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QUESTION: 

Please refer to Appendix B of FPL’s Petition, the Summary Cumulative Present Value Revenue 

Requirements (CPVRR) Analysis for Plant Daniel.  

a. Provide a version of this chart for both the Base Case (excluding the proposed Purchase

and Sale Agreement (PSA)), the PSA Case (with the PSA implemented), and the

Differential. Provide an electronic version of these charts in Excel format with formulas

intact.

b. Explain how each category’s values were calculated and what assumptions were utilized

in those calculations. For Common Facilities Expense and Capital, provide historic values

for the period 2019 through 2024.

c. Provide the annual net output of the Plant Daniel Coal Units for the period 2019 through

2024, for FPL’s share and the units as a whole.

RESPONSE:  

a. See Attachment 1 to this response, which provides the requested charts in Excel format.  The

charts for the Base Case (excluding the proposed Purchase and Sale Agreement (PSA)), the

PSA Case (with the PSA implemented), and the Differential are included in the tab labeled

“Staffs 1st DR No. 1a” and are also attached in PDF format as Attachment 2.

b. Common Facilities Expense includes FPL’s 50% allocation of the non-CCR (avoidable)

portion of (1) Common Facilities O&M, (2) Jackson County Port Authority – Black Creek

Cooling Facility (“JCPA BCCF”) Maintenance Projects, (3) A&G Expense, and (4) Property

Insurance.

1. The Common Facilities O&M forecast provided by Mississippi Power Company

(“MPC”) is based on the approved budget for 2025 and escalated 2.20% annually for

years 2026 and beyond.

2. The JCPF BCCF budget includes MPC’s cost estimates for planned projects through

2027.  The 2028 estimate is the average of the annual costs from 2024-2027, and years

2029 and beyond are escalated 2.20% annually off the 2028 base year.

3. A&G Expense is allocated from MPC in the approved 2025 budget, escalated 2.20%

for years for years 2026 and beyond.

4. Property insurance is the 2024 premium billed to FPL, escalated 2.20% for years 2025

and beyond.
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Common Facilities Capital includes the approved budget for 2025; 2026 is the average of the 

approved 2024 and 2025 budgets, escalated 2.20% in years 2027 and beyond.  Property / Ad 

Valorem Tax assumes the transaction takes place on or before 12/31/2024; if the transaction 

takes place after 12/31/2024, the Ad Valorem liability for accrual year 2025 would stay with 

FPL and the transfer payment would be reduced by the same amount.  In 2025, the Property / 

Ad Valorem Tax value reflects that the full $5.9 million Payment in Lieu of Taxes (“PILOT”) 

is due on the 64% of plant value attributed to the scrubber; the remaining 36% of plant value 

is taxed at the current millage rate per the 2023 tax bill.  Years 2026 and beyond, after the 

PILOT expires, are based on idle plant value through the end of decommissioning in 2033.  

The historic values for Common Facilities Expense and Capital from 2019 through 2024 are 

available in Attachment 3 and are also available in the tab labeled “Staffs 1st DR No. 1b” in 

the Excel file included as Attachment 1 to this response.   

c. Plant Daniel’s annual net generation for the coal units 1 and 2 is summarized in the table below.

FPL does not have knowledge of MPC’s generation data other than from publicly available

data sources.  The MPC portion of net generation were obtained from MPC’s FERC Form 1

reports.  MPC has not yet filed its FERC Form 1 for calendar year 2024, which is why this

portion of the table is not complete.

Plant Daniel Units 1 & 2 Annual Net Generation by Owner 2019-2024 (MWh) 

2019 2020 2021 2022 2023 2024 

FPL 1,175,814 1,138,215 1,391,653 1,054,276 109,765 0 

MPC 1,031,400 1,138,216 1,031,400 1,730,951 1,432,077 N/A 

Total 2,207,214 2,276,431 2,423,053 2,785,227 1,541,842 N/A 



Attachment 1 is an Excel file titled 
“20240155 – Staff’s 1st DR No. 1 – Attachment 1.xlsx” 



Request No. 1.a
Summary CPVRR Analysis for Plant Daniel
As-Filed Base Case - Plant Daniel Retires End of 2031

$ Millions CPVRR 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036

Discount Factor 0.96 0.89 0.82 0.76 0.70 0.65 0.60 0.56 0.51 0.48 0.44 0.41

Revenue Requirements(1)

Base Case (Excluding PSA)

Ongoing Costs
Common Facilities Expense(2)(7) $28.9 $5.3 $5.1 $5.2 $5.4 $5.5 $5.6 $5.7 $0.0 $0.0 $0.0 $0.0 $0.0
Common Facilities Capital (expensed)(2)(7) 8.1  1.6  1.4  1.4  1.5  1.5  1.5  1.6  -  -  -  -  -  
Property / Ad Valorem Tax(2) 22.0  6.9  2.8  2.8  2.8  2.8  2.8  2.8  2.8  2.8  -  -  -  

Subtotal, Ongoing Costs 59.0  13.8  9.3  9.4  9.6  9.8  9.9  10.1  2.8  2.8  -  -  -  

Regulatory Asset

Amortization of Reg Asset(3)(8) -  -  -  -  -  -  -  -  -  -  -  -  -  

Interest Expense(4) -  -  -  -  -  -  -  -  -  -  -  -  -  

Return on Equity(5) -  -  -  -  -  -  -  -  -  -  -  -  -  

Income Tax(6) -  -  -  -  -  -  -  -  -  -  -  -  -  

Subtotal, Regulatory Asset -  -  -  -  -  -  -  -  -  -  -  -  -  

Total RevReqs, Base Case (Excluding PSA) $59.0 $13.8 $9.3 $9.4 $9.6 $9.8 $9.9 $10.1 $2.8 $2.8 $0.0 $0.0 $0.0

PSA Case

Ongoing Costs

Common Facilities Expense(2)(7) -  -  -  -  -  -  -  -  -  -  -  -  -  

Common Facilities Capital (expensed)(2)(7) -  -  -  -  -  -  -  -  -  -  -  -  -  

Property / Ad Valorem Tax(2) -  -  -  -  -  -  -  -  -  -  -  -  -  

Subtotal, Ongoing Costs -  -  -  -  -  -  -  -  -  -  -  -  -  

Regulatory Asset

Amortization of $45 MM Reg Asset(3)(8) $28.8 $0.0 $4.5 $4.5 $4.5 $4.5 $4.5 $4.5 $4.5 $4.5 $4.5 $4.5 $0.0

Interest Expense(4) 3.5  0.8  0.7  0.7  0.6  0.5  0.4  0.3  0.3  0.2  0.1  0.0  (0.0)  

Return on Equity(5) 9.9  2.2  2.1  1.8  1.6  1.4  1.2  1.0  0.8  0.5  0.3  0.1  (0.0)  

Income Tax(6) 3.4  0.7  0.7  0.6  0.6  0.5  0.4  0.3  0.3  0.2  0.1  0.0  (0.0)  

Subtotal, Regulatory Asset 45.6  3.7  8.0  7.6  7.2  6.9  6.5  6.1  5.8  5.4  5.0  4.7  (0.0)  

Total RevReqs, PSA Case $45.6 $3.7 $8.0 $7.6 $7.2 $6.9 $6.5 $6.1 $5.8 $5.4 $5.0 $4.7 ($0.0)

Florida Power & Light Company
Docket No. 20240155-EI
Staff's First Data Request
Request No. 1
Attachment 2 of 3
Page 1 of 3



Request No. 1.a
Summary CPVRR Analysis for Plant Daniel
As-Filed Base Case - Plant Daniel Retires End of 2031

$ Millions CPVRR 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036

Discount Factor 0.96 0.89 0.82 0.76 0.70 0.65 0.60 0.56 0.51 0.48 0.44 0.41

Differential of PSA Case - Base Case (Excluding PSA)

Ongoing Costs

Common Facilities Expense(2)(7) ($28.9) ($5.3) ($5.1) ($5.2) ($5.4) ($5.5) ($5.6) ($5.7) $0.0 $0.0 $0.0 $0.0 $0.0

Common Facilities Capital (expensed)(2)(7) (8.1)  (1.6)  (1.4)  (1.4)  (1.5)  (1.5)  (1.5)  (1.6)  -  -  -  -  -  

Property / Ad Valorem Tax(2) (22.0)  (6.9)  (2.8)  (2.8)  (2.8)  (2.8)  (2.8)  (2.8)  (2.8)  (2.8)  -  -  -  

Subtotal, Avoidable Costs (59.0)  (13.8)  (9.3)  (9.4)  (9.6)  (9.8)  (9.9)  (10.1)  (2.8)  (2.8)  -  -  -  

