River 5 150 MW 150 MW
SUBTOTALS 560 MW 300 MW
JOTAL 860 MW
-22.
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Let me briefly explain the column showing the AGC/system security
requirements for Crystal River Units 4 and 5. Generally, those units are
not operated below the norma! 250 MW lower limit of their contro!
range (i.e., the normal level at which they can remain on AGC). The
additional 50 MW represents a system security requirement which is
maintained in order to provide necessary foad following capability. Unit
5 also provides an additionsal system security function whenever Florida
Power's Crystal River 3 nuclear unit also is on-line. Because of
constraints on the 600 kV transmission system, Unit 5 must maintain
an optimal output level of between 300 and 350 MW to supply needed

transmission voltage stabilization in case Unit 3 should trip off-line.

Is it posaible that the Crystal River coal units could achieve greater than
normal output reductions without creating unreasonable risk snd costs?
It is possible that they may not achieve as much reduction as
anticipated and it is conceivable that they could achieve slightly more.
I amphasize that these are estimates only. Again, in the interest of
minimizing QF curtailments, the Curtailment Plan contemplates that the
sysiem operating personnel will communicate with the Crystal River
plant operators and reduce the coai-fired units even more than the
amounts noted above {i.e., to temporary "emergency minimum

operating ievels”) if the circumstances permit at the time.

Will the Crystal River 3 nuclear unit be cycled in response to minimum

lcad conditions?
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A.

No. The Company has determined that safety, reliability and cost
considerations all make it impractical to dispatch the Crystat River 3 unit
for load following purposes. In addition to the adverse impacts on
Crystal River 3 itself and the impacts on system reliability if Crystal
River 3 cannot be returned immediately to full power, it is my
understanding that running the unit at reduced capacity levels also can
have undesirable side effects such as producing xenon imbalances,
excessive amounts of radioactive waste water and unused fue! at the
and of an operating cycle. Mr. Lefton elaborates on these concerns in

his testimony.

Assuming that all units are avallable for reduced operation in the manner
you have described, plaase summarize the Company’s normal minimum
gross generation levels,

in 1985, the normal! minitnum gross generation leve! (before QF
purchases) is about 1,823 MW. This is made up of 860 MW from coal
units, 795 MW from Crystal River 3, and 168 MW from the Southern

Companies.

Baged on these minimum generation levels, can you provide some
indication of the magnitude of the need for QF curtailments under
minimum load conditions?

The actual extent of any curtailments will depend upon numerous
factors which are difficult to pradict. For example: QF units or Company

wnits may happen to be out of service in a low ioad period; some units
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may have to remain on-fing for AGC or other reliability reasons; some
units may elect to cycle off entirely rathar than reduce their output; the
minimum take requirements from the Southern Companies may or may
not be applicable; off-system sales may be at relatively high ievels or
refatively light; and the list goes on. Al that | can say with any reat
confidence is that the extent of required OF curtailments will be
measured by the difference between {i) total system generation after all
available measures have been taken short of curtailments; and (ii) the

system ioad at the time.

The Curtailment Plan offered an example of a minimum load curtailment
(Exhibit No. __ {RDD-1) at page 15). Perhaps it would be useful for me
to update that example now that the Company has negotiated sevaral
additional voluntary output reduction plans with QFs. The example
included in the Curtailmant Plan assumed 792 MW of total available QF
generation after the negotiated QF reductions. As Mr. Dolan explains
in his testimony, two additional QFs have since negotiated output
reduction plans. When these additional reductions are realized, the tota!
QF generation is reduced from 792 MW to about 745 MW, vielding a
corrasponding reduction in the amount of required QF curtailments.
Thus, the aexample in the Curtailment Plan should be modified as

foliows:
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EXAMPLE OF MINIMUM LOAD CURTAILMENT:

Coal 860 MW
Nuclear 795 MW

Southem 168 MW
1,823 Mw FPC generation and firm purchases

pius #92 745 MW QF generation after negotiated
reductions
26+ 2,668 MW
minus 2,400 Mw Assumed minimum load

236 168 MW Additional QF generation to curtail

Q. Can you provide an estimate of the likely frequency of QF curtallments

under the Curtaliment Plan?

For the reasons | have just given, any estimate would be highly
specujative. Moreover, it would likely be misleading since a
"curtailment™ event might mean that only 1 MW was curtailed from only
the as-available suppliers, or alternatively, it might mean that many

more snegawatts were curtailed from all categories of QF suppliers.

it bears emphasizing, howsaver, that the initial fear of very frequent
curtailments exprassed to the Company by several QFs has not proven
to be justified. | am pleased t0 say that Fiorida Power was forced to
implemant inveluntary curtailments only once during 1984. Thus far,
only 2 handful of curtailments have been required in 1995. In all other
cases where system loads were below the 2,500 MW threshold and the
potential need for curtaliments was imminent, circumstances within and

outside the Company’s control came together in such a way as to
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forastalt that need. It is significant to note that there were 2,952 hours
in the low load months of October 1994 through January 1995, while
curtailments occurred in 3 total of onty 31.25 hours, or one percent of
the time. Moreover, for those QFs who have entered into voluntary
output reduction plans, the impact of curtsilments was even less
frequent, since these QFs were able to avoid more than half of the
involuntary curtaiiments. | refer to Mr. Harper’s testimeny for more
information on this subject. Granted, we would prefer to have no
curtailments, but the experience to date should help to alleviate any
concern that the Company is attempting to trigger frequent curtailmants

in an irrasponsible or haphazard way.

You have testified that the decision to operate Florida Power’s bassload
coal units at minimum operating tevels, rather than cycling them off, is
based upon both relisbility and economic considerations. Please
elaborats on the economic considerations.

Even if reliability coniderations aliow turning coal units off, this is not
desirable on an economic basis. So long as the total cost to take a unit
off-line (“cycling cost”) exceeds the fuel savings that result from not
running the unit, the net economic effect of cycling the unit off must be
an increase in net system cost, or a negative avoided cost. Cyeling off
a baseload coal unit in order to continue purchasing QF energy can be
expacted to cause a negative avoided cost. As | have noted, when
system load declines prior to a minimum load period, Florida Power

maintains a balance of generation and load by first cycling off its
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peaking units, then reducing generation from all of its steam units and
finally cycling off its oli-fired units. At this point, only the largest, most
economicat units remain on-line {coal and nuclear units). The only
remaining operationa!l option to further reduce generation from Florida
Power’s own facilities would be to cycle off one or more of these
baseload units. Howaever, there is a substantial cost incurred if any of

these units is cyciad off.

What types of costs are incurred when the baseload units are cycled
off?

Mr. Lefton explains that a wide variety of cycling costs occur each time
a bassload unit is cycled off. For convenierice, | will refer to the ccsts
described by Mr. Lefton as "unit impact costs™ since they all are related
directly to the specific unit being cycled. In addition to the unit impact
costs, there is another significant cost component of cycling activity
that relates 1o the replacement power costs incurred whenever more
expensive enargy must be generated or purchased in lisu of energy that

otherwise would be available from the cycled unit.

Please summarize the kinds of cycling costs that you have referred to
as unit impact costs,

Simply stated, cycling 2 unit on and off makes the unit and its
components wear out faster and cost more to operate than in the case
of steady state operation. Related unit impact costs include, among

other things: higher pericdic maintenance and capital expenses as
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components require repair and replacement earlier than they otherwise
would; higher forced outage costs; and a reduction in the operating life
expectancy of the unit. Each time a unitis cycied off and on, transients
in temperatures, pressures and flow rates result in significantly

increased stress and wear on many of its component parts.

In addition, unit impact costs of cycling include the effect of increasing
the frequency of unit start-ups. A coal-fired unit includes many large
machanical components and systams that operate at high temperatures.
When the unit s turned off, these components and systens bsgin to
cool and wifl eventually reach ambient temperatures. When the unit is
restarted, critical components must be slowly and evenly reheated to

operating temperatures before the unit can resume operation. For

example, i the turbine rotor (a very large, very expensive, integral

component of the generating unit} is haated unevenly or tco rapidly, it

will warp, resulting in severe damage to the turbine and extended unit

unavallability. Upon restart, supplemental firing is required until the unit
reaches a stable opoerating level. Tha start-up fue! required to proheat
snd supplemental fire the unit to achieve stable operation is a primary
component of the unit start-up cost. In addition, cycling and transient
operaiion of the unit disrupts the chemica! balance of the water in the
bolier and cooling system, resuiting in an increase in water treatment

costs and related equipment problems.
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Mr. Lefton discusses such unit impacts in his testimony and concludes
that these costs should be expected to range from at least $30,000 to
wall over $100,000 each time an older unit like Florida Power’s Crystal
River Unit 2 is cycled. The start-up fuel cost alone accounts for roughly

$13,000 per stan.

Please descrlbe your second general category of cycling costs --

~, replacement power costs.

A, The $30,000-£4100,000+ range provided by Mr. Lefton does not
."fir_lcluda the short-term replacement powar costs which are incurred
| »-during the period immediately aftar a minimum load condition whenever

R ‘becomes necessary to replace the power that would have been

available from the cycled-off baseioad unit with other, more expensive
power. Generally, because the bassioad units supply the Company’s
lowest cost energy, these units are dispatched at full capacity as the
system load rapidly increases each day. Cycling off a baseload unit
during the overnight minimum load period creates a substantial risk that
the unit will not be available as naesded for this load following purpose.

This is true for at least three reasons.

First, under normal operating conditions, each unit has a "minimum
‘down time" that limits how soon it can be restarted after bsing wrned
off. For planning purposes, the minimum down time for each of Florida
Power’s coal units is at least six hours. This period often is longer than

six hours, as for example, in the situation where Crystal River Units 1
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and 2 or Units 4 and 5 are returned to service simultaneously. In that
case, it is more comman for one unit to return to service approximately

two hours prior to the return of the sscond unit.

Sacond, once a unit is cycled off-line, that unit can only be returned to
full capacity gradually. The normal ramp periods can extend for saveral
hours during which time the on-line units may be unable to meset the
rising system demand, thus requiring that aiternative resources be

utilized for this purpose.

Third, there is always a significant risk that a critical component mav
not operate properly or may fail during the shut-down/start-up
sequence, resulting in a forced outage. The maintenance and rapairs
required by the component failure can make the unit unavailable for
hours or evan weeks. Although it is difficuit to predict when any
particular unit will trip off-line, it is reasonable to expect that this will

happen from time to time.

During each period when the baseload unit is unavailable to follow load,
its generation must be replaced with other, more expensive resources -
- typically the capacity and energy would be provided from oil-fired
intermediate units or peaking units. The differential in power supply
costs to the system is a direct result of the cycling event and is the

major component of the short-term replacement power cost. Another
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significant, but smaller, impact is the potential start-up cost associated

with the repiacement power resource.

In what circumstances would these short-term replacement power costs
result in a negative avoided cost for a block of enargy?

As | have already noted, the repiacement power expenses are only a
component of the total cost of cycling a baseload generating unit.
Nonotheless, short-term replacement power costs alone will result in a
negative avoided cost whenever they exceed the Company’s avoided
fuel cost from not generating that block of energy. Using plausible
assumptions, it is reasonable to expect that replacement power costs
incurred as a result of cycling a Crystal River unit would make a

csignificant contribution to negative avoided cost.

Can you provide an example of the impact of replacement power on the
avoided cost of a block of energy?

Yes. It is impossible to precisely quantify this cost in advance of its
incurrence. However, a simple example should serve to illustrate that
this cost impact can be substantial. First, note that there is an upper
limit to the benefit that can be derived from cycling off a unit during any
minimum load period. If a8 unit such as Crystal River 2 is cycled off, it
will provide at most 140 MW of relief, assuming that it has been
praviously operated at its normal minimum generation ievel of 140 MW.
Assuming further that the duration of the minimum load emergency

lasted for six hours, then cycling off Crystal River 2 could enable Florida
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Power to accept a maximum of 840 MWH of QF energy (140 MW for
six hours). If Crystal River 2 thereby became unavailable at its full
capacity of 500 MW for a single hour and this powsr were repiaced by
peakers at an average cost of $60/MWH, the resulting cost differential
would be $21,000 (500 MW for one hour at $42/MWH, which is the
difference between the Crystal River 2 fusl cost of approximately
$18/MWH and the $60/MWH replacement cost). The resulting avoided
cost of the 840 MWH block of enargy not generated by Crystat River 2
is squal to the avoided cost of generation ($15,120 based on 840 MWH
at $18/MWH) less the replacement power cost of $21,000 -- in other
words, a3 negative avoided cost component of 65,880 or $7.00/MWH.
Of course, where a unit is cyclad-off and remains off-line for fonger than
one hour after it was scheduled to return to service the magnitude of

this negative cost will be far greater than shown in my example.

Can you supply a similar example showing the effect of the unit impact
costs on the calculation of aveided cost?

Yes. First, let me ropeat that the unit impact costs also are only a
subset of the total cost of cycling. And, like the replacement power
costs, they will produce negative avoided costs whenever, separately
or in combination with other cycling costs, they exceed the fuel savings
from not generating the avoided block of energy. To iliustrate the effact
of these costs, | have used assumptions similar to those described

earlier. The resuiting avoided cost is as follows:
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Minimum capacity - 140

MW

Hours off 6

Block size - MWH 840

Fuel cost - $/MWH 18.00

Avoided Fuel Cost - $ 15,120

Unit Impact Cost - $§

{65,000)

ﬂ Net Avoided Cost - § {49,880)
E Net Avoided Cost - ($52.38)

$/MWH L

For convenience, | have used a per-event unit-impact cycling cost half-
way between the fow and high ends of the cost-estimate range offered
by Mr. Lefton. [ would, however, draw the same conclusion even using
the low-end estimate. My conclusion is that the unit-related costs of
cycling are material and of sufficient magnitude to create a negative
avoided cost (separate and apart from the short-term replacement
power costs) whenever a Crystal River coal unit has to be cycled off in

order to continue purchasing QF power.

Do you have significant confidence in your conclusion?

Yes, this example clearly shows that, using plausible assumptions, the
cycling cost of a coal unit results in a negative avoided cost even
without considering the repiacement power subset of costs. Again, the
exact magnitude may be difficult to predict, but the direction of the

impact necessarily will be negative. In this example, the cycling cost
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for Crystal River 2 exceeds the avoided fuel cost by a factor of five. it
would be necessary for that unit to be cycled off for more than 30
hours in order for the avoided energy cost to approach the cyciing costs
attributable to a coal unit hot-start, but it is obviously not plausible to
expect the minimum load conditions to persist for such an extended

period of time.

Can you demonstrate the negative avoided cost impacts of cycling a
coal unit in lieu of curtailments by looking at actual minimum toad
experience?

Yes. For each of the days an which curtailments have been required,
we performed system operating simulations using the Unit Coramit
computer model which is utilized routinely to plan the daily dispatch of
Florida Power’'s system. In each instance, we find that negative
avoided costs would have been incurred if we had not called for

curtaiiments.

Please describe these simulations.

First, we selected &s a "Bass Case” the Company’'s after-the-fact
avoided cost billing runs for each of the days in question. This case
shows actual loads and costs as they were incurred with the required
QF curtailments. Next, we developed a "Change Case”™ which varied the
Base Case in one discrete way to simulate what reasonably might have
happened if Florida Power had not curtailed the QFs, but instead cycled

off one or more of the Crystal River coal units. The discrete change
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was to add back the curtailed QF volumes thereby reducing the amount
of ioad served by the Company’s own generation. In other words, the
Change Case simulates Florida Power’'s system operation without
curtailments.

What did the Unit Commit simulations show?

The results of the simulations are summarized on page 1 of my Exhibit
No. _____(HIS-3). For every curtailment event, the Change Case shows
that Florida Power would have incurred negative avoided costs had it
not curtailed the QFs in accordance with the Curtaitment Plan. The

negative impacts ranged from over $2,000 to more than $40,000.

Do the Unit Commit simulations Include all of the cycling costs you
described earfler?

No, thay do not refiect all of the unit impact costs discussed by Mr,
Lefton, and because they do not, they understate the magnitude of the
negative avoided cost impacts. The simulations only reflect the effects
of unit start-ups, short-term replacement power costs and a fixed

charge for unit maintenance.

Are there still other costs that may not be reflected in the Unit Commit
simulations?

Yes. One good example is the lost opportunity to make Broker sales of
energy during the day following a minimum load period whenever a coal
unit that is cycled off to match the falling load thereby becomes

unavailabie {ater in the day. it is difficult to quantify such costs in
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advance, but it is not hard to understand how this can occur. When a
coal unit is cycled off, the remaining units are forced to operate at
higher capacity factors, thereby reducing or eliminating the option to

market available coal capacity.

Have you examined the actual curtallment events using any other
method to verify that negative avoided costs would have been incurred
it curtailments had not been ordered?

Yes. As additional confirmation of the existence of negative avoided
costs, we examined gach of the first seven curtaiiment event: using

manual cost calculations.

What were the rasuits of this analysis?

The results corroborate the conclusions drawn from Unit Commit.
Based strictly on coal unit start-up costs, negative avoided costs would
have existed for each of the sevan avents. The negative avoided cost
attributable to atart-ups ranged from approximately $2/MWH to
$85/MWH and averaged $13/MWH for the seven events. The
derivation of these costs is shown in Part A on page 2 of my Exhibit No.
_ __ {HIS-3). Supporting information for these results is inciuded on

page 3 of Exhibit No. (H1S-3).

Did you examine the likely effect of replacement power costs?
Yes. Even though the avoided costs would have been negative without

considering replacement power costs, we went on 1o assess the
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potential exposure to replacement powsr costs in addition to unit start-
up costs. The resuiting estimates of negative avoided cost including
both unit start-up costs and an expected value of replacement power
cost as shown in Part B ranged from $6/MWH to $122/MWH and
averaged $22/MWH for the seven events. On average for the soven
evants, the incrementai effect of replacement power cost drives the

avoided cost nagative by an additional $93/MWH.

Why do you refer to the negative avolded cost impacts of replacement
power as “expected values™?

We know that start-up costs are incurred every time that a unit is
cycled ofi. On the other hand, the incurrence and extent of any
replacement powser cost would depend upon the particular
circumstances that would have bssn encountered if the curtailments
were not made. The major uncertainty is the length of time that a
baseioad unit would have basen unavaitable to follow Joad because it had
been cycled off. In order to account for this uncertainty, we
constructod a set of proxy restart scenarios which assigned a cost and
probability to each aiternative 10 determine when a coai unit would be
expected 1o return to service. Summing the product of cost and
probability for all alternatives produces an expected value for this event

that captures the effect of uncertainty.

What was the basis for your assumptions as to how long it may take a

cosl unit 10 veturn to service after being cycled off?
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The assumptions regarding coal unit performance are based on actual
operating experience with Crystal River Units 1 and 2 during 1994,
which included 38 events where one of these units was returned to
service after baing cyclied off. It has been assumed in this analysis that
the coal units would return to service after being cycled off during a
minimum load period with performance and reliabifity equivalent to that

experienced for these units during 1994.

Did your manual calculations also estimate the effect of unit impact
costs ather than start-up costs?

Yes. As a final step in this analysis, unit impact costs were included
using the lower end estimate of $30,000 for a cycling event.
Recognizing that start-up costs were included in Part A, only the
balance of unit impact costs were included in Part C to arrive at a intal
unit impact cost of 30,000 for each cycling event. Whan these costs
were included, the total negative avoided cost ranged from $29/MWH

to $257/MWH and averaged 860/MWH for the seven events.

What conclusions do you draw from the studies discussed in this
soction of your testimony?

The studies conclusivaly demonstrate that negative avoided costs would
have been incurred if curtailments had not been orderad for each of the
seven curtailment events studied. These resuits have been validated by
using different methodologies (Unit Commit and manual cost

caiculations) as well 8s by analyzing the components of negative
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avoided cost separately and in combination. Although the magnitude
of negative avoided cost will depend upon a variety of variables which
cannot be measured precisely in advance, the Company can predict
with a high degree of confidence that negative avoided costs will be
incurred whenever it is compelled to cycie off one of the Crystal River

coal units in order to continue purchasing powser from QFs.

The FERC rules and this Commission’s rules contemptate this kind of
forward iooking method of reasonably predicting the incurrence of
negative avoided costs. Based upon such reasonable expectations, QFs
are to be given notice in advance of the event that they should cease
deliveries in order to avoid the conditions that would give rise to the
predicted negative avoided cost. Therefore, the Curtailment Plan
appropriatsly calls for QF curtaiiments before the Crystal River coat units
are forced to shut down. If curtaiiments occur as anticipated, then an
after-the-fact analysis should show that the Curtailment Plan operated
successfully 1o avoid the predicted negative cost impact. The studies
discussed above demonstrate that the Curtailment Plan has met this
criterion for each and every actua! avent subjected to after-the-fact

analysis.
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Vil THE OBJECTIVES OF FLORIDA POWER's
LME

Having charactsrized the nature and estimated scope of the minimum
load problem, please explain how the Curtaiiment Plan strives to address
that problem.

Perhaps | can do that best by restating the purposes and goals
articufated in the Pian itself. The Curtailment Plan is a document
designed primarily to provide instruction and guidance to the Company’s
operating personnal when the need to address minimum load conditions
arises. In the process, it affords natice 1o this Commission and to the
affected QFs of the measures which the Company intends to take in
these circumstances. [t is an operating tool -- not a rigid set of

irrevocable rules meant to hamper sound operator discretion.

The Curtailment Plan was intended to establish a set of working
guidelines and prioritias which:

. address minimum load conditions In an efficient, operationally
sound and cost-effective mannar;

» comply with outstanding contracts and regulatory requirements;
e are compatible with applicable NERC, SERC and FCG criteria;

. operate in an equitable manner to Fiorida Power and all QFs from
whom the Company purchasas power;

. will be known in advance and readily understood by systam
operating personnel and by affected QFs;

¢ will be relatively uncomplicated to implement whenever the need
arises; and
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. contain sufficient detail to provide meaningful operational guidance
while remaining flexible enough to accommodate changing
generation and load conditions over time.

Vill. THE PRINCIPLES UNDERLYING THE PLAN’s
CURTAILMENT PRIORITIES

Mr. Charles J. Harper's testimony describes how the Curtailment Plan
works, but would you please explain the basic principles which the
Company applied in determining the Plan’s curtaliment priorities.

An overriding principle is that the Curtaiiment Plan should achieve equity
and fairness while being capable of efficient administration by the
system operating personnel. |n addition, there are at isast four more

key principles.

First, the Plan recognizes the principle that the Company will, as | have
already testified, exercise efforts on an ongoing basis to limit exposure
to minimum load emergencies and theraby attempt to minimize the QFs’

exposure to curtailments.

Second, when curtailments nonetheless become necessary, the Plan
calls for the Company to first curtaii its "as-available” energy purchases,
including amounts in excess of QF Committed Capacities and other
amounts purchased on an as-available basis. This Commission’s rules
recognize the principle that as-available energy sales carry no

"assurances as to the quantity, time, or reliability of delivery.” Rule 25-
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17.0825 F.A.C. Likswise the Curtailment Plan recognizes the lack of

firmness of as-available energy.

Third, the Plan operates from the principie that certain QFs who have
voluntarily agreed in writing to follow specific output reduction plans
already have assisted greatly in Florida Power’s overall efforts to
address a significant operational problem. As a result, it would be
unfair to require still greater interruption of dsliveries from these QFs
unti! after the remaining QFs have been called upon to bear their fair
share in solving this problem. Based on this principle, the Plan directs
the Company‘s system operating personnal to look to the remaining Qt-s
to curtail a specified portion of their firm Committed Capacity amounts
before returning to the QFs with pre-arranged output reduction plans for
more interruption of energy deliveries than initially made pursuant to

thoss plans.

Fourth, the Plan endeavors to fairly apply the additional principle that
the percentage reduction initially applicable to QFs who have not
negotiated a specific output reduction plan should be high encugh to
make a meaningful contribution to the excess generation "solution, " but
not so high as to unduly penalize or burden thase QFs. The Plan uses
a 50 percent reduction from the Committad Capacity amount for this
purpose. The across-the-board reduction of up to 50 percent was
selected as an amount which {i) shares the burden of curtailments in a

roughly proportionate mannar; (i) is compatible with existing contracts
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and this Commission’s ruies; {iii) is consistent among the affected QFs;
(iv} is administratively convenient to administer when system
dispatchers are called upon to make immediate operating decisions; and
{v} appeared as if it would avoid unintended problems relating to
emission standards, thermat host requirements for cogenerators or other
regulatory conditions. 1 should add that the Plan invited any QFs who
might have unique operational problems from the 50 percent reduction
level to bring those problems to the Company’s attention so that an

alternative load reduction plan couid be considered.

Are these principles reflected in the curtailment priority class:fications
sot forth in Appendix B of the Curtallment Pian (ExhibitNo. __(RDD-1)?
Yes. Applying these principles, the Company devealoped three
curtailmant ciassifications as shown on Appendix B. Group A inciudes
all QFs that have agreed in writing to follow specific output reduction
plans. Group B consists of those of the Company’s firm QF suppliers
that have not spacified particular output reduction plans in writing.
Group C inciudes the Company’s as-available energy purchases which
{i} are made under the Company’s Rate Schedule COG-1; or {ii} excesd
the firm Committed Capacity under a negotiated power purchase
contract. Mr. Dolan has updated the Appendix B groupings in his
Exhibit No. ____(RDD-4) to reflact the current status of the negotiated

output reduction plans.
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Before leaving your discussion of the Curtailment Plan, would you
please comment on the principles underlying the Plan’s compliance
procedures?
Certainly. | will start by saying emphatically that ! hope no compliance
measures evar will have to be invoked. Throughout our efforts to deal
with the minimum load problem, the Company’s goal has been to
achieve cooperative assistance from our QF suppliers. This has been
evidenced by the Company’s significant efforts to negotiate voluntary
output reduction plans, the repeated attempts to solicit input from QFs,
and the very substantial generation reductions which the Company itseif
will accept in order to mitigate QF curtaiiments. Moreover, | agree
wholeheartedly with the statement in the Curtailment Plan (Exhibit No.
___(RDD-17} at page 28) that:

The Company anticipates that its NUG suppliers will

appraciate the need for a coordinated curtailment

program, and that all of the affected NUGs will follow

the instructions issued by the system operating

personnel pursuant to this Generation Curtailment Plan.

Such cooperation should be expected as a matter of
prudent operating practice....

in the event that your expectations are not entirety correct, how does
the Curtailment Pian deal with the compliance issue?

The Curtaitment Plan racognizes that perfect compliance at all times
may be unattainable. Even the Company cannot always achigve a
precise targeted megawatt output tevel for all its units. The Plan
acknowiedges that there will be small errors and that marginal non-

compliance will be tolerated. In most cases, the small errors will be
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remedied by making small adjustments to the curtailments required of
other QFs. The expectation is that this kind of marginal non-compliance

will be transitory and should balance out over time.

A different situation exists, of course, if a particular QF significantly or
repeatedly fails to comply with the Curtailment Plan. in this instance,
that QF is unfairly leaning on other QFs to accept the curtailment
shortfali. The Plan seeks to avoid inequitable effects, but it cannot
anticipate and protect in advance against intentional or material non-

compliance.

The Company expressly reserves the right to withhoid payments for
energy deliverad in amounts not in compliance with the Curtailment
Plan, to assess additionali Company costs against the QF and to pursue
any other legal or equitable remedies in the event of non-compliance.
In addition, in the esvent of material or repeated instances of non-
compliance, the Company reserves the option to physically interrupt
deliveries from the QF or to refuse schedules from intervening utilities

if the QF is not directly interconnected with Florida Power.

Will physical interruption of deliveries be used as a remedy without
further notice to the Commission?

No. Although any non-compliance may adversely affect the Company
and/or other QF suppiliers, Florida Power would prefer to give any non-

complying QF a reasonable opportunity to cure its non-compliance. |
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will repeat again that the Curtailment Plan attempts to resolve difficult
problems as equitably as possible. Therefore, before the Company
initiates any physical disconnection, it will first provide written notice

to the QF and to the Cemmission and will pravide for a reasonable cure

period.

IX. i
AND RELATED ISSUES

Did the Company solicit input into the Curtalment Plan from affrcted
QFs?

Yes, it did. Early in 1993 Fiorida Power bagan discussions with its QF
suppliars explaining that minimum load problems wers anticipated, that
curtailments might be required under Rule 25-17.086, and that the QFs’
assistance in working toward mutually acceptable procedures would be
appreciated. As evidencaed by the various negotiated output reduction
plans described by Mr. Dolan, the Company’s efforts to approach the
problem cooperatively continued with some success up to and even

after the filing of the Curtailment Plan.

The Plan itself took considerable time and effort to develop and was not
completed until shortly before the October 12, 1994 filing date with the
Commission. It was, nevertheless, imperative to distribute and file the
Plan in a timely manner so that it could be implemented as soan as
October 15, 1994, when the Company expacted t0 begin experiencing

its first minimum load emergencies. The Company distributed the
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Appendix C curtailment procedures to all affected QFs on October 3,
1994, and invited interested persons to an open-house discussion of the
Plan on October 7, 1994 {a copy of the Company’s invitation letter is
included in Exhibit No. __ (HIS-3)). Approximately 30 QF
representatives attended that meeting and many questions and concerns
were aired. In addition, the Company invited and received further
written commants on the Plan and mailed out additional explanatory

materials after the October 7th meeting.

Following the meeting, the Company continuad to discuss output
reduction plans with a number of interested QFs. As Mr. Dolan’s
testimony makes clear, those efforts succesded in moving two more
Qfs from curtailment Group B into Group A. Also, the Company
carefully reviewed tha written follow-up comments and considered
whether responsive changes to the plan could be made. One such
change was the addition of footnote 6 at page 29 of the Plan to
acknowtedge that individual QFs might prefer to arrange different
outage sharing agreements among themselves and that the Company
generally would not object to such alternative arrangements as fonp as
the Company can dapend upon assured output reductions and the

arrangements are otherwise faeasiole to implement.
The Company was and stifl is willing to0 work cooperatively with its QF
suppliers 10 achieve squitable and effective procedures for operating the

system in minimum load periods.
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Mr. Harper's description of the events that occurred on October 18-19,
1394 indicates that several of the Company’s units -- specifically
Anclote 2, Bartow 2 and the University of Florida unit -- were not cycled
off during that minimum joad emergency because of temporary
equipment problems. How can those decisions be reconciled with the
instructions provided in the Curtailment Plan?

As | have explainad, the Curtailment Plan is designed to achieve fairness
and equity, while simultaneously ensuring safe, reliable and economic
operation of the electric system. While the Plan attempted to narrow
the need for dispatcher discretion, it is neither possible nor prudent to
reamove all elements of judgment and still ensure that the system is
operated soundly. Thus, while the Pian jays out specific procedures and
expresses the Company’s expectations of how the system will be run
under normal conditions, it also recognizes in very clear terms that the
stated procedures will not be construed as hampering the day-to-day
decisions of the Company’s system operating personne!. Uitimately, the
system operates reliably and economically because of the informed

judgment of our highly experienced operating personnael.

The dacisions not to cycle off Anciote 2, Bartow 2 and the University
of Florida unit on October 19, 1994 for sound operationa! reasons
therefore were consistent with and in the furtherance of the Curtailment
Plan’s objectives. As the procedures specified in Appendix C to the

Plan acknowledge, the Plan itself allows for necessary exceptions to be
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made from time to time, so long as they are fully documented at the

time.

It is significant to note the temporary nature of these equipment
problems. These problems at Anclote, Bartow, and the University of

Florida unit have been corrected.

Mr. Harper’s tastimony also notes that several QFs who were asked to
curtail thelr output on October 19, 1994 stated that they were unwilling
or unahle to do so. How do you respond to these concems?

| believe that Florida Power should attempt to be responsive to the QF’s
legitimate operational problems, just as it is with respect to its own
units. If a QF is experiencing a temporary, uncontrollable squipment
problem that prevents it from reducing output without tripping off-line
or causing other physicel damage, then | would expect the system
operating personnel to consider excusing that unit from the Curtailment
Plan on that particular occasion jf they would do so with respect 1o e
similar problem on a Florida Power unit. This judgment should be made

on a non-discriminatory basis.

This does not msean that aill QF requests to be excluded from
curtailments will be accepted. | am referring to non-chronic, mechanical
problems of the type that would prevent cycling of a Company-owned
unit, Moreover, if the problem is reoccurring, it will have to be

addressed in other ways, since one QF's non-compliance with the
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Curtailment Plan means that other QFs must share the impact of the
non-compliance. As | testified earlier, the Company remains witling to
discuss these other types of problems with any affected QF in an effort

to achieve a mutually satisfactory solution.

In order to accommodate a limited measure of flexibility to handle
temporary QF operating problems, are any changes to the Curtailment
Plan required?

No. Although the Curtailment Pian does not specifically carve out any
exceptions, it does, as | previcusly explained, contemplate a measured
degree of discretion by the system operating personnel. | view
temporary but significant QF operating problems of tha type | described
as falling within that band of discretion. As | have aiso stated, equity
and fairness are fundamental objectives of the Curtailment Plan.
Therefora, after evaluating the events that accurred on October 18-19,
1994, | instructed the appropriate personnel at Florida Power’s Energy
Control Center 1o consider these kinds of temporary QF operating
problams as if they were problems on the Company’s own equipment
and to act accordingly. They also have been instructed to documaent
any resulting exception to the normal curtailment practices that
otherwise would have been followed under the Plan. Any parsistant

problems will have 10 be handlied on a case-by-case basis.

Does that conclude your testimony, Mr. Southwick?

Yes.
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INTRODUCTION

REVISED: October 1884

This Handbeok of the FCG Operating Committee contains the Florida Specific
Procedures for both normal and emergency operations under which member
systems are currently operating. This Handbook is intended as a reference
source for use by operating personnel and Committee members.

The FCG Operating Committee accepts the NERC Operating Guides as a basis
for operations. The Florida Specific Procedures contained in this Handbook
were written to either clarify or enhance a specific NERC Operating Guide for
use within the Florida Subregion. The NERC Operating Guides are not
included in this Handbocok, but the Guides are referenced to the applicable
Florida Specific Procedure in the Table of Contents. In cases where there is no
Florida Specific Procedure associated with a NERC Guide, the Guide title and
number is referenced in the Table of Contents to direct the reader to the NERC
manual.

This issue of the Handbook has been restructured into three sections:
Operations, Master Contact List and Administrative. The Operations section
contains the procedures and other information the System Operators routinely
reference, while the Administrative section contains procedures and other
information generally referenced by the Operating Committee. Betweean the
Operations and Administrative sections is the Master Contact List that provides
contact information for operation centers, committee/subcommittee members
and emergency contact personnel. The list is in alphabetical order by Company
name.

A Table of Contents is located in the front of the Operations and Administrative
Sections. Each Table of Contents is divided into major sections (i.e.
GENERATION/INTERCHANGE and TRANSMISSION), with a Main Topic
column containing key words to assist the reader in quickly locating information.
The Handbook pages are consecutively numbered to further assist the reader in
locating information,

Revisions to this Handbock will be identified by the use of 8 vertical bar in the
left margin to indicate lines on the page that have been changed.

FCG DOC REC NO TO0Z477 T3

ML100001
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INTRODUCTION

This Handbook of the FCG Operating Committec contains the guidelines for both
normal and emergency procedures, practices and reports under which member systems are
currently operating. Through these operating procedures, practices, and reports, member
systems attain coordination of their interconnected operation. This Handbook is intended as
2 relerence source for use by operating personnel and Commitice members,

The FCG Operating Committee has accepted the NERC Operating Guide as the basis
| for this Handbook. All future revisions to this handbook will be identified by use of a
vertical bar in the left margin to indicate lines on the page that have been changed. Section
II1 of this Handbook contains the NERC GUIDES followed by a FLORIDA SPECIFIC
PROCEDURE, if one cusrently exists. The FLORIDA SPECIFIC PROCEDURES have
evolved from the coordination of activities of the Florida Operating Committec, now the
FCG Operating Committee, since its formation in 1959. These Florida Specific Procedures
clarify and add to the NERC Guidelines for the Florida subregion.