Regulatory Asset
Amortization of $45 MM Reg Asset(3)(8) $28.8 $0.0 $4.5 $4.5 $4.5 $4.5 $4.5 $4.5 $4.5 $4.5 $4.5 $4.5 $0.0
Interest Expense(4) 3.5  0.8  0.7  0.7  0.6  0.5  0.4  0.3  0.3  0.2  0.1  0.0  (0.0)  
Return on Equity(5) 9.9  2.2  2.1  1.8  1.6  1.4  1.2  1.0  0.8  0.5  0.3  0.1  (0.0)  
Income Tax(6) 3.4  0.7  0.7  0.6  0.6  0.5  0.4  0.3  0.3  0.2  0.1  0.0  (0.0)  

Subtotal, Regulatory Asset 45.6  3.7  8.0  7.6  7.2  6.9  6.5  6.1  5.8  5.4  5.0  4.7  (0.0)  

Net Customer Costs / (Savings)(9)
($13.4) ($10.2) ($1.3) ($1.8) ($2.4) ($2.9) ($3.4) ($3.9) $3.0 $2.6 $5.0 $4.7 ($0.0)
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Request No. 1.a
Summary CPVRR Analysis for Plant Daniel
As-Filed Base Case - Plant Daniel Retires End of 2031

$ Millions CPVRR 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036

Discount Factor 0.96 0.89 0.82 0.76 0.70 0.65 0.60 0.56 0.51 0.48 0.44 0.41

Base: Incremental Revenue Requirements(1)

Common Facilities Expense(2) ($22.5) ($3.9) ($4.0) ($4.1) ($4.2) ($4.3) ($4.4) ($4.5) $0.0 $0.0 $0.0 $0.0 $0.0
Common Facilities Capital (expensed)(2) (7.0)  (1.6)  (1.2)  (1.2)  (1.2)  (1.3)  (1.3)  (1.3)  -  -  -  -  -  
Property / Ad Valorem Tax(2) (22.0)  (6.9)  (2.8)  (2.8)  (2.8)  (2.8)  (2.8)  (2.8)  (2.8)  (2.8)  -  -  -  
Amortization of $39.3 MM Base Reg Asset(3) 25.2  -  3.9  3.9  3.9  3.9  3.9  3.9  3.9  3.9  3.9  3.9  -  
Interest Expense(4) 3.1  0.7  0.6  0.6  0.5  0.4  0.4  0.3  0.2  0.2  0.1  0.0  (0.0)  
Return on Equity(5) 8.6  1.9  1.8  1.6  1.4  1.2  1.0  0.8  0.7  0.5  0.3  0.1  (0.0)  
Income Tax(6) 2.9  0.6  0.6  0.5  0.5  0.4  0.4  0.3  0.2  0.2  0.1  0.0  (0.0)  

Net Base Revenue Requirement (11.7)  (9.2)  (1.0)  (1.5)  (1.9)  (2.3)  (2.8)  (3.2)  2.3  1.9  4.4  4.1  (0.0)  

Clause: Incremental Revenue Requirements(1)

Common Facilities Expense(7) ($6.4) ($1.3) ($1.1) ($1.1) ($1.2) ($1.2) ($1.2) ($1.3) $0.0 $0.0 $0.0 $0.0 $0.0
Common Facilities Capital (expensed)(7) (1.0)  (0.1)  (0.2)  (0.2)  (0.2)  (0.2)  (0.2)  (0.2)  -  -  -  -  -  
Property / Ad Valorem Tax(7) -  -  -  -  -  -  -  -  -  -  -  -  -  
Amortization of $5.7 MM Clause Reg Asset(8) 3.7  -  0.6  0.6  0.6  0.6  0.6  0.6  0.6  0.6  0.6  0.6  -  
Interest Expense(4) 0.4  0.1  0.1  0.1  0.1  0.1  0.1  0.0  0.0  0.0  0.0  0.0  (0.0)  
Return on Equity(5) 1.3  0.3  0.3  0.2  0.2  0.2  0.2  0.1  0.1  0.1  0.0  0.0  (0.0)  
Income Tax(6) 0.4  0.1  0.1  0.1  0.1  0.1  0.1  0.0  0.0  0.0  0.0  0.0  (0.0)  

Net Clause Revenue Requirement (1.7)  (0.9)  (0.3)  (0.3)  (0.5)  (0.5)  (0.6)  (0.7)  0.7  0.7  0.6  0.6  (0.0)  

Net Customer Costs / (Savings)(9)
($13.4) ($10.2) ($1.3) ($1.8) ($2.4) ($2.9) ($3.4) ($3.9) $3.0 $2.6 $5.0 $4.7 ($0.0)

1) Revenue Requirement represents the difference between the Revenue Requirement with and without the Transaction
2) Represents cost savings associated with FPL's 50% ownership interest in Plant Daniel that are recovered through base rates
3) Represents the amortization of the base regulatory asset over 10 years
4) Interest expense assumes 5.66% cost of debt and 40.4% debt to investor capital ratio
5) Return on Equity assumes 10.80% cost of equity and 59.6% equity to investor capital ratio
6) Income tax assumes blended state and federal tax rate of 25.345%
7) Represents cost savings associated with FPL's 50% ownership interest in Plant Daniel that are recovered through clause rates
8) Represents the amortization of the clause regulatory asset over 10 years
9) Net Customer Costs / (Savings) reflect the sum of base and clause net revenue requirement
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Request No. 1.b

Summary CPVRR Analysis for Plant Daniel
Calculations, Assumptions, and Historical Values

$ Millions CPVRR 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036

Discount Factor 0.96 0.89 0.82 0.76 0.70 0.65 0.60 0.56 0.51 0.48 0.44 0.41

Revenue Requirement Calculations

Avoidable Costs

Common Facilities Expenses
Common Facilities O&M(1) $10.7 $1.9 $1.9 $2.0 $2.0 $2.0 $2.1 $2.1 $0.0 $0.0 $0.0 $0.0 $0.0
JCPA BCCF Maintenance Projects(2) 2.1  0.6  0.3  0.3  0.4  0.4  0.4  0.4  -  -  -  -  -  
A&G Expense(3) 10.2  1.8  1.8  1.9  1.9  1.9  2.0  2.0  -  -  -  -  -  
Property Insurance(4) 6.0  1.1  1.1  1.1  1.1  1.1  1.2  1.2  -  -  -  -  -  

Common Facilities Expenses, Total 28.9  5.3  5.1  5.2  5.4  5.5  5.6  5.7  -  -  -  -  -  

Common Facilities Capital (expensed)(5) 8.1  1.6  1.4  1.4  1.5  1.5  1.5  1.6  -  -  -  -  -  

Property / Ad Valorem Tax(6)(7) 22.0  6.9  2.8  2.8  2.8  2.8  2.8  2.8  2.8  2.8  -  -  -  

Total, Avoidable Costs $59.0 $13.8 $9.3 $9.4 $9.6 $9.8 $9.9 $10.1 $2.8 $2.8 $0.0 $0.0 $0.0

Expense Escalation 2.20%

1) Budget estimate provided by Mississippi Power Company ("MPC"); 2025 approved budget is escalated 2.20% in 2026 and beyond
2) 50% of the non-CCR (avoidable) portion of Jackson County Port Authority (JCPA) - Black Creek Cooling Facility (BCCF) maintenance projects budgeted by MPC through 2028; escalated for years 2029 and beyond
3) A&G is the non-CCR (avoidable) portion of the A&G allocated from MPC in the approved 2025 budget, escalated for years 2026 and beyond
4) Property insurance is the 2024 premium billed to FPL, escalated for years 2025 and beyond
5) 2025 is approved budget; 2026 is the average of the approved 2024 and 2025 budgets, escalated in 2027 and beyond
6) Ad valorem tax assumes the transaction takes place on or before 12/31/2024; After 12/31/2024 ad valorem liability for accrual year 2025 stays with FPL and transfer payment would be reduced by the same amount
7) Full PILOT payment is due in 2026.  2027 and beyond are based on idle plant value through end of decommissioning in 2033

Historical Common Facility Costs (2019-2024)(1)(2) 2019 2020 2021 2022 2023 2024(3)

Common Facilities Expense 12.0  12.1  12.1  15.6  15.7  4.5  
Common Facilities Capital 8.6  11.8  13.2  10.8  4.8  2.0  

Total, Common Facilities Costs $20.6 $23.8 $25.3 $26.5 $20.5 $6.5

1) FPL's allocated share of Common Facilities Costs declined significantly after the company retired it's 50% interest in Plant Daniel in January 2024
2) Historical values exclude property insurance and ad valorem taxes
3) 2024 value is year to date through October
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QUESTION: 

Provide a timeline of the agreements, memorandum, and notices associated with how operating 

costs would be divided between Gulf or FPL and Mississippi Power Company (MPC) at the 

Plant Daniel Coal Units or the retirement of Plant Daniel Coal Units.  

a. Provide timeline of major decisions with Plant Daniel regarding the sharing of operation

and maintenance expenses, retirement of Gulf and/or FPL’s share of the Plant Daniel

Coal Units, and the PSA.

b. Provide a summary of how operating costs and/or retirement issues were addressed in

each of the following documents identified in Plant Schedule 1.1(c). Please also provide a

copy of each of the documents.

i. Letter Agreement dated July 28, 1976.

ii. Memorandum dated August 24, 2004.

iii. Second Amended and Restated Plant Daniel Operating Agreement dated July 8, 2022.

iv. Bill of Sale dated February 15, 2024, regarding the Coal Stockpile.

v. Bill of Sale dated February 15, 2024, regarding the Oil Inventory.

c. What costs or benefits did FPL incur as a result of the 2024 Bills of Sale for the Coal

Stockpile and/or Oil Inventory?

d. Provide a copy of the 2019 Notice provided by Gulf on retiring its share of the Plant

Daniel Coal Units.

e. Provide a list of the agreements, amendments, and memos by date that determined the

methodology for sharing of operating costs and/or retirement of the Plant Daniel Coal

Units.

f. Please explain what agreement(s), amendment(s), and/or memo(s) were in effect prior to

the July 8, 2022 Operating Agreement. If not provided in part (b), please provide any

related documents.