This Handbook is ordercd into four major sections. Each scction is divided into
several subsections. Each major scction has a tab printed with the section's titic and pumber.
Section I, which contains the Operating Guides, has a printed tab for subsections A through
1. The first page of each of the four major scctions and the first page of subsections D
through I of the Operating Guides (Section 1II) is 2 colored shect which provides a table of
contents for that section or subsection, The top right corner of each page lists the Section
and subsection (i.c. I-B). A subsection may be broker into scveral parts and subparts. When
this occurs, sn extension (i.c. ITI-E.62) is added. Page numbers of the major sections arc
located in the center bottom of each page. Each section is numbered sequentially beginning
with page 1.
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FCG MEMBERSHIP

The following is the membership list of the Florida Electric Power Coordinating
Group. Members of the Operating Committee are shown with an asterisk preceding the
utility's name.

FCG GUIDELINES FOR MEMBERSHIP TO THE OPERATING COMMITTEE

Any FCG member that employs automatic generation control, and which owns and
controls generating units whose capacity, in conjunction with any purchase of firm capacity,
is sufficient to serve its own load and provide an adequate operatinog reserve. and whose
eicctrical system is normally operated directly interconnected with other such systems may be
a member of the Operating Committee by request to the Exccutive Committee of the FCG. 1o
addition, the Operating Committce will consist of one (1) respresentative selected by the
municipal and other government-owned electric systems not otherwise qualified and one (1)
representative selected by the rural electric cooperative systems not otherwise qualified and
such other representatives selected by the Execntive Commitiee not otherwise qualified.

INVESTOR-OWNED UTILITIES

*Florida Power Corporation, St. Petersburg

*FPL, Miami

Florida Public Utilities Company, Fernandina Beach
*Gulf Power Company, Pensacola

*Tampz Electric Company, Tampa

MUNICIPAL UTILITIES

*Florida Municipal Power Agency, Orlando
*Fort Pierce Utilities Authority, Fort Pierce
*Gainesville Regional Utilities, Gainesville
*City of Homestead, Homestead
*Jlacksonvilie Electric Authority, Jacksonville
$Utility Board of the City of Key West, Key West
*Kissimmee Utility Authority, Kissimmee
*City of Lake Worth Utilities, Lake Worth
*City of Lakeland, Lakeland
*Utitities Commission of New Smyrna Beach, New Smyrna Beach
City of Ocala, Ocala
*COrlando Utilities Commission, Orlando
*Reedy Creek , Lake Buena Vistz
*City of St. Cloud, St. Cloud
| Sebring Utilities Commission, Sebring
*City of Starke, Ssarke
*City of Tallahassee, Tallzhassee
*City of Yero Beach, Vero Beach

* Denotes FCG Operating Committee Members
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COOPERATIVE UTILITIES

Alabama Electric Cooperative, Inc., Andalusia, Alabama
Central Florida Electric Cooperative, Inc.. Chiefland
Choctawhaichee Electric Cooperative, Inc., DeFuniak Springs
Clay Electric Cooperative, [nc., Keystone Heights

Escambia River Electric Cooperative, Inc., Jay

Glades Etectric Cooperative, Inc., Moore Haven

Lee Country Electric Cooperative, Inc., North Fort Meyers
Okefenoke Rural Electric Cooperative, Inc., Nahunta, Georgia
Peace River Electric Cooperative, Inc,, Wauchula
*Semianole Electric Cooperative, Inc., Tampa

Sumter Electric Cooperative, Inc., Sumterville

Suwannee Valley Electric Cooperative, Inc., Live Oak
Talquin Electric Cooperative, Inc., Quincy

Tri-County Electric Cooperative, Inc., Madison
Withlacoochee River Electric Cooperative, Inc., Dade City

*Denotes FCG QOperating Committee Members
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DESCRIPTION OF THE FCG

. The FCG is 3 non-profit corporation funded by membership dues. Thirty-cignt
| electric utilities, consisting of five investor-owned, cightcen municipal and (iftecn rural
eleciric cooperative, make up the organization. The members account for nearly 100 percent
of the clectric generation and transmission capabilities within Florida.

The FCG is the product of the willingness and ability of Florida's electric utilities 10
work together toward a common gozl of providing a reliable, adequate supply of electri:
power at the lowest possible cost consistent with environmental standards. Voluntary
cooperation has led to improvements in procedures, production, and service activities.

A basic philosophy of the FCG is sharing ideas and maintaining open lines of
communication to all interested parties. This extends 1o government agencies, requlatory
bodies. environmental groups, media and the public. Member utilities benelit through opzn
communication by kecping cach other up-to-date on new technology, key issues or emergng
concerns.

Each utility volunteers specialists in various areas of cxpertise to scrve on FCG
committees. The committees have regularly scheduled meetings on a one to two month basis
10 enable cxploration of ideas and creatc solutions to the varied problems and chailenges that
face the utility industry.

Changes in the cconomic, social, political, and technical arenas pui different pressures
on the electric utility industry. Through the FCG, members continually meet and together
assess and plan for tomorrow’s energy needs,
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FLORIDA SPECIFIC FROCEDURE DEFINITION OF TERMS

Al Criteria - The ACE must return to zero within ten minutes of previcusly reaching zero.

Violations of this criteria count for each subsequent ten-minute period that the ACE {ails to
return 1o zero,

A2 Criteria - The average ACE for cach of the 6 ten-minute periods during the hour (i.e., for the
ten-minute periods ending at 10, 20, 30, 40, 50 and 60 minutes past the hour) must be within
specific limits, referred to as Ld, that are determined from the control area's rate of change of
demand characteristics.

Control Surveys - These surveys serve the purpose of revealing control equipment malfunctions,
telemetering errors, improper frequency bias settings, scheduling errors, inadequate generation
under automatic generation control, general control performance deficiencies, or other factors
contributing to inadequate control performance.

Florida Economy Broker - The system uscd to match the least cost seller with the highest avoidced
cost buyer {or hourly economic energy transactions,

Inadvertent Payback - The scheduling of energy between two or morc control areas with
inadvertent interchange balances of opposite signs. The cooperating arcas’ operators have to
enter of {serting schedules into their AGC controllers but not into the accounting sheets,

Manua! Load Sheddieg - The reduction of Electrical load due to actions taken by the System
Operator.

Yolt-Amperes Reactive {(VAR) - Volt amperes that provide the electric {ields needed 1o make
equipment work.

Economic Dispatch - The optimal generator loadings to minimize the total production cost to
meet 1024 and interchange requirements.

Time Error - The difference between local time and the Natiopal Burcau of Standards time

Underfrequency Load Shedding - Automatic reduction of electrical load based on predetermined
set points on underfrequency relays.
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FLORIDA SPECIFIC PROCEDURE
RESERVE CAPABILITY
OPERATING RESERVE REQUIREMENTS
Al Operating Reserves should be maintained by the combined systems at a value equal

to or greater than the joss of generation that would result from the most severe
single contingency.

B. The combined systems should provide an amount of Spinning Reserve cquai to or
greater than 25% of the amount of Operating Reserves provided by the combined
systems. This Spinning Reserve should be automatically responsive to & {requency
deviation from normal.

C. Each system should provide an amount of Spinning Reserve, responsive to
automatic generation control, which is sufficient to provide normal regulating
margin.

D. Operating Reserves must be fully applicable within ten minutes.

Each system’s Operating Reserve allocation should be available to the other systems
and not be restricted by transformer, ling, or other limitations.

ALLOCATION OF STATE OPERATING RESERVES

The Operating Reserve and the Spinning Reserve requirements, (the minimum values
specified in Paragraph 1), are allocated among the participants ip proportion to cach
participant’s maximum demand for the preceding year and the summer Gross SERC
Capability of its largest unit or ownership share of a joint unit, whichever is greater,
Fifty percent is aliocated on the basis of demand and fifty percent on the basis of the
summer Gross SERC Capability of the largest uait.

A. Operating Reserve should be maintained by the combined systems at & value equal
to or greater than the summer Gross SERC Capability rating of the largest
gcnerating wnit in service.

B. At least 25% of the Operating Reserves shall be Spinning Reserve which is
automatically responsive to a frequency deviation from normal

Example: If a system's Operating Reserve allocation is 100 MW:
Opecrating Reserve = 100 MW

Actual Spianing Reserve = 30 MW
Required Minimum Nonaspinning Reserve = 100 MW -30 MW = 70 MW

48
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C. A system may arrange with other systems to carry its Operating Reserve altocation

so long as that reserve meets the FCG definitions and is not restricted by
transmission or other constraints.

D. FCG shall compute the Operating Reserve allocations. Each system shall transmiq
to the FCG office the following information by February 15th of each year:

- the previous year's peak hour Net Energy for Load

- the current partial requirements contract obligation with systems that
schedule partial requirements, if the partial requirements contract requires
that the provider supply operating reserves.,

- the summer Gross Capability of its largest unit or ownership share of a
joint vnit, whichever is greater

The allocations will be calculated annuvally and published by March Ist of cach
year.

A change in the capability of the largest unit in peninsular Florida, that will last
for 7 days or longer, should be reported immediately and the Opersting Reserves
recalculated,

When a system’s largest unit is expected to be out of service or its capability
limited significantly for 7 days or longer, it should be reported immediately alonp
with the estimated return date. Operating Reserves will be recalculated upon
receipt of this information. A recalculation of the Qperating Reserves will be
performed on the estimated return date uniess the urility notifies FCG of a revised
return to service date.

Recalculated values shall be transmitted by Message System for jmmediate use and
confirming copy shall be maited to each system.

See the following page for sample calculations.

E. If a utility’s total reserve gllocation changes by 5% the operating reserve allocation
methodology will be readdressed if the utility makes the request.

USE AND RESTORATION OF STATE OPERATING RESERVES

Operating reserves shall be made available for up to 30 minutes following a disturbance.
Within 30 minute: after the disturbance, the deficient utility shal] either replace the
gencration loss with its own resourcss or purchase sufficient capacity, if needed, to serve
its own system requiremeats plus Statec Operating Reserve allocation. If sufficient
capacity is not available to re-establish such reserves, then the deficient utility should re-
establish its share of the State Operating Rescrves as soor as practical. All interchange
schedules should be fully implemented prior to the end of the 30 minute period such that
State Operating Reserves will be fully restored after 30 minutes. All coergy flows
associated with the utilization of Operating Reserves shall be treated as inadvertent
ene¢rgy, and no transmission service charges shall be applicable to this inadvertent cnergy,
uaiess otherwise specified in bilateral contracts.

48
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PERFORMANCE REVIEW
Following the occurrence of generation loss, a review is made by the State Coordinator of

the combined systems® response to determine compliance with established Control
Performance Criteria. - If poor performance is observed, it is brought to the attention of

the Operating Committee for review and analysis, Where warranted, the Performance

Subcommittee is assigned to make a [ull investigation.

49a
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NORTH AMERICAN ELECTRIC RELIABILITY COUNCIL
OPERATING GUIDES

INTRODUCTION

The NERC Operating Guides (Guides) are desigted to promote coordinated operation
among interconnected systems and to achieve high levels of interconnected sysiems reliability and
control. The Guides specify how the basic operating policy of the NERC Operating Commirtee,
contained in the Reliability Criteria for Interconnected Systems Operation (Criteria), is 1o be
implemeated. The Criteria and Guides are based on established technical rationale and mature
operating experience and judgment. System operator input is vital to the establishment and
maintenance of good operating policy. The Criteria and Guides are reviewed and updated by the
Operating Committee as necessary with present and future Interconnection and system requirements
in mind.

In practice, certain Guide statements are more essential to reliable Interconnection
opesation than others. Therefore, the Guide statements bave been classified as either Operating
Requirements or Operating Recommendations.

A NERC Operating Requirement is a written statement, adopted under the NERC
Operating Committee voting procedures, that describes the obligations of a control area and
systems functioning as a part of a control area. An Operating Requirement may also specify
whether there will be monitoring for compliance.

A NERC Operating Recommendation is 8 written informational statement, adopted
under the NERC Operating Committee voting procedures, descnbing good operating practices that
should be followed by a control area and systems functioning as part of a control area. The
application of recommendations may vary among control areas to cover local conditions and
individual system characteristics.

The Guides are organized the same as the Criteria. A Criteria reference statement,
extracted from the Reliability Criteria for Interconnected Systems Operation, is found at the
beginning of sach Guide subsection. Requirements, Recommendations, and Background categories
are also included in each Guide subsection. A glossary of terms precedes the Guides; an appendix
and revision procedure follow the Guides.

Refer to the Relisbility Criteria for Interconnected Systems Operation for the complete
set of Criteria suatements,

NERC November 27, 1990
ML102097
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TERMS USED IN THE GUIDES

Anti-Aliasing Filter An analog filter installed at a metering point to remove aliasing errors trom the
data acquisition process. The filter 1s designed to remove the high frequency
components of the signal over the AGC sample period

Adequate Regulating Margin The minimum on-linc capacity that can be increased or decreased o
aliow the system to respond 10 all reasonable demand changes in order to be in
compliance with the Control Performance Criteria.

Adjacent System or Adjacent Control Area Any system or control area either direct!y interconnccted
with or electrically close 10 (so as to be significantly affected by the existence of)
another system or control area,

Area Control Errer (ACE) The instantaneous difference between actual and scheduled interchange,
taking into account the effects of frequency bias (and time ervor or unilateral inadvertent
if automatic correction for either is part of the system's AGC).

Automatic Generation Contro} (AGC) Equipment which automatically adjusts a control area’s
generation from a central Jocation to maintain its interchange schedule plus frequency
bias.

Bulk Electric System The aggregate of electric generating plants, transmission lines, and related
equipment. The term may refer 1o those facilities within one electric utility. or within a
group of utilities in which the transmission lines are interconnected.

Capacity Emergency A capacity emergency exists when a system’s or pool's operating capacity. plus
firm purchases from other systems, 1o the extent available or limited by transfer
capability, is inadequate to meet its demand plus its regulating requirements.

Commooly or Jointly Owned Units (COU/JOU) These terms may be used interchangeably to refer to
a unit in which two or more control areas share ownership.

Centract Intermediary Control Area A NERC contro! area that has connecting facilities in the
scheduiing path between the sending and receiving control arcas and operating
agreements which establish the conditions for the use of such facilities.

Control Area A system which regulates its generation in order to mantain its interchange schedule
with other systems and contributes its frequency bias obligation to the iaterconnection

Demand The rate at which energy is being used by the customer.

Disturbance . Any perturbation to the electric system. 2. The unexpected change in ACE that
exceeds 3 times L, which is caused by the sudden loss of generation or interruption of
load.

Dynamic Schedule A telemetered reading or value which is updated in real tsme and which ts used as a
schedule in the AGC/ACE equation and the integrated value of which is treated as a
schedule for interchange accounting purposes. Commonly used for “scheduling” jointly
owned generation 10 or from another control area.

NERC -1- May 24, 1994
ML102098
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TERMS USED IN THE GUIDES

Eaergy Emergency An encrgy emergencs enists when a system or poot does not have an adequale fuel
supply (including water for hydro units) to provide its customers’ expected energy
requirement over a given perind

Frequency Bias Setting A value, in MW 0.1 Hz. set inlo a control area's AGC equipaient to represent a
control area's response to deviation from scheduled frequency.

Host Control Area The contro! areas{s) within whose metered boundaries a jointly owned unit is
physically located.

Hourly Value Data measured on a clock-hour basis.

Inadvertent Interchange The difference between the control area's net actual interchange and
net scheduled interchange.

Interconnection When capitalized, any one of the four bulk electric system networks in Nort!
America: Eastern, Western, ERCOT, and Québec. When not capitalized. the facilities
that connect two systems or controf areas.

Interruptible Load Demand that can be interrupted by direct action of the supplying system's system
operator in accordance with contractual provisions.

Leap Second A second of time added occasionally by the Nationa) Bureau of Standards to correct for
the offset between the clock-hour day and the solar day.

Load The amount of electric power delivered or required at any specified point or points on a system.
Joint Control Automatic gencration controd of jointly owned units by two or more control areas.

Metered Value A measured clectrical quantiry that may be collected by telemetering, SCADA, ar other
means.

Neighboring System Sec Adjacent System
Net Energy for Load Net system generation plus interchange received minus interchange delivered.

Non-spinning Reserve That operating reserve not connected to the system but capable of serving
demand within a specified time. or interruptible load that can be removed from the
system in a specified time.

Operating Reserve That capability above firm system demand required to provide for regulation, load
forecasting error, equipment forced and scheduled outages and local area protection. It
consists of spinning and non-spinning reserve.

Operating Security The ability of a power system to withstand or limit the adverse effects of any
credible contingency to the system including overloads beyond emergency ratings,
excessive or inadequate voltage, loss of stability or sbnormai frequency deviations.

NERC -2- Maey 24, 1994
ML10209%
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TERMS USED IN THE GUIDES

Osverlap Regulation Service A method of providing regulatton servace in which the control area
providing the regulation sen ice incosporates all ol the ather control area's ke lines and
schedules into its own AGC ACE equatton

Pseudo-Tie A telemetered reading or value which is updated in real time and which s used as a te hne
flow in the AGC/ACE equation but for which no physical tie or energy metering actual
exists. The integrated value 1s used as a metered MWh value for interchange accounting

purposes.
Region One of the NERC Regional Reliability Councils.

Regulation Service The process whereby one control area contracts to provide corrective response to all
or a portion of the ACE of another control area. The controlling utility assumes the
obligation of meeting all applicable control criteria as specified by NERC. Adjustments
to control parameters shall be per applicable NERC Operating Guides. Control may be
transferred by transmittal of an ACE quantity or the transmittal of the actual ue flows
and corresponding schedules (see Overlap Regulation Service and Supplemental
Regulation Service).

Subregion A portion of a Region.

Supervisory Control and Data Acquisition (SCADA) A system of remote control and telemetry used
1o monitor and controi the transmission system.

Special Protection System A protection system designed to perform functions other than the isolation
of electrical faults. Also called "remedizl action scheme.”

Spinning Reserve Unloaded gencration which s synchronized and ready to serve additional demand

Station Service The electric supply for the ancillary equipment used to operate a generaling station or
substation.

Station Service Generator A generator (usually found in hydro plants) used to supply electric energy
for station service equipment.

Supplemental Regulation Service A method of providing regulation service in which the control area
providing the regulation service receives a signal representing al! or a portion of the
other control area’s ACE.

System A combination of generation, transmission, and distribution components comprising an electric
utility, or group of urilities.

System Operator A person whoe apersates the electric system.

NERC -3- May 24, 1994
ML10210CN
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GUIDE 1. SYSTEMS CONTROL

A. GENERATION CONTROL

Criteria Refcrence

Euch control area shall operaie sufficient generating capucin undvr automatic control to meet 1s
obligation to continunusiy balance its generation and interchange schedudes (o us lvad it shall also
provide its proper contribution to interconnection frequency regulation.

Requirements

1. Ailload. peneration. and transmission operating in an Interconnection must be included within the
metered boundaries of a control area.

!‘J

Automatic Generation Control {AGC) shall compare totai net actual interchange to total net

schedulied interchange plus frequency bias contribution to detenmine the control area’s Area
Control Error (ACE), and respond to retum the ACE 1o 2¢ero.

3. Eachcontrol area shall maintain generating regulating capability . synchronized to the
Interconnection, that can be increased or decreased by AGC to provide for adequate system
regulation and Controt Performance.

4, Each control area shall operate its AGC on tie-line frequency bias, unless such operation is
adverse to system or Interconnection reliability. The requirements for tie-line bias control follow .

4.1,

NERC

The control area shall set its frequency bias (cxpressed in MW/0.1 Hz) as close as practical
to the control area’s frequency response characteristic. Frequency bias may be calculated
several ways:

4.1.1.

4.1.3.

A fixed frequency bias value may be used which is based on a fixed, straight-
line function of tie-line deviation versus frequency deviation. The fixed value
shall be determined by observing and averaging the frequency response
characteristic for several disturbances during on-peak hours.

A variable (linear or non-lincar) bias value may be used which is based on a
variable function of tie-line deviation to frequency deviation. The variable
frequency bias value shall be determined by analyzing frequency response as it
varies with factors such as load, generation. governor characteristics, and

frequency.

Control areas that use dynamic scheduling and/or pseudo-ties for jointly owned
units must reflect their respective share of the unit governor droop response into
their respective frequency bias seting. Fixed schedules for jointly owned units
mandates that the control area that contains the jointly owned unit must
incorporate the respective share of the unit governor droop response for any
control area(s) that has a fixed schedule. The controf area(s) that have a fixed
schedule but do not contain the jointly owned unit shou!d not include their
share of the govemor droop response in their frequency bias setting.

-1.1- May 24, 1994
ML.102101
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12 The Performance Subcommittee shall set demonstration and performance standards for
whichever frequency bias method is used.

421 In no case shall the monthly average frequency bias be less than 1% of the
control area's estimated vearly peak demand per 0.1 Hz change as described in
the Control Performance Criteria Training Document

422, A contro| area that is performing overlap regulation service will increase its
frequency bias setting to match the frequency response of the entire area being
controlled. A control area that is performing suppiemental regutation senice
shall not change its frequency bias setting.

4.3.  Each control area must be able 10 demonstrate and verify to the Performance
Subcommittee that its frequency bias setting closely matches its system response.

44.  Each control 2rea shall review its frequency bias settings by January | of each year and
recaiculate its setting to reflect any change in area frequency response characieristic.

440 The bias setting, and the method used to determine the serting, may b~ changed
whenever any of the factors used to determine the cumrent bias value change.

442 Each control area shall report its frequency bias setting, and method for
determining that setting, to the Performance Subcommittee.

4.5 It is the responsibility of the control area providing regulation service to notify the entity
for whom it is controlling if it is unable 10 provide the service.

Recommendations
t AGC should remain in operation as much of the time as possible.

2 AGC may be suspended at frequencies above 60.2 Hz or below 59.8 Hz if continued control would
result in generation changes that could endanger system reliability.

3 Turbine governors and control systems, including AGC. and HVDC contro! systems should be
checked periodically to verify their correct operstion.

3. Turbine governors and HVDC controls, where appticable, should be allowed to respond to system
frequency deviation, unless there is a temporary operating problem.

5. The utility should establish normal and emergency rates of response for each generator and HVDC
terminal

6. Load-limiting devices shouid be applied only to restrict the extent of load change which might
have an adverse effect on the generator or jeopardize transmission security.

7. Regulating margin should be distributed over as many units as possible.

8. Each control area should plan for future adequate control performance to meet expected changes
in load characteristics and daily load patterns.

NERC -1.2- May 24, 1994
ML.102102
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9. All generating units of consequential size, including jointly owned units capable of regulatng

should be equipped with AGC 10 ensure that the control area can continuousty balance its
generation with its demand plus net scheduled interchange

10.  Data acquisition for and celculation of ACE should occur at least every four seconds

1. Generating units with nameplate ratings of 10 MW or greater should be equipped with governoss
operational for frequency response unless restricted by regulatorn mandates.

12, All turbine-generators equipped with governors should be capable of providing immediate and
sustained response to abnormal frequency excursions. Governors should provide a 5% droop
characteristic. Governors should. as a minimum, be fully responisive to frequency deviations
exceeding £ 0.036 Hz.

13.  Turbine control systems that provide adjustable limits to governor valve movement (valve posstion
limit or equivalent) should not restrict travel more than necessary to coordinate boiler and turbine
response characteristics.

Background

Accurate and adequate generator control helps reduce time error, frequency deviations, and
inadvertent interchange within the Interconnection.

Each control area will respond to frequency deviations according to its system response
characteristic., Most of this response will be reflected in the contro] area's net tie flow to the
Interconnection. By monitoring the interchange deviation from schedule. the frequency deviation from
schedule, and by using the control area’s frequency response characteristic, the control area, through its
AGC, can determine whether the imbalance in load and gencration is intemai or external to its control
arca. If internal, the AGC will adjust the generation to correct the imbalance. If external. no AGC action
should occur: however, the system frequency response to the deviation should be allowed to continue
until the external system with the generation surplus or deficiency corrects fits imbalance and returns the
frequency to schedule. Until actual system response can be continuously measured. it must be estimated
This estimate is the tie-line frequency bias setting. The closer the tie-line frequency bias matches the
actual system frequency response, the better the AGC will be able to distinguish interal and external
imbalances and reduce the number of unnecessary control actions. Therefore, the basic requirement of
tie-line frequency bias is that it match the actual system response as closely as practicable,

NERC -L3- May 24, 1994
ML10210)
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B. VOLTAGE CONTROL

C'riteria Reference

Each system und control area shall operate capacitive and inductive reaciive resources of proper
levels 1o maintamn svstem and interconnectior: voltages within established high and low limus  Reactive
Keneration schedulg. transmission switching und load shedding, if necessary shall be implemented 1o
muintain these levels. £ach system and conmrol area shall maintain adeguate Mvar reserve resources to
suppari its voltage under credible contingen conditions.

Requirements

1. Devices used to regulate transmission 1 oltage and reactive flow shall be avaitable for use by the
system operator.

[

System operators shall monitor transmission system voltage for deviation from prearranged voltage
levels and take corrective action to keep voltages within allowabie limits.

2.1, Prearranged voltage levels. reactive control equipment settings. and changes in transmission
configuration shall be coordinated with neighboring systems

2.2.  Transfer or interchange limits shall reflect voltage or reactive restrictions.

23.  System operators shall monitor and keep reactive power flow within established [imits on tie-

lines.
Recommendations
1 Important transmission lines should be kept in service during light-load periods as much as possible.

They should be removed from service for voltage control measure only after all reactve control
measures are fully implemented and appropriate studies indicate that system reliabilin will not be
degraded below acceptable levels.

[ 3 ]

Automalic voitage regulators and power system stabilizers on generators and synchronous condenscrs
should be kept in service as much of the time as possible.

1wl

Devices used to regulate transmission voltage and reactive flow should be switchable without
deenergizing other facilities.

4 When a generator's automatic voltage regulator is out of service. field excitation should be maintained
at a {evel adequize for stable operation.

5 Systems with de rransmission facilities should utilize reactive capabilities of converter terminal
cquipment for voltage control.

NERC -1.4- May 24, 1994
ML102104
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C. TIME AND FREQUENCY CONTROL
Criteria Reference

Interconnection frequency shall be scheduled at 60 Hz and controlled to that value except for those
periods in which frequency deviations are scheduled to correct ume error

Operating limits for frequency deviation and time error shall be established with interconnection
reliahility as first priority.

Each control area shall participate in interconnection time error correction.

Control areas which are operating in parallel shall select one control area 10 monitor time error for
the imerconnection and 10 issue time error correction orders.

Requirements
1. Each Interconnection shall designate an Interconnection Monitor who shall monitor time error and

shall initiate or terminate corrective action orders when time error reaches predetermined limits as
shown in Appendix 1.C.

!J

Time ervor comrections shall start and end on the hour or half-hour, and notice shall be given at least
twenty minutes before the time error correction is to start or stop.

3. Time error correction notifications shall be serialized alphabetically on a monthiy basis.
4. The time ervor correction offset shall be applied by either of the following two methods:
4.1.  The frequency schedule may be offset by 0.02 Hz, leaving the bias setting normal, or

42.  Ifthe control frequency base setting cannot be offset, the Net Interchange schedute (MW)
may be offset by an amount equal to the computed bias contribution during a 0.02 Hz
frequency deviation {i.e., 20% of the frequency bias setting).

3. A Regional Moniter shall be designated through which time error correction notifications originating
with the Interconnection Monitor will be routed to each system in the Region by way of established
Time Notification Channels.

6.  The Interconnection Monitor shall periodically issue a notification of time errer, accurate to within
0.1 second, to the Regional Monitors to assure uniform calibration of time standards.

7. Using the Time Notification Channels, the Regional Monitors shall, each hour, on the hour. notify all
systems within their respective Regions of the accumulated time error within 0.1 second. Time error
notification shall be accompanied by the slphabetic designator if a time error corvection is in progress.

8. Each control area shall at ieast annually check and calibraie its time ervor and frequency devices
against a common reference.

9. When pi_'xe.pr. more control areas has been separated from the Interconnection, upon reconnection, they
shail adjust their time error devices to coincide with the Interconnection by one of the following
methods:

NERC -LS- May 24, 1994
ML102105




FPSC Docket No. 941101-EQ
FPC Witness: SOUTHWICK

GUIDE I. SYSTEMS CONTROL E"’"b;; N°«23__ , (HIS-1)
C. TIME AND FREQUENCY CONTROL ge 23 of 35

9| Befare connection. the separated area may institute 3 Time Error Carrection Procedure to
correct its accumulated time ereor 10 coincide with the indicated time error of the
Interconnection Monstor. or

9.2 After interconnection. the time error devices of the previously separated area may be
recalibrated to coincide with the indicated time error of the [nterconnection Monitor. A
notification of adjusted tirne error shall be passed through Time Notefication Channels as soon
as possible after interconnection.

10.  Standards of allowable time error are found in Appendix [.C.
Recommendations

. The control areas of an Interconnection may implement automatic time ervor control as a part of their
AGC scheme.

1.1.  If automatic time error correction is used. all control areas of the Interconnection shouid
participate.

1.2, Automatic time error control should be suspended whenever an announced time correction is
in progress.

2. Systems using time ervor devices that are not capable of automaticaily adjusting for leap-seconds
should arrange to receive advance notice of the leap-second and make the necessary manual
adjustment in 2 manner that will not introduce a disturbance into their control system.

Background

The difference between load and generation results in frequency deviations from 60 Hz. and the
integrated deviation appears as a departure from correct time.

The satisfactory operation of the Interconnected systems is dependent. in part. upon accurate
frequency transducers and recorders and time ervor devices associated with AGC
equipment.

NERC 1.6 May 24, 1994
ML102106
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GUIDE I. SYSTEMS CONTROL

n. INTERCHANGE SCHEDULING
Criteria Reference

Scheduding power between control areas shall be done through transmussuon paths established by
cnntract or vwnership

The nes amount of interchange scheduled between control areas shall not exceed the muetually
established transfer Limits of the common terconnections and alternate paths which have been arranged
Jor between the parnes  When establishing normal and emergencs iransfer limits. the sending, contraci
intermediury. and receiving comrol areas shall consider the effect of power flow through their own and
other parallel systems or control areas based on mutually accepible rehabiliry eriteria. In ne case shatt
the scheduled power berween two control areas exceed the total msialled capacity of owned or arranged-for
transmission facilities between the two control areas.

Schedule changes shall be made at a time and rate agreeable 1o both the supplier and receiver and
within the capahility of each to conrrol the change.

Requirements

l. Interchange shall be scheduled only between control areas having directly connecting facilities in
service unless there is 2 contract or mutual agreement with other control areas 1o provide co-necting
facilities.

2. interchange schedules or schedule changes shall not cause any other system to violale established

reliabilans criteria.

2.1. When control areas are connected so that parallel flows present reliability issues, the
combinations of control areas shall develop multi-controi area interchange monitoring
techniques and pre-determined corrective actions 1o mitigate or alleviate potential or actual
transmission system overloads

2.2, Transfer limits shall be reevaluated and interchange schedules adjusted as soon as practicabie
if transmission facilities become overloaded or are out of service. or when changes are made
10 the buik system which can affect these limits.

3. The maximum net scheduled interchange between two control areas shali not exceed the lesser of two
values,

31 The tota! capacity of the transmission facilities ia service between the two control areas
owned by them or available to them under specific arrangements, contracts, or mutual
agreements, or

NERC -L.2- May 24, 1994
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32 The mutually established Farst Contingencs Total Transfer Capabliny of the two control areas

considering other transmisston facilities available 10 them under specific arrangements. First
Contingency Total Transfer Capability is defined in Appendin | D . Transfer Capabilin 4
Reference Document, NERC October 1980

4 The sending. contract intermediary, and receiving control areas that are parties to a interchange
transaction shall agree on the following:

14 The schedule’s magnitude, starting and ending times

4.2.  The schedule’s magnitude and rate of change shall be equal and opposite and not exceed the
ability of the systems to effect the change.

4.3.  The scheduled generation in one control area that is deliv ered to another control area must be
scheduled with 2ll intermediate control areas unless there is a contract or mutual agreement
among the sending. contract intermediary, and receis ing control areas to do otherwise.

5. Control areas shall develop procedures to disseminate information on interchange schedules and

facilities out of service which may have an adverse effect on other control areas not involved in the
scheduled interchange and the involved parties shall predetermine schedule priorities, which will be
used if a schedule reduction becomes necessary.

Background

Scheduled interchange must be coordinated between control aseas to prevent frequency deviations
and accumulations of inadvertent interchange, and prevent exceeding mutualiy esiablished transfer hmuts

E. CONTROL PERFORMANCE CRITERIA

Criteria Reference

The Control Performance Criteria define a standard of mmimum control performance. Each contro!
area is to have the best operation abave this minimum that can be achieved within the bounds of reasonable
economic and physical limitations.

Requirements

i Two criteria shail be used to continually monitor control performance during normal conditions (See
the "Control Performance Criteriz Training Document.” Section 2 {)

NG

1.2.

Al Criteria - The ACE must return to zero within ten munutes of previously reaching zero.
Violations of this criteria count for each subsequent ten-minute period that the ACE fails to
retum 1o zero.

A2 Criteria - The average ACE for each of the 6 ten-minute periods during the hour (i.¢ . for
the ten-minute periods ending at 10, 20, 30, 40, 50, and 60 minutes past the hour) must be
within specific limits, referred 10 as L, that are determined from the control area’s rate of
change of demand characteristics. See the “Control Performance Cniteria Training
Docurnent,” Section 2.1.2.1 for the metheds for caiculating L.

2 Two criteria shall be used to continually monitor control performance during disturbance condations
(See the "Control Performance Criteria Training Document.” Sectton 2.2

NERC

-1.8- May 24, 1994
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2 B1 Criterra — The ACE must return to zero within ten menutes toltosing the start of the

dasturhance.
2.2, B2 Criteria — The ACE must start {0 retum to zero within onc minute {ollowing the stan of
the disturbance.
3. The ACE used to determine compliance 3o the Control Performance Critersa shalt reflect its actual

value. and exclude short excursions due to transient telemetening problems or other wnfluences such as
control algorithm action.

4. All control areas shall respond to control performance surveys that are requested by the Perfonnance
Subcommittee.

Recommendations
i.  Each control area shouid be in compliance with the A1 and A2 Criteria at least 90% of the time.

Background

Control performance is the degree to which a control area matches its gencration to its demand plus
scheduled interchange taking into account the effects of frequency bias. The NERC Operating Committee
has established the Control Performance Criteria (CPC) which include standards of acceptable control
performance. The CPC establish minimum standards for control performance and provide a means 1or
measuring the relative control performance of each control area. While these standards define the minimum
acceptable performance, each control area shall meet and strive 10 exceed these standards.

F. INADVERTENT INTERCHANGE MANAGEMENT
Criteria Reference

Each control area shall. through daily schedule verification and the use of reliabie metering
equipment, accurately account for inadvertent interchange Recognizing generation and load patterns. each
control area shall be aciive in preventing unintentional inadvertent interchange accumulation Each
control area shall also be diligent tn reducing accumulated inadvertent balances 1n accordance with
Operating Comm:itee procedures.

Lach control area interconnection point shall be equipped with a common AMWh meter. with readings
provided hourly ai the control center of both areas.

NERC -L.9. May 24, 1994
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Requircments

L

!J

Inadvertent interchange shall be calcufated and recorded hourly and may accumulate as a credit or
debit to the control area. (See the Inadvertent interchange Accounting Traiming Document )

Allintecconnections shall be included in the inads entent interchange account Interchange served
through jointly owned facifities and interchange with borderbine customers must be properly taken
Into account.

3. Inadvertent interchange accumulations shail be paid back by one or both of the following methods.
3.1, Method | — Inadvertent interchange accumulations mas be paid back by scheduling

interchange with another control area,

3L The other control area must have an inadvertent accumulation in the opposite
direction.

312 The amount of inadvertent payback scheduled shall be agreed upon by all involved
sysiems.

3.2 Method 2 — Inadvertent interchange accumulations may be paid back unilaterally by
offsetting tie-line schedule when such action will aid in correcting the existing time eror.

3.2.1 If time is slow and there is a negative accumulation (undergeneration), the AGC
may be offset to overgenerate and pay back snadvertent interchange accumulation
and reduce time erros.

322 If time is fast and there is 2 positive accumulation (overgeneration), the AGC may
be offset to undergenerate and pay back inadvertent interchan ge accumulation and
reduce time error.

3213 AGC offset may be made by either offsetting the frequency schedule up 10 0.02
Hz, leaving the bias setting normal or offsetting the net tie-line schedule by up 10
20% of the control area’s bias or $ MW, whichever is greater

324 Inadvertent payback shall end when either the time error ts zero or has changed
signs, the accumulation of inadvertent interchange has been corrected to zeso. or a
scheduled time error correction begins, which takes precedence over offsetting
frequency schedule to pasy back inadvertent

3.2.5. Control areas within Interconnections using automatic ime error control
techniques shall not use Method 2 to reduce their accumulations of inadvertent
Method | is the only acceptable way for these control areas to manually reduce
their accumalations of inadvertent.

3. Inadvertent interchange accumulated during "on-peak” hours shal! be paid back during "on-peak”
hours. Inadvertent interchange accumulated duning "off-peak” hours shall be patd back durning
“off-peak” hours.

5. Each control area shall submit 2 monthly summary of inadvertent mterchange as detailed in Appendix
L.F.. "Inadvertent Interchange Energy Accounting Practices ®

NERC -1.10- May 24, 1994
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RELIABILITY CRITERIA
FOR INTERCONNECTED SYSTEMS OPERATION

PREAMBLE
OBJECTIVES AND RESPONSIBILITIES

The objectives of the Operating Commitise (OC) of the North American Electric
Reliability Council (NERC) are to promote the reliable operation of the interconnected electric
systems in North America, establish criteria and guides for interconnected systams operation, and
provide a forum for the coordination of interconnected systems operation. These objectives will
be achieved through operating policies and procedures developed by the Operating Commitiee
and approved by the Regions.

The NERC Operating Manual contains the NERC Reliability Criteria for
Interconnected Systems Operation {Criteria) and the NERC Operating Guides (Guides) which are
statements of operating policies, procedures, and practices designed o promots coordinated
operation among interconnected systems and 1o assure that high levels of interconnected systems
reliability and conirol are efficiently and continuously achieved. The Criteria establish the
Operating Committee’s basic operating policy. The Guides specify how this policy is to be
implemented. The Criteria and Guides are based on established technical rationale and mature
operaling experience and judgment. They are reviewed and updated by the Operating Committee
as necessary with present and future Interconnection and system requirements in mind.

All systems share the benefits of interconnected systems operation and, by their
volumary association in NERC, they recognize the need and accept the responsibility to operate
in a manner that will enhance interconnected operation and not burden other intarconnected
systems. Responsibility to observe the Criteria and Guides and to contribute to their continued
improvement exteads to the member system opecators. NERC Regions bear the responsibility of
establishing regional operating policies based on the NERC Operating Criteriz and Guides.

ML102267
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BASIC OPERATING POLICY

INTERCONNECTED SYSTEMS CONTROL

Each system shall either operate a control area or make arrangements to be included in a
controf area operated by another system.

The generation sources and load of a control area shall be connected by adequate
transmission facilities either owned by the systems within the control area or arranged for
by those systems.

The following paragraphs present the basic operating policy pertaining to interconnected
systems control;

A.

MW Regulation

Each control area shall operate sufficient generating capacity under automatic
control to meet its cbligation to continuously balance its generation and
interchange scheduies to its load. It shall also provide its proper contribution to
interconnection frequency regulation.

Voltage Control

Each system and control area shall operate capacitive and inductive reactive
resources at proper levels to maintain system and interconnection voltages within
established high and low limits. Reactive generation scheduling, transmission
and switching, and load shedding, if necessary, shall be implemented to maintain
these levels. Each system and control area shall maintain adequate Mvar reserve
resources to support its voltage under credible contingency conditions.

Time and Frequency Regulation

Interconnection frequency shall be scheduled at 60 Hz and controlled to that
value except for those periods in which frequency deviations are scheduled 10
correct timne error.

Operating limits for frequency deviation and time error shall be established with
interconneciion reliability as first pricrity.

Each control area shall participate in interconnection time error correction
procedures.

Control areas which are operating in paraliel shall select one control area 0
monitor time error for the interconnection and to issue time error correction
orders.

ML102268
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D. Interchange Scheduling

NERC

Scheduling power between comtrol areas shall be dope through transmission
paths established by contract oz awnership.

The net amount of interchange scheduled between control areas shall not excesd
the mutually established transfer limits of the common interconnections and
alternate paths which have been arranged for between the parties. When
estabiishing normal and emergency transfer limits, the sending, contract
intermnediary, and receiving control areas shall consider the effect of power flow
through their own and other parallel systems or contro! areas based on mutually
acceptable reliability criteria. In no case shall the scheduled power between two
control areas exceed the total installed capacity of owned or arranged-for
transmission facilities between the two control areas.

Scheduled changes shall be made at a time and rate agreeable to both the
supplier and receiver and within the capability of each to control the change.

Control Performance Criteria

The Control Performance Criteria define a standard of minimum control
performance. Each control area is to have the best operation above this
minimum that can be achieved within the bounds of reasonable economic and
physicat limitations.

Inadvertent Interchange Management

Each control area shall, through daily schedule verification and the use of
reliable metering equipment, accurately account for inadvertent intarchange.
Recognizing generation and load patterns, each control area shal! be active in
preventing unintentional inadvertent interchange accumulation. Each control
area shall also be diligent in reducing accumulated inadvertent balances in
accordance with Operating Conunittee procedures.

Each control ares interconnection tie point shall be equipped with a common
MWh meter, with readings provided hourly at the control centars of both areas.

Control Surveys

Periodic surveys of the control performance of the contro! areas shall be
conducted. These surveys serve the purpose of revealing control equipment
malfunctions, telemetering errors, improper frequency bias settings, scheduling
errors, inadequats generation under sutomatic control, general control
performance deficiencies, or other factors contributing to inadequate control
performance,

ML102269
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Coatrol Equipment Requirements

The control equipment of each control area shall be designed and operated so
that the control area can continuousiy and accurately meet its system and
interconnection control obligations and measure its performance. The contro!
equipment design ang operation shall follow accepted industry techniques

All control area interconnection tie points shall be equipped to telemeier MW
power flow to both area contro! centers simultanecusly. The telemetzring shall
be from an agreed-upon terminal utilizing common metering equipment.

The control area operator’s displays and consoles shall present him with a clear
and understandable picture of his contro} area parameters. This includes
necessary information from facilities within other control areas in addition to
intenal information.

INTERCONNECTED SYSTEMS SECURITY

Interconnection security is the responsibility of each system, control area, pool, and

Region.

The interconnected systems shall be operated at ali times so that instability, uncontrolled
separation, or cascading outages will not occur a3 a result of the most severe singie
contingency. Multiple outages of a credible nature shall also be examined and, when
practical, the systems shall be operated to protect against instability, uncontrolied
separation or cascading outages resulting from these multipie outages.

The following paragraphs present the basic operating policy pertaining to interconnected
systizms security:

A.

MW Generation Reserve

Each control area shall operate its MW power resources to provide for a level of
operating reserve sufficient to account for such factors as errors in forecasting,
generation and transmission equipmernt unavailability, oumber and size of
generating units, system equipmeni forced outage rates, maintenance schedules,
regulating requirements, and regional and system load diversity. Following loss
of resources or load, a control area shall take appropriate steps to reducse its
Area Control Esror 10 zero within 10 minutes. It shall take prompt steps to
protect itself against the next contingency.

Each Region or Subregion shall specify its operating reserve policies, including
its atlocation among members, the permissible mix of spinning and nonspinning

reserve, and procedure for applying operating reserve in practice, and the
limitations, if any, upon the amount of interruptible load which may be included.

ML102270
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B. Reactive Power Reserve

Each control area shall provide for the supply of its reactive power
requiremnents, including appropriate reserves to protect the voltage levels for
contingency conditions. This includes the control area’s share of the reactive
requirements of interconnecting transmission circuits. The reserve shali be
located electrically so that it can be applied effectively, within the appropriate
time interval, when contingencies occur.

Control areas shall coordinate the use of voltage control equipment to maintain
transmission voltages and reactive flows a1 levels consistent with interconnection

security.
C. Transmission Operation

Transmission equipment is to be operated within its normal rating except for
temporary conditions after a contingency has occurred.

When line loadings, equipment loadings, or voltage levels deviate from normal
operating limits or can be expected to exceed emergency limits foliowing a
contingency, and reliability of the bulk power supply is threatened, control areas
experiencing or causing the condition shall take immediate steps to relieve the
condition. These steps include notifying other systems, adjusting generation,
changing schedules between control areas, initiating load relief measures, and
taking such other action as may be required.

Transmission system operation shall be coordinated among systems, control
areas, pools, and Regions. This includes coordination of equipment outages,
voltage levels, MW and Mvar flow monitoring, and switching that affects two or
more systems.

D. Relay Coordination
Systems and control areas shall coordinate the application, operation, and
maintenance of protective relays on the bulk transmission system, including the
coordination of underfrequency load shedding relays. They shall develop

criteria which will enhance their system reliability with the minimum adverse
effect on the interconnection.

System operators shall be familiar with the intended operation of protective relay
application and shall have access to appropriate relay operating information.

E. Monitoring Interconnection Parameters

Each system and contro! area shall continuously monitor those electric system
parameters (such as MW fiow, Mvar flow, frequency, voltage, phase angle,

ML102271
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etc.), internal and external to its system or controf area, that indicate the
electrical system strength.

The system operator shall be provided with adequaie equipment to accomplish
this objective. Metering of suitable range and reliability for both normal and
emergency operation shall be maintained from strategic system points.

Information Exchange
1. System Conditions

Information concerning system conditions shall be transmitted to adjacent
control areas and non-adjacent control areas as needed to assure adequate
protection to the interconnection.

2. Disturbance Reporting

Disturbances or unusual occurrences which jeopardize the operation of the
interconnected systems, that result, or could result, in system equirment
damage, or customer interruptions, shall be studied in sufficient depth to
increase industry knowledge of electrical interconnection mechanics so that
similar events can be prevented. The facts surrounding a disturbance shall
be made availsble to system and control area operators, system managers,
Reliability Councils, and regulatory agencics entitled to the information.

Maintenance Coordination

Each system shall establish schedules for inspection and preventive maintenance
of its generation, transmission, relay, control, communication and other electric
system facilities, These maintenance and inspection schedules shail be
coordinated with other systems and control areas to assure an equipment outage
pantern that will not violate interconnection reliability criteria.

EMERGENCY OPERATIONS OF INTERCONNECTED SYSTEMS

Each system and control area shall promptly take appropriate action o relieve any
abnormal conditions which jeopardize reliable interconnection operation.

The following paragraphs present the basic operating policy pentaining to emergency
operations of interconnected systems:

A.

Insuffident Generation Capacity

A control grea which has experienced an operating capacity emergency shall
promptiy balance its generation and interchange schedules to its load, without

ML102272
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UNIT POWER SALES AGREEMENT
BETWEEN
FLORIDA POWER CORPORATION
AND
ALABAMA POWER COMPANY,
GEORGIA POWER COMPANY,

GULF POWER COMPANY,
MISSISSIPPI POWER COMPANY,
SAVANNAH ELECTRIC AND POWER COMPANY

- o vIc

THIS Unit Power Sales Agreement ("UPS Agreement"), pade
and entered into as of the day of degg . 18988, by
and between FLORIDA POWER CORPORATION ( rporation®), a
Florida corporation, and ALABAMA POWER COMPANY ("APC"), an
Alabama corporation, GEORGIA POWER COMPANY ("GaPC"), a Georgia
corporation, GULF POWER COMPANY, ("GuPC"), a Maine corpara-
tioen, MISSISSIPPI POWER COMPANY ("MPC"}, a Hississippi
corporation, and SAVANNAH ELECTRIC AND POWER COMPANY
("SEPCO¥), a Georgia corporation (APC, GaPC, GuPC, MPC and
SEPCO being sometimes collectively referred to as ¥Southern

Companies®) and SOUTHERN COMPANY SERVICES, INC. ("scs*), an
Alabama corporation.

HITNESSETH:

WHEREAS, Southern Companies are all aftiliates by virtue
of the ownership of the common stock of such companies by The
Southern Company, a registered public utility holding company
under the Public Utility Holding Company Act of 1935; and

WHEREAS, APC, GaPC, GuPC and MPC, together with SCS and
Corporation, are parties to an Interchange Contract dated
December 15, 1568, as amended, ("Interchange Contract®) which
pProvides for certain points of interconnection between tha
pParties, and, pursuant to the terms of which the parties have
constructed and maintained points of interconnection which
provide and improve systenm reliability of each of the systems
and can accommodate transactions under this UPS Agreement as
well as other agreements hetween the parties; and

WHEREAS, Corporation desires to purchase and APC, Garc
and GuPC desire to sell unit power capacity from designated
coal~fired steam electric generating units of their J. H.
Miller, Jr. Steam Electric Generating Plant ("Miller Plant")
and Robert W. Scherer Steam Electric Generating Plant
("Scherer Plant") in designated amounts during the periods
specified herein; and

WHEREAS, Southern Companies are jeining in this uUPps
Agreement to provide, among other things, necessary
transmission services, substitute capacity and energy in the



event commercial operation of certain generating units of the
Miller Plant is delayed or cancelled and supplenental energy
when any designated unit of the Miller Plant or Scherer Plant
is unavailable or derated; all as set forth herein.

ROW, THEREFORE, in consideration of the premises and the
covenants and agreements of the parties herejinafter set forth,
the parties hereto agree as follows:

ARTICLE I

JERM OF AGREEMENT

1.1 Term: This UPS Agreement shall become effective as
of the date of the latest signature on the signature page
hereof and shall continue in effect through May 31, 2010,

1.1.1 It is understood by the parties herasto that this
UPS Agreement will be filed by Southern Companies with the
Federal Energy Regulatory Commission ("FERC") or its successor
in interest within sixty (60) days from the effective date
hereof. Corporation agrees to cooperate and assist Southern
Companies in securing conclusion of any initial review by FERC
of this UPS Agreement without significant change, in an
expeditious manner. It is further understood by the parties
that timely FERC approval or acceptance of this UPS Agreenment
is important in orxder to facilitate capacity planning on the
part of both Corpeoration and Scutharn Companies. Accordingly,
if FERC has not approved or accepted for filing this UPSs
Agreement on or by June 1, 1989, the parties hereto agree
that their representatives will meet to determine how to
expedite the filing and review process.

ARTICLE YI
UNIT POWER CAPACITY

2.1 om whij i W e_Ava :
Except as specifically provided for in this ARTICLE II, the
capacity entitlement will be made available from Units 1, 2, 3
and 4 of the Miller Plant 1located in Jefferson County,
Alabama and Unit 3 of the Scherer Plant located in Monroe
County, Georgia. Exhibit A, which is attached hereto and
incorporated herein by reference, sets forth the projected
date for commercial operation of each unit; and the amount of
the Expected Capacity of each unit owned by APC, GaPC and GuPC
which is made available for sale hereunder to Corporation.

2.2 Gaepacity to be Purghased and Sold: Subject only to
adjustwents as provided in this Article II, APC, GaPC and GuPC
hereby agree to sell and Corporation hereby agrees to
purchase capacity entitlement from the units specified in 2.1

2




above, in the following aggregate amounts: (i) 200 megawatts
{("MW"} of unit power ("first 200 MW sale") during the pericd
January 1, 1994 to May 31, 2010, which unit power will not be
subject to cancellation or termination by any party to this
UPS Agreement; and (ii) an additional 200 MW of unit power
("second 200 MW sale") during the period January 1, 1995 to
May 31, 2010, which second 200 MW sale or any portion thereof,
will be subject to termination by Corporation on or after
January 1, 2000 (but in no event earlier) provided, that
Corporation gives at least three (3) years advance written
notice to APC, GaPC and GuPC that it desires to terzinate the
Second 200 MW sale, or any portion thersof, on such date or
thereafter. Exhibit A sets forth the amount of Expected
Capacity to be purchased by Corporation and scld by APC, Gapc
and GuPC from each designated unit of the Miller Plant and
Scherer Plant during the above~-specified periods assuming
Corporation doces not exercise its right to terminate the
second 200 MW sale, or any portion thereof. In the event
Corporation elects to terminate all or a portion of the second
200 MW sale on or after January 1, 2000, the remaining sale
(not less than 200 MW) will be allocated equally among the
units specified in Section 2.1 above. In the case of Unit 3
of the Scherer Plant, the remaining sale will be allocated on
a basis of 2 MW out of GuPC's ownership portion of such unit
to each 1 MW out of GaPC's ownership portion of such unit.
For example, if the remaining sale is 200 MW, the sale to
Corporation will be allocated as follows: 40 MW out of each
of Units 1, 2, 3 and 4 of the Miller Plant; 27 MW out of
GUPC's portion of Unit 3 of the Scherer Plant; and 13 MW out
of GaPC's portion of Unit 3 of the Scherer Plant.

The parties hereto recognize that long-range plans and
forecasts which provide the basis for such sales and purchases
of capacity are affected by many factors. Therefore:

2.2.1 In addition to the above rights and obligations,
Corporation shall have the option to commence taking the full
unit power sale (400 MW), or any part therecf, on a date as
early as January 1, 1993, provided that advance written notice
is given to Southern Companies at least twenty-four (24)
months prior to such take ("eaxrly option"). Further, the
parties hereto agree that the early option will not be applied
to allow the total sales of unit power capacity in any month
to be less than the total sale for any previocus month during
the period January 1, 1993 to January 1, 1995. It is the
intent of the parties heretc that additional unit power sales
under the early option te contemporaneous parties (as defined
in Section 10.10) will be supplied in equal amounts from the
four units of the Miller Plant and the one unit of the Scherer
Plant; however, it is recognized that in some time periods
there will not be sufficient unsold capacity in Unit ¢ of the
Miller Plant and/or Unit 3 of the Scherer Plant to meet the
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one-fifth (1/5) allocation from each unit of the early option
to contemporaneous parties. Puring such time pericds, the
additional unit power sales will be supplied first from Unit 4
of the Miller Plant and/or Unit 3 of the Scherer Plant to the
extent unsold (in no event more than one-fifth (1/5) of the
early option) with the remainder supplied equally from Units
1, 2 and 3 of the Miller Plant. All sales from Unit 3 of the
Scherer Plant will be allocated on the basis of 2 MW from
GuPC's ownership in that unit to each 1 MW from GaPC's
ownership in that unit to the extent capacity is unsold.
Without regard to the timing of the notice to exercise this
early option by Corporation and other contemporaneocus parties,
Corporation and other contemporaneous parties will be supplied
additional unit power sales from-the units specified in
Section 2.1 in accordance with the foregcing principles and in
proportion to the amount of unit power sales advanced by
Corporation and each of the other contemporaneous parties.
PDue to the complicated nature of this early option, the
parties hereto have agreed to examples of the operation of the
early option under different assumptions and have attached
such examples to this UPS Agreement as a part of Exhibit A.
In the event of any disputes concerning the operation of the
early option, the examples will govern.

2.2.2 Further, Corporation shall have the right to take
Iong Term Power as provided for in Exhibit B, which is
attached hereto and incorporated herein by reference, in
substitution for any unit power that Corporation had a right
to advance pursuant to the early option (set forth in Section
2.2.1). In no event, however, will Southern Companies, APC,
GaPC, GUPC or Corporation be allowed to substitute Long Term
Power for the first 200 MW sale or the second 200 MW sale or
any unit power advanced under the carly option.

2.2.3 If, however, Southern Companies have an
opportunity to sell unit power or long Term Power during the
period January 1, 1993 to January 1, 1995 to third party
utilities, Southern Companies shall give notice to
Corporation of such opportunity and Corporation will have
sixty {60) days in which to exercise the early option as to
that amount of capacity which Southern Companies has an
opportunity to sell during the period. Any such unit power or
Long Term Power offered to third parties will he offered to
Corporation and other contemporaneous parties (on a pro rata
basis) at equal or improved terms. In the event Corporation
does not elect to exercise the early option (or purchase the
newly-offered unit power capacity or Long Term Power) at the
end of such sixty (60) day period, the early option shall
expire as to such amount of capacity. However, such optien
shall not expire as to any amount of capacity under the early
cption which remains unsold. As to such remaining amount of
capacity, each conterporaneous party shall retain the early
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option for its pro rata share of such amount of capacity basgaed
on a ratio of its full unit power sale to the sum of the full
unit power sales of all ¢ontemporaneous parties. A
contemporaneous party exercising an early option deoes not
trigger the early option provision for the other
contemporanecus parties. For purposes of this provision,
capacity purchases in addition to those incorporated in the
contracts with contemporaneous parties shall be treated as
Purchases by third parties.

2.2.4 In the event that Southern Companies, prior to
1993, offer to sell unit power capacity <from coal-fired
generating resources during the period January 1, 1998 through
May 31, 2010, to third party utilities located outside the
geographical areas served by Southern Companies, Corporatien
and other contemporaneous parties shall each have the right of
first refusal for the purchase of any part or all of its pro
rata share of such capacity; provided, however, such right
must be exercised within ninety (90) days after written
notice from Southern Companies informing Corporation of such
capacity being nade available for sale and the terms and
conditions of each offer. Furthermore, in the event that
Southern Companies, after 1992, offer to sell unit pover
capacity from coal-fired generating resources during the
period June 1, 1995 through May 31, 2010 to third party
utilities located outside the geographical areas served by
Southern Companies Corporation and other contemporuneous
parties shall ecach have the right of first refusal for the
purchase of any part or all of its pro rata share of such
capacity; provided, however, such right must be exercised
within ninety (90) days after written notice from Southern
Companies informing Corporation of such capacity being made
available for sale and the terms and conditions of each offer.
In the event (Corporation cxercises its rights under Section
2.2 to terminate any portion of the second 200 MW sale, all
rights of first refusal set forth in this Section 2.2.4 shall
immediately terminate and be void as of the date of the notice
to Southern Companies from Corporation terminating all or any
portion of the second 200 MW sale: however, Southern Companies
shall inform Corporation of their intent to seek offers for
additional sales of unit power capacity or Long Term Power.
For purposes of this Section 2.2.4, pro rata share shall be
computed as the ratio of Corporation‘'s unit power purchases
under this UPS Agreement to the total unit power purchases by
all contemporaneous parties on June 1, 1995, Any
contemporaneous party which exercises its rights to terminate
under sections similar to Section 2.2 of this UPS Agreement
shall be excluded from the calculation of pro rata share.

2.2.5 1In the event the rate for transmission charges (as
such rate may be revised from time to time pursuant to Article
IIT of the Unit Power Sale Manual jincorporated by reference
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in Section 5.1 of this UPS Agreement) is rejected or modified
by FERC, Southern Companies shall have the right, upon thirty
(30) days written notice, to make a unilateral £iling with
FERC under Section 205 of <the Federal Powver Act, and
Corporation shall have the right to file a complaint under
Section 206 of the Federal Power Act, to amend Exhibit A to
reallocate the capacity sales specified in Section 2.2 among
all of the units specified in Section 2.1 so as to restore the
econonic positions of the parties hereto to that held prior to
FERC's action. 1If Corporation determines that it cannot, in
good faith, support Southern Companies® 2iling for such
reallocation, it may oppose the f£iling before FERC: but it
shall 1imit any participation in any FERC proceeding
concerning the reallocation of the unit power sales to
questions of whether the reallocation correctly restores the
economic position of the parties hereto.

2.3 :
The amount of capacity to be made avajlable from each unit
specified in Section 2.1 to constitute the total capacity to
be scld by APC, GaPC and GuPC and purchased by Corporation
hereunder, will vary from time to time during the term of this
UPS Agreement. The nominal schedule of units, by time period,
from which sales will be made is set forth in Exhibit A, such
Exhibit A representing an agreed allocation to Corporatio:. of
capacity under this UPS Agreement from each of the units
specified in Section 2.1 by time peried based on Expected
Capacity. It is recognized by the parties hereto and
expressly provided for in Section 2.3.4 that the actual units
from which sales will be made, and the total capacity to be
sold and purchased, may vary from that set forth in Exhibit A
and any such variance shall be based on the following
principles:

2.3.1 On or before September 15, 1992 and September 15
of each year thereafter during the term hereof, the Net
Dependable Capacity will be established for each unit which
has theretofore been declared available for commercial
operation er which is expected to be declared available for
commercial cperation during the ensuing calendar year. Net
Dependable Capacity for each unit shall be determined in
accordance with the procedure specified in Article I of the
Unit Power Sale Manual described in Section 5.1 hereof.

£.3.2 If the Net Dependable Capacity established for a
unit from which capacity is to be sold to Corporation during
the ensuing year is equal to the Expected Capacity of such
unit as set forth in Exhibit A, the amount of capacity
scheduled to be furnished from such unit during the ensuing
year shall be as specified in Exhibit A.



2.3.3 1If the Net Dependable Capacity established for the
ensuing year for a unit from which capacity is to be sold to
Corporation is more than or less than the Expected Capacity of
such unit as specified in Exhibit A, the capacity to be sold
and purchased during each pericd identified in Exhibit A for
the ensuing year shall be Corporation's pro rata ghare of the
Net Dependable Capacity determined by multiplying the amount
of capacity sale shown for such unit in Exhibit A for each
period by the ratio of the Net Dependable Capacity of the unit

to the Expected Capacity of such unit as set forth in Exhibit
A,

2.3.4 1In the event Net Dependable Capacity for any unit
is less than the Expected Capacity,:  Southern Companieg shall
include in their notice of determination of Net Dependable
Capacity under Section 2.3.1 information as to capacity which
is available, consistent with Prudent Utility Practices (as
defined in Section 10.5 hereof), from any remaining Net
Dependable Capacity in units spacified in Exhibit A then owned
by APC, GaPC, and GuPC or other coal-fired steam electric
generating resources owned or operated by any of the Southern
Companies, including the estimated additional capacity costs
expected from any such other resources. Within fifteen (i5)
days of such notice, Corporation shall notify Southern
Companies, in writing, whether it wishes to purchase a pro
rata share (or any portion thereef) of such additional
capacity. It is understocd that Corporation's pro rata share
shall be computed on the basis of all sales of unit pover
Capacity from the unit under existing contemporaneous and
future unit power sales from that unit. If any other
purchaser of unit power capacity from the unit refuses to
purchase such additional capacity, the refused amount of such
capacity will be offered to Corporation on a pro rata basis
with other purchasers of unit power capacity from the unit.
To the extent capacity is made available pursuant to the above
procedure from a unit other than those designated in Sectijon
2.1, such unit shall be considered to be a unit specified in
Exhibit A for the period capacity from such unit is made
available.

2.3.5 To the extent, notwithstanding the above efforts,
capacity in the total amount specified in Section 2.2 hereof
cannot be made available to Corporatiocn during any year (or
portion thereof) because the Net Dependable Capacity deter-
mination for one or more units specified in Exhibit A is less
than the Expected Capacity of such unit or units, the sole
obligation of sSouthern Companies shall be to offer to sell
additional capacity to Corporation in the amount determined in
accordance with Sections 2.3.1 through 2.3.4.

2.4 a Commercial Operatjon of Units: Notwith-
standing the schedule of sales set forth in Section 2.2 above,
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the obligation of APC to make capacity from the units
specified in Exhibit A available to Corpeoration may further
be subject to delays in the projected dates for commercial
operation of Units 3 and 4 of the Miller Plant. Construction
of such units and any delays therein shall be governed by the
following principles:

2.4.1 APC agrees to use best efforts consistent with
Prudent Utility Practices to design and construct, or to have
designed and constructed, Units 3 and 4 of the Miller Plant so
that such units shall have been declared available for
commercial operation as of the date set forth in Exhibit A.
Southern Companies shall not be liable to Corporation for any
loss or damage for delays or faillures to have such units
declared available for commercial operation as of such dates
due to causes not reasonably within their control including,
but not limited to, acts of civil or military authority (e.q.,
courts or administrative agencies), acts of God, war, riot or
insurrection, inability to obtain any required permits or
licenses, blockades, embargoes, sabotage, epidemics, fires,
floods, strikes, lockouts or other labor disputes or difficul-
ties, unusually severe weather conditioens, breakdowns of
machinery or equipment, inability to obtain necessary
materials or equipment, and economic constraints such as
inability to secure adequate capital on reasonable terms for
continued construction. 1In the event of any delay resulting
from such causes, the time for performance shall be extended
for a period of time reasonably necessary to overcome the
effect of such causes. APC shall keep Corporation informed of
the construction schedules and any changes which alter the
anticipated dates for commercial operation of the units,
together with the reasons for such changes. The dates
established in Exhibit A as the projected dates for commercial
operation of Units 3 and 4 of the Miller Plant are based on
the present plans of APC, and information available to it. It
is recognized that the ability to predict such dates with
exactness does not exist. 1In the event any of the dates for
commercial operation are not met and the delay does not exceed
one year from the projected date for commercial operation as
set forth in Exhibit A, then it shall be conclusively presumed
that the delay in the commercial operation of the unit
resulted from events beyond the control of APC. In the event
such delay extends beyond one (1) year, such presumption shall
be revoked retroactive to the projected date for commercial
operation set forth in Exhibit a.

2.4.2 Southern Companies agree, that in the event Unit
3 or 4 of the Miller Plant is not available for commercial
operation by the date on which unit power sales are scheduled
to commence under this UPS Agreement as a result of the type
of delay or failure described in Section 2.4.1, Southern
Companies shall wuse their best efforts, consistent with
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Prudent Utility Practices, to make the amount of capacity from
such unit which was scheduled to be made available to
Corporation as specified in Exhibit A, available from other
coal-fired steam electric generating resources owned or
operated by any of the Southern Companies, including those
resources specified Iin Section 2.1. To the extent such
capacity is mpade available from a unit other than these
designated in Section 2.1, such unit shall be considered to be
2 unit specified in Exhibit A for the period capacity from
such unit is made available.

2.4.3 In the event Unit 3 or 4 of the Miller Plant is
delayed due to reasons not excused under Section 2.4.1 but is
avaiiable for commercial operation by the date on which unit
power sales are scheduled to commence under this UPS
Agreement, Southern Companies shall make adjustments in the
capacity rates in accordance with the procedures specified in
Article II of the Unit Power Sale Manual,

2.4.4 In the event Unit 3 or 4 of the Miller Plant is
not available for commercial operation by the date on which
unit power sales are scheduled to commence under this UPS
Agreement, due to reasons not excused under Section 2.4.1,
then in such event, as the sole obligation arising out of such
delay, Southern Companies, shall (i} make available to
Corporation unit power capacity from other coal-fired stean
electric generating resources equal to the amount of capacity
to have been furnished from the delayed unit as specified in
Exhibit A with the understanding that capacity and enevgy
rates of the units substituted for the delayed unit shall not
in total exceed the combined capacity and energy rates for the
delayed unit calculated on the basis of the delayed unit being
completed on the date stated in Exhibit A (a seventy-five
percent (75%) capacity factor and a seventy-five percent (75%)
load point on the average heat rate curve will be utilized in
calculating the cost from the Miller Plant unit and the
substitute unit):; and (ii) make adjustments in the capacity
rates in accordance with the procedure specified in Article II
of the Unit Power Sale Manual, when and if the delayed unit
becomes available for commercial operation. Te the extent
such capacity is made available from units other than those
designated in Section 2.1, such units shall be considered to
be units specified in Exhibit A for the period capacity from
such units is made available and the Expected Capacity of such

units shall be defined as the nameplate rating less station
service.

2.5 Character of Sale: The sale of unit power pursuant
to this UPS Agreement shall not constitute a sale, lease,

transfer or conveyance of an cownership interest in such units
to Corporation, nor a dedication of ownership interest in such
units to Corporaticon or any other party. Energy assocliated
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with capacity from units made available hereunder shall,
however, be devoted to Corporation and the delivery of such
energy to Corporation shall not be subject to preexption by
Southern Companies for any other usa. Except for capacity
which is substituted during a year for capacity which was
expected to be available, in accordance with Sections 2.4.2 or
2.4.3 or 2.4.4, the portion of such units te which Corporation
and others have a contractual capacity entitlement, shall not
be included in the determination of capacity pricing for the
purposes of power sales made by Southern Companies to
Corporation pursuant to any other power sales under contracts
betveen Southern Companies and Corporation.

ARTICLE III
ENERGY AVAILABILITY

3.1 Energy: DbDuring each year specified in Section 2.2
{(or portion thereof), Corporation will be entitled to schedule
for delivery to the interconnection points identified in
Section 4.1, energy in amounts up to a maximum of the capacity
amount to which Corporation is entitled in the particular time
pericd, as determined in accordance with Article IX, subject
to the principles and determinations set forth in Sections 3.2
through 3.10. All scheduling times specified herein are basci
on established practices and procedures between the parties
hereto and are subject to change upon mutual agresment of the
parties hereto. All times specified herein shall be
prevailing Central Time unless otherwise agreed.

3.2 §PSeheduling Energy: By 11:00 a.m. on the day prior
to commencement of energy deliveries under this UPS Agreemant,
and each day theresafter, Southern Companies will provide
Corporation with an estimated hourly schedule of availaile
energy for the following day. For Saturday, Sunday and Monday
of each week such estimates, however, will be provided on the
preceding Friday. Each estimate provided to Corporation will
inciude, on a unit by unit basis, projected availabjility,
together with the estimated applicable Base Energy Rates,
Alternate Energy Rates, Supplemental Energy Rates, and
Discretionary Energy Rates. By 1:30 p.m., on each day that
Corporation receives an estimate of available enerqgy, Corpora-
tion will provide Southern Companies with an estimated hourly
schedule of capacity usage, and Southern Companies will
provide Corporation, by 3:00 p.m., an estimate of energy rates
associated with Corporation's estimated capacity usage.
Corporation may not alter its hourly schedule of capacity
usage, for each unit, on 1less than four (4) hours pricr
notice, unless otherwise mutually agreed upon by the Operating
Representatives (as defined in Section 8.1} of Corporation and
Southern Companies. The Operating Representatives will make a
bona fide attempt to accommodate flexible energy scheduling
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{shorter than four (4) hours) and neither party hereto will
unreasonably restrict or demand energy scheduling without
sound c¢perating reasons. In addition, Corporation will
schedule total hourly capacity usage in amounts which are
whole megawatts.

3.3 Unavailability ox Rating Change of Units: Except as
provided in Section 3.8, Corporation shall not be entitled to
energy associated with any unit which has been made avajilable
under Article II, or portion of any such unit, at any time
when and to the extent such unit, or portion thareof, is
unavailable for service because of schedulad maintenance,
forced outage or any other non-discretionary cause, or is
partially derated from the HNet Dependable Capacity of such
unit determined in accordance with Section 2.3.1. In the
event such a unit is derated but still capable of meeting the
energy schedule of all utilities purchasing unit power fron
such unit, the energy will be scheduled from the unit provided
that the derating is less than seven (7) days duration and ten
(10) percent or less of the Net Dependable Capacity of the
unit. If a derating is greater than ten (10) percent or a
derating extends beyond seven (7) days or the unit |{is
incapable of meeting the energy schedule, Corporation shall
have the right to schedule energy associated with such unit,
or to receive energy previously scheduled, up to a maximum of
the capacity amount determined by the following formula for
whatever period the derating may continue:

MUPC = UPC X AQC
RDC

Where:

MUPC = Maximum Unit Power Capacity
entitiement of Corporation
from such unit after a
rating change.

OUPC

Unit Power Capacity
entitiement of Corporation
from such unit determined
in accordance with Article
I1.

NDC = Net Dependable Capacity of such
unit as determined in Section
2.3.1.

AOC = Actual Operating Capability

after a rating change as
determined by the company
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respongible for operating such
unit.

In the event the Actual Operating Capability of a unit is
greater than the Net Dependable Capacity, Corporation will be
entitled to schedule the energy associated with the increased
Actual Operating Capability in accordance with the above
formula provided that the increased output is greater than ten
percent (10%) or the output increase extends beyond seven (7)
days. Corporation will not be entitled to the additional
energy associated with the increase in Actual Operating
Capability above the Net Dependable Capacity if the output
increase is less than seven {7) days duration and ten percent
(10%) or less of the Net Dependable Capacity.