RESPONSE:   

a. The below table provides a summary of major decisions by Gulf and/or FPL regarding Plant

Daniel

Year Decision or Action 

1976 

Gulf Power commits to becoming a 50% owner in Plant Daniel, sharing in 

50% of the construction, book costs, and operating expenses of the plant 

upon the completion of Unit 2’s construction. 
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1981 

Plant Daniel Unit 2 is placed in-service on June 1, 1981, at which point 

Gulf Power becomes 50% owner in the plant.  MPC and Gulf Power 

execute an Operating Agreement in August of that year, which provides 

greater detail on how cost allocation between the owners will be managed.  

Fixed costs are to be allocated to each owner on a 50%-share basis, while 

fuel and energy-related costs are to be allocated based on each owner’s 

share of generation. 

2004 

With MPC’s natural-gas fired combined cycle Units 3 and 4 being placed 

into service in 2001 at the same Plant Daniel site, it became necessary to 

clarify the cost-share allocation of certain common plant costs for the 

owners of Units 1 & 2.  The framework for adjusting the common cost 

allocation is outlined in an August 24, 2004 memo between MPC and Gulf 

Power. 

2018 
FPL initiates the acquisition of Gulf Power from Southern Company.  

Acquisition is completed by January 1, 2019. 

2019 

After an analysis of the resource planning requirements for the combined 

FPL and Gulf system, from both a capacity reserve margin and cost-

effectiveness perspective, FPL determines that it would be optimal to retire 

its share of Plant Daniel in the 2024 timeframe.  FPL sends a notice to 

MPC stating that its intended retirement date for its share of the units is 

January of 2024. 

2022 

With FPL’s announced retirement date of January 1, 2024 approaching, 

MPC and FPL negotiate an amendment to the 1981 Operating Agreement 

defining how Daniel Unit 1 & 2 operating, common plant, and 

decommissioning costs will be allocated between the owners post-

retirement of FPL’s share. 

2023 

In its efforts to continually optimize its generation fleet and reduce 

operating costs, FPL increases its focus on alleviating the common plant 

cost-share that FPL will continue to bear for its retired ownership share in 

Plant Daniel 1 & 2.  FPL evaluates several options to eliminate or reduce 

these costs. 

2024 

FPL engages in discussions with Southern Company regarding options to 

reduce or eliminate costs associated with its share of Daniel 1 & 2.  

Discussions and negotiations culminate with an agreement to transfer 

FPL’s share in Daniel 1 & 2 to MPC as outlined in the purchase and sale 

agreement. 
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b. The requested documents are included in Attachments 1-5.  A summary of each document is 

provided below: 

 

Letter Agreement dated July 28, 1976 (Attachment No. 1) 

This letter agreement outlines Gulf Power’s commitment to become a 50% owner in Plant 

Daniel Units 1 & 2 once Unit 2 is placed into service, including how initial construction costs 

and the proportional Net Book Value of Unit 1 will be paid by Gulf Power to MPC.   Key 

elements of the letter agreement regarding cost allocation and/or retirement include the 

following: 

 

o Construction and Initial Operation - MPC has nearly completed Unit 1 and will 

continue to operate it until Unit 2 is ready. 

o Joint Ownership - Once Unit 2 is operational, both MPC and Gulf will each have a 

50% undivided ownership in both Units 1 and 2. 

o Equal Investment - Both companies will end up with equal financial investments in 

the plant. 

o Shared Costs - With the operation of Unit 2, all costs related to construction, 

operation, and maintenance will be shared equally between MPC and Gulf Power. 

This includes costs for water service provided by Jackson County. 

The document ensures that both MPC and Gulf Power will share ownership, investments, 

and operating costs equally for Plant Daniel, starting from the time both units are operational. 

 

Memorandum dated August 24, 2004 (Attachment No. 2) 

This memorandum relates to an additional two generation units that were added to Plant 

Daniel (Units 3 & 4, natural gas-fired combined cycle units) and outlines the results of a 

review of cost allocation methods of common expenses associated with all four generation 

units at Plant Daniel so as to keep the cost responsibility for MPC and Gulf Power equivalent 

to the original 50/50 cost split when the plant only contained the two coal units.  The memo 

confirms the validity of an original cost allocation method that was as agreed upon 

previously in a March 30, 2001 agreement that was executed after Units 3 & 4 were placed 

in-service. Key aspects of the memo include: 

 

o Water Usage Costs - A study conducted by Plant Daniel personnel confirmed that the 

allocation split of 40% to coal units and 60% to combined cycle units was supported 

by actual water usage. 

o Maintenance of Common Equipment, Facilities, and Services - A study of labor 

dollars from 2001 through 2003 confirmed that the allocation split of 75% to coal 

units and 25% to combined cycle units was appropriate. 

Based on these findings, the memorandum recommended no adjustment to the allocation 

methods as outlined in the March 30, 2001 cost allocation agreement (see Attachment No. 8) 

and suggests a re-evaluation in 24 months (2006). 
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Second Amended and Restated Plant Daniel Operating Agreement dated July 8, 2022 

(Attachment No. 3) 

This amendment adjusted the cost allocation outlined in the original 1981 Operating 

Agreement in light of FPL’s announced retirement of its share in the plant.  Key elements of 

the amendment regarding cost allocation and retirement included the following: 

 

o Each owner must continue to directly bear ad valorem, franchise, or other property-

related taxes related to its ownership individually. 

o After its retirement, FPL will no longer be responsible for unit-related maintenance 

and operating costs, but will continue to be responsible for 50% operating and 

maintenance costs and ordinary course capital costs related to Common Site Facilities 

associated with Units 1 & 2; these costs also include relevant administrative costs by 

MPC as agent and operator for the plant. 

o FPL remains responsible for 50% of the Decommissioning Costs of plant associated 

with Units 1 & 2 even after retirement of its share.  However, FPL would be exempt 

from covering any Decommissioning Cost increases that may result solely from 

MPC’s continued operation of the plant after FPL’s retirement. 

o If MPC continues to operate Units 1 and/or 2 beyond December 31, 2041, FPL will 

have no continuing obligation for any costs associated with the plant except for the 

50% share of Decommissioning Costs. 

 

Bill of Sale dated February 15, 2024, regarding the Coal Stockpile (Attachment No. 4) 

This Bill of Sale relates to a close-out of all remaining FPL fuel inventory at Plant Daniel 

after FPL retired its share of Units 1 & 2.  It does not contain any relevant information 

related to allocation of on-going operating costs or retirement issues.   

 

Bill of Sale dated February 15, 2024, regarding the Oil Inventory (Attachment No. 5) 

This Bill of Sale relates to a close-out of all remaining FPL fuel inventory at Plant Daniel 

after FPL retired its share of Units 1 & 2.  It does not contain any relevant information 

related to allocation of on-going operating costs or retirement issues. 

 

c. The sale of coal and oil to MPC was done at the delivered weighted-average cost of 

inventory.  Therefore, there was no net gain or loss resulting from the sales. 

 

d. Please see Attachment No. 6. 

 

e. The list of the agreements, amendments, and memos that determined the methodology for 

sharing of operating costs and/or retirement of the Plant Daniel Coal Units are as follows: 

 

August 8, 1976  Letter Agreement between MPC and Gulf Power regarding 50/50 

ownership share in Plant Daniel Units 1&2 (Attachment No. 1) 

 

August 19, 1981  Victor J. Daniel, Jr. Electric Generating Plant Operating 

Agreement between MPC and Gulf Power (Attachment No. 7) 
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March 30, 2001 Agreement regarding Common Facilities Buy-Back and adjusted 

Allocation of Operation & Maintenance and Capital Expense as a 

result of the construction of Daniel Units 3 and 4 (Attachment No. 