3.4 Allocation of Eneray Schedules to Generation Units:
Schedules for hourly capacity usage provided by Corporation
subject to Sections 3.1 and 3.2 above will be deemed to be
requests for energy to be delivered from the generating units
from which Corporation hkas a capacity entitlement, as
determined under Article II and as modified by Sectien 3.3 for
units unavailable or derated. Corporation may, upon forr (4)
hours notice, in accordance with Section 3.2, schedule energy
from each generating unit for each hour in any amount, subject
to Section 3.6, up to Corporation's maximum capacity entitle-
went from that generating unit. The energy so scheduled by
Corporatiocn and delivered by Southern Companies from the
scheduled unit, is hereinafter called "Unit Energy." Unit
Energy shall be supplied to all parties purchasing unit power
from a generating unit on a pro rata basis based on the energy
scheduled fxrom that unit. Unit Energy supplied to Corporation
shall be the lesser of (i) an amount equal to the total net
generation of that unit multiplied by the ratio of the energy
scheduled by Corporation to the total energy scheduled by all
parties purchasing unit power from that unit, or (ii) the
enerqgy scheduled by Corporation. If the Unit Energy so
supplied to Corporation is less than the energy scheduled from
that unit in accordance with this Section 3.4, the balance of
the energy scheduled shall be supplied as Alternate Energy
pursuant to Section 3.7.

3.5 Minimem Energy Scheduling: Subject to the provi-
sions of Sections 3.3 and 3.4, Corporation agrees to schedule
energy made available from the units designated in Article II
in excess of a fifty percent (50%) "output Factor" on an
annual basis for each calendar year through the year 2000.
Output Factor is defined as the amount of Unit Energy
(including Alternate Energy supplied in lieu of Unit Energy)
and Replacement Energy scheduled by Corporation divided by the
amount of energy made available by Southern Companies from the
generating units designated in Article II, including Alternate
Energy made available to Corporation. Corporation may reduce
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the fifty percent (50%) Output Factor for the calendar year
2001 and subsequent years if it gives written notice to
Southern Companies at least one year in advance stating the
amount of the regquested reduction. If Corporation so elects
to reduce the Cutput Factor, Southern Companies obligation to
use reascnable efforts to make energy available on the basis
of a ninety percent (90%) target capacity factor on an annual
basis (as referenced in sections 3.8, 3.8.4, 3.9, 4.2) will be
reduced by one percent (1%) for each percentage point of
reduction requested by Corporation (e.g., forty~five percent
(453) output Factor will result in a eighty-five percent (85%)
target capacity factor). Once Southern Companies have met the
target capacity factor for a calendar year, they shall be
under no obligation to supply Supplemental Energy,
Discretionary Energy or any Replacement Energy supplied in

lieu of Supplemental Energy during the remainder of that
calendar year.

3.6 Minimum Operation Capacity Obligation: bDuring all
periods when a unit made available to Corporation under
Article XI is operating at "Minimum Cperating Conditions,*®
Corporation shall accept delivery of the energy associated
with the Minimum Operation Capacity Obligation ("MOCO") of
Corporation for such unit. For the purpose of this UPS
Agreement, Minimum Operating Conditions shall mean the
pericds of (a) ramping to a2 unit's minimum load point required
for stable operation of the unit as determined from time to
time by the entity responsible for operation of the unit; (b)
operation at the minimum load point required for stable

operation; or (c) operation at a point above the minimum load
point.

Corporation shall be required to take energy from a unit
when such unit is at the Minimum Operating Conditions
pursuant to this Section 3.6(a) and (b) for any of the
following reasons:

(i) Unit operaticn based on economic unit
commitment practices:

(ii) Unit operation to manage fuel stockpiles:

(iii) Unit operation for freeze protection:

(iv) Unit operation for precipitator warm-up;
and

(v) Unjit operation for non-discretionary tests
(e.9., environmental and performance
tests).
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Corperation shall be required to take energy from a unit when
such unit is at the Minimum Operating Conditions described in
this Section 3.6(c) for any of the reasons set forth in (Lid),
(iv) and (v) above. Southern Companies agree that they will
nakea best efforts to provide at least twenty~-four (24) hour
notification to Corporation of any planned non-discretionary
unit tests or changes in unit operations to manage fuel
stockpiles. When applicable, Corporation's Minimum Operation
Capacity Obligation for each unit shall be determined by the
following formula:

MOCO = UBC X MC
NDC

Whera:

MOCO = Minimum Operation Capacity Obligation
cf Corporation from such unit.

UPC = Unit Power Capacity entitlement of
Corporation from such unit determined
in accordance with Article II.

NDC = Net Dependable Capacity of such unit
as determined in Section 2.3.1.

MC = Loading required for Minimum
Operating Conditions as defined in
this Section 3.6.

Southern Companies further agree that they will promptly
notify Corporation if at any time the Minimum Operating
Conditions of a given unit have changed and the reasons for
such change.

3.7 : 2n._to ATDLIsh gcheduleqd Ene L n _Alternate
Regources: Energy requested by Corporation, and deemed to be
scheduled from specific units, as determined in Section 3.4,
may be provided by Southern Companies from other resources
owned or operated by Southern Companies. Such energy,
delivered from resources other than those from which such
energy was scheduled pursuant to Section 3.4, during periods
in which such specific units are available for operation, is
called "Alternate Energy." Any Alternate Energy delivered by
Southern Coppanies in lieu of energy from a specific unit
shall be delivered to all parties purchasing unit power from
such unit on a pro rata basis to each party based on energy
scheduled from that unit.

Alternate Energy may be supplied by Southern Companies
from an assigned unit or from the units in economic dispatch
on the system of Southern Companies at the time, at the sole
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option of Southern Companjes. However, it is agreed that
Alternate Energy will normally be supplied from units in
econoric dispatch except when system operating conditions
indicate otherwise. Southern Companies will notify Corpora-
tion of the amount of Alternate Energy to be made available,
the selected energy sources, and the estimated energy rates at
the times set forth in Section 3.2.

3.8 Supplemental Energy Scheduling: APC, GaPC and GuPC
agree to use reasonable efforts to make energy available to
Corporation from each unit to which Corporaticn has a capacity
entitlement pursuant to Article II on the basis of a ninety
percent (90%) target capacity factor on an annual basis or
such target capacity factor which may be in effect for the
calendar year 2001 and subsequent calendar Years as a result
of the provisions of Section 3.5. It is recognized that such
efforts to achieve such target may be frustrated by forced
outage of the units, needs for repair or maintenance of the
units, governmental restrictions or other non-discretionary
reasons. The scle obligation of APC, GaPC, GuPC and Southern
Companies for the faillure to achieve such target capacity
factor for each unit shall, where due to the aforesaid
reasonsg, be ag follows:

3.8.1 During periods in which a unit to which Corpora-
tion has a capacity entitlement under Article II is unavail-
able for service, Southern Companies shall use their best
efforts, consistent with Prudent Utility Practices, to make
available supplemental energy from other coal-fired or
comparably-priced generating resources available to Southern
Companies equal to one hundred percent (100%) of Corporation's
entitlement in such unit under Article II.

3.8.2 During periods in which a unit to which Corpora-
tion has a capacity entitlement under Article II is partially
dexated, Southern Companies shall use their best efforts,
consistent with Prudent Utility Practices, to make available
supplemental energy from other coal-fired or comparably priced
generating resources available to Southern Companies equal to
one hundred percent (100%) of Corporation's entitlement in
such unit under Article II less Corporation's entitlement to
schedule energy from such derated unit pursuant to Section
3.3. Energy made available to Corporation pursuant to this
Section 3.8.2 and Section 3.8.1 is called "“Supplemental
Energy."

3.8.3 1In the event the Supplemental Energy provided for
in Sections 3.8.1 and 3.8.2 cannot be provided from coal-fired
or comparably-priced generating resources, Southern Companies
agree to use their best efforts, consistent with Prudent
Utility Practices, to make energy available from higher-priced
generating resources of Southern Companies in amounts equal to
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the Supplemental Energy provided for in such sections. Such
energy made avajilable by Southern Companies and scheduled for
delivery, at Corporation's electicn, shall be deemed
Supplemental Energy.

3.8.4 Southern Companies will not be obligated to
provide Corporation any additional Supplemental Energy for the
remainder of any year from and after the date on which
Southern Companies have made available to Corporation for
scheduling under this UPS Agreement (except for energy made
available under Sections 3.8.3 and 3.9 but not taken by
Corporation and for energy made available but not deliverable
because of Southern tompanies' inability to deliver due to
transmission contingencies of less than two (2) weeks duration
pursuant to Section 4.2) energy in the aggregate equal to the
target capacity factor percentage of Corporation's total
capacity entitlement for such year, as determined in
accordance with Article II, multiplied by the numbaer of hours
in such year. To the extent any energy requested by
Corporation during the remainder of any such year is not
available from units to which Corpoeration has a capacity
entitlerent, such energy and associated capacity shall be

furnished, if at all, under other rate schedules between the
parties hereto.

3.8.5 Supplemental Energy shall mean energy avajilable on
the systems of Southern Companies, not neaded at that time on
their own systems to meet their own system's requiremerts
(including power used for pumping at pumped storage hydroelec-
tric projects) and other power sale commitments taking
precedence before delivery under this UPS Agreement. The only
power sale commitments taking precedence over the availability
of Supplemental Energy are: {i) any seasonal energy or
capacity exchange agreements now existing or entered into in
the future; (ii) any firm power interchange sales to other
utilities or third parties now existing or entered intoc in the
future; (iii)} any other unit power sales with other utilities
or third parties ncw existing (including, but not limited to,
provisions for Unit Energy, Alternate Energy and Supplemental
Energy): (iv) any future unit power sales with other utilities
(including provisions for Unit Enerqgy and Alternate Energy);
and (v} any short-term power being supplied under the
provisions of a now existing contract with Alabama Electric
Cooperative, Inc. After Supplemental Energy has been made
avalilable in accordance with the existing unit power contracts
with FPL and JEA, it is understood that Supplemental Energy
made available for delivery by Southern Companies pursuant to
this UPS Agreement will be made available to Corporation and
other contemporaneous parties (as defined in Section 10.10
hereof) on a pro rata basis based upon each contemporaneous
party's capacity entitlement under their respective
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contemporaneous unit power sales contracts in the unit
unavailable for service.

Supplemental Energy, if available, will be supplied from
the units in economic dispatch on the systems of Southern
Companies at the time. Southern Companies will notify
Corporation of the amount of Supplemental Energy to be made
available and the estimated energy rates at the times set
forth in Section 3.2.

3.9 Discretionary Enexgy Scheduling: In addition to the
energy made available pursuant to Sections 3.8.1, 3.8.2 and
3.8.3, if requested by Corporation, Southern Companies will
make available, after meeting all other obligations of
Southern Companies and any energy sales of opportunity, energy
from other coal-fired generating resocurces owned or operated
by the Southern Companies, up toc ten percent (10%) in excess
of Corporation's total capacity entitlements. Energy made
available to Corporaticn pursuant to this section is called
"Discretionary Energy.” If at Corporation's election such
Discretionary Energy is scheduled for delivery, it will be
considered as energy delivered in an effort to achieve the
target capacity factor provided for in Section 3.8.

3.9.1 Discretionary Energy shall mean energy available
on the systems of Southern Companies, not needed at that time
to meet thelr own system's requirements and needs, any power
sale commitments now existing or entered into in the future,
and any other energy sales of opportunity under agreements
with Corporation and other utilities (or third parties) now
existing or entered into in the future. Discretionary Energy
under this UPS Agreenent shall have precedence over
Piscretionary Energy provisions in future unit power sales
agreements.

3.9.2 After Discreticnary Energy has been made available
in accordance with existing unit power sales contracts with
FPL and JEA, Discretionary Energy made avajlable for delivery
by Southern Companies will be made available to Corporation
and other contemporaneous parties on a pro rata basis based
upon each such party's capacity entitlements under its
respective contemporanecus unit power sales contract for the
term of this UPS Agreement. Discretionary Energy, if
available, will be supplied from the units in economic
dispatch on the systems of Southern Companies at the time.
Scuthern Companies will notify Corporation of the amount of
Discretionary Energy to be made available and the estimated
energy rates at the times set forth in Section 3.2,

3.10 e ne eduling: In addition to
Supplemental Energy, Alternate Energy and Unit Energy,
Southern Companies shall also make available replacement
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energy, hereinafter called "Replacement Energy." Replacement
Energy will be made available by Southern Companies to
Corporation from the lowest energy cost generating resources
that can be made available after priorities under Section
3.10.1 are satisfied, to permit Corporation to substitute such
energy for Alternate Energy, Supplemental Energy and Unit
Energy (but not including energy associated with Hinimum
Operation Capacity Obligation as defined in Section 3.6).
Southern Companies will furnish information with respect to
generating capacity available on their electric systems which
night be made available to supply Replacement Energy at the
times as set forth in Section 3.2. This information will
include (i) the incremental cost, as set forth in Section 6.9
of the Replacement Energy that can ba made available; and
{ii) the quantity and period of time such energy is expected
to be available. Southern Companies, in the sole discretion
of SCS, shall determine if capacity is available on their
systens for Replacement Energy.

3.10.2 Replacement Energy shall be supplied to
contemporanecus parties from generating units in economic
dispatch on the systems of Southern Companies after serving
Southern Companies' own system requirements and the following
transactions which shall have priority: (1) any seasonal or
capacity exchange agreements now existing or entered into in
the futures (ii) any firm power interchange sales to other
utilities or third parties now existing or entered into in the
future; (iii} any unit power sales agreements for the sale of
capacity and energy from a specific unit or units (including
any Unit Energy or Alternate Energy furnished under provisions
similar to that specified in this UPS Agreement) now existing
or entered into in the future: (iv) any lLong Term Power sales
with other utilities or third parties which were executed
prior to the date of this UPS Agreement; (v) any sales of
Supplemental Energy under the provisions of unit power sales
agreements {now existing or entered into in the future)
similar to the provisions of this UPS Agreement: (vi) any
Replacement Energy sales under existing unit power sales
contracts with FPL and JEA; and (vii} any short term capacity
sales under the existing interchange agreement between APC and
Alabama Electric Cooperative, Inc.

3.10.2 Each Replacement Energy transaction shall be
agreed upon by the parties hereto prior to commencement of
delivery of such energy. It is anticipated that, after
Southern Companies have supplied the information pursuant to
Section 3,10, the parties will establish a preliminary
schedule for energy deliveries hereunder for the next day.
Approximately thirty (30) ninutes before the transaction is
scheduled to commence, Southern Companies shall quote the
price in dollars per megawatt hour ($/MWH) for Replacement
Energy for the next hour and will provide similar quotes for

18



each subsequent hour during the period of the transaction. As
soon as practicable after the time of each price quote for the
next hour, Corporation shall determine whether or not to take
Replacement Energy during that next hour. If after the time
of the price quote for the next hour and prior to the time of
the price quote for the subsequent hour Southern Companies
determine, in their sole judgment, that all or a portion of
the then ‘scheduled Replacement Energy can no longer be
delivered, Southern Companies shall give as nmuch notice as
possible .0f the need for Corporation to change its schedule of
Replacesent Energy to energy that may be available under other
provisions of this UPS Agreement at the naxt scheduling time
for the subsequent hour. The delivery of Replacement Energy
during the next hour may ‘be continued at the option of

COrporaticqthdbjoct te the pricing provisions of Section 6.9.

3.10.3 Replacement Energy is not intended and shall not
be interpreted to change or modify the cbligations, rights and
duties of the parties under other provisions of Article III of
this UPS Agreemsnt except that Replacement Energy scheduled
hereunder will be deemed to satisfy the provisions of Section
3’5.

ARTICLE IV

ESTABLISHMENT, OF DELIVERY POINTS
AND FROVISJION FOR TRANSMISSION CONTINGENCIES

4.1 Points of Delivery: Southern Companies shall
deliver the power and energy purchased by Corporation
hereunder to the Points of Delivery specified in Article IIX
of the Interchange Contract.

4.2 Iransmiseion contingencies: 1In the avent energy
scheduled to be delivered hereunder cannot be delivered or
received because of contingencies of any nature affecting
transmission facilities of either party hereto, there shall be
no reduction in capacity charges hereunder; provided, however,
where such inability to deliver energy hereunder continues for
more than twe (2) weeks because of a failure of Southern
Companies to xemedy problems within their systems, then
Southern Companies shall waive capacity charges for periods
during which such deliveries continue to be affected in excess
of two (2) weeks.

During the period of a transmission contingency of less
than two (2) weeks in duration within Southern Companies!
systems, energy which could not be delivered to Corporation
shall not constitute energy made available toward the target
capacity factor provided for in Section 3.8. Energy which
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cannot be deliverad due to such transmission contingencies
will not be considered as energy made available to Corporation
for determination of the Output Facter provided for in
Section 3.5. During the period of a transmission contingency
of more than two (2) weeks in duration, the parties hereto
acknowledge and agree that certain adjustments in operating
and accounting procedures will be nacessary and that such
adjustments will be made in an equitable manner consistent
with principles set forth in this UPS Agreement. Such

adjustments will be referred to the Operating Representatives
for resolution.

To the extent the occurrence of a contingency is
controllable, Southern Companies shall use their best efforts
consistent with Prudent Utility Practices to prevent the
occurrence of contingencies which would result in restricted
scheduled deliveries of power and energy hereunder and if not
prevented shall promptly exert best efforts consistent with
Prudent Utility Practices to restore the affected facilities
to provide for deliveries as scheduled.

4.3 Limitation of Transmission Pacilities: Southern
Companies and Corporation recognize and acknowledge that
transmission facilities pursuant to this UPS Agreement and
other interconnections now existing or which w®may be
constructed in the future between Southern Companies and other
electric utilities in Florida are governed by principles and
guidelines set forth in the Reliability Coordination Agreement
effective July 1, 1980 between Southern Companies and Florida
Electric Power Coordinating Group (“RCA®"). Southern Companies
and Corporation agree that in order for the full benefit of
this UPS Agreement to accrue to the parties hereto while
preserving the reliability of their systems, such principles
and guidelines must be observed throughout the duration of
existing power purchase and sale agreements, this UPS
Agreement, and any and 2all power purchases and sales
contemplated in the future.

Southern Companies and Corporation hereby agree to
observe “Transfer Limit" bpetween Southern Companies and
Florida (excluding GuPC). Transfer Limit has been defined by
the Executive Council of the RCA as the first contingency
transfer capability utilizing the criteria established by the
Executive Council. In the event the RCA or its successor
agreement expires or fails to define Transfer Limit, Transfer
Limit will be defired for this UPS Agreement by the criteria
set forth below:

4.3.1 Transfer Limit: The Southern-Florida (excluding
GuPC) Transfer Limit is defined as the total amount of power
that can be transferred from Southern Companies to Florida
(excluding GuPC) for periods up to several days with an
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assurance of adequate systen reliability, based on the most
limiting of the following:

(2) With all transmission facilities in service, all
facility loadings are within normal ratings and all
voltages are within normal limits,

(b} The bulk power electrical system is capable of
absorbing the dynamic power swings without separa-
tion between Southern Companies and Florida
(excluding GuPC) and of remaining stable following
the 1loss of any single transmission circuit,
breaker, or transformer in Southern Companies
systems including the Southern-Florida interconnec-
tion circuits, or following the loss of the largest

gensrating unit in Florida or in Southern Companies'
systems.

(¢) After the dynamic power swings following a distur-
bance contemplated under (b), but before operator-
directed system adjustments are wade, all transmis-
sion facility loadings are within emergency ratings
and all voltages are within emergency limits.

4.3.2 The parties hereto agree that, with the exception
of the period January 1, 1993 through May 31, 1993, the total
capacity and energy to be delivered to Plorida (except GuPC)
under existing unit power sales contracts with FPL and JEA,
this UPS Agreement (including capacity and energy which may be
taken under early option provisions), contemporaneous unit
power sales contracts with other contemporaneous parties
{(including capacity and enexrgy which may be taken under early
option provisions), and an existing contract providing for
Long Term Power sales to the City of Tallahassee can be
accommodated under the now-existing Transfer Limit and should
such Transfer Limit be reduced, so as to limit Southern
Companies' ability to deliver energy as a result of actions by
Corporation or conditions on the electric system of
Corporation, there will not be a reduction in capacity charges
under this UPS Agreement except in instances caused by actions
of Southern Companies or conditions on the electric systems
of Southern Companies and such reduction in Transfer Limit
continues for more than two (2) weeks. With respect, however,
to the period January 1, 1993 through May 31, 1893,
Corporation and Southern Companies recognize that the Transfer
Limit may be exceeded as a result of the exercise by
Corporation and other contemporaneous parties of early option
provisions similar to the early option incorporated in Section
2.2.1 of this UPS Agreement. In such cvent, the capacity to
be sold under the early options will be prorated among
Corporation and other contemporaneous parties (based upon the
total unit power capacity sales toc Corporation and other
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contemporanecus parties on June 1, 1995) so as not to exceed
the Transfer Limit; provided, however, that with respect to
such early option capacity, Corporation shall only pay for
that amount of capacity it is entitled to receive under the
early option atter any proration.

4.3.3 If either party hereto desires <to schedule
transfers between Southern Companies and Florida (excluding
GuPC} in excess of the level of transactions under existing
unit power sales contracts with FPL and JEA, this UPS
Agreement (including capacity and energy which may be taken
under early option provisions), contemporanecus unit power
sales contracts with other contenporaneous parties (including
capacity and energy which may be <taken under early option
provisions), and an existing contract providing for leng Term
Power sales to the City of Tallahassee so as to exceed the
then existing Transfer Limit, then such party, in conjunction
with any other thixd parties in interest, shall install
facilities on their system or take any actions which are
necegsary to permit the desired transfer in conformance with
this Section 4.3.

4.3.4 Schedules of power by Southern Conpanies to
Florida (except GuPC) in excess of the level of transactions
under existing unit power sales contracts with FPL and JEA,
this UPS Agreement (including capacity and energy which may be
taken under early option provisions), contemporaneous unit
povwer sales contracts with other contemporaneous parties
(including capacity and energy which may be taken under early
option provisions), and an existing contract providing for
Long Term Power sales to the City of Tallahassee may create an
undue burden on the transmissjon system of Corporation, even
though such schedules &are within the Transfer Limit es-
tablished under this Section 4.3. To the extent Southern
Companies propose to make any additional sales of power or
delivery of energy for others in excess of such amounts to
utilities in Plorida for periecds of one year or mnore,
Southern Companies shall notify Corporation of such proposal
and Corporation agrees to notify Southern Companies, within
sixty (60) days after receipt of notice of such proposal
whether, in its judgment, based on a good faith evaluation by
Corporation, a reasonable probability exists that such sale
will result in the Iimposition of an undue burxden on the
transmission system of Corporation. 1In the event Corporation
fails to identify any such burden within such time, the
agreement for such sale by Southern Companies shall not be
prohibited by this UPS Agreement. To the extent Corporation
identifies any potential burden on its transmission system
resulting from such sale, Corporation agrees to meet with
Southern Companies and the party or parties to whom such sale
is to be made to discuss in good faith what facilities or
operating prccedures are necessary to aveoid such burden. in
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the event no agreement can be reached as to methods of

avoiding such burdens, Southern Companies shall not entar into
such sales.

In the event Southern Companies schedule transfers to
Florida (except GuPC) in excess of the lavel of transactions
identified above under schedules involving sales of power, or
delivery of energy for others of less than one year duration,
then, to the extent such scheduled transfers together with
other sales do not exceed the Transfer Limit established under
Section 4.3 above, such schedule of power shall not be
prohibited by this UPS Agreement unless Corporation notifies
Southern Companies that, in its reasconable judgment made in
good faith, a burden on its transmission system has been
created by such schedule. Southern Companies shall upon
receipt of such notice reduce its schedule of such transfers
to an acceptable level.

S.1 > Pove ale Pe Rate €0 - Progedure:
Corporation and Southern Companies recognize that the cost of
providing the unit power and electric services contemplated
herein may change during the term of this UPS Agreement.
Thus, in order for Southern Companies to be compensated fairly
and adequately, it will be necessary toc revise or update, on a
periodic basis, the cost, expense, and investment figures
utilized in the derivation of the capacity charges and certain
components of the energy charges provided for in this UPS
Agreement.

In order to facilitate revisions or updates of the
charges calculated under the basic procedure and nethodology
outlined in this UPS Agreement, Southern Companies have
adopted a Unit Power Sale Periodic Rate Computation Procedure
Manual (“Unit Power Sale Manual") which is attached hereto as
Exhibit ¢ to this UPS Agreement and incorporated herein by
reference. The Unit Power Sale Manual describes in detail the
methodology and procedure to be utilized 4in the periodic
calculation of charges provided for in this UPS Agreement.

The Unit Power Sale Manuai, together with this UPS
Agreenent shall serve as a forrmulary rate allowing periodic
revisions of the charges to reflect changes in costs of
providing the services contemplated by this UPS Agreement.
The capacity charges and certain components of the energy
charges calculated in accordance with the Unit Power Sale
Manual will be shown on the Unit Power Sale Informaticnal
Schedule further described in Section 5.2 herein.
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S.2 Unit Pover Sale Informational Schedule: The Unit
Power 5Sale Informational Schedule for Southern Companies
showing estimated charges for the unit power sales con-
templated by this UPS Agreement is attached heretc as Exhibit
D for example purposes only and will be replaced with an
updated Unit Power Sale Informational Schedule showing the
initjal charges for the unit power sales on or before November
1l of the year preceding the first calendar year in which the
unit power sales occur. The Unit Power Sale Informational
Schedule will be revised for each calendar year during the
continuation of unit power sales hereunder. Revisions of
charges contained in the Unit Power Sale Informational
Schedule shall follow the methodology and procedure set forth
in this UPS Agreement and the Unit Power Sale Manual. A
revised Unit Power Sale Informational Schedule shall be
submitted by Southern Companies to Corporation on or before
November 1 of each year for application on January 1 of the
following year. This time period will allew Corporation and
Southern Companies to verify that the charges contained in the
revised Unit Power Sale Informational Schedule have been
computed in accordance with this UPS Agreement and the
zethodology and procedure set forth in the Unit Power Sale
Manual. Since the charges contained in the revised Unit Powver
Sale Informational Schedule will be computed in accordance
with formulary rate method and procedures described in this
UPS Agreement and the Unit Power Sale Manual, it is the intent
of Southern Companies and Corporation that such revisions will
not be changes in rates which would require a filing and
suspension under the Federal Power Act and the applicable
rules and regulations of FPERC. A revised Unit Power Sale
Informational Schedule will be filed with FERC, or its
successor in interest, for informational purposes to show the
application of the formulary rate method and procedure and the
resulting charges provided for in this UPS Agreement and the
Unit Power Sale Manual.

5.3 L § n_of apaci and Ener .
i W e te Compu io u

Manpual: In addition to the right to change the charges as
described in Sections 5.1 and 5.2 above, Southern Companies
shall have the right to amend the formulary capacity and
energy rates established in this UPS Agreement, Unit Power
Sale Manual, and Unit Power Sale Informational Schedule. This
right shall be limited to the following changes in the
formulary capac¢ity and energy rates: (i) changes in provision
for percentage return on equity capital; and (ii) changes in
provisions establishing capacity losses and energy losses.
Southern Companies shall have the right to unilaterally make
application to FERC for a change in rates under Section 205 of
the Federal Power Act and pursuant to FERC's rules and
regulations promulgated thereunder with respect to the
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specific matters identified above. In all such events,
Corporation shall be free to support or contest such amendment
or raise any cbjection it may have to such amendment before
FERC. As to the two above-identified subjects over which
Socuthern Companies retain the right to unilataral £iling under
Section 205, Corporation shall have the right to sesk changas
under Sectien 206 under a just and reasonable and non-
discriminatory standard, as opposed to a public interest
standard. Southern Companies shall further have the right to
file unilateral changes in the capacity and energy rates to
the extent, at any time, any additional legitinate cost not
now in existence, is incurred with respect to charges for
capacity and energy (including government impositions}, which
such cost is not recouped under the ‘capacity and energy rates
set forth herein. Corporation will support any such change
and cooperate and assist Southern Companies in securing
approval by FERC of such additional charges to the extent the
additional charge can reasonably be defended by Corporation.
Corporation has the right to oppose any such cost (or part
thereof) which it, in good faith, does not consider to be an
additicnal or lagitimate cost not now in existenca.

5.4 ateral Changes Resu NG QR qulatory Action:
In addition to the rights set forth in Section 2.2.5, Southern
Companies shall further have the right to file one or more
unilateral changes in the capacity and energy rates under
this UPS Agreement if the rates provided for in this UPS
Agreement are disapproved or wmodified by FERC, or its
successor. Corporation agrees to support any such change and
cacperate and assist Southern Companies in securing approval
by FERC of such change to the extent the change by Southern
Companies would not result in the imposition of higher
estimated charges to Corporation than those which would have
been produced under this UPS Agreement prior to the action
taken by FPERC:; provided, however, that Corporation's support
is contingent upén its determination that it can reasonably
defend such change otherwise. 1If Corporation determines that
it cannot, in good faith, support such change nothing herein
will prevent it from opposing the change before FERC.

[
A=

5.5 Establishme [nitial | £ ) Ecu ] nd
Provisjons for Change in Return on Common Equity: The initial
return on common equity to be included in the formula rates to
establish production and transmission capacity costs for unit
power purchased and sold from the Miller Plant and Unit 3 of
the Scherer Plant shall be 13.75%. Six (6) months prior to
the time initial sales are scheduled under this UPS Agreement,
representatives of Southern Companies and Corporation shall
meet <t€o discuss whether such return on equity remains
appropriate for use. 1If the parties hereto agree upon a new
return on common equity to be incorporated in this UPS
Agreement, Southern Companies will make an appropriate filing

-
Il
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with FERC three (3) months in advance of the date when sales
are to commence. In the event the parties hereto are unable
to agree upon an appropriate return on common equity, Southern
Companies will file the 13.75% return on common equity or a
new return on common equity to be incorporated into this UPS
Agreement and Unit Power Sale Manual together with a request
that FERC establish an appropriate return on commen equity to
be observed by the parties hereto under the dJust and
reasonable and non-discriminatory standard. Any excess
charges attributable to the return on common equity filed by
Southern Companies (in the event of failure to agree upon such
return prior to initial sales and a determination of a lower
return by FERC) shall be subject to refund with interest (such
interest being determined under the method prescribed by FERC)
from the commencement of such sales. The return on common
equity established by FERC in the event of fajlurs tc agree
upon such return prior to initial sales shall be subject to
subsequent change by unilateral filing of Southern Companies
under Section 205 of the Federal Power Act and regulations
thereunder or by order of FERC under Section 206 of the
Federal Power Act upon complaint by Corporation. As to any
such subsequent changes, in the event that FERC sets the
return on common equity for hearing under Section 206, (i) the
FERC's determination of the return on equity shall be rendered
under the just and reascnable and non-discriminatory standard
rather than under the public interest standard; and (ii) only
in the event of a proceeding initiated by complaint of
Corporation, charges attributable to the return on equity
shall be subject to refund from the filing date of any
Pleading requesting such proceeding.

ARTICLE VI
CHARGES FOR SERVICE

6.1 Rates: Corporation shall pay each month for the
capacity and energy furnished hereunder and transmission
losses associated therewith on the following bases:

6.2 Capacity Rates: With respect to each unit from
which capacity is made available to Corporation pursuant to
Article IXI, the capacity charge shall be the sum of the dollar
per kilowatt-month charge produced by the applicable formulary
rate set forth in Article II of the Unit Power Sale Manual for
each unit plus the dollar-per kilowatt-month charge produced
by the formulary rate set forth in Article IIl thereof for
associated transmission capacity. The dollar per kilowatt-
month charge f£or each unit produced by the formpulary rate
shall be multiplied by the number of kilowatts of capacity
from such unit made available to Corporation pursuant to
Article II hereof each nmonth and the sum of the charges for
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all units during each month shall be paid by Corporation in
accordance with Section 7.1. In the event the Net Dependable
Capacity of any unit from which capacity sales are to be made
to Corporation is determined to be zero for any vyear,
Corperation shall be responsible for the dollar per kilowatt-
month charge for such unit produced by the formulary rate
assuming such Net Dependable Capacity equaled the Expected
Capacity and multiplying such charge by the capacity to which
Corporation would have been entitled in such circumstance.
Corporation shall not be responsible for capacity charges for
any such unit to the extent the Net Dependable Capacity for
such unit is zero for any year due to causes within the
reasconable control of the operating company of Southern
Companies responsible for operating the unit, as governed by
Prudent Utility Practices. Southern Companies shall true-up
the capacity charge, on a pericdic basis (not less frequently
than annually), to reflect actual costs. Such true-up will be

performed in accordance with Article IX of the Unit Power Sale
Manual.

6.3 PBase Enerqgy Rates: For Unit Energy supplied to
Corporation during each month from the units specified 1in
Exhibit A pursuant to Section 3.4, Corporation shall pay an
amount per megawatt hour ("MWH") called Base Energy Rate
delivered from each unit equal to the sum of the following
items (expressed in $/MWH):

{(a) Fuel Cost for each unit, which is defined in Article
IV of the Unit Power Sale Manual, together with the
procedure for determining this component of the
energy charge.

{b) The variable operation and maintenance expenses for
the unit. The procedure for determining this
component of the energy charge is descriled in
Article V of the Unit Power Sale Manual.

{(c) Compensation for transmission losses, based on the
average transmission loss percentage (¥L,) . The
procedure for determining "$Lo," is set forth in
Article VII of the Unit Power Sale Manual. Using
(a) and (b) above,

(c) = [(a) + (b)) ( (3o = 100) ]
1-(3L, + 100)

6.4 Alternate Energy Ratesg: For energy supplied to
Corporation at any time from alternate sources owned or
operated by Southern Companies, in accordance with Section
3.7, Corporation shall pay an amount per MWH delivered which
is the least of (i) the Base Energy Rate as determined in
Section 6.3 for ¢the unit for which Alternate Energy is
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provided; (ii) the Normalized Energy Rate as determined in
Section 6.6 for the unit for which Alternate Energy is
provided; or (iiij} one-half (0.5) the sum of the Base Energy
Rate for such unit and the cost of such Alternate Energy
determined by the following principles:

For Alternate Energy vhether supplied from an assigned
unit of Southern Companies, or from the units in economic
dispatch on the systems of Southern Companies, the cost of
such energy ($/MWH) shall be the incremental expense of the
assigned unit or the units in economic digspatch which is
incurred in ‘supplying the energy. With respect to energy
supplied from units in economic dispatch, such energy shall be
considered as having been delivered at the incremental cost of
Southern Companies after serving their own systeas’
requirements (including energy used for pumping at pumped
storage hydroelectric projects) and other power sale commite
ments taking precedence before delivery of such energy. The
only power ‘sale commitments taking precedence before delivery
©of such Alternate Energy are: (i) any seasonal senergy or
capacity exchange agreements now existing or entered into in
the future; and (ii) any firm power interchange sales tc other
utilities or third parties now existing or entered into in the
future. The expense from assigned units or units in economic
dispatch shall fnclude only the incremental cost of fuel,
variable operation and maintenance expenses, change in system
transmission losses, and other such energy related costs
which would otherwise not have been incurred.

6.5 Supplewmental Enepay Rates: For energy supplied to
Corporation at any time pursuant to Section 3.8, Corporation
ehall pay an amount per MWH delivered which is the greater of
{1) the Base Energy Rate for the unit for which Supplemental
Energy is provided, as determined in Section 6.3; provided,
however, such Base Energy Rate shall be limited to a value no
greater than the Normalized ZEnergy Rate as determined in
Section 6.6 for such unit; or (ii) the incremental cost of the
units in economic dispatch incurred by Southern Companies
after serving their own systems' requirements (including
energy used for pumping at pumped storage hydroelectric
projects) and other power sale commitments taking precedence
before dellvery of such Supplemental Energy as defined in
Section 3.8.5. The expense of units in economic dispatch
shall lInclude only the incremental cost of fuel, variable
operation ‘and maintenance expenses, change in system transmis-
sion losses, and other such energy related costs which would
otherwise not have been incurred.