8) 

 

August 24, 2004  Memorandum with the Subject “Victor J. Daniel, Jr., Electric 

Generating Operating Agreement Allocation of Common 

Operations and Maintenance Expense” between MPC and Gulf 

Power (Attachment No. 2) 

 

July 8, 2022  Second Amended and Restated Plant Daniel Operating Agreement 

between MPC and Gulf Power (Attachment No. 3) 

 

November 8, 2024 Victor J. Daniel, Jr. Electric Generating Plant Units 1 and 2 

Purchase and Sale Agreement between FPL and MPC. (Appendix 

C to FPL’s Petition) 

 

f. Please see the attachments as referenced in part ‘e’ of this response. 
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August 8, 1976 

Mr. v. J. Daniel, Jr. Mr. A. w. Vogtle, Jr. 
Mr. F. M. Turner, Jr. Mr, c. A. Lilly, Jr. 
Mr. H. H. Bell, Jr.� Mr, w. B. Reed 
Mr. J. P. Stephens Mr, G. B. Campbell 
Mr. K. M. Ezell Mr. w. A. Maner 
Mr. w. L. Wilson Mr. Dean Hudson 
Mr. Roger F. Boudet Mr, w. o. Reece 
Mr, Steve Waite Mr. Al Wright 
Mr. Hugh Dougan Mr, E, Ray Perry 

Gen.tlemen: 

Enclosed is a copy of the signed letter-agreement between 
Mississippi and Gulf relative to the' joint ownership of the Jackson 
County Steam Plant. All previous drafts should be destroyed and the 
enclosed agreement should be the hasis for all future action in budgets, 
regulatory filings, etc. 

A separate agre·ement concerning transmission facilities, 
in connection with the plant, as well as an operating agreement, 
are presently being worked on by the parties and are expected to be 
completed and signed no later than September 15, 1976. The tax ruling 
with the IRS and the U-1 filing with the SEC are presently being 
prepared for·submission to the respective regulatory agencies for 
approval. 

A petition for approval of the sale of one-half of the 
plant by Mississippi to Gulf has been filed with the Mississippi 
Public Service Conunission. Several parties have intervened in the 
matter and a hearing is scheduled before t�e Conunission on August 
27, 1976. 

. If you have any questions, please let me know. 

Sincerely, 

cc: Mr. Elmer Unruh 

L 

r 
. 
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I Gene L Ussery, Jr. 
Vice President 
Power Generation and 
Delivery 

2992 West Beach Bculevard 
Post Office Box 4079 
Gulfport. Miss1ss1pp1 39502-4079 

Tel 228.865 5964 
Fax 228.865.5873 

Date: August 24, 2004

To:

From:

Michael W. Southern. Mississippi Power Company
Ronnie R. Laborato, Gulf Power Company

Gene L. Ussery ��

MISSISSIPPI.A. 
POWER 

A SOUTHERN COMPANY

Subject: Victor J. Daniel, Jr., Electric Generating Operating Agreement
Allocation of Common Operations and Maintenance Expenses

On March 30, 200 l, the Gulf Power and Mississippi Power Senior Production Officers signed an
agreement for the allocation of common expenses associated with all four generation units at Plant
Daniel. In order to determine the validity of the allocation methods I asked Plant Daniel personnel and
Accounting Sen ices Supcr.·isors for Gulf and Mississippi Power to review the current allocation
methodology and make recommendations for an) changes. Based on the review outlined below, the
recommendation is to continue with the current allocation method and make no adjustments. I concur
with their recommendation and will request this same team to review these allocation percentages in
2006 (24 months) lo detennine if any re, isions are needed. 

The March 301h agreement pro,ided that costs associated with demineraliz.cd water would be split
40% to coal units and 60% lo Combined Cycle Unit. Plant personnel conducted a study to determine if
the agreed allocation was supported by actual water usage. Although for the period 200 I through 2003 
the actual water usage higher for the coal units due to lower than projected run times for Daniel 3 & 4,
it is our opmion that no adjustment is necessary. We anticipate the run times in the future to increase 
to the levels used to de,clop these allocation percentages.

The second allocation method was developed for maintenance of other common equipment, facilities
and senices. This allocation was based on labor dollars and resulted in an allocation of 75% coal and
25% combined Cycle Units. A study of the labor dollars for 200 l through 2003 indicated the actual 
labor dollars did support the 75%/25% allocation. As a result, no aqjustments arc needed.

If you agree with the me I hod of allocating O&M expenses from common facilities/equipment/services
associated with Plant Daniel units 1-4, please sign below and return to me. 

Approved by: rr\QQ W � 
Michael W. Southern, Chief Financial Officer
MississiQ i Power Company 

Appro,�d by: ti 
Ronnie R. Labrat , Chier'Financial Officer
Gulf Power Company

EKM;ml

cc: Frances V. Turnage
Cindy f _ Shaw
Joe W. Gentile
Richard J. McMillan
Ray W. Grove
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THIS SECOND AMENDED AND RESTATED PLANT DANIEL OPERATING 
AGREEMENT Operating Agreement ), dated as of 07/08/2022 (the 
Effective Date and between Mississippi Power Company, a Mississippi corporation 
MPC FPL

WITNESSETH: 

WHEREAS, MPC and FPL each own a fifty percent (50%) undivided interest, as tenants 
in common in a coal-fired electric generating facility comprised of two 500 MW generating units, 
a step-up transmission substation, other associated facilities, and all of the real and personal 
property comprising the Plant Daniel coal-fired generating plant, including the generating units 

Units PLANT

WHEREAS, on June 1, 1981, Gulf entered into that 
certain Plant Daniel Operating Agreement, pursuant to which MPC had operated and maintained 
the PLANT, for itself and as agent for Gulf; and 

WHEREAS 700
a wholly owned subsidiary of NextEra Energy, Inc., consummated a transaction in which 700 
acquired 100% of the equity inte Transaction

WHEREAS, as a condition for 700 to close the Transaction, Gulf and MPC entered into a 
revised Operating Agreement and certain other agreements that addressed issues specific to the 
PLANT; and  

WHEREAS, among the commitments made in the Transaction was that MPC and Gulf 
would revise the terms and conditions pursuant to which the PLANT will be operated after the 
closing of the Transaction; and 

WHEREAS, subsequent to the closing of the Transaction, Gulf merged into FPL, which 
is also a wholly owned subsidiary of NextEra Energy, Inc.

NOW THEREFORE, in consideration of the mutual promises, covenants and agreements 
set forth herein, and for other good and valuable consideration, the receipt, sufficiency and 
adequacy of which are hereby acknowledged, the Parties, intending to be legally bound hereby, 
agree as follows: 

The following capitalized terms shall have the respective meanings set forth below: 

(a) 

(b) 
responsibilities set forth in that Section and elsewhere in this Operating Agreement. 

(c) hat 
banking institutions in the State of Mississippi are authorized or obligated to close. 
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(d) means any costs classified in the Electric Plant Chart of Accounts defined 
in the Uniform System of Accounts, 

(e) meaning set forth in Section 5.03. 

(f)

(g) FPL, 
in connection with the coal in the Common Coal Stockpile or the Separate Coal Stockpiles that are 
allocable to the acquisition, processing, transporting, delivering, handling storing accounting, 
analysis, measurement and disposal of such coal, including the portion of administrative and 
general costs allocable to the foregoing activities and functions. 

(h) 
by the Parties. 

(i) 
common by, or in connection with, both Units, including the switchyard facilities and the 
equipment and other facilities listed in Schedule III, (ii) such additional land or rights therein as 
may be acquired, and such additional facilities and other tangible property as may be acquired, 
constructed, installed or replaced, which are intended to be used in common by, or in connection 
with, both Units, provided that (a) the cost of such additional land or rights therein or of such 
additional facilities or other tangible property shall be properly recordable in accordance with the 
Uniform System of Accounts, (b) such additional land or rights therein or such additional facilities 
or other tangible property shall have been acquired, constructed, installed or replaced for the 
common use of the Parties, and (c) the acquisition of such additional land or rights therein or the 
acquisition, construction, installation or replacement of such additional facilities or other tangible 
property shall be necessary in order to keep both Units in good operating condition or to satisfy 
the requirements of any governmental authority having jurisdiction over the PLANT, and (iii) 
existing intangible property rights, and such additional intangible property rights as may hereafter 
be acquired, associated with the planning, licensing, design, construction, acquisition, completion, 
operation, renewal, addition, replacement, modification and disposal of any of the items described 
in clauses (i) through (iii) above.   

(j) Facilities listed in Schedule IV. 

(k) 

(l) all acts associated with permanently retiring the PLANT;
including dismantling, demolishing and removal of equipment, facilities and structures, security, 
maintenance, required regulatory filings and proceedings (if any), disposing of debris, removal 
and disposal of materials and by-products, costs of remediation, including remediation required by 
contract, law or regulation, and defending and/or resolution of claims associated with any of the 
foregoing activities.

(m) 

(i)
common by, or in connection with, both Units, including the switchyard facilities and the 
equipment and other facilities listed in Schedule III, (ii) such additional land or rights therein as 
may be acquired, and such additional facilities and other tangible property as may be acquired, 
constructed, installed or replaced, which are intended to be used in common by, or in connection 
with, both Units, provided that (a) the cost of such additional land or rights therein or of such 
additional facilities or other tangible property shall be properly recordable in accordance with the 
Uniform System of Accounts, (b) such additional land or rights therein or such additional facilities 
or other tangible property shall have been acquired, constructed, installed or replaced for the 
common use of the Parties, and (c) the acquisition of such additional land or rights therein or the 
acquisition, construction, installation or replacement of such additional facilities or other tangible 
property shall be necessary in order to keep both Units in good operating condition or to satisfy 
the requirements of any governmental authority having jurisdiction over the PLANT, and (iii) 
existing intangible property rights, and such additional intangible property rights as may hereafter 
be acquired, associated with the planning, licensing, design, construction, acquisition, completion, 
operation, renewal, addition, replacement, modification and disposal of any of the items described 
in clauses (i) through (iii) above.  

all acts associated with permanently retiring the PLANT;
including dismantling, demolishing and removal of equipment, facilities and structures, security, 
maintenance, required regulatory filings and proceedings (if any), disposing of debris, removal 
and disposal of materials and by-products, costs of remediation, including remediation required by 
contract, law or regulation, and defending and/or resolution of claims associated with any of the 
foregoing activities.
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(n) 
energy produced by the PLANT set forth in Schedule V. 

(o) 

(p) 
and  any and all costs (including reasonable attorneys' fees, engineering fees, penalties, fines, and 
other costs) relating to any cleanup, remedial or corrective action reasonably necessary in order to 
comply with, or reasonably necessary in order to avoid liability under, any applicable law, 
settlement, judgment, or claim relating to or arising in connection with (a) contaminated 
groundwater in, at, under or emanating from the PLANT, or (b) contaminated soil in, at, on, or 
under the PLANT, less any insurance proceeds received therefor.  For the avoidance of doubt, 
Environmental Costs shall be Operating Costs or costs of Decommissioning depending upon the 
timing of and circumstances surrounding the incurrence of such costs. 

(q) FPL

(r)  the meaning set forth in the preamble hereto. 

(s) 
and between Alabama Power Company, Georgia Power Company, Florida Power & Light 
Company (as successor in interest to Gulf Power Company), Mississippi Power Company, 
Southern Power Company and Southern Company Services, Inc., as amended through the date 
hereof. 

(t) 

(u)  other IIC parties pursuant to 
the terms of the IIC, identifying the expected IIC Exit Date. 

(v) 

(w) has the meaning set forth in Section 5.06. 

(x) on 2.07. 

(y) 

(z)

(aa) 
Start-up Fuel Costs) incurred by Agent in connection with the management, control, operation, 
maintenance, repair, scheduling and dispatch of the PLANT including the portion of administrative 
and general costs allocable to the foregoing activities and functions. 

(bb)
facilities and equipment to the extent such repair, replacement or refurbishment is consistent with 
Prudent Utility Practice.  Ordinary Course Capital Costs do not include capital expenditures for 

and  any and all costs (including reasonable attorneys' fees, engineering fees, penalties, fines, and 
other costs) relating to any cleanup, remedial or corrective action reasonably necessary in order to 
comply with, or reasonably necessary in order to avoid liability under, any applicable law, 
settlement, judgment, or claim relating to or arising in connection with (a) contaminated 
groundwater in, at, under or emanating from the PLANT, or (b) contaminated soil in, at, on, or 
under the PLANT, less any insurance proceeds received therefor.  Funder the PLANT, less any insurance proceeds received therefor.  For the avoidance of doubt, 
Environmental Costs shall be Operating Costs or costs of Decommissioning depending upon the 
timing of and circumstances surrounding the incurrence of such costs.

(aa)
Start-up Fuel Costs) incurred by Agent in connection with the management, control, operation, 
maintenance, repair, scheduling and dispatch of the PLANT including the portion of administrative 
and general costs allocable to the foregoing activities and functions.

(bb)
facilities and equipment to the extent such repair, replacement or refurbishment is consistent with 
Prudent Utility Practice.  Ordinary Course Capital Costs do not include capital expenditures for 
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new structures, facilities, or equipment to materially change the operations of the PLANT or 
facilities or equipment that would extend the useful life of the PLANT beyond 2042. 

(cc) 

(dd) 

(ee)  has the meaning set forth in Section 14.16. 

(ff) 
acts, which in the exercise of reasonable judgment in light of the facts known at the time the 
decision was made, could have been expected to accomplish the desired result at reasonable cost 
consistent with good business practices, reliability, safety, expedition, and compliance with all 
applicable environmental permits, licenses, regulations and laws.  

(gg) 

(hh) g set forth in Section 2.08(a)(i). 

(ii) 

(jj) 
the ownership of the coal stockpile has been divided between the Parties pursuant to section 2.05 
of this Operating Agreement. 

(kk) 

(ll) 
Coal Stockpile under a contract for a period of less than one year. 

(mm) -
unit to fleet operations.

(nn) 

(oo) t forth in the recitals hereto. 

(pp) 

ARTICLE I. 

TERM 

1.01 Term. This Operating Agreement shall remain in full force and effect until the earliest of: 
(1) the complete retirement and subsequent Decommissio

Operating Agreement pursuant to Article 13 (Default); provided, however, that notwithstanding 
any other provisions hereof, this Operating Agreement shall be cancelled to the extent and from 
the time that performance hereunder may be rendered unlawful because of any valid rule, 

new structures, facilities, or equipment to materially change the operations of the PLANT or 
facilities or equipment that would extend the useful life of the PLANT beyond 2042.
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regulation or order of any governmental agency having jurisdiction in the premises; or (4) January 
1, 2042. 

1.02 In addition to the provisions of Section 1.01, if the PLANT continues commercial operation 
beyond calendar year 2033 and this Agreement has not been earlier terminated or cancelled 
pursuant to and in accordance with Section 1.01, then FPL may terminate this Agreement anytime 
thereafter on one hundred eighty day  advance written notice.  

1.03 Special Survival Provisions. Notwithstanding the provisions of Section 1.01 and Section 
1.02, the Parties agree that this Section 1.03, Section 2.07, Section 2.08, Section 3.01, Section 
3.02, Section 6.01, Section 6.02, Section 8.01, Section 12.01, Section 12.02 and Schedules III, IV, 
V and VI
of this Operating Agreement pursuant to Sections 1.01(1) or (3) and Section 1.02. For the 
avoidance of doubt, to the extent there are portions of the aforementioned provisions that can no 
longer be implemented after termination of this Agreement because the Supervisory Committee 
no longer exists, the parties shall nevertheless implement the principles and concepts set forth in 
those provisions to the greatest extent possible. 

ARTICLE II. 
OPERATION 

2.01 Supervisory Committee. 

(a) The Vice President - Senior Production Officer for MPC and the Vice President PGD
Senior Officers  (or the officers succeeding to the 

responsibilities of those offices) Supervisory 
Committee designated by MPC and 
one (1) member shall be designated by FPL. Each Supervisory Committee member shall designate, 
in writing, one or more alternates, with full power to act as and in his place.  Successors to 
Supervisory Committee members, and alternates, shall be designated and appointed in the same 
manner. Any Supervisory Committee member, or alternate, may at any time be removed from its 
appointment, by the designating Party. The Supervisory Committee shall review and approve all 
matters relating to the operation and maintenance of the PLANT and related additions and 
retirements and all other matters or questions pertinent to any of the foregoing. All such matters 
and questions brought before the Supervisory Committee shall be resolved by unanimous vote of 
the Supervisory Committee members, or alternates, with or without a meeting, and shall be 
controlling on the Parties. A Supervisory Committee meeting shall require the attendance of a 
member (or alternate) representing each Party. 

(b) The Supervisory Committee shall:

(i) serve as liaison between the Parties with respect to the operation of the PLANT;

(ii) administer this Operating Agreement;

(iii) cause to be conducted or undertaken such studies, investigations or audits that the
Supervisory Committee determines are appropriate or useful in carrying out its responsibilities.
The Supervisory Committee may, by unanimous vote, employ independent consultants or utilize
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personnel or other resources of either Party for such studies, investigations or audits, with the costs 
of such studies, investigations or audits being paid by the Parties as approved operating costs; 

(iv) review, approve, disapprove and/or otherwise take action in accordance with all other
applicable provisions of this Operating Agreement including the following matters:

A. for each calendar year, establishing goals for the following metrics: annual equivalent
forced outage rate and annual equivalent availability factor (as those metrics are
defined by the North American Reliability Counsel, or a successor organization) and
annual net heat rate, in each case, for each Unit; and

B. the type and form of written statistical and administrative reports and information and
other similar records to be furnished to the Parties by the Agent.