6.6 umliz_gumg& The Normalized Enexrgy Rate

each month for each unit specified in Exhibit A shall be equal
to the sum of the following items (expressed in $/MWH):
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(a) Normalized Fuel Cost for the unit, which is defined
in Article IV of the Unit Power Sale Manual.

(b} The variable operation and maintenance expenses for
the unit as described in Article V of the Unit
Power Sale Manual.

(¢} Compensation for transmission losses, based on the
average transmission loss percentage {3Le) set forth
in Article VII of the Unit Power Sale Manual.

Using {a) and (b) above,

(€) = [(a) + (b)) " [ __{$Le + 100} ]
I-(3Lg + 100)

6.7 Station Service charges: For station service
energy required each month for a unit specified in Exhibit A
during the hours in which the net electrical output of such
unit is equal to or less than zero, Corporation shall pay an
amount per MWH, for a pro rata share of such statior service
energy based on the ratio of Corporation's capacity entitle-
ment in such unit pursuant to Article II to the Net Dependable
Capacity of such unit, equal to the Base Energy Rate of such
unit as determined in Section 6.3: provided, however, such
Base Energy Rate shall be limited to a value no greater than
the Normalized Bnergy Rate as determined in Section 6.6 for
such unit.

6.8 Discretionary Enerqgy Rates: For energy supplied to
Corporation at any time pursuant to Section 3.9, Corporatiocn
shall pay an amount per MWH delivered which is the greater of
(a) Weighted Average Energy Rate for Corporation's pro rata
share of all units as determined by the following formula:

WAER = UPC, X ER, +...4 UPCn_ X_ERN
UPCI + UPCz + ... UPCN UPCl + UPCz + e + UPCN
Where:

WAER = Weighted Average Energy Rate for
Corporation's pro rata share of all
units.

N = Total number of wunits to which
Corporation has capacity entitlement.

UpCy = Unit Power Capacity entitlement of
Corporation from such unit determined
in accordance with Article II.
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ERy = Unit's respective Energy Rate which
is lesser of (1) the Basea Energy Rate
of such unit as detercined in
accordance with Section 6.3; or (2)
the Normalized Energy Rate of such
unit as determined in accordance with
Section €.6.

or (b) the incremental cost of the units in economic dispatch
incurred by Socuthern Conmpanies after serving their own
systems' requirements and needs, and any other energy sales
taking precedence before delivery of such Discreticnary Energy
as defined in Section 3.9.1. The expense of units in economic
dispatch shall include only the incremental cost of fuel,
variable cperation and maintaenance expanses, change in systenm
transmission losses, and cther such energy-related costs which
would otherwise not have been incurred.

6.9 Replacement Enerqgy Rates: For Replacement Energy
supplied to Corporation pursuant to Section 3.10, Corporation
shall pay an amount per MWH equal to the hourly quoted rate
agreed upon by the parties hereto prior to commencement of
delivery of such energy for the next hour. The incremental
cost quoted by Southern Companies for each hour (determined in
accordance with the priorities established in Section 3.10.1)
shall be based on the estimated incremental cost o1 fuel,
estimated incremental maintenance cost: estimated incremental
change in system transmission losses attributable to the
transaction; and other costs, directly attributable to the
transaction. If Corporation elects to continue receipt of
Replacement Energy during the next hour after being notified
that Southern Companies, in their sole judgment, can no longer
make available Replacement Energy at the quoted price, the
price of such energy shall be the greater of the quoted price
for such Replacement Energy or the Weighted Average Energy
Rate for Corporation's pro rata share of all units (WAER) as
determined in Section 6.8.

ARTICLE VII

7.1 resentation andg ayment. of Bill £o _
Charges: Capacity charges in the amounts determined in
accordance with Article VI for each month shall be stated in
an jnvoice presented by Southern Companies to Corporation on
or before December 1 of each year stating the amount due each
month during the ensuing year. To the extent the monthly
capacity charges specified in any such invoice change as a
result of causes specified in this UPS Agreement, an amended
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invoice shall be presented to Corporation by Southern
Companies as soon as practicable after such change occurs. On
or before the fifteenth day of each month of the ensuing year,
Corporation shall make payment to Southern Companies in
accordance with the invoice or amended invoice in immediately
available funds through wiring of funds or other mutually
agreeable metheds of payment. Payments of capacity charges
not made when due shall accrue interest, at one hundred five
percent (105%) of the prime rate guoted on the date due by
Manufacturers Hanover Trust Company in New York, New York,
from the due date to the date of payment (a day shall equal
1/30 of a month). Any adjustment due to be made as a result
of the procedure set forth in Section 2.2.17 or Article IX of
the Unit Power Sale Manual ‘shall be added to or subtracted
from the invcocice due to be paid in the ponth next following
the date on which Corporation is notified by Southern
Companies (by mail and telecopy on the same day} of such
adjustoent. Such payment shall alsc include any amounts
theretofore inveiced by Southern Companies and not paid by
Corporation associated with the administration of the true-up
provision as specified in Article IX of the Unit Power Sale
Manual. Payments of capacity and transmission charges which
are in excess (or deficient) of amounts which would have been
due based upon actual trued-up costs shall be credited (or
debited) to Corporation together with interest thereon from
the date payment was due on the budgeted amount to the date
payment is made for credit (or debit) resulting from the true-
up. Interest on the excess or deficient amount shall be
accrued at one hundred percent (100%) of the prime rate quoted
by Manufacturers Hanover Trust Company in New York, New York,
on the date payment of the budgeted amount was due. Said
prime rate shall be applicable until the next succeeding
payment date, at which time interest shall accrue at one
hundred percent (100%) of the prime rate quoted by
Manufacturers Hanover Trust Company on the date such next
succeeding payment was due. This interest accrual procedure
shall be repeated monthly until such time as the excess (or
deficient) amounts are credited (or debited) to Corporation.

7.2

pesentcact) BOs 2N A L NE Ygle
: As proumptly as practicable after the first o

each month during the term hereof, an invoice shall be sent by
Southern Companies by mail and by telecopy on the same date
stating the charges determined in accordance with Article VI
for energy sold and delivered to Corporation hereunder during
the preceding month together with any other charges then due
by Corporation toc Southern Companies pursuant to the terms of
this UPS Agreement. Al]l such invoices shall be due and
payable within ten (10) days from the date of mailing (as
determined by postmark) by Southern Companies, or by the 20th
day of the month, whichever is later. Corporation shall make
payment to Southern Companies in accordance with such invoices
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on or before the date due in imnediately available funds
through wiring of funds or other zutually agreeable methods of
payment. Bills not paid when due shall accrue interest, at
one hundred five percent (105%) of the prime rate quoted on
the due date by Manufacturers Hanover Trust Conpany in New
York, New York, from the due date to the date of payment (a
day shall equal 1/30 of a month). With sach monthly invoice,
Southern Companies will provide Corporation a monthly
statement to show the energy transactions and the basis for
the settlement pertaining thereto, including the fuel cost
components of energy charges. To expadite submission of
invoices, the most recently available cost data will be used
for the initial invoice. An adjusted inveice, if required to
reflect the actual charges dua for wnergy, shall bhe incliuded
in the =monthly invoice immediately follovwing the initial
invoice, together with accrued interest on overpayments (or
underpayments) at one hundred percent (100%) of the prime rate
as provided for in Section 7.1.

7.3 Risputed Invoice: 1In case any portion of an invoice
submitted pursuant to Sections 7.1 and 7.2 is in bona fide
dispute, the undisputed amount shall be payable when due; and
the remainder shall be paia promptly, upon determination of
the correct amount, in accordance with Sections 7.1 and 7.2,
including interest at one hundred percent (100%) of the prime
rate as provided for in Section 7.1. Upon request by
Corporation, Socutharn Companies shall provide copies of
supporting documentation and records necessary to verify
invoices whether disputed or undisputed.

7.4 pudit Rights and Fipality of Bills: Corporation
shall, upon written notice, have the right to audit any and
all books and records of Southern Companies which relate to
and are necessary for verification of charges and costs
included in invoices or amended invoices rendered under this
UPS Agreement. Such audit rights shall extend for a period of
three (3} calendar years prior to the calendar year in which
Corporation gives written notice to Southern Companies of its
intention to perform an audit or have an audit performed. All
charges and costs billed or invoiced to Corporation during a
subject calendar year shall become final and not subject to
adjustment after the expiration of three (3) calendar years
after the end of the subject calendar year if Corporation has
not giren written notice to Southern Companies of audit
findings and any request for adjustments to bills or invoices
rendered by Southern Companies during the subject calendar
Year (e.g., 1995 calendar year charges and cost billed or
invoiced will be final if a notice and request for adjustment
is not received by Southern Companies by December 31, 1l998).
Audits shall, at the option of Corporation and at
Corporation's sole expense, be performed by Corporation, or a
nationally recognized accounting firm experienced in utility
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accounting practices. Upon request, Southern Companies will
be entitled to review the complete audit report and any
supporting material.

After Southern Companies have been advised by written
cammunication of the audit findings, <the Operating
Representatives will be responsible for arranging meetings
between representatives of the parties hereto, to discuss and
resclve all audit findings in an expeditious manner. It is
contemplated that any adjustments to invoices or bills as a
result of the audit will be resolved within a six (6) month
period from the date of receipt of written communication from
Corporation of the audit findings and request for billing
adjustment. If the parties liereto are unable to resolve audit
findings within such six (6) month periocd, interest on any
adjustments made as the result of such audit after the close
of such period shall accrue at one hundred and five percent
(105%) of the priwe rate quoted by Manufacturers Hanover Trust
Company from the date of the receipt of written communication
from Corporation, instead of the one hundred percent (100%)
prime interest rate provided for in Section 7.1,

In the cage of internal audits or other audits performed
by or for Southern Companies, any adjustments te correct
previcus invoices or bills rendered under this UPS Agreement
shall only be permitted for a pericd of three (3) calendar
years prior to the date Corporation is rendered an adjusted
invoice or bill. Upon request, Corporation will be entitled

to review the conmplete audit report and any supporting
naterials.,

ARTICLE VIII

8.1 stablls [ _Opera Committee: Corporation
and SCS, acting as agent for Scouthern Companies, shall each
appoint one representative ("Operating Representative®) to act
for it in matters pertaining to detailed operating
arrangements for delivery of power hereunder, and Corporation
and SCS may each appoint an alternate to act for it in the
absence ©of its Operating Representative. The two Operating
Representatives, or their alternates, so appointed shall
cemprise and be referred to as the Unit Power Sales Operating
Committee. Evidence of such appointment shall be given by
written notice to each of the parties, and such appointments
may be changed at any time by similar notice.

8.2 i i i ow
Committee: The Unit Power Sales Operating Committee, 1in
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addition to matters specifically referred to elsewhere in this

UPS Agreenment,

(a)

(b)

(<)

(d)

(&)

(£}

(9)

(h)

(1)

(3)

shall be responsible for the following:

Establishment of procedure for communications

with respect to energy availability and
scheduling under Article III.

Establishment of arrangements for metering,
telemetering, computer data 1ink,
telecommunications, data acquisition, etc.,
associated with the delivery and receipt of
pover and energy hereunder tc the extent not
provided for by the Operating Committee
established under the-Interchange Contract.

Communications with respect to the construction
and schedule for commercia)l operation of the
units specified in Section 2.1.

Establishment of control and operating
procedures to the axtent not provided for by

the Operating Committee under the Intexchange
Contract.

Establishment of wmethods and procedures for
accounting and billing hereunder.

Communications with respect to determination ot
capacity available from each unit under Section
2.3 including adjustments to Net Dependable
Capacity as may be necessary to reflect changed
conditions or anticipated conditions.

Development of forecasts by month of energy
availability, demand and pricing, including
capacity costs for use in planning by the
parties.

Communications with respect to the maintenance
of the units specified in Section 2.1 including
the review and coordination of annual wain-
tenance schedules for the upcoming five (95)
year period.

Coumnunications with respect to minimunm
operating conditions when it becomes necessary
to manage fuel stockplles under Section 3.6.

Such other duties as may be conferred upon it

by mutual agreement of Corporation and Southern
Companies,
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Both Corporation and Southern Companies shall cooperate in
providing to the Unit Power Sales Operating Committee all
information required in the performance of its duties. If the
Unit Power Sales Operating Committee is unable to agree on any
matter falling under its jurisdiction, such matter shall be
referred by the Operating Representatives to thelr principals
for decision. Fallure of the principals to agree on any
matter referred to them shall not constitute a basis for
cancellation of this UPS Agreement. All decisions and
agreepents made by the Unit Power Sales Operating Committee
shall be evidenced in writing.

8.3 Unit Powver Sales Operating Committee Meetings: The
Unit Power Sales Operating Committee shall hold an annual
meeting at a time and place agreed upon by its wmembers and
review the duties set ferth herein. when requested by either
Corporation or Southern Companies, the Unit Power Sales
Operating Committee shall also meet at the earliest oppor~
tunity for consideration of matters under its jurisdiction.

9.1 Rele of SCS: SCS joins in the execution of this
Agreement for the sole purpose of serving and acting as agent
for Southern Conmpanies jointly and severally. Southern
Companies may designate a new agent from time to time under
this UPS Agreement by giving Corperation ten (10) days'
written notice in which event the authority of SCs, as agent,
shall cease and the newly designated agent shall be
substituted for the sole purpose of serving and acting as
agent for Southern Companies jointly and severally.

2.2 Payments and Notices to Agent: Corporation shall be
entitled to make all payments due to be made in accordance
with this UPS Agreement to SCS, or such other agent of
Southern Conmpanies as designated under Section 9.1, and the
making of such payments shall discharge Corporation's
ocbligation hereunder notwithstanding the fact that such
payments shall be due to be paid to one or more of Southern
Companies. Corporation shall be entitled to make any notices
provided for in this UPS Agreement to the Vice President-
Operating and Planning Services of SCS or such other person as
Southern Companies may designate.
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ARTICLE X

MISCELLANEOUS PROVISIONS

10.1 Intexxelationship with Interchange Contract: It is
recognized by the parties hereto that the Intarchange Contract
as of the date hereof governs the interconnected operations of
the parties hereto necessary for conduct of the transactions
contemplated hereunder. To the extent not inconsistent
herewith, such Interchange Contract, including any amendments
thereto, shall govern the operations of the parties hereunder.
In the event such Interchange Contract is terminated or
cancelled during the term of this UPS Agreezsnt, the
provisions of such Interchange Contract which are essential
for the continuation of transactions hereunder shall survive
the termination or cancellation of such Interchange Contract.

10.2

! The parties hereto agree that the
following provimions of the Interchange Contract are specifi-~

cally incorporated herein by reference as though fully set
forth herein:

(a) Sectlon 5.4 EKilovar Supply.
(b) Section 5.5 Determination of Amounts of Power

(¢) Section 6.2 Metering and Meterine Facilities.
(d) Section 6.3 Inspecting and Testing of Meters.
(e) Section 7.1 Records.

(£) Section 9.5 Third Parties.

(g) Section 10.5 Wajvers.

(h) Section 10.6 Successors and Assigns.

10.3 Specification of Sole Obligation or Sole Remedy:
With respect to the matters provided for herein where this UPS
Agreement specifies an obligation or remedy as being the sole
obligation or remedy, it is the agreement and intent of the
parties hereto that such obligation or such remedy is the
exclusive obligation or remedy. No expansion of such
obligation or remedy shall be provided in any suit, action or
proceeding of any nature whatscever, whether the clain
underlying such suit, action or proceeding is based on
contract, tort {including strict liability) or otherwise.
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10.4 : In
connection with the operation and maintenance of units from
which Corporation is entitled to capacity, other facilities
{including transmission) referenced in this UPS Agreement and
other facilitjes required in support of Southern Companies'
obligations under this Ups Agreement, Southern Companies'
standard of management and performance during the term of this
UPS Agreement shall be at least equal to the standard which
they would use if such units and facilities were solely for
their own territorial customers.

10.S5 » e For
purposes of this UP5 Agreement, "Prudent Utility Practices™ at
a particular tice shall mean any of the practices, methods and
acts engaged in or approved by a significant portion of the
electric utility industry prior to such time, or any of the
practices, methods and acts which, in the exercise of
reasonable judgment in 1light of the facts known at the time
the decisjon was made, could have been expected to accomplish
the desired result at a reasonable cost consistent with good
business practices, reliability, safety and expedition.
"Prudent Utility Practices" are not intended to be limited to
the optimum practice, method or act to the exclusion of all
others, but rather to be a spectrum of possible practices,
methods or acts expected to accomplish the desired results.

10.6 Linmitation of Liabilitv: In no event shall any
party hereto be 1liable (in contract or in tort, including
negligence) to any other party hereto for incidental or
consequential loss or damage resulting from performance,
nonperformance or delay in performance of obligations under
this UPS Agreenment, except where such loss or damage results
from intentional tort or fraud.

10.7 : Charges for electric
services provided for in this UPS Agreement consist of and
include both direct and indirect costs incurred by Southern
Companies attributable to activities required for the
construction, operation and maintenance of transmission and
generation facilities necessary to meet their obligations
hereunder. Corporation and Southern Companies have agreed
upon certain formulary descriptions of methodology and
procedure as contained in the Unit Power Sale Manual and this
UPS Agreement which shall be used in computation of charges.

It is recognized that the derivation and computation of
such charges will include costs both directly and indirectly
incurred by Southern Companies and that in the case of costs
indirectly incurred it will be necessary toc apply certain
allocation methods and procedures to assign such costs to the
appropriate facilities. Such costs shall he allocated by
using the allocation methods and procedures set forth in the
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Unit Power Sale Manual. If no allocation methods or procadu~-
res have been specified herein for a particular cost or cost
component, Southern Companies shall apply fair and aquitable
allocation methods and procedures consistent with Prudent
Utility Practices. Further, Southern Companies agree to
notify Corperation of such newly-developed allocations or
procedures and the parties herete will make a good faith
effort to agree with such allocations or procedures within a
six (6) month period following notification to Corporation.
If the parties hereto are unable to agree within such six (6)
month period, the matter will be referred to the Operating
Representatives in accordance with Section 8.2.

It is the intent of the parties hereto that the account-
ing for socuthern Companies' costs, both direct and indirect,
and allocations thereof shall be pursuant to assessing actual
costs incurred, and charges to Corporation shall not include
duplication or allocations of greater than one hundred parcent
(100%) of such costs.

10.8 Qection References: References herein to articles
shall be interpreted to mean all sections of the article
referenced. References to sections shall be interpreted to
mean all subsections of the section referenced.

10.9 Equs EnRloyment Opporturn ang Ciy Rights: The
parties hereby coertify that they will comply with Section 202,
Paragraphs 1 through 7 of Executive Order 11246, as amended,
and applicable portions of Executive Orders 11701 and 11758,
relative to Equal Employment Opportunity and the Implementing
Rules and Regulations of the Office of Federal Contracts
Compliance which are incorporated herein by this reference.

10.10 cContemporaneous Parties Defined: For purposes of
this UPS Agreement, contemporaneous parties will mean Florida
Power & Light Company ("FPL®") and/or Jacksonville Electric
Authority ("JBEA™) if either or both of those utilities
execute new unit power gales contracts for the purchase of
Capacity from the units specified in Section 2.1 within forty-
five (45) days of the execution of this UPS Agreement.
Execution by JEA shall mean upon approval and acceptance by
the Jacksonville Electric Authority Board but shall not mean
final approval by the City Council of Jacksonville. It is
understood that FPL and JEA have existing unit power sale
contracts with Scuthern Companies (executed in 1982) and that
Corporation will not be considered as a contemporaneous party
with respect to those existing contracts. The term
"contemporaneous parties®" as used in this UPS Agreement may
include Corporation, FPL and JEA if the context so indicates
and the above conditions are satisfied. The term “other
contemporaneous parties" as used in this UPS Agreement will
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include FPL and JEA if the context so indicates and the above
conditions are satisfied.

10.11 additional Rights: Except as to differences
(including but not limited to amount of capacity purchased and
time periods of purchases) selected by the contemporaneous
parties in initial unit power sales contracts, Southern
Companies will offer any revisions or changes to the initial
contracts (including but not limited to the return on equity,
early options and associated Long Term Power sales) to all
contemporaneous parties on non-discriminatory terms,
conditions and rights. It is recognized, however, that the
contemporanecus parties may exercise their early options in
different amounts and time periocds and that the exercise of
such options can result in capacity and anergy cost
differences between the contemporaneous parties. If either of
the other contemplated contemporanecus parties fails to
execute a contemporaneous unit power sales contract but later
(before June 1,1595) executes a contract to purchase unit
powexr, Southern Conmpanies will offer to amend this UPS
Agreement to insure that it contains equal and non-
discriminatory terms, conditions and rights.

10.12 Qther Aqreementg: The parties hereto agree that
this UPS Agreement, together with all exhibits and
attachments hereto, constitute a contractual arrangement and
agreement separate from and independent of all other existing
agreements between the Southern Conmpanies and Corporation.

10.13 Notices by Southern Companjes: Southern Companies
shall be entitled to make any notices provided for in this UPS
Agreement to the Vice President =~ System Operations of
Corporation or such other person as Corporation may designate.

10.14 sponsibi and Ind n: With regarad
to transactions pursuant to this UPS Agreement, each party
hereto agrees to operate and maintain its electrical equipment
with reasonable diligence and care and in accordance with
Prudent Utility Practices. Corporation and Southern Companies
expressly agree to indemnify and save harmless and defend the
other against all claims, demands, costs, or expense for loss,
damage eor injury to persons or property, in any manner
directly or indirectly connected with or growing out of the
generation, transmission, or use of electric capacity and
energy on its own side of the delivery point or points
hereunder, irrespective of negligence actual or claimed of the
other. It is the intention of the parties to this UPS
Agreement that each of them be responsible for their own
conduct and neither be responsible for the conduct of <the
other. This UPS Agreement in no way creates a contractual
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relationship of one party with the customers of the other
party; neither does it create a duty thereto.

[The next page is the signature page, page 41.}
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IN WITNESS WHEREOF, thae parties hereto have caused
this UPS Agreement to bhe executed by their duly authorized
officers effactive as of tha date set forth in Section 1.1.

:;a;s;\\ATTEST: FLORIDA POWER CORPORATION

— APTTEST:

y - e/,
Fss7 R. O. Usry, Vife President
Pate: _Quly /9 /96
ATTEST: ALABAMA POWER COMPANY
By L
,-m? R. 8 Buffnman, Vice Presi:dent
Date: 4
ATTEST: GEORGIA POWER COMPANY
i/ N—
' Fred D. wili amsggice President
a:
ATTEST: GULF POWER COMPANY
By J m.?, ;
E. B. Parsons, Jr Vice res dent
Ass i’éfﬂ’:’j vate: _Qedy /9 ' 76%
7 4

MISSISSIPPI POWER

By
. P ’ )
Date: [(}A&q /7 (959

ATTEST: SAVANNAH ELECTRIC AND POWER COMPANY

H. W. Kraft, V;Lce/President
5T re }- pate: Od-ﬁ-./‘?
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EXHIBIT A Page 1
ALLOCATIOR OF EXPECTED CAPACITY
FOR UNIT POVER SALES TC CORPORATION
UNDER THIS UPS AGCREEMENT
(M¥)
GEORGIA GULF
POVER POVER
ALABAMA POVER COMPANY COMPANY COMPANY
(APC) (GaPC) (GufcC)
Mi1 Mil Mi1l Ki) APC Scherer Scherer
Year Period 1 2 3 4 Toral 3 3 Toeal
1993 Jan-May - - - - - -
Jun-Dec - - - -
1994 Jan-May 58 58 58 . 174 8 18 200
Jun-Dec 41 40 40 4] 162 13 25 200
1995 Jan-May 85 85 85 85 340 20 40 &00
Jun-Pec 80 80 80 80 320 26 S4 400
1996 Jan-Dec B0 80 80 860 320 26 54 400
2010 Jan-May BO 80 80 80 320 26 54 400
TOTAL CAPACITY AVAILABLE TO CORPORATION
AND OTHER CONTEMPORANEOUS PARTIES
TO MEET THE EARLY OPTTONS
(MV)
GEORGIA GULF
POVER POVER
ALABAMA POVER CONPANY COMPANY COMPANY
(APC) (GaPC) (GuFC)
Mil Mil Mil Mil  APC Scherer Scherer
Year Period 1 2 3 4 Total 3 3 Total
1933 Jan-Hay 453 453 453 - 1359 106 is 1500
Jun-Des 300 300 W0 - 900 209 16 1125
1994 Jan-May 247 246 247 - 740 169 16 925
Jun-Dec 140 140 140 140 560 106 34 700
1995 Jan-May 100 100 100 100 400 66 34 500
Notes: Mil 1 - Miller 1, "Expected Capacity”: 666 MV
Hil 2 - Miller 2, "Expected Capacity”: 666 MU
Hil 3 - Miller 3, Expected Commercial Operation 5-1-89,
"Expected Capacity": 666 MV
Mil 4 - Miller 4, Expected Commercial Operation 3-15-91,
"Expected Capacity”: 666 MV
Scherer 3 *Expected Capacity”: B0OB HV




Year

199

1994

1993

Yoat

199)

1994

1998

19%)

1984

Governing Rxamples for Intecpretation of Early option

tndsy Sectlion 2.32.1

rramle 1
FPL,

ol their taspective sarly options deginning 1/1/93.

TA, and Corporation give proper sotice to axerciss the full amounts
The capacity tor

such sarly optisns vill be taken from the designated units in the amoumts

shown below!

Ml Mt
Pectod 1 2
Jan-¥ay 1 M
Jun~Dec 1840 1£0
Jan-May 1640 160
Jun~bee 0 %
Jan-May L )

Mil Ul
Pectod | 1 2
Jan-day 60 61
Jun-Dec 1) M
Jan-May N N
Jun-0ec "0 10
Jan-ray to 1¢

all mil
poriod A2
Jan-Hay 131 1
Jun-Dec 8?7 104
Jan-Hay S4 5)
2un—-Dec L] L1
Jan-—Hay - -

[$1}]

rlocids Power 3 Light Cospany

EXMIBIT A Page 2

urs Totsl 7" ame Pi0LD
APC Qare Gare Scherar Mivanced hivanced by Al Patcant of urs
Ml Mi1 ARC Schezer Scherer b ) Total) ContenpoTansous of Total Mvanced
3 4 Total 3 ) Total by FrL Parties Mvanced #y TPL
m - 15 ({} n [ 1) 200 1500 60.00% 100
160 - 400 112 129 600 112% . 120
160 - 400 110 10 120 600 28 64.9% 120
%0 %0 360 111 22 4:50 00 5400 0
L L] 90 160 1% n "0 450 sco 90.0% 90
Jacksonville Rlactric authoeity
s Totsl JRA Oona Fifteh
APC Qarc oure Scherer Mivanced Mvanced bty AXl Percent oL urs
M1 dl ARC Schacst scharst k] Total Conteagoransous of Total Advanced
3 4 Total L] 3 Yotal by JEA Parties Myanced y JEA
¢ - 13 14 L3 19 100 1300 13.1% a0
3} - 1600 13 2 % 125 1123 11.1% 28
" - 160 2) 2 il 33 s 1)2.8% 23
10 10 (1 ) 2 10 50 00 .88 10
10 10 40 ? b} 10 %% 500 10.0% 10
rlotida Powsr Curporation
urs Total Corporation ons Fifth
APC caPC QuIrc Scharer Mvanced Mvanced by All Percant ot uUrs
nud omil AX Bcherar Beharsr 3} Total My Contemperanacus of Total Advanced by
3 4 Totsl ) 1 Total Corporatica Parties Mvanced Corpovation
12 - 363 8 ] » {08 1300 N 10
107 - 120 " ¢ (1] 100 1123 35. 60 10
%3 - 160 11 [ (1] 100 223 21,468 10
30«0 160 14 10 40 200 700 20.6% ']
- - - - - - - $00 - -



Yeat

1991

1994

19%3

Tenar

1993

1994

139%

Year

1991

199¢

1998

T evTenIy wanewaRw WL SLAWARIRLEAAWE We WEIAY WpLAwWH

Under Section 1.2.1

Exasple 2
FPL gives proper natice to exerciae its early option for tha full %40
begihning 1/1/9). HNeithar of the othar contempocshenus parties eiercines
any paction of Lta eatly options. The capacity for FPL‘s sarly option
will bes tahen Crom the dasignated units in the ameimts shown balow:

flovida Pover § Light Company

BAMDAT A vege 3

urs Total rFL. tne Yifth
APC GapC oure schores Mdvanced Advaaced by Al) Pezcent of Urs
Ml wl MLl mil AN Schater Schetor | Total Contemporanecur of Totel Advanced
Pariod A2 30 4 ‘total ) 1 Yotal by 7L Partios Mvanced oy
Jan-tay 233 283 %3 . % 104 33 14 $09 303 160.0% 1.
Jun-Dec 160 160 160 - 480 104 14 120 £00 £00 1¢o. 0% 120
Jap-~fay 160 160 160 - (Y0 104 16 120 £00 §00 100.0% 120
Jun-De< 3 92 30 90 160 36 1 ] 1] 430 130 100.0% "
Jan-ray 80 *0 90 390 40 8¢ "t 0 450 450 100.0% ]
Jackeonville Klectric Authority
urs Total JEA Ons PLEK
APC Carc [ Acherer Mvanced Mivanced by ALL Percant ot ury
Rl Ml ml M) A Scherer Scharec 3 Total Coatemporanesus of totsl Mvanced
Period A2 1 4 Total b 3 YTota) by JEA Fartios Advanced By JEA
Jan-tay - - - - - - - - - 200 - -
Sun-Dec - - 4 o - - - - - 500 -
Jan-May - - -~ - - - 608 - -
Jun-Dbac - - - - - - - - 130 -
Jan-May - - - - - - - - ~ 130 - -
rlocvlda Power Cotporation
trs Total Carporetion One PlEth
APC SapC Qure Schacer Mranced Mvaaced by All Peccent ot ura
Ml ) Ml mil ARe Scharet Scharer 3 Total by Cootwmpotasecus of Total Mvanced by
Per1od A2 ) ¢ Totel ) 3 _Yotal Corporstien Pazties Mvanced Corpozation
Jan-May - . ~ - - - - - - 80 -
Jun-Dec - - - - - - - - - 600 -
Jan—May - - - - - - - - - #00
Jun -Dec - - - - - - - - - 430 -
Jan=May - - - - - - - - - 4% - -



Governing Txemples for Xntarpretation of Larly Optlea BXNIOT? A Page ¢
Undec Sectfor 2.2.1

Exswple )
FOL gives propec notice ko eravclse its estly optien for the Pull $GO Mo
baginntng 1/k/93. Corporstion gives proper notice to sxecclse 100 1
of its sarly aption beginning 1/1/9¢ through 12/31/94. JEA gives
proper hotice ta azarcise 50 MW of Lts serly cption begioning 6/1/%4
through $/31/98. The capacity for such early options will be takea
trom the dezignsted units in the amounts shoun balow:

Flotids Powec 3 Light Company

vrs Total et Qne PlLth
NPC GabPC dafc schovar  Advanced Advanced by AL Percant ot urs
i Ml Ml MY A Schager Schacat 3 Totsl Cootemporsmegus of Total Advanced
fear Pariod IR S A B Total 3l 3 Total by FiFL Pattien Ndvaoced W I
1893 Jan-tay 13) 2% %% - 739 108 )} ) 11} 900 s00 100.0% 180
Jun-Dec 160 160 160 - 4 104 it 120 (1] €00 100.6% 110
1984 Jan-day 160 180 160 - ne 104 1) 130 400 700 (1 9%) 1 120
Jun-Dec M S %0 W b4 €5 3 0 450 §00 75.00 90
1993 Jan-tMay 90 90 ¢ W 360 19 n 0 4350 %0 240,00 L]
Jacheonville Electric Authority
urs Total JEA ane Pifth
APC Gare aprc Sctweret Advanced AMvanced by All Percont of urs
il oedl mil M1l AR Schersr Schaces ) Tokal Oontemporanacus of Total Advanced
Yoar Period 0 S SR . I Total 3 3 Total by JEA Pacties Mvanced By JEA
1993 Jan-Ray - - - - - - - - - $0¢ - -
Jun-Da< - - - - - - - - - £00 - -
139¢ Jan-May - o~ - - - - - - - T00 - .
Jun~-Oec 10 10 to 10 40 7 k] 19 50 600 1.2% 10
1995 Jan-May 10 10 0 10 40 2 ] 10 30 S0d 10.0% 10
rlorida Powet Corporation
urs Tozal Corporatinm  Gms PLEK
APC Garc Qafc Scharer Mvenced Advesced by All Percant o Urs
®il il il M) AN Scherer Schaces ) Totsl by Contamporanecus of Totsl Myvanced dy
Yanc Period IR ST S N I Total 1 ] Totsl Corporation Parties Mvanced Corporation
193) Jan-May - - - - - - - - - 00 - -
Jun-Dec - - - - - - - - - 600 - -
1994 Jan-May 7 3] b4 - (1] 11 2 28 100 byl 18,00 20
Junh=-Dec 20 <] 20 pi) 1] 14 § 20 100 (4]} 16.7% 20

1993 Jan-tay - - - - - - - - - 0 - -



EXHIBIT B
JONG TERM POWER - EARLY OPTION
Section BO.1: This Exhibit B is an attachment to the Unit

Power Sales Agreement between Corporation and Southern

Companies,

ARTICLE I -~ DEFINITION AND PURPOSE

Section Bl,1t Pursuant to Saections 2.2.1 and 2.2.2 of the UPs
Agraemant, Corperation has the right to purchase Long Term
Power during the period beginning January 1, 1993 and
extending through December 31, 1994 in accordance with the
provisions of the early option (as that term is &afined in
Sections 2.2.1 and 2.2.2 of the UPS Agreement). This Exhibit
B sets forth the terms and conditions and Price of such Long
Term Power in the event Corporation elects to exercise the
early option.

Section Bl.2: long Term Power as used herein shall mean
capacity and energy existing on the systems of Southern
Companies not needed at that time on their systems to meet
their own systenms:® requirements (including power used for
pumping at pumped storage hydroelectric projects) and other
power sale commitments taking precedence before delivery under
this Exhibit B. It is understood that any capacity reserve
requirements associated with long Term Power shall be the
responsibility of Corporation.

Section Bl.2: With resgect to the purchases of Long Term

Power contemplated by this Exhibit B, the power sale




commitments referred to in Section Bl.2 having precedence
before delivery under this Exhibit B, as a matter of capacity
and energy priorities, shall include: (i) any seasonal energy
or capacity exchange agreements now existing or entered into
in the future; (ii) any firm power interchange gales to other
utilities or third parties now existing or entered into in the
future; (iii) any unit power sales agreenents (including but
not limited to those with contemporaneous parties) now
existing or entered inte in the future for the sgale of
capacity and energy from a specific generating unit or units
(including but not limited to any Alternate, Supplemental or
Replacement Energy furnished under provisions similar to that
contained in the UPS Agreement with Corporation and similar
agreements with FPL and JEA): (iv) any Short Term Power being
supplied under provisions of the now existing contract with
Alabama Electric Cooperative, Inc. or any amendments or
replacements thereto: and (v) any Long Term Power furnished to
City of Tallahassee, Florida under the provisions of an
existing agreement and rate schedule with such City.

Section Bl.4: The purpose of Long Term Power is to promote
economy of power supply, to achieve more efficient utilization
of generating and transmission facilities, to conserve
generation by more expensive fuels, and for any other uses to
take advantage of capacity and energy that is available on the

systems of Southern Companies.



ARTICLE II -~ TERM
Section B2.1: This Exhibit B shall becone opesrable when and
if Corporation exercises its sarly option rights under
Sections 2.2.1 and 2.2.2 of the UPS Agreement and sghall
continue in effect through December 31, 1894 when this Exhibit

B shall expire and terminate by its terms.

ARTICLE III - SERVICES TO BE RENDERED
Section B3 .1: Southern Companies will make available to
Corporation and Corporation shall have the right to purchase
up to the following amounts of Long Term Power under the early

option set forth in Sections 2.2.1 and 2.2.2 of the UPS

Agreement:
Capacity Available
Pexried Under Faxly Option
Jan. 1. 1993 « pec. 31, 19931 400 MW
Jan. 1, 1894 - Dec. 31, 15894 200 MW

Sectjon B3.2: It is understocod that the above amounts of
capacity are the maximum amounts of long Term Power available
under the early option set forth in Sections 2.2.1 and 2.2.2
of the UPS Agreement. To the extent that Corporation advances
sales of unit power capacity under the early option, the
availability of Long Term Power as specified in the foregoing
table shall be reduced by a corresponding amount. It is the
understanding of the parties hereto that the total amount of
capacity to be sold by Southern Companies to Corporation under
the UPS Agreement and this Exhibit B at any point in time will

d




be limited to 400 MW with the unit power sales specified in
Section 2.2 of the UPS Agreement being set and not subject to
change or revision pursuant to the early option rights of
Corporation,

Section B3,.3: In the event Corporation purchases Long Term
Power under the early option, Corporation has the right to
schedule use of capacity and related energy under thig Exhibit
B as its deems desirable for its system. Southern Companies
will supply Corperation, when requested, a daily estimate by
11:00 a.m. prevailing central Time of energy prices which
Corporation can wuse and schedule capacity usage for the
following day. cCorporation will &upply Southern Companies an
estimated schedule of capacity usage by 1:30 p.m. the day
prior to when the capacity 4is required unless other
arrangements are mutually agreed upon.

Section P3.4: Southern Companies pay exercise the right to
withdraw capacity and enexrgy provided for in this gxhibit B
prior to dropping its own system power requirements (including
power used for pumping at pumped storage hydroelectric
projects) or other power sale commitments taking precedence
for delivery under this Exhibit B, as defined in Sections Bi.2
and Bl.3, or because of transmission limitations on their
systems. In the event this right is exercised by Southern
Companies, adjustments will be made in capacity charges as

determined in Section B4.2(a).



Section B3.S: It is contemplated that energy supplied by
Southern Companies under this Exhibit B will be from coal-
fired steam generation. However, there may be times when such
energy ie supplied by Southern Companies from sources which
cost is in excess of coal-fired steam generation. During such
times of supply from such higher cost sources, Corporation
shall have the right to refuse such supply and adjustments

will be made in capacity charges as determined in Section

B4.2(b).

ARTICLE IV = BASIS OF SETTLEMENT

Section B4.1: Corporation shall pay Southern Companies for
the supply of Long Term Power at the following rates:

Section B4.1.1: cCapacity: There shall be applied to each
kilowatt of billing capacity, a monthly capacity charge which
shall not exceed Southern Companies' cost of fossil, steam and
combustion turbine plant and transmission facilities, as
determined in accordance with the procedure and methodology
described in the Exhibit B Manual attached to and
incorporated in this Exhibit B. This monthly charge will be
shown on the Exhibit B Informational Schedule further
described in Section B4.3.

Sectjon B4,1.2: [Epergy: The cost of energy shall be the
incremental expense incurred by Southern Companies in
supplying energy hereunder. Such energy shall be considered

as having been delivered from the next most economical



FPSC Docket No. 941101-EQ
FPC Witness: SOUTEWICK
Zxhibit Ro. (B1I8-3)
age 3 of 3

CURTAILMENT EVENT DATA

Curtaflmant CURTAILMENT EVENT
Event Data
Ooct 19, Jan 1, Jan 2, Jan 7, Jan 8, Jab 14,
1955 1995 1995 1985 1995 199%
Curtallmonts 150 100 284 282 150 51
- MW
Duration - 4.90 4.50 6.00 £.00 3.25 2.50 4.00 3.89
hours
Curtajimentcs 600 4560 1.488° 1,128 325 128 $§00 631
Avolded 15,38 15.38 15.38 15.36 15.238 15.3¢ 15,39 15,38
Energy Cost -
$/
e T o RO ST SR
Unit Cycling
Data
No. of Units 2 1 2 2 1 1 1
Cycled Qff
Unit Start~-up 29,137 14,562 29,137 29,137 14, 568 14,568 14,568
Costs ~ S*

3Janua:y 2, 1995 curtajlments were 200 MW 20r 1.5 hours and 264 for 4.5 hours.

Average energy price during midnlght to 6:00 am for the first five curtallmant days.

s Unit start-up costs based on light oil firing at §1.30/MMBr..




resources available to Southern Companies after serving their
own systems' reguirements (including energy used for punping
at pumped storage hydroelectric projects) and other power sale
commitments taking precedence before delivery under this
Exhibit B, as defined in Sections B1.2 and Bl.3. fThis expense
shall reflect both incremental expense of generating the
energy and/or obtaining the energy frozx a third party.
Included in the expense shall be the following incremental
costs: Fuel, maintenance and supplies and change in systenm
transmission losses attributable to the transactions.

Rection B4.2: Adiustment: (a) Should provisions of Section
Bl.4 be invoked by Southern Companies for any day or portion
of a day, Southern Companies will credit to Corporation a
capacity credit for each day of reduced delivery of capacity
by Southern Companies to Corporation. This daily capacity
rate will be shown on the Exhibit B Informational Schedule.
(b) Should provisions of Section B3.5 be invoked, Southern
Companies will credit ¢o Corporation a capacity credit for
each hour of reduced delivery of capacity by Southern
Companies to Corporation. This hourly capacity rate will be
shown on the Exhibit B Informational Schedule.

Section B4.3: Exhibit B Manual: In the event Corporation
elects to take Long Term Power under this Exhibit B,
Corporatien and Southern Companies recognize that the cost of
providing the power contemplated will change during the term

of this Exhibit B. Thus, in order for Southern Companies to




be fairly compensated under this Exhibit B, it will be
hecessary to revise and update on a yearly basis, the cost,
expense and investment figures utilized in the derivation of
the charges provided for herein. The procedure and
wethodology for determining the rates and charges are set
forth in the Exhibit B Manual. The Exhibit B Manual will
serve as a formula rate allowing periedic revisiocn to the
charges so as to reflect changes in the cost of providing the
Bervices contemplated by this Exhibit B. In the event
Corporation exercises the early option to purchase Long Tern
Power, charges for the services contemplated by this Exhibit B
will be set forth on an Initial Exhibit B Informational
Schedule developed in accordance with the formula rate
incorporated in the Exhibit B Manual. The Exhibit B
Informational Schedule will be revised annually in accordance
with the specific procedures and methodologies set forth in
the Exhibit B Manual. The initial Exhibit B Informational
Schedule and any revisions thereto shall be submitted by
Southern Companies to Corporation sixty (60) days in advance
of the date on which such charges are to become effective
(except for the initial Exhibit B Informational Schedule,
revisions will be submitted on November 1 of each year). This
time period will allow Corporation and Southern Companies to
verify that the charges contalned in the Exhibit B
Informational Schedule have been computed in accordance with

the Exhibit B Manual. Since the charges will be computed in




accordance with the forrmula rate method and procedures
described in the Exhibit B Manual, it is contemplated that the
Yearly revisions to such charges will not be changes in rates
which will require a filing and suspension under the Federal

Power Act and the applicable rules and regulations of the
FERC.

Section B4.4: Unilateral Revision of Rates: 1In addition to

the right to revise charges as described in Section B4.3
above, Corporation and Southern Companies shall have the right
by wmutual agreement to amend, either in whole or in part,
Exhibit B, the Exhibit B Manual and Exhibit B Informational
Schedule. If, within sixty (60) days of the commencement of
negotiations to make any such amendments, Corporation and
Southern Companies are unable to reach agreement on any such
eamendment, either Corporation or Southern shall have the
unilateral right to make changes or substitutions in this
Exhibit B, the Exhibit B Manual and Exhibit B Informational
Schedule, including, but not limited to any methodology or
procedure for the computation of charges contained therein by
making a legally effective filing with or by order of FERC or
its successor agency.

Section B4.5: Settlement for capacity and energy transactions
under this Exhibit B shall be made monthly in accordance with
monthly statements rendered by Southern Companies to
Corporation. The nonthly statement shall show the capacity

and enerqy transactions and the respective basis for the




settlement pertaining thereto. Southern Companies shall
submit, as soon as practicable after the first of each month,
a bill for the capacity and energy charges related to Long
Term Power under this Exhibit B supplied during the preceding
calendar wmonth. All such bills shall be due and payable
within ten (10) days from the date of mailing (as determined
by postmark) or by the twentieth (20th) day of the month,
whichever 1s later. Bills not paid when due shall accrue
interest at one hundred percent (100%) of the prime rate
quoted on the date due by Manufacturers Hanover Trust Company
in New York, New York from the due date to the date of
Payment (a day shall egual 1/30 of a month}.
[End of Exhibit B)



EXHIBIT B MANUAL

LONG TERM POWER -~ EARLY OPTION

Section MO.0 Description and Pucrpose of Exhibit B Manual:
ExhIbit 8 Manual 1z attached to and made a part of Exhibit B
{Long Tera Power -~ Early Option) to the UPS Agreeaent
between Corporation and Southern Coppanlies. Exhibit B8
Manual contains a formulary description of the methodology
and procedure used to calculate the charges for Long Term
Power as provided for in Exhibit B. Exhibit B Manual is
divided into four (4) basic articles as follows:

Article 2 ~ Definition of Contract Year and Derivation
of Pesk-Perjiod Load Ratios

Article II - Derivation of Capacity Charge for Fossil
Steam and Combustion Turbine Plant

Article III - Derivation of Capacity Charge for
Transaission Pacilities (Rated 115 kv and
above)

Article IV - Average Transmission Loss Percentage



ARTICLE 1I

DEFINITION OF CONTRACT YEAR AND
DERIVATION OF PEAR-PERIOD LOAD RATIOS

This article of Exhibit B Manual establighes the definition
of Contract Year as utilized throughout gxhibit B Manual and
provides for the yearly derivation of Peak-Period Load
Ratios which are wutilized in the computation of certain
charges for Long Term Power under Exhibit B. 1In Exhibit 8
Manual, Southern Companies May be referred to individually
as an "operating company”,

Section M1.0 Contract Year and Peak-Period Load Ratios:
The Contract Year sha ¢ cefined to e the calendar year
for which charges for Long Term Power are being established.
The Contract Year will be divided into two distinct periods,
Januvary through May, and June through December. This
division of the Contract Year into two periods is necessary
to recognize that the BSouthern <Companies consider an
operating year to be June 1 through May 31 of the following
year.

Peak-Period Load Ratios (with peak-period defined to be the
fouzrteen {14} hours between 7:00 a.m. and 9:00 p-B.
prevailing Central Time of each weekday, excluding holidays)
will be determined by dividing each operating company's
peak-period energy by the total system peak-period energy.
Each operating company’s peak~period energy to be wused in
calculating Peak-Period Load Ratios for the twelve {12)
months of the Contract Year will be based upon actual
peak-pericd energy for the months of June, July, and August
of the previous calendar year.

The Peak-Pericd Load Ratios will be shown on Exhibit B
Informational Schedule for the Contract Year.



ARTICLE II

DERIVATION OF CAPACITY CHARGE FOR
FOSSIL STEAM AND COMBUSTICN TURBINE PLANT

This article of Exhibit B Manual establishes the formulary
methodology for deriving capacity charges for production
Plant wused in Exhibit B for determination of charges for
Long Term Power to be supplied under Exhibit B.

Section M2.1 System Production Capacity Charge: The
derivation o the system production capacity charge
($/kW-month) for Long Term Power to be supplied under
Exhibit B iz based on the cost of fossil steam and
combustion turbine production facilities and associated
generator step-up substation facilitieg. The computation of
the monthly system production capacity charge for Long Term
Power to be supplied under Exhibit B {s determined for each
period of the Contract Year in the following manner. The
monthly capacity charge ($/kW-month) is multiplied by the
rated production capacity in kilowatts (kW) {including
buy-back capacity) in each month to obtain the total monthly
capacity dollars {$) for each operating company. The total
monthly preduction capacity dollars are then summed and
divided by the sur of the rated production capacity
{including buy~back capacity) to obtain a weighted average
production capacity charge ($/kW-month) for each operating
company. The weighted average production capacity charge
($/kW-month}) for each operating company for each period of
the Contract Year is multiplied by its Peak-Period Load
Ratio.

These results for each operating company are summed to
ocbtain the total system production capacity charge for each
period of the Contract Year. This total systes production
capacity charge for each period will constitute the charge
for capacity sold by Southern Companies to Corporation under
Exhibit B. This charge for each period of the Contract Year
will be shown on Exhibit B Informational Schedule and will
be revised in accordance with Exhibit B8 in subsequent
calendar years.

Section M2.2 Derivation of Monthly Capacity Charges of Each
oEerating Company: The derivation of the montﬁ?y capacity
ctharges of eacn operating company is based on the capacity,
investments, and expenses telated to production and
generator step-up substation facilities of each operating
company during the respective periods of the Contract Year.
This derivation excludes the capacity, investments, and
expenses associated with nuclear facilities, hydro
facilities, the units or portion of such units from which
unit power sales are made (including buy-back capacity




utilized {n supplying a portion of such sales), and the
portion of fossil steam and combustion turbine units owned
and retained by Oglethorpe Power Corporation ("OPC"),
Municlipal Electric Authority of Georgia ("MEAG"), and the
Cicy of Dalton, Georgla {"Dalton"}). The capacity,
investment, and expense associated with Southern Electric
Generating Company ("SEGCO") facilities is allocated hetween
GaPC and APC based upon the respective ownership of SEGCO by
GaPC and APC. The derivation of the =monthly capacity
charges of each operating company 1is expressed in the
following formulae:

R3 w I x [(CM + IT)/100%) + E + ITI + IT

b
C
RZ - (R3 x C) « (BR x CB)
C + CB
Ry = R, x 100/(100-3L)
12
Where: Rs = Total production fixed charges

($/kW-year).

Ry, = Total production charges with bvy-back
($/kW-yeac).

Ry = Monthly preduction capacity charges
($/kw-month).

CM = The weighted average cost of capital (%).

IT = The income tax requirement associated with
the preferred stock and common equity
weighted cost of capital (%).

I'ri « Additional i{income taxes due to the
treatment of Allowance for Punds Used
During Construction ("AFUDC") and
Amortization of Investment Tax Credits
{"AITC"). The subscript "i" denotes
whether the company uses a "gross of tax"
{IT ) method or a "net of tax" (ITn)
metflod in accounting for AFUDC.

IT,, = Income tax effect of five percent (5%)
basis reduction.

1 « Total fossil steam and combustion turbine
net investment ($).

E « Total fossi{)l steam and combustion turbine
annualized fixed expenses {$}.



C e« Rated fossl)l steam and combustion turbine
production capability (kWw).

CB = Buy-back fossil steam rated capability
{kW).

BR = Buy-back rate (S/kW).

L = Average transmission loss percentage of
Southern Companies as determined in
Article IV of this Exhibit B8 Manual.

The source of the capacity, investment, and expense data
incorporated in the above formulae for each operating
company (including FERC Account numbers and description of
dllocation procedure and calculation of the cost of capital)
is as follows:

Section M2.2.1: Rated Production Capability is the rating in
kw of the productien facilities  associated with the

production investment and expenses. The capacity,
investment and expense represent the facilities owned by the
operating companies. The GaPC capacity entitlement

(buy-back} from units fractionally owned by OPC, MEAG and
Dalton {except for those amounts used to supply a portion of
the wunit power sales) is included as a separate item in the
formulae shown in Section M2.2.

Section M2.2.2: Gross Production Investment is & summation
of FERC Accounts 310 through 318, 340 through 346, and the
generator step-up substation investment in FERC Accounts 352
and 353 related to the fossil steam and combustion turbine
production facilities. Each operating company’s investments
in general plant that are recorded in FERC Accounts 389,
398, and 399 that directly serve a production function are
included in the production plant investment summation.

Section M2.2.3: Accumulated Depreciation is that
depreclation associated with the gross production investment
defined above. The accumulated depreciation associated with
production plant is directly assigned to the production
function, A portion of the accunmulated depreciation for
transmission plant is allocated to generator step-up
substaticon facilities on the basis of gross investment in
generator step~up substation facilities to total investment
in the transmission function excluding land.

Section M2.2.4: Net Production Investment is the difference
between Sectlion M2.2.7 (Gross Production Investment) and
Section M2.2.3 (Accumulated Depreciation).




Section M2.2.5: General Plant (Net) includes the investment
in FERC Accounts 389 through 399, excluding amounts directly
assigned to production. The agsignment of net general plant
excluding the direct assignments to production plant is
accomplished on the basis of salaries and wages developed in
Section M2.2.16, After net general plant has been allocated
to transmission plant on the basis of salaries and wages, it
is allocated to the generator step-up substation facilities
based on the ratio of the total net generator step-up
investment to the total net transmission investment.

Section M2.2.6: Working Capital is the summation of cash
working capital, prepayments, and materials and supplies,
and is computed for each month of the Contract Year. The
cash working capital 1is developed by taking one-eighth
(45/360) of the sum of Operation and Maintenance (O&M)
expenses, Administrative and General (A&G) expenses and
adjustments reflecting the operating agreements governing
the operation of jointlx owned facilities where applicable.
The monthly fixed O&M” and variable 0&M (including fuel
burned expense) are both multiplied by twelve (12) to obtain
an annualized fixed and varlable O&éM expense. The monthly
A&G expense for production plant is added to the monthly A&G
expense for the generator step-up substations. These two
items (production A&G and generator step-up substaticns A&G)
are added and wmultiplied by twelve (12} to obtain an
annualized A4G expengse. Total working capital is computed
by adding deposits, prepayments, and materials and supplies
te cash working capital. The deposits included in the
computation of total working capital reflect the operating
agreements applicable to the operation of jointly owned
facilities, The deposits increase the working capital
requirements for one operating company, but reduce another
operating company’s by a corresponding amount. These
deposits are computed wutilizing a thirteen (13) month
average. Prepayments are computed on the basis of a
thirteen (13) month average and are directly assigned to
production, transmission, and general plant functions.
Prepayments associated with general plant are allocated to
production plant and transmission plant on the basis of
salaries and wages. The amount allocated to transmission
plant is allocated to the generator step-up substation
facilities on the basis of net investment. Materials and
supplies are computed on the basis of a thirteen (13) month
average and consist of two parts: (i) fuel stock, and (ii)
plant materials and operating supplies recorded in FERC
Account 154 that are related to the production plant and the
transmission plant. The amount allocated to the generator
step—~-up substations is on the basis of groses investment,

1.7 0&M expenses as used in this Exhibit 8 Manual do not
include Administrative and General expenses.



Section M2.2.7: Accumulated Defecrred Income Taxes are the
net total of FERC Accounts 190, 201, 282, and 283 which have
been analyzed and allocated by each operating Company in
accordance with each FERC Account’s functional use. The
portion related to general plant is assigned in accordance
with the general plant assignments described in Section
M2.2.5. The portion related to transmission plant is
allocated to the generator step-up substations on the basis
of net investment in generator step-up substation facilitlies
to total transmission net investment excluding land.

Section M2.2.8: Total Net Production Investment represents
the ditect and allocated investments that are associated
with  the fossil steam and combustion turbine production and
genetator step-up substation facilities and is the summation
of  Section NM2.2.4 (Net Production Investment) through
Section = M2.2.7 (Accumulated Deferred 1Income Taxes) and is
the value for “I" in the formulae in Section M2.2.

Section M2.2.9: Operation and Maintenance Expense--Fixed is
determined to be the total of the fixed expenses recorded in
FERC Accountgs 500 through 514, and 546 through 554 excluding
547 'plus a portion of the OLM expenses in FERC Accounts 562,
569, and 570 allocated to generator step-up substation
facilities on the basis of net investment 4in generator
step~up substation facilities to total net rubstation
investment.

Section M2.2.10: Administrative and General Expenses, FERC
Accounts 920 through 335, excluding FERC Account 024, are
allocated to fossil steam, combustion turbine, and
associated generator step-up substation facilities based on
salaries and wages (for allecation to function) and net
investment (for allocation within functioen). FERC Account
824 {is directly assigned to function by the operating
company and allocated within function based on net
investment. FERC  Account 924 {property insurance)
associated with general plant is allocated to fossil stean,
combustion turbine, and associated generator step-up
facilities based upon salaries and wages (for allocation to
function) and net  investment {for allocation within
function).

Section M2.2.11: Depreciation _Expense is net of
Amortization of Investment Tax Credit (AITC). The
depreciation expense for production facilities is taken
directly from the records of each operating company. The
depreciation expense associated with the generator step-up
substation facilities is determined on the basis of the
gross 1investment in generator step-up substation facilities
and the associated depreciation rates. The depreciation
expense associated with general plant is assigned to
production and transmission plant in accordance with the




general plant assignments described in Section M2.2.5. The
general plant depreciation expense alloccated to the total
transmission function is further allocated to the generator
step~up substation facilities on the basis of depreciation
expense,

Section M2.2.12: Real and Personal Propert Taxes are
assigned directly to the fossll steam and combustion turbine
and generator step-up substation facilities based on
operating company records. The real and personal property
taxes associated with general plant are assigned in

accordance with the general plant assignments described in
Section M2.2.5,

Section ¥2.2.13: Payroll Taxes are developed for the fossil
steam and combustiIon turbine production facilities and the
transmiggion function by applying the expected payroll tax
rates to the budgeted salaries and wages developed in
Section M2,2.16. The payroll taxes associated with the
transamission function are allocated to the generator step-up
substation facilities on the basis of net investment in the
generator step-up substations.

Section M2.2.14: Total Production Fixed Expenses represent
the  direct and allocated fixed experices associated with the
fossil steam and combustion turbine production and generator
step-up substation facilities and are the summation of
Section M2.2.9 (Operation and Maintenance Expense--Fixed)
through Section M2.2.13 (Payroll Taxes) and is the value for
“E" in the formulae in Section M2.2.

Section M2.2.15: The Cost of Capital and Associated Income
Taxes are computed in the following manner:

CM =« [(DR x 1) + (PR x p) + (ER x c)]

Where: DR + PR 4+ ER = 1.0
1?7 = T x [(PR x p) + [ER x ¢}]
- 7T
ITb - T x BD2
1 -7
and ITi - ITn or I'rg
ITn - . E = x [AFUDcequity + AFUDCdebt -~ AITC]
IT = T x [AFUDC - AITC)

g T % eguity
2. This s applicable only tc an operating company which
elects the ten percent {10%) investment tax credit,



Where: T =

M

IT

ITi

IT

IT

ITb
AFUDCequity

AFUDCdebt

AITC

BD

+ § - 2FS (federal income taxes

1 « FS deductible for state
income tax putposes)

or

+ 5 - FS {federal income taxes not

deductible for state
income tax purposes)

Weighted average cost of capital (%)},

Income tax requirement associated with
preferred stock and common equity
weighted cost of capital (%).

Additional income taxes due to the
treatment of AFUDC and AITC, and the
subscript "i" denotes whether the

company uses a "gross of tax™ (IT_)
method or a "net of tax" {ITn) ne?hod for
accounting for AFUDC.

Income tax effect of equity AFUDC, debt
AFUDC, and AITC for operating companies
using the "net of tax"™ method.

Income tax effect of equity AFUDC and
AITC for operating coaopanies using the
“gross of tax® methed.

Income tax effect of five percent (5%)
basis reduction.

Depreciation expense of the AFUDC equity
component associated with the production
facilities and their step-up substations.

Depreciation expense of the AFUDC debt
component associated with the production
facilities and their step-up substations.

Amortization of investment tax credit
associated with the production facilities
and their step-up substations.

The amortization of the permanent
difference between book basis and tax
basis arising from the five percent (5%)
basis reduction for purposes as specified
by the Tax Equality and Fiscal
Responsibility Act of 1982 ("TEFRA").



DR « Ratio of debt capital (target ratio;
includes first mortgage bonds, pollution
contcol obligations, and capitalized
leasges).

PR = Ratio of preferred stock (target ratio).

ER = Ratio of common equity (target ratio).

i = Embedded cost of debt capital (%).
P + Embedded cost of preferred stock (%).
¢ = 14.0%, return on coamon eguity.

T = Combined state and federal income tax
rate.

F = Federal income tax rate.
S « State income tax rate,.

Section K2.2.16: Salaries and Wages are budgeted and
accounted £for by each operating company for each fu.ctional
group for the Contract Year. The budgeted salaries and
wages account for changes in wage rates and number of
enployees.

The salaries and wages associated with the administrative
and general clasgification are allocated to the functional
groupt based upon the ratio of the functional group’s
salaries and wages to the total salaries and wages less the
administrative and general classification salaries and
wages. The salaries and wages associated with the
transmission function, including the allocated
administrative and general salaries and wages, are allocated
to the transmission plant’s substations based upon the labor
in FERC Accounts 562, 569, and 570,
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ARTICLE IIXI

DERIVATION QF CAPACITY CHARGE
FOR TRANSMISSION FACILITIES

This article of Exhibit B Manual establishes the formulary
methodology for deriving capacity charges for transmission
facilities for Long Term Power to be supplied under Exhibit
a.

Section M3.1 Transmission Capacity Charge: The computation
of the transmission capacity charge for transaission
facilities 4s based on the investment, expenses, and load
related to transmission lines rated 115 kv and above and
associated substations. This capacity charge excludes the
investment and expenses associated with the generator
step-up substations snd the investment, expenses, and
associsted load in transmission owned by OPC, MEAG, and
Dalton. The transmission capacity charge ($/kW-month) for
each period of the Contract Year for capacity sold under
Exhibit B to Corporation will be the sum of GaPC's
transzission capacity charge ($/XW-month) plus one~half
(172} of APC’s transmission capacity charge (S/kW-month).
This charge for each period of the Contract Year will be
shown on the BExhibit B Informational Schedule and will be
revised in accordance with Exhibit B in subsequent calendar
years.

Section M3.2 Derivation of Transmission Capacity Charges of
APC and GaPC: The derivation of the ttansmfssfon capacity
charges of APC and GaPC is based on the investments,
expenses, and load related to transmission lines and
associated substation facilities rated 115 kv and above
excluding generator step-up substations of each cperating
company during the Contract Year and the cost of capital and
taxes in each period of the Contract Year. This detrivation
excludes the investment, expenses, and associated load in
transmission owned by OPC, MEAG, and Dalton. The investment
and expense assoclated with SEGCO transmission facilities is
assigned to GaPC, The derivation of the monthly
transmission capacity charge for APC and GaPC for each
period of a Contract Year is expressed in the following
formulae:_

Rl =11 X [(CH1 + ITI)/IOO%] + E + I'I'i + ITb X 100 ;’
" D x 12 T00 - %

-~
— -

R =11 x [{CH2 + ITZ)/10011 + B+ IT, + IT [x 100
b x 12 706 =L

o

Where: g R, = Transmission capacity charge for January
through May (S/kWW-month).
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Cﬂl

Cﬂz

ITI

I?z

ITi

ITb

Transmission capacity charge for June
through December (S/kW-month).

The weighted average cost of capital (%)
associated with the January through May
pericd of the Contract Year.

The weighted average cost of capital (%)
associated with the June through December
period of the Contract Year.

The income tax requirement associated with
the preferred stock and common equity
weighted cost of capital (%) associated
with the January through May period of the
Contract Year,

The income tax requirement associated with
the preferred stock and common equity
weighted cost of capital (%) associated
with the June through December period of
the Contract Year.

Additional income taxes due to the
treatment of APUDC and AITC. The
subscript "i" denotes whether the company
uses a *gross of tax” (IT_) method or a
"net of tax" (1T} method%of accounting
for AFUDC.

Income tax effect of five percent (S%)
basis reduction.

The twelve (12) month average investment
in treansmission lines and associated
substation facilities {excluding generator
step-up substations) rated 115 kv and
above {$).

The twelve {(12) month annual expenses for
transmission lines and associated
substation facilities (excluding generator
step-up substations}) rated 11% kv and
above ($).

The five-day average estimated load (kw).
Average transnission lods percentage of

Southern Companies as determined in
Article 1V of this Exhibit B Manual.
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The source of the 1load, investment, and expense data
incorporated in the above formulae for APC and GaPC
(including FERC  Account numbers and description of
allocation procedures and calculation of the cost of
capital) is as follows:

Section M3.2.1: rive-pay Average Load is the estimated peak
one-hour load (kW) at the generator adjusted to a five-day
average 1load based on the preceding year‘s actual loads.
APC’s and GaPC’s one-hour peak net territorial load (kW) is
the sum of the following: (1) generation, (2) asgociated
companies’ pool receipts, (3) associated companies’ pool
deliveries, (4) non-associated companies’ receipts, (5)
non-associated companies’ deliveries, and (6) any known
loads associated with the transmission services that are
responsible for revenues which were not credited to
operating expenses. The generation owned and retained by
OPC, MEAG, and Dalton and their partial feguirements load at
the generator bus are excluded for the GaPC load
calculation. Algso the investaent and expenses associated
with OPC, HMEAG, and Dalten ownership in transmission
facilities are excluded.

Section M3.2.2: Gross Transmission Investment is the
sumnation of FERC ACCOUNtS ’ ‘ ' ' 7. 338, and
359 asgociated with 115 kv and higher voltage lines plus
FERC Accounts 350, 352, and 353 associated with
transformation and svitching between 115 kV and the higher
voltages. (Generator step-up substations are excluded.)

Section M3.2.3: Accumulated Depreciation is that
depreciation associated with the gross transmission
investment defined above and is allocated to FPERC Account
based on investment and depreciation rates by FERC Account.

The allocation to voltage level 1is based on gross
investment.

Section M3.2.4: Net Transmission Investment is the
itference etween Section M3.2.2 (Gross Transmission
Investment) and Section K3.2.3 (Accumulated Depreciation).

Section M3.2.5: General Plant {Net) includes the investment
in FERC Accounts 389 through 399. All coal properties and
coal handling equipment carried in FERC Accounts 398 and 399
ate dJdirectly assigned to production plant. The allocatior
of net general plant to transmission plant (excluding the
direct assignments) is done on the basis of salaries and
wages as developed in Section M3.2.17.

After net general plant has been allocated to transmission
plant, it is allocated to the 115 kV and above facilities
based on the ratio of the total net investment in the 115 kv
and above facilities to the total net transmission plant
investment.
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Section M3.2.6: Warking Capital is the summation of cash
working capital, prepay=ments, and material and supplies,.
Cash working capital is one-eighth (45,360} of the allocated
O&M expense plus one-elighth (45/360) of the allocated A&G
expense associated with the facilities considered herein,
adjusted for working capital deposits es appropriate.
Prepayments are allocated on the basis of O&M expenses
associated with the facilities considered herein. Materials
;ndd supplies are allocated on the basis of gross plant less
and,

Section M3.2.7: Accumulated Deferred Income Tax is the net
total of FERC Accounts 190, ¢81, 284, and 283 which have
been analyzed and allocated by APC and GaPC in accordance
with each PFERC Account’s functional use. The portion
related to general plant is allocated to the transmission
function with the general plant assignments as described in
Section M3.2.5. The allocation to facilities rated 115 kv
and sbove ig on the basis of net plant less land.

Section M3.2.8: Total Net Transmission Investment represents
the direct and allocated investments that are asgsociated
with the facilities rated 115 kv and above and is the
sunmation of Sectien M3,2.4 {Net Transmission Inveitment)
through M3.2.7 (Accumulated Deferred Income Tax) and is the
value for "I" in the formulae in Section M3.2.

Section M3.2.9: Transmission oEeration and Maintenance
Bxgenses, FERC Accounts throug are allocated in
relatien ¢to the net transmission plant associated with the
facilities considered herein unless more detailed

assignments can be made from exlsting operating company
records.

Section M3.2.10: Administrative and General Expenses, FERC
Accounts 920 through 935, excluding FERC Account 824, are
allocated to the transmission function based on salaries and
wages &and to facilities rated 115 kV and above on the basis
of net investment. FERC Account 924 is directly assigned to
function by the operating company and allocated within
function based on net investment.

Section M3.2.11: Depreciation Expense is net of AITC. The
depreciation expense for transmission plant is taken
directly from the records of APC and GaPC. The depreciation
expense associated with the 115 kv and above facilities is
determined on the basis of the gross investment in 115 kv
and above facilities and the associated depreciation rates.
The depreciation expense associated with general plant is
allocated to transmission plant in accordance with the
general plant allocations as described in Section M3.2.5.
The general plant depreciation expense allocated to
transmission function is further allocated to the 115 kV and
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above facilities on the basis of depreciation expense
related to the 115 kv and above facilities and the total
transmission plant.

Section M3.2.12: Real and Personal Propert Taxes are
asgsigned directly to the transmisslon plant. These taxes
are allocated to the 115 kv and above facilities based on
the ratio of the net investment in the 115 kv and above
facilities to the net transmigssion plant. The real and
personal property taxes associated with general plant are
allocated to the transmigsion functien on the basis of
salaries and wages and within transmission to the facilities
rated 115 kv and above on the basis of net investment.

Section M3.2.13: Payroll Taxes are developed for the
transaission function Yy applying the expected payroll tax
rates to the salaries and wages developed in Section
r3.2.17. The transaission plant payroll taxes plus the
allocated A&G are allocated to the 115 kv and above
facilities based on the ratio of the net investment in the
115 kv and above facilities to the total net transmission
plant investment.

Section M3.2.14: Credits {(or Debits) to Operating zngnses:
The revenues class ed ag "Other Operating Reverue® in the
operating company’s budget will be credited to the operating
expenses if the transmisgion facilities considered herein
wvere responsible for such revenues (e.g., such crevenues
associated with Long Term Power sales, Short Tera Power
sales, and unit power sales). If the revenues for
transmigsion service are not credited, the estimated demands
essociated with the revenues will be added to the demand of
the affected operating cosmpany for the transmission rate
calculation. Because an operating company may have
operating agreements with third parties with respect to the
transmission facilities considered herein, there may be
revenues or expenses associated with the facilities rated
115 kv and above that will be appropriately creadited or
debited to the operating expenses for the affected operating
comppany. In addition, revenues agsociated with the
transmission facilities rated 115 kv and above that appear
in the “"Purchased Power Account” in the operating company’s
budget (e.g., such revenues associated with Long Term Power
sales, Short Term Power sales, and unit power sales) will be
credited to the operating expenses for these transmission
facilities.

Section M3.2.15: Total Transmission Expenses represent the
direct and allocated fixed expenses associated with the
facilities considered herein and are the summation of
Section M3.2.9 (Transmission Operation and Maintenance
Expenses) through Section M3.2.14 (Credits (or Debits) to
Operating Expenses) and is the value for "E" in the formulae
in Section M3.2.
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Section K3.2.16: The Cost of Capital and Associated Income
Taxes are computed as describad in Sectlon M:.2.15.

SBection M3.2.17: Salaries and Wages are budgeted and
accounted for by APC and GaPC for each functional group for
the Contract Year. The budgeted salaries and wages account
for changes in wage tates and number of employees.

The salaries and wages associated with the administrative
and general classification are allocated to the functional
groups based upon the ratio of the functional groups’
salaries and wages to the total salaries and wvages less the
administrative and general classification’s salaries and
vages.

The transmission plant salaries and wages which inciude the
allocated A&G, are allocated to the 1i5 kV and above
facilities baced on the ratio of the net investment in the
115 kV and above facilities to the total net transalssion
plant investment.
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ARTICLE IV
AVERAGE TRANSMISSION LOSS PERCENTAGE

This article of Exhibit B Manual establishes the average
transmission loss percentage for deriving the charges for
Long Term Power under Exhibit B.