(v) Direct and authorize the Agent to:

A. pursue claims against, and settle disputes with (1) contractors, subcontractors and/or
other suppliers (other than affiliates of MPC) arising out of the operation and
maintenance of and any improvements to, or Decommissioning of, the PLANT,
provided, that the approval of the Supervisory Committee shall be obtained before any
such settlement, or multiple settlements with respect to a single occurrence or
transaction in excess of $250,000, is entered into, or such other amount as may from
time to time be established by the Supervisory Committee; or (2) affiliates of MPC
providing support services to MPC, as Agent, arising out of the operation and
maintenance of the PLANT upon the prior approval of the Supervisory Committee;

B. investigate, adjust and settle claims for losses and damages arising out of or in
connection with the operation or maintenance of the PLANT, provided that the
approval of the Supervisory Committee shall be obtained before any uninsured claim
or the uninsured portion (including deductibles) of a combination of insured and
uninsured claims with respect to the PLANT arising out of the same transaction,
occurrence or incident is settled for more than $250,000 (or such other amount as may
from time to time be established) with respect to: (1) personal injury or damage to
property; or (2) damage to the PLANT; and

C. conduct all other activities necessary for the Supervisory Committee to meet its
responsibilities under this Operating Agreement, as the Supervisory Committee may
agree, and for the Agent to fulfill its duties set forth in Section 2.02, which such
responsibilities shall include notifying FPL when it becomes aware of any claim or
dispute described above.  Following the Retirement Date, MPC shall only be obligated
to notify FPL of any such claim or dispute if the result or settlement of such claim or
dispute could reasonably result in FPL being required to pay more than amounts in the
agreed to budget for such year or if the claims or dispute involves safety concerns,
environmental matters, or third parties (including any MPC affiliates), other than those
providing services to the PLANT.

(c) The MPC Supervisory Committee member shall have the following duties:
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(i) schedule meetings of the Supervisory Committee at such time and place as the MPC
member of the Committee may determine, but not less frequently than once every three (3) months
unless all members of the Supervisory Committee shall otherwise agree. With the consent of all
members, any meeting of the Supervisory Committee may be conducted by telephone conference
and any member of the Supervisory Committee may participate in any meeting by telephone;

(ii) provide notice to all members of the Supervisory Committee of each scheduled
Supervisory Committee meeting at least thirty (30) days in advance of such meeting except in
emergencies or unless all members consent to any shorter notice;

(iii) provide all members of the Supervisory Committee with a copy of each resolution or
motion that any other member proposes to submit to the Supervisory Committee for action at any
meeting of the Supervisory Committee at least five (5) Business Days prior to such meeting,
provided such time requirement may be waived by the unanimous vote of all Supervisory
Committee members at such meeting;

(iv) preside at each meeting of the Supervisory Committee and conduct all meetings in
accordance with the procedures and rules established in accordance with Section 2.01(d), hereof;

(v) establish the agenda for each Supervisory Committee meeting, including, such items or
matters as shall deem appropriate or as may be requested by any other member of the Supervisory
Committee;

(vi) notify members of the Supervisory Committee of the agenda for each meeting as much in
advance of such meeting as may be possible, but in any event not less than five (5) Business Days
before such meeting;

(vii) appoint a secretary (who need not be a member of the Supervisory Committee) for the
Supervisory Committee who shall (A) prepare a draft of the minutes of each meeting of the
Supervisory Committee and deliver or mail a copy of such draft minutes of the Supervisory
Committee meeting to the members of the committee within five (5) Business Days after the close
of each meeting, and (B) take custody and maintain the records of all Supervisory Committee
meetings. The minutes of each Supervisory Committee meeting shall record the following:

A. the date, time and place of the meeting;

B. the agenda of the meeting and the items or matters discussed;

C. the resolutions and motions approved, actions approved, agreements reached, and
decisions made by the Supervisory Committee, including, the votes of the members of
the Supervisory Committee on each such resolution;

D. 
and the "due date;" 

E. the date, time and place of the next meeting of the Supervisory Committee to be
scheduled; and
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F. the resolutions and proposals considered and actions taken at the Supervisory
Committee meeting. The Secretary shall send a draft of the minutes to each Supervisory
Committee member within five (5) Business Days following the meeting and the draft
shall be deemed approved unless a member provides a written objection to the draft
minutes to the other member within five (5) Business Days of the receipt of the draft,
in which case the minutes shall be finalized at the next Supervisory Committee
Meeting.  Notwithstanding the foregoing, unless otherwise agreed to by the
Supervisory Committee members, the effectiveness of any decision of the Supervisory
Committee including approvals of budgets and authorizations for the Agent to take
certain actions shall be immediate upon such decision being made and shall not be
deferred until approval of the minutes reflecting such decision.

(d) Supervisory Committee  Procedures.  The Supervisory Committee may develop and
adopt and, from time to time, modify procedures as may be appropriate for the conduct of its
meetings and the performance of its functions. Attendance at meetings of the Supervisory
Committee shall not be limited to members, but the Parties recognize the practical necessity of
generally limiting the participation of attendees at any Supervisory Committee meeting who are
not members to those who are expected to take an active part on the agenda for the meeting.

(e) Supervisory Committee Costs.  Costs incurred for providing a Supervisory Committee
member, including the m
applicable), shall be borne solely by the Party represented by the member.  All costs and expenses
of: (1) all third parties retained by the Supervisory Committee, or (2) Party employees to the extent
that they are doing work for or on behalf of the Supervisory Committee shall be paid by the Parties
as Operating Costs.  For the avoidance of doubt, salaries and expenses of employees of the Parties
and their affiliates serving on, or working at the direction of the Supervisory Committee, to the
extent that they are acting as or on behalf of a Party, shall be paid by their respective employer,
unless otherwise agreed to by the Supervisory Committee.

(f) Subcommittees.  The Supervisory Committee shall have the authority to appoint and charge
subcommittees to study and make recommendations on any subject, as the Supervisory Committee
may designate. The purpose, charge and duty of each subcommittee so appointed shall not exist
for more than one year unless reappointed by the Supervisory Committee

2.02  Agency. 

(a) FPL hereby appoints MPC as its Agent, with the right to employ such employees and sub-
agents as MPC may reasonably require. MPC agrees, on its own behalf and as agent for FPL, and
subject to all of the terms and conditions of this Operating Agreement, to operate, maintain and
make additions to and retirements from the PLANT, to obtain materials, including fuel, and
services as required therefor. MPC shall make all payments required in connection with any of the
foregoing, keep all necessary books of record, books of account and memoranda of all transactions
involving the PLANT and make daily, monthly and annual calculations and computations on
behalf of the respective Parties on the same basis for each and in such manner as to enable each to
conform, where so required, to the Uniform System of Accounts prescribed by the Federal Energy
Regulatory Commissi Uniform System of Accounts
the rules and regulations of such Commission, and to the valid rules, regulations and requirements
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of all regulatory bodies having jurisdiction thereof. MPC shall perform all necessary invoicing and 
other actions on behalf of the Parties as may be required as incidental to any of the foregoing, all 
in accordance with and subject to the provisions of this Operating Agreement.  In the event that 
FPL terminates this Agreement  under Section 1.02 and provided that at the time of such 
termination  MPC is not in default under this Agreement, then MPC shall have the right to continue 
to operate and maintain the PLANT after such termination and until the PLANT is retired and 
proceeds to decommissioning. 

(b) Further, with regard to any claims or disputes described in Section 2.01(b)(v) or otherwise,
that could reasonably be expected to 1) involve an amount in excess of $250,000 for goods and
services used at the PLANT, 2) result in FPL incurring Operating Costs in excess of the then-
current O&M Budget, or 3) involves safety concerns, environmental matters or third parties
(including any MPC affiliates), other than those providing services to the PLANT, MPC, as Agent,
shall notify the Supervisory Committee of such disputes and keep the Supervisory Committee
apprised of its status.

2.03 Operations and Maintenance. 

(a) Subject to the applicable rules and procedures established by, and determinations of, the
Supervisory Committee provided for in Section 2.01, and all of the other terms and conditions of
this Operating Agreement, the PLANT will be operated and maintained, and related additions (if
any, consistent with the terms of this Agreement), and retirements shall be made in accordance
with Prudent Utility Practice and in cooperation with the power system coordinators and other
duly authorized agents of MPC and FPL, to the end that the PLANT will be operated to the mutual
advantage of MPC and FPL in accordance with their respective rights.

(b) Notwithstanding any other provision in this Operating Agreement, MPC, on its behalf and
as Agent for FPL, shall be authorized to take any action it reasonably believes is necessary to
address a situation or circumstance that threatens the safe or reliable operation of the PLANT,
threatens to cause damage to the PLANT or a portion thereof or as required to comply with
applicable laws or regulations in all cases, in accordance with Prudent Utility Practice and using
best efforts to keep its annual operations and maintenance costs and all Capital Costs within the
applicable O&M Budget and Capital Budget set forth in Section 2.07, including deferring activities
to later budget years if practicable
the PLANT after the Retirement Date, including any costs under this Section 2.03(b), are governed
by Sections 12.01 and 12.02 of this Agreement.

2.04 [Reserved]. 

2.05 Fuel Supply. 

(a) For so long as the Parties participate in a Common Coal Stockpile, MPC, for itself and as
Agent for FPL, shall have sole authority to and shall arrange for and acquire all fossil fuel and fuel
transportation for the PLANT consistent with such policies, procedures and standards with respect
thereto as may be adopted from time to time by the Supervisory Committee.

(b) From and after the IIC Exit Date, at such times as MPC deems it appropriate to procure
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desired by FPL.  Further, so long as the Parties have Separate Coal Stockpiles, FPL may request 
that MPC, as Agent, commence coal o

determine the procurement strategy desired by FPL. MPC, for itself and as Agent for FPL, shall 
use its reasonable best efforts to develop a procurement strategy to accommodate the requirements 
and procurement strategies of MPC and FPL for their respective Separate Coal Stockpiles.  MPC, 
for itself and as Agent for FPL, shall then initiate a procurement effort to obtain offers from coal 
vendors to sell coal, offers from transporters to provide transportation for coal, or both 

Offer Offers

(i) MPC, as Agent, shall not be required to accommodate the requirements or procurement

with the guidelines adopted from time to time by the Supervisory Committee; and  

(ii) For so long as FPL is a participant in the IIC, the minimum Coal Stockpile requirements to
ensure reliable operations for all coal stockpiles will be determined solely by MPC.
Notwithstanding the foregoing, following the Effective Date of this Operating Agreement, the
Parties shall work in good faith to ramp down coal purchases such that upon separation of the Coal
S
anticipated capacity factor on a going forward basis.  Further, as the Retirement Date approaches,
the Parties shall work in good faith to ramp down coal purchases such that upon retirement, FPL
has no more than a de minimis amount of coal at the PLANT.

(c) Fuel Procurement by MPC - After Receipt of Offers.

(i) Until the Parties have Separate Coal Stockpiles, upon receipt of one or more Offers, MPC,
for itself and as Agent for FPL, shall decide whether to accept or reject such Offers on behalf of
the Parties, after taking into consideration its obligations pursuant to Section 2.05(b)(ii).  Subject
to section 2.05(b)(ii),

ntage ownership interest in the PLANT.  

(ii) After the Parties have Separate Coal Stockpiles, MPC, as Agent, shall offer FPL the
opportunity to participate in any Offer that MPC intends to accept.  No later than five (5) Business
Days after receiving such an offer of participation, FPL will notify Agent, in writing, whether it
will participate and the quantity of coal it desires to purchase.  If FPL elects to participate in the
Offer, FPL will bear full responsibility for the risks and costs if the quantity of coal requested by
FPL proves insufficient for it, including for the cost of replacement power.  MPC, for itself and as
Agent for FPL participating in the procurement, will negotiate with the supplier of such Offer in
an effort to develop final contract terms and conditions.

(d) Spot Coal Procurement.  MPC shall be the exclusive Agent to act on behalf of the Parties
for the procurement, transportation and delivery of Spot Coal for the PLANT. All Offers to sell

purchases, to the extent it wishes to participate, shall follow the same process described in Sections 
2.05(b) and (c). 
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(e) Common Coal Stockpile and Separate Coal Stockpiles.

(i) Until the IIC Exit Date, the Parties shall participate in the Common Coal Stockpile. While
the Parties are participating in the Common Coal Stockpile, MPC, for itself and as Agent for FPL,
shall cause an adjustment (if required) to be made to the account of each Party so that the quantity

percentage undivided ownership interest in the PLANT.  

(ii) Upon the IIC Exit Date, each Party shall have their own Separate Coal Stockpile. MPC, as
Agent, shall cause an adjustment (if required) to be made to the account of each Party so that the
average cost per ton of the coal in each of the Separate Coal Stockpiles is equal to the average cost
per ton of the coal of the Common Coal Stockpile immediately prior to the separation.

(iii) Upon the IIC Exit Date the procedures for Separate Coal Stockpile accounting set forth in
Schedule VI shall govern each Parties rights and obligations with respect to the Separate Coal
Stockpile.  No later than three (3) months following the date of the establishment of Separate Coal
Stockpiles, MPC, for itself and as Agent for FPL, shall cause an adjustment to be made to the

subject to Section 2.05(b)(ii),the quantity of coal remaining in each 

Coal Stockpile at the time of the separation, and B) the average cost per ton and average cost per 
Btu for each Separate Coal Stockpile are the same. MPC shall notify the Parties immediately after 
such an adjustment has been made of (1) the quantity of coal in each Separate Coal Stockpile and 
(2) the average cost per ton and average cost per Btu for each Separate Coal Stockpile. Thereafter,
each Party shall be entitled only to use coal available in its Separate Coal Stockpile account for
the operation of its interest in the PLANT. Neither Party shall be required to sell or otherwise
supply coal to the other Party. MPC, for itself and as Agent for FPL, shall account for all coal
allocated to each Separate Coal Stockpile and for coal consumed from each Separate Coal
Stockpile.

(iv) The division of the Common Coal Stockpile into Separate Coal Stockpiles is for the
purposes of accounting, payment and settlement of costs and entitlement to use only.  There will
be no physical separation of coal at the PLANT and the Separate Coal Stockpiles will remain
physically combined and commingled into one coal stockpile at the PLANT; and that future
deliveries of coal at the PLANT, while allocated as Separate Coal Stockpiles for accounting
purposes,
in the PLANT so long as the account of such Party demonstrates that there is sufficient coal
credited to its account for such operation.

(v) All discrepancies between the book inventory and the physical inventory of the coal
stockpile at the PLANT shall be charged or credited, as appropriate, as follows: (1) for so long as
the Parties participate in the Common Coal Stockpile, the discrepancy will be allocated to each
Party in accordance with their respective percentage ownership interest in the PLANT, and (2)
after the establishment of Separate Coal Stockpiles, the discrepancy will be allocated between
Parties in accordance with the amount of coal actually consumed by each Party during the physical
inventory period to which such discrepancy relates.
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(vi) While the Parties share a Common Coal Stockpile and recognizing the requirements of 
Section 2.05(b)(ii), all costs associated with the Common Coal Stockpile will be allocated to the 
Parties in accordance with their respective ownership interest in the PLANT.   

(vii) Upon separation of the Coal Stockpile into Separate Coal Stockpiles, each Party will be 
solely responsible for the commodity and transportation costs for the coal allocated to their 
respective Separate Coal Stockpile. 

(viii) Except as provided for in Section 2.05(e)(vii), or elsewhere in this Operating Agreement, 
each Party shall bear 50% of the Coal Stockpile Costs.

2.06 Delivery of Fuel Budgets.  Until such time as FPL is no longer participating in the IIC, 
MPC will furnish FPL with MPC management approved fuel budgets as they become available. 

2.07 Plant Budgets and Forecasts. 

(a) T O&M Budget  for calendar years 2022 and 
2023 shall be as follows: 

(i) 2022 $47,750,000 

(ii) 2023 -- $32,200,000.

(b) The O&M Budgets set forth in Sections 2.07(a)(i) and (ii) assume that the IIC Exit Date is 
governed by the Dispatch 

Procedures thereafter. Therefore, the Dispatch Procedures shall become effective and shall govern 

earlier of 1) the IIC Exit Date or 2) August 1, 2022. The O&M Budget for each future year through 
the Term of this Agreement shall be determined in accordance with Section 2.07(d). 

(c) No later than May 1 of each calendar year, MPC shall develop and provide to the 
Supervisory Committee, for informational purposes, a Business Plan for the following calendar 
year. The Business Plan shall include the information set forth below: 

(i) all of the budgets, plans, schedules and other information described in Schedule I attached 
hereto and made a part hereof, as the same may be revised from time to time by agreement of the 
Supervisory Committee, 

(ii) anticipated contract awards for equipment or services in excess of $175,000 (or such other 
amount as may from time to time be established by the Supervisory Committee) and 

(iii) such other information as the Supervisory Committee determines is reasonably necessary, 
advisable, or appropriate.