Section X4.0 Avczage Teansmisgion Loss Percentage: For
purposes of determining c arges or Long Term Power under

Exhibit B, the average transmission loss percentage for
Southern Companies shall be three percent (3\).
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EXHIBIT C

UNIT POWER SALE MANUAL

Section C0.0 Description and Purpose of Unit Power Sale
Manual: This Unlt Power Sale Manual contalns s formulary
description of the methodology and procedure used to
calculate the charges for each Contract Year for the unit
power sales provided for in the UPS Agreement and is
attached to the UPS Agreement between Corporation and
Southern Companies. Contract Year shall be defined to be
the calendar year for which charges for unit power sales are
being established. The Unit Power Sale Manual ie divided
into nine (9) basic articles as follows:

Article - Derivation of Net Dependable Capacity
Ratings for Electric Generating Units

Article 112 - Derivation of Capacity Charge for
Coal-Fired Electric Generating Units

Article XII - Derivation of Capacity Charge for
Transmiesion Facilities

Article IV ~ Derivation of Fuel Costs and Normalized
Fuel Costs for Electric Generating Units

Article Vv - Derivation of Fixed Operation and
Maintenance and Variable Operation and
Maintenance Expenses for Electric
Generating Units

Article VI - Derivation of Return on Common Equity

Article VII -~ Derivation of Average Transmission Loss
Percentages

{

Article VIII Unit Power Sale Informational Schedule
and Support Schedules and Monthly Report

of Energy Transactions
Article IX ~ Adjustments for Actual Cost

Section C0.1 Allocation Methods and Procedures: The
allocation methods and procedures set forth in this Unit
Power Sale Manual have been developed with reference to
Southern Companies present accounting practices; if such
accounting practices change in the future so as to make the
allecation methods and procedures specified in this Unit
Power Sale Manual inappropriate, the allocation methods and
procedures shall be deleted or changed to meet the new
accounting practices of Southern Companies, provided such
changed allocation methods and procedures are fair and
equitable,




Section C0.2 "Uniform System of Accounts”: Tha FERC Accounts
set forth in this Unit Power Sale Manual are currently
prescribed in FERC's "Uniforam System of Accounts Prescribed
for Public Utilities and Licensees (Class A and Class 8)" in
effect as of the date of the UPS Agreesent. If these
FERC Accounts are saended, then this Unit Power Sale Manual
shall be construed to reflect the amended accounts prescribed
by PERC or its successor agency.




ARTICLE 1

DERIVATION COF NET DEPENDABLE CAPACITY
RATINGS FOR ELECTRIC GENERATING UNITS

This article of this Unit Power Sale Manual establishes the
definition and methodology for the yearly derivation of Net
Dependable Capacity ratings wused in the computation of
capacity charges and for such other purposes as specified in
the UPS Agreement. The definition and methodology for the
derivation of Net Dependable Capacity ratings specified in
this article are also used in the computation of capacity
charges in other contracts of Southern Companies, including
contracts with third parties and between one operating
company of Southern Companies and another operating company
of Southern Companies. Southern Companies may be referred
to individually as an "operating company".

Section C1.0 Net Dependable Cagac!t¥: ror the purpose of
deriving the Net Dependable Capacity of each electric
generating unit for the ensuing Contract Year, the net
generation in kilowatt hours (kWh) of each unit will be
determined for the highest four (4) continuous hours during
the peak-period hours (with peak-period defined to be the
fourteen {14} hours between 7:00 a.ma. and 9:00 p-m.
prevailing Central Time of each weekday, excluding holidays)
without overpressure, for five (5) different days during
July and August of the calendar year preceding the Contract
Year {(or June, July, and August as per the then current
practice of Southern Companies in rating their generating
units for intercompany use). The Net Dependable Capacity of
a2 unit for the Contract Year is defined as the average of
the net generation for such twenty (20) hours, subject to
the principles in Sections C1.1 and Cl1.2 below. Southecn
Companies will use best efforts, consistent with Prudent
Utility Practice, to maximize the Net Dependable Capacity
rating for each unit.

Section Cl1.1 Adjustments for Unusual Circumstances: In the
event unusual circumstances occur during the months of July
and August in the calendar year preceding the Contract Year
{or June, July, and August as per the then current practice
of Southern Companies in rating their generating units for
intercompany use) or circumstances during the Contract Year
are expected to be significantly different from those during
such July and August (or June, July, and August as per the
then current practice of Southern Companies in rating their
generating wunits for intercompany use), in the sole opinion
of the operating company respcnsible for operating the unit,
such operating company will determine the Net bDependable
Capacity for such wunit foc the Contract Year and will
provide @a statement giving the reason(s) for not using the
value for Net Dependable Capacity determined in Section C1.0
and the method used to establish the Net Dependable Capacity
for the Contract Year.




Section C1.2 Units DBein Declared Commercial: The Net
Dependable Capacity for » unit declared commercial after the
month of August in the calendar year preceding the Contract
Year will Dbe determined from the turbine manufacturer's
design gross generation capability at valves wide open,
adjusted for station service and further adjusted by the
historical ratio of Net Dependable Capacity to design
generation capability for similar units on the systems of
Southern Companies.

Section C1.3 Data to Be Provided: The data used in the
deteraination of the Net Dependable Capacity for each unit
each Contract Year, pursuant to Sections C1.0, ¢Cl.1, and
Cl.2 above, will be provided to purchasers of unit power in
accordance with Article VIII of this Unit Power Sale Manual.
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ARTICLE 11

DERIVATION OF CAPACITY CHARGE FOR
COAL-FIRED ELECTRIC GENERATING UNITS

This article of this Unit Power Sale Manual establishes the
formulary methodology for deriving capacity cost and charges
related to coal-fired electric generating units dedicated to
unit power sales under the UPS Agreement. The formulary
wethodology will be used to derive both estimated capacity
cost for preliminary billing and actual capacity cost for
corrections to such preliminary billing.

Section C2,1 Capacity Cost of Unit Power Sales: The
computation of the capacity cost of unit power sales for
each month of the Contract Year will be accomplished in the
following manner. The monthly capacity cost (S$S/kW-month) of
each coal-fired electric generating unit participating in
the unit power sales is multiplied by the porticn (MW) of
the unit applicable to the sale in each month to obtain the
total monthly capacity dollars ($). The total monthly unit
power sales capacity dollars are then summed and to this sum
will be added an amount egqual to the total MW applicable to
the unit power sales multiplied by an amount (fixed at a
rate of $0.08/kW-month), as agreed to by the parties hereto,
to compensate for scheduling, coordination and other
difficult-to-quantify cost applicable to the transactions
under the UPS Agreement. This capacity cost for eich month
will constitute the charge for capacity sold by Southern
Companies under the UPS Agreement. This charge for each
month of the first Contract Year will be shown on the Unit
Power Sale Informational Schedule, and will be revised in
accordance with thig Unit Power Sale Manual in subsequent
calendar years.

Section C2.2 Derivation of Estimated Monthly Capacit
Charqge of Coal-Fired Electric Generating Units: The
derivation of the estimated monthly capacity charge of the
coal-fired electric generating units participating in the
unit power sales is based on the capacity (determined in
Article I of this Unit Power Sale Manual) and the projected
investments and expenses related to production and generator
step-up substation facilities of each such wunit during the
Contract Year. The derivation of the monthly capacity
charge of each applicable unit is expressed in the following
formula:

R - |Lx_[{CM + IT)/100) + E| 100
C x 12 100 - L_

where:

R =« Monthly production capacity charge for operating
company owned capacity (S/kW-month)



I = Total of the net investment associated with the
operating company’s portion of the unit ($).

CH = The weighted average cost of capital associated with
the operating company’s cost of construction of the
unit (%}.

IT = The income tax requirement associated with the
preferred stock and common equity weighted cost of
capital asgociated with the operating coampany’s cost
of construction of the unit (%).

E = Total of the annualized fixed expenses associated
with the operating company’s portion of the unit
(s).

C = Net Dependable Capacity of the operating company's
portion of the generating unit (kW).

L. = Average transmission capacity loss percentage of
Southern Companies as determined in Article VII of
this Unit Power Sale Manual (%).

The source of the capacity, investment, and expense data
incorporated in the above formula for coal-fired electric
generating units (including FERC Account numbers and
description of allocation procedures and calculation of the
cost of capital) is as follows:

Section C2.2.1: Net Dependable Capacity is the rating in kW
of the coal-fired electric generating unit as determined in
Article 1 of this Unit Power Sale Manual. The value of "C"
in Section €2.2 {5 determined by multiplying the percent
ownership of the operating company by the unit’s Net
Dependable Capacity.

Section C2.2.2: Gross Generating Unit Investment for a unit
owned by an operating company 1is the book cost of the
coal-fired electric generating unit and its associated
generator step~up substation. The cost of these facilities
is recorded in FERC Accounts 310-316 for the generating unit
and FERC Accounts 352 and 353 for the step-up substation at
the end of each month of the Contract Year. The amount of
booked Allowance for Funds Used During Construction
("AFUDC"} shall have added to it an amvunt to reflect the
effect of Construction Work In Progress {"CWIP"} in retail
rate bass. The amount of AFUDC to be added, if any, shall
be calculated on » monthly basis for the construction period
of the unit using the following formulae:

DA = L[{(AR - BR) x AB]

DA = Dollar amount to be added to beoked AFUDC,.



AR « The monthly AFUDC rate prescribed by the applicable
gtate public gervice commission.

BR = The actual monthly AFUDC rate applied by the
operating company (this rate being affected by CWIP
in the operating company’s retail cate base).

AB = The actual monthly AFUDC base used by the operating
company in computing booked AFUDC.

All coal properties 2and coal handling equipment that are
recorded at the end of each month of the Contract Year in
FERC Accounts 389, 398, and 399 that are directly associated
with the generating unit are included in the gross generating
unit investment summation. Where allocations to the
generating unit are required, such allocations shall be based
on the usage of the property and equipnment.

The common facilities of the plant site and the step-up
substation yard are allocated equally among the units at the
plant site.

Section €2.2.3: Accumulated Depreciation is associated with
the gross production investment defined in Section (C2.2.2.
The accumulated depreciation for generating units is adjusted
to include the amount of AFUDC determined in Section €2.2.2,
If the depreciation records of the operating company do not
allow for the identification of the accumulated depreciation
of the specific coal-fired unit’‘s step~up substation, a
portion of the accumulated depreciation associated with the
transmission plant will be allocated to the unit’'s generator
step-up substation. The amount allocated to the genectator
step-up substation facilities will be on the basis of the
ratio of the gross investment in the generator step-up
substation facilities to the total gross investment in the
transmission function excluding land.

Section €2.2.4: Net Generatin Unit Investment is the
difference between Section C2.2. (Gross Generating Unit
Investment) and Section C2.2.3 {Accumulated Depreciation).

Section €C2.2.5: General Plant (Net) includes the investment
in FERC Accounts 389 through 399 at the end of each month of
the Contract Year, excluding amounts directly assigned to
production as listed in Sections C2.2.2 and (C2.2.3. Net
general plant, excluding the direct assignments, is allocated
to the specific coal-fired generating unit and its generator
step-up substation on the basis of salaries and wages as
described in Section C2.2.17.

Section C2.2.6: Working Capital {is the summation of cash
working capital, prepayments, deposits (3£ any), and
materials and supplies, and is computed for each month of the
Contract Year.
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The cash working capital for the sapecific coal-fired
generating unit is calculated by taking one-eighth (45/360i
of the sum of the annualized operating and maintenance (O&M)
expenses (including fuel burn) and administrative and general
{A&G) expenses. The f£fixed O&M expense is developed in
Section C2.2.9 and the A&G expense is developed in Section
c2.2.10. The cash working capital for the specific unit's
generator step-up substation is calculated by taking
one-eighth (45/360) of the sum of the annualized fixed O&M
and AeG expenses. The fixed O&M and A&G expenses are
developed in Sectjions €2.2.9 and €2.2.10, respectively.

Prepayments are computed on the basis of a thirteen (13)
month average and are directly assigned to production,
transmission, general plant functions, and the specific
coal-fired generating unit. The amount assigned to the
transmission function is allocated to the specific coal fired
unit’s generator step-up substation on the basis eof net
transmission investment less land. Prepayments associaled
with general plant are allocated to the specific coal-fired
generating unit and its step-up substation on the basis of
salaries and wages as described in Section C2.2.17.

Materials end supplies are computed on the bagis of a
thirteen (13) month average and consist of two parts: (1)
fuel stock recorded in FERC Account 151, and (ii) plant
materials and operating supplies recorded in FPERC Account 154
that are related to the production function and the
tranemission function. The fuel stock recorded in FERC
Account 151 is allocated to the specific unit at the plant
site based wupon the nameplate ratings of the respective
units. The plant materials and operating supplies, FERC
Account 154, if not directly identifiable with the plant and
associated generator step~up substation, are allocated to the
specific coal-fired generating unit and its associated
generator step-up substation on the basis of the ratio of the
respective gross investment of the specific coal-fired
generating unit and its associated generator step-up
substation to the gross investment in the fossil steam
production function and the associated generator step-up
substations. The plant material and operating supplies, FERC
Account 154, directly identifiable with the plant are
allocated equally amony the units.

Deposits are included as working capital requirements to
reflect the operating agreements that exist between one
operating company and another operating company for the
operation of jointly owned generating units. It should be

170K expenses as used in this Unit Power Sale Manual do not
include A&LG expenses.




noted that while these deposits increase the working capital
requirements of one operating company, they have a
corresponding reduction in the working capital requirements
of the other operating company.

Section €2.2.7: Accumulated Deferged Income Taxes are
developed for each applicable generating unit for each month
of the Contract Year and 4{s the net total of PERC Accounts
190, 281, 282, and 283. Accumulated deferred i{ncome taxes
felated to general plant for both the generating unit and {ts
step~up substation are allocated in accordance with the
general plant assignments £for the unit and its step-up
substation described in Section (C€2.2.5. The accumulated
deferred income taxes related to transmission plant are
allocated to the specific coal~fired unit’s generator step-up
substation on the basis o¢f net investment in coal-ficed
unit’s generator step-up substation facilities to total
transmission net investment excluding land.

Secticn C2.2.8: Total Net Generating Unit Investment
represents the direct and aliccated investments that are
associated with the coal-fired electric generating unit and
its generator step-up substation facilities and is the
summation of Section C€2.2.4 {Net Generating Unit Investaent)
through Section €2.2.7 ({(Accumulated Deferred Income Tax~s)
and is the value for "I™ for capacity in the formula in
Section €2.2 for each applicable geanerating unit.

Section €2.2.9: Fixed Operation and Maintenance Expense 1is
the total of the (fixed expenses associated with the
coal-fired electric generating unit recocrded &{n FERC Accounts
500 through 514. The definition of fixed and variable as
defined in these PERC Accounts isgs shown in Article V of this
Unit Power Sale Manual. The O0&n expenses in PERC Accounts
562, 569, and 570 associated with the generator step-up
substation facilities of such generating unit are added to
the generating unit's fixed expenses. Where O&M expenses of
the generator step-up facilities are not directly
identifiable, they will be allocated on the basis of the
ratio of the gross investment in the specific coal-fired
unit’s generator step-up substation to the total gross
substation investment.

Section €2.2.10: Administrative and General Expenses, FERC
Accounts 920 through 935, excluding FERC Account 924
(Property 1Insurance), arz allocated to the specific coal-
fired generating unit and its step-up substation based upon
salaries and wages as described in Section (€2.2.17. The
property insurance is developed and assigned to the specific
coal~fired generating unit. The property insurance
specifically assigned to the transmission function |{s
allocated to the unit's step-up substation based upon the net
transmission investment excluding land.




Section C2.2.11: Depreciation Eernsa for the coal-fired
electric generating unit ' ase on straight line
depreciation with the exception of the Scherer Plant units in
which case the expense is based on units of production during
the first six (6) months of operation and the remaining 1life
on straight line depreciation. The depreciation expense for
generating units is adjusted to reflect the AFUDC deteramined
in Section €2.2.2. The deprecjiation expense associated with
the generator step-up substation facilities is determined on
the basis of the gross investment 1in generator step-up
substation facilities and the associated depreciation rates.
The depreciation expense associated with general plant is
allocated to the specific coal-fired electric generating unit
and 1its step-up substation in the same manner as the general
plant allocations described in Section €2.2.5.

Section C2.2.12: Amortization of Investment Tax Credits
T"AITC®] 1s computed for each coal-fired mlectrlic generating
unit. AITC associated with the transmission plant is
allocated to the generator step-up substation facilities on
the basis of the ratio of the depreciation expense of the
generator step-up substation facilities to the depreciation
expense of the transmission plant. The AITC associsted with
general plant is allocated to the specific coal-fired
electric generating unit and its step-up substation 1inm the
same @manner as the general plant allocations described in
Section C2.2.5.

Section €2.2.13: Real and Personal Property Taxes are
computed for the specific coal-fired electric generating unit
and ite associated step-up substation 4in a manner which
equitably relates the pro rata share of such taxes to each
facility with regard to its value for tax purposes and which
is consistent with computation of such taxes for the
respective operating company. The real and personal property
taxes associated with general plant are allocated in
accordance with the genersal plant allocation described 1in
Section C2.2.5. Detailed documentation of computation of the
real and personal property taxes for each unit in accordance
with the computation of such taxes for the operating company
will be prepared, and if requested, will be made available.

Section C2.2.14: Payroll Taxes applicable to a specific
coal-fired electric generating unit and its step-up
substation are computed in the following manner. The
expected payroll tax rates ate applied to the budgeted
salaries and wages developed in Section C2.2.17. The payroll
taxes reflect the use of the taxable wage base and the
maximum payroll tax payable during each month of the Contract
Year.
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Section €2.2.15: Total Production Fixed Expenses reprasent
the direct and allocated fixed expenses assoclated with the
coal-fired electric generating unit and generator step-up
facilities and are the summation of Section €2.2.9 (rixed
Operation and Maintenance Expense) through Section €2.2.14
(Payroll Taxes) and is the value for "E" for capacity in the
formula 4n Section C2.2 for each applicable coal-fired
electric generating unit.

Section €2.2.16: The Cost of Capital and Associated Income
Taxes are computed in the following manner:
CM = [(DR x i) + (PR x p) + (ER x ¢)]

Where: DR + PR + ER » 1.0

IT = T x {{PR x p) + (ER x c))
I

Wheze: T =Y+ S -~ 2F§ (federal income taxes
1l -ps deductible for state
income tax purposes)
or
T=F+ 8§ -7P5 {federal income taxes not

deductible for state income
tax purposes)

CM « Weighted average cost of capital associated with the
operating company’s cost of construction of the unit
{$).

IT = Income tax requirement associated with the preferred
stock and common equity weighted cost of capital
associated with the operating company’s cost of
construction of the unit (%).

T = Combined state and federal income tax rate.

F = Federal income tax rate.

5§ = State income tax rate.
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DR = Ratio of debt capitllz.
PR = Ratjio of preferred stock?.
ER = Ratio of common eqnityz.

¢ = Return on common equity of Southern Cospanies as
determined in Article VI of this Unit Power Sale
Manual.,

2. The components of the capital structure of the operating
company will be determined from the most recent Quarterly
Report on Form 10-Q {or in event such report ceases to be
required to be filed by an operating company, such other
report to a governmental agency containing the operating
company’s capital structure) at the time the unit goes into
commercial operation; except the capital structure for
Miller Plant Unit 1 which will be determined by calculating
the gimpie arithmetical averages of sach of the coaponents
ag determined by the capitalization as recorded on Form
10-K {or USS where 10~X is not applicable) for end of year
capitalization for each year 1972 through 1978. 1In the
case of a unit which will go into commercial operation
during the Contract Year, the components of the capital
structure may change between the information available at
the time the estimated capacity charges are developed and
the time tiie applicable Form 10-Q is available. This one
time change in capital structure will be recognized as soon
as practicable.
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i = The cost of debt cnpltals, which ghall bs determined
as of the date the unit goes into commercial opera-
tion, shall be the weighted average percent rate of
first mortgage bonds issued during the construction
of the unit, which shall be calculated by applying
the annuzl percent interest rate of the most recent
issue of first mortgage bonds prior to the incur-
rence of each monthly capital expenditure on the
unit. The cost of debt capital shall be modified
after the date of coamercial operation to account
for additional monthly capital expenditures to the
unit by applying the annusl percent interest rate of
the most recent issue of first mortgage bonds prior
to the incurrence of such monthly capital
expenditure. BSuch costs of debt capitsl shall be
modified to include the amount and the cost of
pollution control bonds specifically related to the
unit.

37 In the case of Miller Plant Unit 1 only, the cost of debt
capital will be adjusted to account for the period during
construction of the unit exceeding twelve months when no
first mortgage bonds were issued. Adjustment for such
pericds will be as follows: The monthly capital expendi-
tures occurring after the twelve-month period will have
applied to them the annual percentage rate of first
mortgage bonds issued up to six months subsequent to such
expendjtures. If no such bond §ssue were made in the
six~month period subseguent to the monthly capital
expenditure, the rate of the most recent previous bond
issue will continue to be applied to such expenditures
incurred up to six months prior to the next bond issue.
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p - The cost of preferred stock‘, which shall be
determined as of the date the unit goes into
commercial operation, shall be the weighted average
dividend percentage rate of guch stock, which such
percent rate shall be calculated by applying the
annual dividend percentage rate of the most recent
issue of preferred stock prior to the incurrence of
each monthly capital expenditure on the unit.

The cost of preferred stock shall be modified after
the date of commercial operation to account for
additional monthly capital expenditures to the unit
by applying the annual percentage interest rate of
the most recent issue of preferred stock prior to
the incurrence of such monthly capital expenditure.

Section €2.2.17: Salaries and Wages are budgeted and
accounted for on an actual basis dy each operating company
for each functional group and the specific coal-fired
electric generating unit for the Contract Year. The budgeted
salaries and wages account for changes in wage rates and
nurber of employees.

The sgalaries and wages assoclated with the administrative
and genecal classification are allocated to the functions
including the sgpecific coal-fired electric generating unit
based wupon the ratio of the functional group’s salaries and
wagegs to the total salaries and wages less the administrative
and general classification’s salaries and wages. The
salaries and wages associated with the transmission function,
including the allocated administrative and general salaries
and wages, are allocated ¢to the transmission plant’s
substations based upon the labor in FERC Accounts 562, 569,
and 570 and are further allocated to the unit’s generator
Etep-up substation facilities on the basis of the ratio of
the gross investment in the specific

4. In the case of Miller Plant Unit 1 only, the cost of
preferred stock will be adjusted to account for the period
during conetruction of the unit exceeding twelve months
when no issues of preferred stock were issued.
Adjustments for such periods will be made as follows: The
monthly capital expenditures occurring after the
twvelve-month period will have applied to them the annual
dividend percentage rate of preferred stock issued up to
gix months subsequent to such expenditures. 1If no such
stock isste were made in the six months subseguent to the
monthly capital expenditure, the rate of the most recent
previous preferred stock issue will continue to be applied
to such expenditures incurred up to six months prior to
the next preferred stock issue.
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unit’s step-up substation to the gross {nvestment in the
transsission  substations unless a direct assignment of

salaries and wages is available from the operating company'’s
records.

The salaries and wages for a specific unit which is jointly
owned are computed for one hundred percent (100%) of the
unit. The total salaries and wages for such jointly owned
units are allocated on the basls of percent ownership.

For a unit which does not have a historical basis of salaries
and wageg, the most recent vintage and similar coal-fired
unit that does have a historical basis will be used for the
ficrst year’s estinmate.

Section €2.2.18: Adjustment for Delayed Unit Subject to
Sections 2.4.3 o1 -4. of the UPS Agreement: The
development of the capaclty charge for a unit delayed subject
to the provisions of Section 2.4.3 or Section 2.4.4 of the
UFS Agreement will be made in accordance with the above

described methodology subject to the following:

The increased amount of AFUDC attributable to the delay of
the unit will not be included in the gross investment of the
unit except as this increaged amount of APUDC is offset by
savings made available through the substitution of 1less
expengive capacity during the period of the delay. The
amcunt of savings as may be available will be determined from
the difference between the estimated cost of the unit as if
it had not been delayed and the actual cost of the
substituted unit.

Section €2.2.19: Adjustment to Cost of Capital Resultin

From Retirement o Qutstandin Securities: The cost o

capital calculation provided In Section C2.2.16 is impacted
when sgecurity issues are retired through either maturities,
regular redemptions, or improvement fund redemptions. For
consigtent treatrment of adjustments to the cost of capital
calculations resulting from retirements and subsequent

refundings, the following guidelines will be followed when
security issues are completely retired:

1) Determine the existence of a refunding security. Teo
identify a refunding issue, a2 like security must be
issued within a given time frame either prior to or
subsequent to the retirement. The time frame will be
three {3) months and may be changed upon mutual
agreement of the parties hereto. The timing for issues
of like securities is identified in a) and b) below.

2} Three (3) months prior to refunding -
I1f there are multiple potential refunding issues, the

refunding {ssuves will be identified as the last
security issued within the three-month time frame
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2)

prior to the retirement. The amount of the refunding
issue does not have to equal the amount of the
redeamption.

b) Three (3) months subsequent to refunding -

I1f no like securities were issued within three (3)
months prior to the redemption, the first security
isgued within three (3) months subsequent to the
redemaption will be identified as the refunding issue.
During any interim period from the redemption of »
gsecurity vup to three (3) months thereafter, an
appropriate replacement rate will be determined for
billing purposes. Such replacement rate for that
period will be subject to agreement by the parties
hereto. The amount of the refunding issue does not
have to egqual the amount of the redemption.

If sultiple retirement and multiple refunding issues
are identified within the designated time frame, the
first security issuved will be identified as the
tefunding security. However, & previously identified
refunding issue may not be identified as the
refunding issue for a subsequent retirement.

Por the purpose of determining dates applicable to
issued or retired securities, the date of refunding
issues shall be the closing date of the issue and the
date of retired or refunding issues shall be the
settlement date.

1f no like security issues have occurred within three
months prior to or three (3) months subsequent to a
redemption, a substitute rate will be deterxmined by
mutual agreement of the parties hereto.

Treatment of premium. Whenever a2 security is redeemed
through a regular cedemption, the affected operating
company purchases the security from the holder at a
premriunm, This premium is viewed as an investment which
produces interest cost savings. The unit power sales
purchasers receive a benefit of lower rates from these
tedemptions and should also bear a portion of the
premium cost. Therefore, the unamortized discount and
expense and the premium expense of a redeemed issue will
be included in the cost of capital calculation for the
replacement issue for unit power sales capital costs.
The calculation will use the following methodology.

a) The net proceeds of the replacement issue will be
teduced by the amount of the wunamortized debt
discount and expense of the redeemed issue, the call
expense, and the premium expense. The expenses,
discounts, call premiums and net proceeds will be
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prorated as appropriate to reflect differences in the
amounts of the refunding and the refunded issues and
in the calculation of replacement debt rates.

b) The yield to maturity of the replacement {ssue will
be calculated using the adjusted net proceeds.

c) The example below illustrates a company refunding a
series of fifteen percent {15%) first mortgage bonds
with an equal size more recent igsue of ten and
one-eighth percent {10-1/8%) bonds.

$49,429,500 New igsue price to company
(272,000) New issue estimated expenses
(593,068) Redeemed issue - unamortized discount
and expense
(50,000) Estimated call expense
(5,210,000) Call premium
$43,304,432 Adjusted net proceeds

Adjusted yield to maturity = eleven and three-guarters
percent {11.75%)

It is the intent of the parties hereto that the costs of
debt and preferred stock reflect actual cost experienced
by each operating company. The parties hereto agree,
however, that no predetermined methodology can
anticipate all future financial circumstances and
further agree that the gujdelines in this Section
C2.2.19 are applicable only to the conditions described
above, and exceptions to these conditions will be
evaluated jointly Dby the parties hereto on a
case-by-case basis.
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ARTICLE IXI

DERIVATION QF CAPACITY CHARGE FOR
TRANSMISSION FACILITIES

This article of this Unit Power Sale Manual establishes the
formulary methodology for deriving the capacity charge for
transmission facilities for unit power sales under the UPS
Agreement.

Section C3.1 Transmission Capacity Charge: The computation
ot the transmission capacity charge for transmission
facilities is based on the investment, expenses, and load
related to transmission lines rated 115 kv and above and
associated substations. This capacity charge excludes the
investment and expenses associated with the generator
step-up substations and the Iinvestment, expenses, and
associated load in transmission owned by Oglethorpe Power
Corporation ("OPC"}, Municipal Electric Authority of Georgia
("MEAG"), and City of Dalton, Georgia ("Dalton"). The
transnission capacity charge for unit power sales under the
UPS Agreement from APC’s Miller Plant Units 1, 2, 3, and 4
to Corporation will be the sur of APC’s transmission
capacity charge ($/kW-month) and GaPC’s transmission
capacity charge ($S/kW-month). The transmission capacity
charge for unit power sales under the UPS Agreemen* from
GaPC’s and GuPC’s ownership in Scherer Plant Unit 3 to
Corporatien will be the GaPC transmission capacity charge
(S/kWw-month).

The computation of the transmission capacity charge is made
for each period of the Contract Year. For purposes of this
Article of this Unit Power Sale Manual, the Contract Year is
divided Iinto two distinct periods, January through May, and
June through December. This division of the Contract Year
into two periods is necessary in order to recognize that
Southern Conpanies consider an operating year to be June 1
through May 31 of the following year.

The transmission charges £or each period of the Contract
Year will be shown on the Unit Power Sale Informational
Schedule and will be revised in accordance with the UPS
Agreement in subseguent calendar years.

Section C3.2 Derivation of Transmission Capacity Charge of
APC  and GaPC: The derivation 6f the transmission capacity
charge of APC and GaPC is based on the investments,
expenses, and load related to transmission lines and
associated substation facilities rated 115 kv and above
(excluding generator step-up susbstations) of each such
company during the Contract Year and the cost of capital and
associated income taxes in each periocd of the Contract Year.
This derivation excludes the investment, expenses, and




associated load in transmission owned by OPC, MEAG, and
Dalton., The investment and expense associated with Southern
Electric Generating Company ("SEGCO" ) transpission
facilities is assigned to GaPC. The derivation of the
monthly transmission capacity charge of APC and GaPC for
sach period of the Contract Year 1is expressed in the
following formulae:

Ry = T x tecmy + 17,)/100) « E} x [ 100 T
3 D x 12 j 100 — LCJ

R, = ¥ x [{CM, + 1T,)/100) + E) x [ 100 ]
| D x 12 J 160 - ¢

Where: Ry, = Transmission capacity charge for January

through May ($/kW-month).

R, = Transmission capacity charge for June through
December ($/kW-month).
Cn1 = The weighted average cost of capital
asgociated with the January through May period
of the Contract Year (%).

CH, « The weighted average cost of capital
associated with the June through Decesmber
period of the Contract Year (%).

17, = The income tax requirement associated with the
preferred stock and common equity wveighted
cost of capital associated with the January
through May period of the Contract Year (%).

ITz = The income tax requirement associated with the
preferred stock and common equity weighted
cost of capital associated with the June
through December period of the Contract Year
(%),

I = The twelve-month average investment in trans-
mission lines and associated substation
facilities (excluding generator step-up
substations) rated 115 kV and abave {$).

E = The annual expenses for transmission lines and
associated substation facilities (excluding
generator step-up substations) rated 115 kv
and above ($).

D = The five-day average estimated load {kw).
L. = Average transmission capacity loss percentage

of Southern Cempanies as determined in
Article VII of this Unit Power Sale Manual.
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The source of the 1load, investment, and expense data
incorporated in the above formulae for APC and GaPrC
(including FERC  Account numbers and description of
allocation procedures and calculation of the c¢ogt of
capital) is as follows:

Section €3.2.1: Five-Day Average Load is the estimated peak
cne-hour load (kW) at the generator adjusted to a five-day
average load based on the preceding calendar year’'s actual
loads. APC’s and GaPC’s one-hour peak net territorial lead
(kW) is the seum of the following: (1) generation, (2)
associated companies’ pool receipts, (3) asgsociated
companies’ pool deliveries, (4) non-associated companies’
receipts, (5) non-associated companies’ deliveries, and (6)
any known loads associated with the transmission services
that are responsible for revenues which are not credited to
operating expenses. The generation owned and retained by
OPC, MEAG, and Dalton and their partial requirements load at
the generator bus are excluded for the GaPC 1load
calculation. Also the investment and expenses associated
with OPC, MEAG, and Dalton ownership in transmission
facilities are excluded.

The five-day average estimated load will be adjusted to the
actual five-day average load for APC and GaPC pursuant to
Article IX of this Unit Power Sale Manual.

Section €3.2.2: Gross Transmission  Investment is the
sunmation of FERC Accounts 350, 354, 355, 356, 357, 358 and
359 associated with 115 kV and higher voltage lines plus
FERC  Accounts 350, 352, and 353 associated with the
transformation and switching between 115 kV and the higher
veltages (generator step-up substations are excluded).

Section €3.2,3: Accumulated Depreciation is that
depreciation associated with the gross transmission
investment defined above and is allocated to FERC Account
based on investment and depreciation rates by FERC Account.
The allocation to voltage level is based Oon gross
investment,

Section C3.2.4: Net Transmission Investment is the
difference between Section C€3.2.2 (Gross Transmission
Investment) and Section €3.2.3 {Accumulated Depreciation),

Section C3.2.5: General Plant (Net) includes the investment
in FERC Accounts 389 through 399. All coal properties and
cocal handlirg equipment carried in FERC Accounts 389, 398
and 399 are directly assigned to production plant as
described in Sections €2.2.2 and €2.2.3. The allocation of
net general plant to transmission facilities (excluding the
direct assignments) is done on the basis of salaries and
wages as destribed in Section €3.2.17.
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After net general plant has been allocated to transmission
plant, it ig allocated to the 115 kv and above facilities
based on the ratio of the total net investment in the 115 kv

and above facilities to the total net transmission plant
investment.

Section C3.2.6: Working Capital is the summation of cash
working capital, prepayments, deposits (if any), and
materials and supplies, and is computed for each month of
the Contract Year. The cash working capital for the
transmission facilities rated 115 kV and above is calculated
by taking ocne-eighth (45/360) of the sum of the annualized
fixed O&M and A&G expenses. The fixed OiM and ALG expenses
are developed in Sections C3.2.9 and €3.2.10, respectively.

Prepayments 2re computed on the basis of & thirteen (13)
month average and are directly assigned to production,
transmission, general plant functions, and the specific
coal~-fired generating unit, Prepayments asgociated with
general plant are allocated to the transmission function on
the basis of salaries and wages as described in Section
€3.2.17. The amount allocated and assigned to the
transmission function is allocated to the facilities rated
115 kV and above on the basis of O&M expenses as described
in Section C3.2.9.

Materials and supplies are computed on the basis of a
thirteen (13) month average and consist of plant materials
and operating supplies recorded in PERC Account 154 that are
related to the transmission Function. The plant materials
and operating supplies, FERC Account 154, are allocated to
the transmission facilities rated 115 kV and above on the
bagis of the ratio of the gross investment excluding land of
the facilities rated 115 kv and above to the gross
investment excluding land in the transmission plant.

Deposits are inciuded as & working capital requirement to
reflect the operating agreements that exist between one
operating company and another operating company for the
operation of transmission facilities. It should be noted
that while these deposits increase the working capital
requirements of one operating company, they have a
corresponding reduction in the working capital requirements
of another operating company.

Section C3.2.7: Accumulated Deferred Income Taxes are the
net total of FERC Accounts 190, 281, 282, and 283 which have
been analyzed and allocated by APC and GaPC in accordance
with each FERC Account’s functional use. The portion
related to general plant is allocated to the transmission
function as described in Section €3.2.5. The allocation to
facilities rated 115 kv and above is on the basis of net
plant less land.
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Section €3.2.8: Total Net Transmission Investment represents
the direct and "allocate nvestments that are associated
with ¢the facilities rated 115 kv and above and is the
summation of Section (€3.2.4 (Net Transmission Investment)
through €3.2.7 (Accunulsted Deferred Income Taxes) and is
the value for "I” in the formulae in Section C3.2.

Section €3.2.9: Transmisgion OEeration and Maintenance
axgenses, FERC Accounts throug 3 are allocated in
telation to the net transmission plant associated with the
facilities considered herein unless more detailed
assignments can be made from existing operating company
records. The O&M expenses will be adjusted to reflect
actual O&M expenses pursuant to Article IX of this Unit
Power Sale Manual.

Section €3.2.10: Administrative and General Expenses, FERC
Accounts 920 through 935, excluding FERC Account 924, are
allocated to the trangmigssion function based on salaries and
wages and to facilities rated 115 kv and above on the basis
of net investment. FERC Account 924 is directly assigned to
function APC and GaPC and allocated within function based on
net investment.

Section €3.2.11: Depreciation Expense and Amortization of
Investment Tax Creagt (AITC) are seveIopea as follows. The
epreciation expense for transmission plant iz taken
directly from the records of APC and GaPC. The depreciation
expense associated with the 115 kv and above facilitieg is
determined on the basis of the gross investment in 115 kv
and above facilities and the associated depreciation ra“es.
The depreciation expense and related AITC associated with
general plant are allocated to transmission plant in
accordance with the general plant allocations as described
in sSection €3.2.5. The general plant depreciation expense
allocated to transmission function is further allocated to
the 115 kv and above facilities on the basis of depreciation
expensé related to the 115 kV and above facilities and the
total transmission plant.

The AITC associated with the transmission plant is allocated
to the transmission facilities rated 115 kv and above on the
basis o0f the ratio of the depreciation expense of the
transmission facilities rated 115 kv and above to the
depreciation expense of the transmission plant.

Section €£€3.2.12: Real and Personal Property Taxes are
assigned directly to the transmission plant. These taxes
are allocated to the 115 kV and above facilities based on
the ratio of the net investment in the 115 kv and above
facilities to the net transmission plant. The real and
pPersonal property taxes associated with general plant are
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allocated to the transmission function on the basis of
salaries and wages as described in Section C3.2.17 and
within transmission to the facilities rated 115 kv and above
on the basis of net investment.

Section C3.2.13: Pa¥roll Taxes applicable to the 115 kv and
above transmission fac ties are computed in the following
manner. The expected payroll tax rates are applied to the
budgeted salaries and wages developed in Section €3.2.17 to
obtain each function’s payroll taxes. The payroll taxes
reflect the use of the taxable wage base and the maxipum
payroll tax payable during each month of the Contract Year.

Section €3.2.14: Credits {or Debits) to Operating Expenses:
The revenuez class e as "Other Operating Revernue n
APC’'s and GaPC's budget will be credited to the operating
expenses if the transmission facilities considered herein
wvere responsible for such revenues (e.g., such revenues
associated with Long Term Power sales, Short Term Power
sales, and unit powver sales). I1f the revenues for
transmission service are not credited, the estimated demands
associated with the revenues will be added to the demand of
the affected operating company for the transmission rate
calculation. Because an operating company =may have
operating agreements with third parties with respact to the
transmigssion facilities considered herein, there ray be
revenues or expenses associated with the facilities rated
115 kV and above that will be appropriately credited or
debited to the operating expenses for the affected operating
company. In addition, revenues associated with the
transmiseion facilities rated 115 kV and above that appear
in the "Purchased Power Account” in APC’s and GaPC’s budget
{e.g., such revenues from Long Term Pawer gales, Short Term
Power sgaleg, and unit power sales) will be credited to the
operating expenses for these transmission facilities.

Section €3.2.15: Total Transmission Expenses represent the
ditect and allocated fixed expenses associated with the
facilities considered herein and are the summation of
Section €3.2.9 (Transmission Operation and Maintenance
Expenses) through Section €3.2.14 (Credits (or Debits) to
Operating Expenses) and is the value for "E" in the formulae

in Section C3.2.

Section €3.2.16: The Cost of Capital and Associated Income
Taxes are computed in the following manner:

CM = [(DR x i) + (PR x p) + (ER x c}}

Where: DR 4+ PR «+ ER = 1.0

IT = T x {(PR x p) + (ER x c)}
-7
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Where: T =F + 85 - 2FS (fedecal income taxes deductible
1 - Fs for state income tax purposes)

or

T = F + S ~ FS {federal income taxes not
deductible for state income
tax purposes)

CM = Weighted average cost of capital (%).

IT = Income tax requirement associated with preferred
stock and common equity weighted cost of capital
(%),

DR = Ratio of debt capital (target ratio; includes first
mortgage bonds, pollution control obligations, and
capitalized leases).

PR = Ratio of preferred stock (target ratio).

ER = Ratic of common equity (target ratio).

i = Embedded cost of debt capital (%).

P = Embedded cost of preferred stock (%).

= Return on common equity as specified in Article vI
of this Unit Power Sale Manual.

T = Combined state and federal income tax rate.

F Federal income tax rate.

S

State income tax rate.

Section €3.2.17: Salaries and Wages are budgeted and
accounted for on an actual bacis by APC and GaPC for each
functional group. The budgeted salaries and wages account
for changes in wage rates and number of employees.

The salaries and wages assoclated with the administrative
and general classification are allocated to the functional
groups Dbased wupon the ratio of the <functional group's
salaries and wages to the total salaries and wages less the
administrative and general classification’s salaries and
wages.

The transmission plant salaries and wages which include the
allocated A&G, are allocated to the 115 XV and above
facilities based on the ratic cf the net investment in the
115 kV and above facilities to the tota)l net transmission
plant investment.
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ARTICLE IV

DERIVATION OF FUEL COSTS
AND NORMALIZED FUEZL COSTS
FOR ELECTRIC GENERATING UNITS

This article of this Unit Power Sale Manual establishes the
definition and provides the procedures for determining the
Fuel Costs and Normalized Fuel Costs for the computation of
charges for unit power sales under the UPS Agreement.

Section C4.0 Fuel Costs: The Fuel Cost ($/mwWh) for & unit is
defined as the cost ($) of the fuel isgued from the weighted-
average gtockpile for the unit divided by the net electrical
output {mWhs) of the unit during operation periods of the unit
during the month energy was delivered under the UPS Agreement.
Operation pericds as used herein include all hours in which
the net electrical output of the unit is greater than zero.
The cost of fuel issued for the unit will be the actual
monthly cost of fossil fuel issued from FERC Account 151,
including the actual monthly cost of gaseous fuels charged
directly to FERC Account 501. In the event that there were no
operation periods of a unit during 8 month, the Fuel Cost for
the unit for such month will be equal to the Fuel Cost for the
unit in the £irst preceding month in which there were
operation periods.

Section C4.1: Normalized Fuel Costs: The Normalized Fuel
Cost (5/mwh) for & unit 1s defined as the average net heat
rate (millions of BTU’s per mWh) of such unit at a specified
generation level multiplied by the actual monthly cost {$) of
fossil fuel issued from FERC Account 151, inecluding the actual
monthly cost of gaseous fuels charged directly te FERC Account
501, and divided by the heat content (millions of BTU’s) of
such fuel issued for the month. 1In the event the cost of fuel
issued is zero for a unit during a month, the cost of fuel
issued and the associated heat content for other similar
unit(s)} receiving fuel from the same stockpile in that month
will be used in the calculation of the Normalized Fuel Cost.
rurthecrmore, in the event there was noc fuel issued from such
stockpile in that month, the cost of fuel issued and the
associated heat content for the first preceding month in which
there was fuel issued will be used in the calculation of the
Normalized Fuel Cost. The specified generation level at which
the average net heat rate 1is determined shall be sixty-five
percent {65%) of the Net Dependable Capacity of each unit,
unless otherwise mutually agreed by the parties hereto. This
generation level will be reviewed periodically by the Unit
Power Sales Operating Committee tc determine if it shall be
revised ti more accurately represent the normal historical or
projected output factor for each unit. The average net heat
rate, as used herein, shall be calculated for each unit from
the net heat rate eguation which is wused in the economic
dispatch for Southern Companies.




ARTICLE V

DERIVATION OF PIXED OPERATION AND MAINTENANCE
AND VARIABLE OPERATION AND MAINTENANCE
EXPENSES FOR ELECTRIC GENERATING UNITS

This article of this Unit Power Sale Manual establishes the
formulary method for deriving fixed O&M and variable O&M
expenses for the computation of charges for unit power sales
under the UPS Agreement.

Section €5.0 Fixed Operation and Maintenance Expenses: The
fixed O&M expense } or & unit or the Contract Year is
based upon the following components budgeted for the unit:
(1) all operation supervision and engineering charged to FERC
Account 500, (ii) the in-plant fuel handling expenses charged
to FERC Account 501, (1il) operational labor (including
overtime labor) charged to FERC Accounts 502 and 505, (iv)
all -miscellanecus steam power expenses charged to FERC
Account 506, (v} rent charged to FERC Account 507, {(vi) ail
maintenance supervision and engineering charged to PERC
Account 510, (vii) all maintenance expenses charged to FERC
Account 8511, (viii) wmaintenance labor (including overtime
labor) charged to FERC Accounts 512 and 513, and (ix) all
maintenance of miscellaneous steam plant charged to FERC
Account $14.

Section €5.1 Variable Opecation and Maintenance Expenses:
The varIaBIe O&M expenses /W or a unit for the Contract
Year shall be based wupon the following components budgeted
for the wunit: (i) all operating material and non-labor
expenses charged to PEZRC Accounts 502 and 505, and {(ii) all
maintenance =material and non-labor expenses charged to FERC
Accounts 512 and S13. The variable 0&M expenses for the unit
for the Contract Year shall be the sum of the components
listed above (§) divided by the budgeted net electrical
output of the unit (mwWhsg).

Section €C5.2 Data to be Provided: The data used 4in the

determination of the fixed and variable O¢M expenses for each
unit each Contract Year will be provided to the purchasers of
unit power in accordance with Article VIII of this Unit Power
Sale Manual,
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ARTICLE VI

DERIVATION OF
RETURN ON COMMON EQUITY

This article of this Unit Power Sale Manual establishes the
return on comamen equity used in the computation of capacity
charges for unit power sales under the UPS Agreesent.

Section C6.0 Return on Common Equity: For the purposes of
determining charges for unit power and transwmission, as set
forth 4in this Unit Power Sale Manual and the UPS Agreement,
the return on common equity (c) for Southern Companies shall
be thirteen and three-quarters percent (13.75%). This return
on coamon equity will be reviewed periodically to determine
if revisions are required. Any such revisions shall be made
in accordance with the provisions of Section 5.3 and Section
S.5 of the UPS Agreement.
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ARTICLE VI

DERIVATION OF
AVERAGE TRANSMISSION LOSS PERCENTAGES

This article of this Unit Power 5Sale Manual establishes the
average transmigsion loss percentages used in the computation
of capacity and energy charges under the UPS Agreement.

Section C7.0 Average Transmission Loss Percentages: For the
purpcses of determining charges for capacity and energy, as
set forth in this Unit Power Sale Manual and the UPS
Agreement, the average transmission loss percentage of
Southern Companies associated with capacity (SL_) and the
average transmission loss percentage of Southerfi Companies
agssociated with energy (sL,) shall each be three percent
(3%). These average loss percentages will be reviewed
periodically from annual power supply statistical teports and
from load-flow studies to determine if any revisions are
tequired. Any such revisions shall be made in accordance
with the provisions of Section 5.3 of the UPS Agresment.
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ARTICLE VIII

UNIT POWER SALE
INFORMATIONAL SCHEDULE AND SUPPORT SCHEDULES
AND MONTHLY REPORT OFf ENERGY TRANSACTIONS

Section C8.0 Support Schedules: The development of cost
components for the sale of unit power will de provided on
foreats mutually agreed to by the parties hereto. Such
support schedules will describe the source of the data with
reference to the applicable articles and sections of this
Unit Power Sale Manual and will show how the data i{s used in
the computation of cost components shown on the Unit Power
Sale Informational Schedule.

Section C8.1 Unit Power Sale Informational Schedule: The
results of the formulary methodology set ort n this Unit
Power Sale Manual shall be displayed on a Unit Power Sale
Informational Schedule for the Contract Year in a format
mutually agreed to by the parties hereto.

Section C8.2 Schedules for Estimated and Actual Charges: The
support schedules described 1in Sectlion €C8.0 shall be
recomputed to include actual cost data as contemplated in
Article 1IX of this Unit Power Sale Manual and supplied to

unit power sales purchasers.

Section €8.3 Monthl Report of Ener Transactions Monthly
reports shall be suppIEea to unlt power sgales purchasers,
which reports will list the hourly energy transactions and
the energy rates which are applicable to each hourly
transaction. The energy rates used in the calculation of the
energy charge for each wunit during each hour will also be
fidentified. Both preliminary and actual cost data will be
supplied as provided for in Section 7.2 of the UPS Agreement.
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ARTICLE IX

ADJUSTMENTS FOR ACTUAL COST

This article of this Unit Power Sale Manual establishes the
formulary components of the unit power capacity charge and
the transmission capacity charge which are subject to
adjustnent for actual cost. Such adjustments for actual cost
pursuant to Section 6.2 of the UPS Agreement will be made
using the applicable procedures described in Article 11,
Article 111, and Article V of this Unit Power Sale Manual.

Section C9.0 Capacity <Cost for Unit Power: The monthly
capacity charges computed under Article II of this Unit Power
S5ale Manual for each unit participating in sales of unit
power for the Contract Year will be recalculated using the
formula specified in Section C2.2 and the actual cost data
for the unit. All cost items contained in Article II of this
Unit Power Sale Manual will be adjusted to reflect their
actual costs. The adjustment will be wmade as goon as
practicable following the end of the month, but shall be made
within three (3) months of the monthly rendered bill. The
capital structure and cost of debt capital and preferred
stock will be modified as described in Section €2.2.16 and
further as provided for in Section €2.2.19.

Section C9.1 Capacity Cost for Transmission Service: The
transpission capacity cost computed under Article III of this
Unit Power Sale Manual for the Contract Year will be
recalculated using actual cost and locad data and the formulae
specified 1in Section C€3.2. Southern Companies shall sake
this adjustment on a periodic basiz, but not less frequently
than annually as soon as practicable following the end of the
Contract Year.

Section C5.2 vVariable Operation and Maintenance Expenses:
The variable O&M expenses as defined and computed in
accordance with Article V of this Unit Power Sale KManual will
be recalculated using actual data. The adjustment for
variable 0O&M expenses will be handled separately from the
energy billing. This adjustment will be made annually (or
for such lesser periods as nmutually agreed by the parties
hereto) using the actual data for expenses and net electrical
output of each unit. Such annual adjustment will be made for
the Contract Year as socon as practicable following the end of
the Contract Year.

Section €9.3 Administrative Cost for Adjustment Procedure:
Corporation as a purchaser of unit power shall reimburse
Southern Companies for i%s equal share of all costs incurred
by Southern Companies directly in administering this Article
IX of this Unit Power Sale Manual. Such costs shall be
accumulated by Southern Companies at standard rates of each
operating company and SCS for the services performed and
shall include, but not be limited to, charges for conputer
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time associated with the calculation of capacity charges
based on actual data, personnel engaged in administering this
Article IX of this Unit Power Sale Manual based on time
actually spent, and materials and supplies consuaed in
connection with administration of this Article IX of this
Unit Power Sale Manual. Such administrative charges will not
be included in the development of capacity charges in Section
C2.2.10.
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EXHIBIT D

UKIT POWER SALE INFORMATIONAL SCHEDULE

ATTACHED FOR EXAMPLE PURPOSES ONLY
USING 1588 ESTIMATED COST




UNIT ytUMER SALL
INFORMATIONAL SCHEOULE
CAPACITY CHARGES FOR THE YEAR 19881/
($/KN-MONTH)

¢+« FOR ILLUSTRATIVE PURPOSES ONLY #**

GEORGIA POWER  GULF POWER TRANSNISSION CHARGES FOR
—ALADAMA POWER COMPANY . COHPANY —COMPANY UNIT POWER SALES FROM
MILLER PLANT SCHERER PLANT
MONTH  MILLER 1 MILLER 2 MILLER 3 HILAER 4 _SCHERER3 =~ _SCHERER 3  UMITS 1.2.3 AND ¢ URIT 3
JAN 7.064417 12.239333  N/A N/A 15.648750 16.288657 1.889714 1.108964
FEB 7.233500 12.40275¢  * . 15.371583 15.974917 1.989714 1.108964
MAR 7.174917  12.346917  °© . 15.306000 15.874000 1.889714 1.108964
APR 7.138667  12.404083  * " 15.426833 16.024167 1.989714 1.108964
MAY 7.198417  12.316083  * . 15.367000 15.9276833 1.989714 1.108964
JUM 7.180333  12.301333  * " 15.354917 15.860917 1.993348 1.110115
JuL 7.219250  12.345000  ° ) 15.389333 15.918167 1.993348 1.110115
AUG 7.246417  12.349917 " " 17.661250 15.796167 1.993348 1.110115
SEP 7.239250 12.290500 " . 17.795250 15.773250 1.993348 1.110115
ocY 7.317583  12.424583 " . 17.842167 15.826583 1.993348 1.110115
NOV 7.052167 12.211833  *° . 17.664500 15.654917 1.993348 1.110115
DEC 7.160833 12.152500  ° . 17.578333 15.525667 1.993248 1.110115
NOTE: CAPACITY CHARGES ARE CALCULATED USING A 13.75% RETURN ON EQUITY.
REFERENCES:

MILLER 1,2,3 AND 4 -- ARTICLE II, SECTION C2.2
SCHERER 3 -- ARTICLE 11, SECTION C2.2

TRANSMISSION -- ARTICLE 111, SECTION C3.2

1/ DATA FOR ILLUSTRATIVE PURPOSES BASED ON 1988 ESTIMATED COST AND DATA FOR

MILLER PLANT UNITS 3 & 4 NOT APPLICABLE YO 1988,

INFORMATIONAL SCHEDULE

7/14/88
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—MONTH
JARUARY
FEBRUARY
MARCH
ArRIL
MAY
JUNE
JuLy
AUGUSY
SEPTEMMER
GCYORER
NDOVEMDER
DECEMBER

UNIT PONER SALE
INFORMATIONAL SCHEDULE

FOGRMULA DATA INPUT FOR CAPACITY CHARGE

c
A=

467,300,
667,308,
667,340,
667,300,
447,300,
667,308,
667,380,
467,380,
467.390,
467, 300.
&67,300.
667,398,

FOR THE YEAR 1988
SECTION 2.2

ALABAMA POWER COMPANY

NILLER 1

220,746,253,
227,279,829,
226,431,992,
220,179,087,
226,294,995,
226,957,93).
223,398,723,
228,203,831,
229,432,936,
230,004,083,
214,559,047,
21%,0834,521.

£
-$-

23,080,645 .
24,248,508
23,932.176.
24,530, 304,
24,132,448
23,898,420,
23.972,700.
24,238,543,
24,010,944,
24,530,048,
24, 365.109.
24,061,656,

cn
—:—

13.30%
16.806
10.806
18.806
10.887
18.807
18.407
10.807
18.807
18.807
1a2.807
1¢.807

NOTE' MONTHLY CAPACITY CHARGE 1S CALCULATED USING A 13.75X RETURN ON COMMON EQUITY.

v
-:-

.23
2357
.237
.23
.237
.237
.236
.23¢
234
238
3.236
3.23

W W W e M e i e e

-

INFORMATIONAL SCHEDULE

1/14/88
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—NONIH
JANUARY
FEBRUARY
MARCH
APRIL
MAY
JUNE
Jury
AUGHST
SEPTEMDER
OCTOBER
HOVEMBER
DECEMMER

Uil FrUsLni Jn.b

INFORMATIONAL SCHEDULE

FORMULA DATA IMPUT FOR CAPACITY CHARGE

c
-KH~

667,400,
647,480,
647,480,
647,408,
667,408,
667,400,
647,489,
667,400,
47,400,
667,400,
647,400,
647,400,

FOR THE YEAR 1938
SECTION C2.2

ALABAMA POWER COMPANY
MILLER 2

438,432,913,
445,873,157,
644,395,879,
462,742,918,
441,338, 116.
441,422,255
644,190,270,
443,021,513,
640,914,475,
460,082,846
435,870,170,
432,517,084,

E

-9~
38,582,516,
39.912.308,
30,578,156,
31.241.092.
30,785,340,
30,427,504,
30,633,312,
36,843,324,
30.6990.452.
31,177,392,
38,840, %28.
3¢,892,024.

n
1n
n

13
11

n

13

HOTE) MONTHLY CAPACITY CHAROE §S CALCULATED USINO A 13.75x RETURM ON COMMOM EQULTY.

INFORMATIONAL SCHEDULE

1/14/88

™
-x-

.234
-234
.233

1.
.233
.23%
.229
11.
.229
11.
11.
1%,

235

229

223
223
223

PAGE 3 OF 10
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449
1Y
449
.469
A6
-449
443
L6458
.465
L8862
462
.462



—MONTH
JAHUARY

FEBRVARY
MARCH
APRIL
MAY

JUNE
JULY
AUGUST
SEPTEMBER
OCYOBER
NOVEMDER
DECEMBER

UNIT POWER SALE
INFORMATIONAL SCHEDULE
FORMULA DATA INPUT FOR CAPACITY CHARSGE
FOR THE YEAR 1988

SECTION C2.2
GECRGIA POMER COMPANY
SCHERER 3

k- +- -5-
636,325, 529,822, 5%4. 24,109,608,
€36,525. 522,943,521 . 23,255,604,
£36.525, 521,232,042, 25,085,514
634,528, 520.07¢,428. 24,140,844
636,528, 518,237,911, 23,952,120.
636,525, 522,281,767. 23.265.492.
€56,528. 521,075,264, 23,129,772,
636,525, 621,255,972, 24,763,248
636,523, $10,722,991. 26,188,892.
636,528 616,366,244, 26,836,212,
636,525, 614,477,499, 25,944,804,
436,528, 603,468,934, 26,844,816,

13.
13.
13.
13,
18.
13,
13
15.
15.
13,
13.
13.

HOTE: MONYHLY CAPACITY CHARGE IS CALCULATED USING A 1S5.73x RETURN ON COMMON EQUITY.

INFORMATIONAL SCHEDULE

1/14/89
PAGE 4 OF 10
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-x-—

343
340
338
£ 9.1 |
112
332
338
109
109
109
109
169

W W e e W W e e W e e

I
-x-.

.990
.990
.99
.990
.9%¢
.990
.990
.968
.968
.958
.98
.9¢3



—MONIH .
JARUARY
FEBRUARY
MARCH
APRIL
HAY
JUNE
Juiy
AUGUST
SEPTEMBER
OCYORER
HOVEMBER
DECEMBER

UNIT POWER SALE
INFORMAT IONAL SCHEDULE

FORMULA DATA INPUT FOR CAPACITY CHARGE

C
-l

212,173,
212,178,
212,175,
212,173.
212,175,
212,178,
212,178,
212.175.
212,178,
212,175,
212,125,
212,175,

FOR THE YEAR 1988
SECTION C2.2

GULF POWER COMPANY
SCHERER 3

1
-

185,885,741,
182,937,089,
131,069,389},
181,318,882,
150,409,586,
181,11%,220.
180,096,447,
!79.766.‘0!.
179.9028,973.
178,554,139,
177,273,813,
174,623,905,

E
-

10,852,476,
10,527,816,
16,459,512
10,908,472,
16,814,508,
16,534,940,
16,713,458,
16,5%1.188.
10,451,123,
18,859,344,
10,340,708,
19,739,232,

12.
12.
12.
12.
12.
12.
12.
12.
12.
12.
12.
12.

NOTE: MONTHLY CAPACITY CHARGE IS CALCULATED USING A 13.735x RETURN ON COMMON EQUITY.

INFORMAT {ORAL SCHEDULE

7/14/868

-g-
227
227
227
227
227
227
227
227
227
227
224
226

PAGE § OF 10

3.
.583%
.583
523
383
.5883
.58}
.483
.583
.58
.5342
-582
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UNIT POMER SALE
INFORMATIONAL SCHEDULE
FORMULA DATA INPUT FOR COST OF CAPITAL
FOR YHE YEAR 1983
SECTION C2.2.16

ALABAMA POWER COMPANY

MILLER 1
EMBEDDED COST .Eaa::nO"
— CAPRTALIZATION BATJOS

—MOWIH 8 E8 £R 1 P__ c E
JARUARY 55.6432¢ 11.9859 32.53135 9.2184 10.1759 13.78 340
FEBRUARY 55.4324 11.9859 32.5815 2.2312 10.1754 13.7% 4.0
MARCH 55.432¢ 11.9435% 32.5015 $.2120 10.1733 13.75 34.0
APRIL 55.432¢ 11.9259 12.5818 e.2127 10.1749 13.75 4.0
HAY 35.6324 11.925¢ 32.58158 $.2135% 10,1744 13.73 s4.0
JUNE 55.432¢ 11.945% 32.5815 9.2144 10.3741 13.79 4.0
JULY 55.64324 }1.9%83% 32.5815 9.2149 10.14280 23,78 3%.9
AUGUSTY 55,4326 11.935% $2.52153 2.215% 10.1674 13.78 34.0
SEPTEMBER $5.432¢ 11.9483% 32.5815 9.2141) 10,1469 13.73 34.0
NCTODER 35.932:4 11.945% 32,5015 9.2143 10.1403 13.7% 34.0
MNOVEMBER $5.832¢ 11,9359 32.5815 9.2167 10.13% 13.735 34.0
DECEMBER 55.432¢ 11.9859 32.5813 %.21N 18,1589 1.8 4.0

INFORMATIONAL SCHEDULE
7/14/86
PAGE 6 OF 10
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UNIT PORER SALE
INFORMAT IONAL SCHEDULE
FORMULA DATA INPUT FOR €OST OF CAPITAL
FOR THE YEAR 1988
SECTION C2.2.16

ALABAMA POMER COMPANY

MILLER 2
EMBIEBDER COST .E;g:gﬂan
e CAPIYALIZATION RATIOS . DERT . PREFESRER  _EQUITY  ___JAX RAIES |

—monty . 3. 14 £R 1 d 5.
JANUARY 52.4131 10,8944 37,2365 9.7308 9.8012 13.7% 34.0 5.4
FEBRUARY 52.6731 10.0944 37.2305 9.7309 %.0012 13.73 38.0 5.8
MARCH 52.4751 18.0944 37.2385 2.7313 9.8012 13.73 . 5.9
APRIL 52.4731 10.89¢4¢ 37.23%¢5 9.7318 9.4012 13.7% 4.0 3.0
MAY 52.4231 10.0%4¢ 37.2383 *.73521 ?.5018 13.75 34.0 S.0
JUNE $2.6731 16.09%64 37.23035 9.7324 9.8012 13.7% 4.0 3.0
JULY $2.4731 18.0%44 37.2305 9.7328 $.7381 13.7% 34.9 3.8
AUGUST 52.4731 10.89%4 37.2305 $.7339 2.7380 13.73 34.0 3.0
SEPTENIER 52.6751 10,0944 37.2308 2.7331 $.7372 13.7% 34.9 s.¢
CCTORER 52.4731 10.0%44 37.2303 o 9.7334 %.4748 13.7% 4.0 s.¢
HOVEMBER 52.613) 10,094 37.23%8% 9.7334 9.4743 15.73 3.8 N

PECEMBER 52,6731 16,0964 37.2303 9.733 P.6745 15.71% 34.0 5.8

INFORMATIONAL SCHEDULE
7/14/88
PAGE 7 OF 10



UNIT POMER SALE
INFORMATIONAL SCHEDULE
{ONNED CAPAC’TY)
FORMULA DATA INPUT FOR COST OF CAPITAL
FOR THE YEAR 1988
SECYION C2.2.16

GEORGIA POMER COMPANY

SCHERER 3
RETURN ON
EMDEDSED COSY coMmoN
— . CAPITALIZAYION RATIOS RERY __PREFEMRED  _EQULITY __JAX RAIES

—HONIH R (4 § £R 1 E -t E -
JANUARY 50.8361 9.6207 39,5152 18,2954 11,9258 13.73 3.0 5.46
FERRUARY 50.0561 9.6237 39.5152 13.298S 11.9287 18.715 36¢.0 $.4é
MARCH ) 50.8561 9.6287 39.5152 15,2853 11.9287 13.7% 34.0 5.46
APRIL 50.8561 9.6207 39,5182 13,2849 11.9284 13.75 34.0 5.46
MAY 50.4561 %.4287 39.5152 15.2848 11.92838 13.75 34.0 $.4¢
JURE 50.8561 9.6287 39,5152 13,2848 11.9288 13.7% 34,0 5.6
JULY 55.8%61 9.4207 39.5152 13,2843 11.9288 13.75 3.0 S.56
AUGUST 50.8561 9.6207 39,5152 12,9050 11,5438 13,73 .0 8.46
SEPTEMBER 50.8561 $.46287 39.5152 12.9049 12,5533 13,15 4.0 5.46
OCTOBER 50.8561 9.6287 39.5152 12.964% 11.55%4 13.75 3.0 S.64
HOVEMBER 50.8561 9.6287 39.5152 12.9848 11,8533 13.78 340 5.64
DECEMSER 50.8561 9.6287 39.5192 12.5849 11,5533 13,798 3.0 5.6

INFORMATIONAL SCHEDULE
7/14/88
PAGE 8 OF 10




~JMONIH

JAHUARY
FEDRUARY
MARCH
APRIL
MAY

JUNE
Juey
AUGUSY
SEPTEMRER
OCTYODER
HOVEHMBER
DECEMBER

FORMULA DATA INPUT FOR COST OF CAPITAL

UNIT POMER SALL
INFORMATIONAL SCHEDULE

FOR THE YEAR 1988
SECTION C2.2.16

GULF POWER COMPANY

SCHERER 3

—GCAPITALLIZATION RATEIOS
DR ER £R
55.532% 5.2415 34.2261
55.5524 8.2615 36.226)
55,5324 8.2415 36.2241
55.5524 8.2415 36.2261
55.5324 8.2015 36.2261
55.5324 8.2415 3.2261
55.5324 5.2415 36.2261
55,5324 s8.2418 36,2241
55.5324 8.2415 56.2261
55.5324 2.2418 36,2261
55.5324 8.2415 3%.226

8.2415 3.22é1

55.5324

_EMaEBDED  COST '552§3u°“
~—IAX BAYRS

1 p < £ s
$1.3288 11.6113 13.78 34.9 5.3
11.3253 11.611) 13.715 34.0 s.3
11.3253 11.6107 13,75 3.0 5.5
11,3282 11.6103 15,78 34.0 5.5
11,3251 11.6183 13.75 34.8 5.5
11.3251 11.6099 . 13,75 34.6 5.5
11.3249 11.4096 13.75 .0 5.8
11,3249 11.4093 13.75 34.0 5.5
11.3247 11.4098 13.75 34.0 5.5
11.3245 11.6084 13.78 34.9 5.5
11.3244 11.6083 13.75 34.8 5.8
11.3243 11.6000 15.75 54.¢ 5.5

;;ifg%nmt SCHEDULE

PAGE 9 OF 10



JANUARY-MAY

ALABAMA
GEORGIA

JUNE -DECEMBER

ALABAMA
GEORGIA

NOTE: CAPACITY CHARGE IS CALCULATED USING A 13.75X RETURN ON COMMON EQUITY.

——

7,528,265
10,001,852

-0
-K¥W-

7,520,265
10,001,852

UNIT PONER SALE

INFORMATIONAL SCHEDULE
FORMULA DATA INPUT FOR CAPACITY CHARGES
fOR TRANSMISSION FACILITIES RATED 115KV AND ABOVE

SECTION C3.2
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362,501,474 24,507,783 10.93
670,345,042 25,538,972 11.45
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362,501,474 24,507,783 10.99
670,345,042 25,538,972 11.46

INFORMAT IONAL SCHEDULE
TRANSMISSION FACILITIES
RATED 115KV AND ABOVE
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Summary of Unit Commit

Avoldad Cost Simulations

FPSC Docket No. B4A11D1-EQ
FPC Witness: Southwick

Exhibit No. (HiS-3)
Page 1 ¢f 3
Base Case | Change Case | Difference Simulation Notes
10/19/34 analysls |
&nerpy $ $881,379 $873,683 $7.658 CR1 cycled off 8 hours. CR2 cycled off 5 houra.
Startap 3 $0 $17,404 ($17.404)
Tota! $ $881.376 $801,087 ($9,708)
Avoided Cost Impact]| {$9,708)
Avoided Cost Per MWH!  ($16.18)
01701195 analysis
Energy $ $526.323 352B,585 (32,262} CR2 already off. CR1 cycled off all day. UC did
Start-up § $0 $53 {$53) not etart 3 coal unit until the Tollowing day.
Tomt $ §628323 3$528,638 ($2,315)
Avoided Cost impact| ({$2,315)
Avoided Cost Per MWH {$6.77)
[ot702/m8 anatysis
JEmrgys | 357389 $603.084 ($29,198) CR2 already off. CR1 cycled off 6 hours.
Stant<p § $343 $11.235 {$10,892)
Totel $ $574 241 $614.325 {$40.088)
Avolded Cost Impact] ($40,088)
Avoided Cost Per MWH!  (827.36)
0110755 analysis
Enevgy$ | $630.045 $525,746 $11,100 CR2 cyclad off § hours. CR4 cycied off all day.
Start4m § 30 $15.870 {$15,679}
Totat $ $835,545 $641.625 {54,680}
Avoided Cost Impact;  ($4,680)
Avolded Cost Per MWH {$3.03)
01/03/35 snalysis :
Energy$ | $819,591 $614,451 $5,140 CRd and Bartow 1 already off_Bath units restrtad
Start-up § $2.893 $38 077 ($33,084) after curtailment.
Total $ $822.564 $850,528 {$27.244)
Avoided Cost Impact| ($27,944)
Avoided Cost Per MWH| ({$120.45)
M/34/38 analysls
Encrgy $ $579,039 $578,824 $2,207 CR2 elrsady off. CR1 cycied o 6 houre.
Start-up $ £0 311,055 {$11,055)
Total § $578.031 $587.878 ($6.848)
Avoided Cost lmpact] ($8,848)
Avoided Cost Per MWH|  ($68.06)
01/30/38 snalysis
Energy$ | 3805,204 $606,283 $1 CR2 already off. CR1 cycled off 7 haurs. CR4
Start-up $ $27.848 $44,312 {$18,458) cycied off & hours
Tota! § 3834 140 $850,605 ($16,465)
Avoided Cost Impact| {$1€,465)
Avoided Cost Per MWH| ($35.73}
{
Bass Cass - Costs considering curtaiment cccurred.
Change Case - Costs had no curtailment been implernentad.
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MANUAL DEMONSTRATION OF NEGATIVE AVOIDED COST
FOR FPC'S FIRST SEVEN CURTAILMENT EVENTS
o~ e —— -
CURTAILMENT EVENTS
Costs Oct 19, Jan 1, Jan 2, Jan 37, Jan 8§, Jan 1¢, Jan 30, Average
1994 1995 1995 1995 1995 1995 1955
A) Effect of start-gp avati
Avolded enargy 5,228 6,921 22,885 17,349 4,999 1,961 6,152 9,928
cost - §
ggét St;rt-up (25,626) {12,813} {25, 626) {26,626) (12,813) (12,813) {12,813) (19,304
t ~
| e — — e |
Subtotal - {16,398) {5,892) (2,740} {8,277) {7,814 {10, 852) 16, 661) te, 314
avolded cost - §
Avoided enargy {27.33) {13.09) (1.84) {(7.34) (24.04) (85.11) (16.65) (12.98)
cost ~ $/MWhH
B) Effect of replacsment anergy:

j Previous subtotal {16,398) (5,892} (2,740} (8,277) {1,B149) (10,052} {6, 661) {8,376)
Roeplacement {7,743} (3,306} {6,612) (7, 743) {4,699} (4, 695) (3,872) {5,524
Energy Cost - §!

Bl — = — o
Subtotal - (24, 141) 19,196} {9,352) (16, 020) {12,510) {15,567 {10,532} {13, 900)
avoided cost - S
Avolded eneggy (40.23} (20.44) {6.28] (14.20) {38.49} (121.94) (26.31} (21.53)
cost - $/MwWH
C) Effect of othar tnit impact costs:
Previous subtotal {24,141) (9,198} {9,352) (16,020} (12,510) (15,547) (10,532) (13, 900)
Gther unir impact {34, 3%4) {17,187 {34,374 (34,274} {17,187 (17,187 {11,187 {2¢,55))
costs - §

4
Total avoided {58,515) (26, 385) {43,726} (50, 395) {29,697 (32,134} {27,720) {38,453
enesLgy cast - §

Ayolded anerqgy §97.53) (58.63) {29,39) 144.68) (91,38} (256.74) (69.30} (59.57)
cost - $/MWH

2

Other unlt impact costs assumes the most conservative,

Derived from actual 1954 Crystal! River Unit start-up experience

of $30,000 per unit per event less unlt start-up costs identified in part [A}.

low-ena estimate of cycling costs