(d) During each calendar year (other than calendar years 2022 and 2023, which are covered by 
Section 2.07(a)), and continuing through the Term of this Agreement, the Agent will submit an 
O&M Budget for the Common Site Facilities for the following calendar year to the Supervisory 
Committee by May 31. If any Party objects to such O&M Budget, the Supervisory Committee will 

T O&M Budget for calendar years 2022 and 
2023 shall be as follows:

(i) 2022 $47,750,000

(ii) 2023 -- $32,200,000.
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endeavor to resolve such objections.  If the Supervisory Committee cannot reach agreement on the 

fficers cannot reach 
agreement on a final O&M Budget for the Common Site Facilities for the following year in 
question by July 15, an objecting Party may submit the matter to arbitration pursuant to the terms 
of this Operating Agreement, provided that such 
Budget for the Common Site Facilities must be submitted by October 31 of the then-current 
calendar year.  In the event that a dispute regarding the O&M Budget for the Common Site 
Facilities is not resolved be
Budget for the Common Site Facilities shall go into effect and the Parties will pay their allocated 
share of the costs incurred thereunder.  However, any such payments made by an objecting Party 
shall not prejudice the right of that Party to pursue relief in accordance with this Operating 
Agreement, including potential refunds of payments made, and any such payments made by an 
objecting party shall be reconciled following the subsequent resolution of the dispute in accordance 
with an arbitration award issued pursuant to Section 14.02.  Any payments or refunds ordered 
under any such arbitration award shall be paid to the prevailing party within 60 calendar days.   
Additionally, the Agent will notify FPL of any expected or proposed variances to the total amount 
of an approved O&M Budget that are in excess of $175,000 (or such other amount as may from 
time to time be established by the Supervisory Committee) so as to allow FPL a reasonable 
opportunity to determine whether or not it wishes to have such a variance submitted to the 
Supervisory Committee for review and/or to pursue relief in accordance with this Operating 
Agreement, if necessary. 

(e) During each calendar year starting with 2024 and thereafter, and continuing through the
Term of this Agreement, the Agent will submit an Ordinary Course Capital Budget for the
Common Site Facilities for the following calendar year to the Supervisory Committee by May 31.
If any Party objects to such Ordinary Course Capital Budget, the Supervisory Committee will
endeavor to resolve such objections.  If the Supervisory Committee cannot reach agreement on the

Ordinary Course Capital Budget for the Common Site Facilities by June 30 of 

Officers cannot reach agreement on a final Ordinary Course Capital Budget for the Common Site 
Facilities for the following year in question by July 15, an objecting Party may submit the matter 
to arbitration pursuant to the terms of this Operating Agreement, provided that such arbitration 

Ordinary Course Capital Budget for the Common Site Facilities 
must be submitted by October 31 of the then-current calendar year.  In the event that a dispute 
regarding the Ordinary Course Capital Budget for the Common Site Facilities is not resolved 
before the year to which it applies, then the Ag Ordinary Course Capital Budget for 
the Common Site Facilities shall go into effect and the Parties will pay their allocated share of the 
costs incurred thereunder.  However, any such payments made by an objecting Party shall not 
prejudice the right of that Party to pursue relief in accordance with this Operating Agreement, 
including potential refunds of payments made, and any such payments made by an objecting party 
shall be reconciled following the subsequent resolution of the dispute in accordance with an 
arbitration award issued pursuant to Section 14.02.  Any payments or refunds ordered under any 
such arbitration award shall be paid to the prevailing party within 60 calendar days.  Additionally, 
the Agent will notify FPL of any expected or proposed variances to the total amount of an approved 
Ordinary Course Capital Budget that are in excess of $175,000 (or such other amount as may from 
time to time be established by the Supervisory Committee) so as to allow FPL a reasonable 
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opportunity to determine whether or not it wishes to have such a variance submitted to the 
Supervisory Committee for review and/or to pursue relief in accordance with this Operating 
Agreement, if necessary.  

(f) Except as otherwise provided by Section 2.03(b) or Section 2.07(e), no capital
improvements (as distinguished from Ordinary Course Capital) to the PLANT shall be undertaken
without the prior consent of each of the Parties. 
to such capital improvement will be required only if the Party would be obligated to fund a portion 
of it pursuant to the terms of this Agreement. 

(g) The Parties recover costs incurred by the Agent to operate and maintain the PLANT
(including capital costs) through various regulatory rate mechanisms, including base rates and

Cost Recovery Categories
the Supervisory Committee, the Agent shall not address a cost overrun by shifting budgeted dollars 
for an activity or project that is subject to one Cost Recovery Category to the budget for a different 
project or activity that is subject to a different Cost Recovery Category. Further, in the event that 
the Agent reasonably believes that it is likely it will exceed the budget for a Cost Recovery 
Category, it will provide as much advance notice of such potential overrun to the Supervisory 
Committee as reasonably possible and the reasons for the overage with the goal of allowing the 
Supervisory Committee to understand and discuss the anticipated overage prior to its occurrence 
and to afford FPL its rights under Section 2.07.  Nothing in this Section 2.07(g) shall diminish or 
expand 

(h) The Agent shall furnish or cause to be furnished, in addition to the Business Plan,
information to the Supervisory Committee and access to the PLANT and management employees
of the Agent as follows:

(i) By the 25th calendar day following the close of each calendar month (or earlier if
practicable), an Operating Report containing the information described in Schedule II attached
hereto and made a part hereof and as the same may be revised from time to time by the Supervisory
Committee.

(ii) By the 10th Business Day following the close of each calendar month (or earlier if
practicable), a data file in the format described in Schedule I, Section III.H comparing budget to
actuals.  The Parties acknowledge that the information provided pursuant to this Section 2.07(h)(ii)
is based on cost estimates, which are expected to deviate from actual costs.  Accordingly, this data
is for informational purposes only and will not be used for billing or any other purpose.  By the
8th Business Day following the close of each calendar month a data file in the format described in
Schedule I, Section III.H comparing budget to actuals.

(iii) A management employee of MPC, responsible for the operation of the PLANT shall meet
at least every third month with the Supervisory Committee, or as otherwise requested by the
Supervisory Committee. At such meetings, MPC shall present information concerning unit
performance and the status and condition of the PLANT, including review of any problems, status
reports, and approved and contemplated new capital projects, to convey an overview of the
PLANT and its operations and to address items on the agenda for members of the Supervisory
Committee. The Agent will immediately inform the Supervisory Committee of significant events

Except as otherwise provided by Section 2.03(b) or Section 2.07(e), no capital
improvements (as distinguished from Ordinary Course Capital) to the PLANT shall be undertaken 
without the prior consent of each of the Parties. 
to such capital improvement will be required only if the Party would be obligated to fund a portion 
of it pursuant to the terms of this Agreement.
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which are affecting or may affect the operation of the PLANT, and of any changes in the 
management for the PLANT. 

(iv) The Agent shall also provide the Supervisory Committee with copies of all written notices 
from any third party of any claims or litigation (or the explicit threat of litigation) pertaining to the 
PLANT when such claims or litigation are for an amount in excess of $50,000 or such other amount 
as may, from time to time, be established by the Supervisory Committee. 

(v) The Agent shall respond to reasonable written requests from any Party for information not 
otherwise provided pursuant to this Operating Agreement regarding the PLANT. Within five (5) 
days of the execution of this Operating Agreement, the Agent shall designate a person to be 
responsible for being responsive and providing reasonably adequate and complete information to 
inquiries from the Parties and shall inform the Parties of the identity of such person. 

(vi) The Agent shall promptly provide the Parties with information about outages of a unit at 
the PLANT, unit trips and capacity reductions, safety OSHA recordables, environmental 
reportable events, work disruptions or stoppages and any notices of unusual events, alerts, or 
emergencies. Additionally, the Agent shall promptly notify the Parties of other events that the 
Agent believes are reasonably likely to lead to enquiries by a governmental body or the press. 

(vii) Beginning with the Effective Date: 

A. MPC, for itself and as Agent for FPL, shall use its best efforts (subject to Prudent Utility 
Practice) to cause the actual O&M Expense for each year to be less than the O&M 
Expense reflected in the O&M Budget for such year;  

B. MPC, for itself and as Agent for FPL, shall not increase the scope or budget of planned 
outages beyond the scope of and budget set forth in the O&M Budget without the 
written consent of FPL, which consent shall not be unreasonably withheld; and 

C. MPC, for itself and as Agent for FPL, shall use its best efforts (subject to Prudent Utility 
Practice) to minimize the scope and cost unplanned outages at the PLANT. 

2.08 Maintenance Schedule.  

(a) For so long as FPL is a participant under the IIC, the following provisions shall apply to 
scheduling of maintenance for the units: 

(i) maintenance schedules shall be subject to review and approval of Southern Company 
SCS  and  

(ii)  MPC, for itself and as Agent for FPL, shall coordinate with SCS to schedule the 
maintenance of the units. 

(b) Beginning with the IIC Exit Date and continuing until the Retirement Date, the Parties shall 
work in good faith to coordinate the scheduling of maintenance for the Units. 

2.09  Property Taxes. 

Florida Power & Light Company 
Docket No. 20240155-EI 
Staff's First Data Request 
Request No. 2 
Attachment 3 of 8 
Page 16 of 94



16 

(a) Except as set forth in Section 2.09(b), property tax liability shall be apportioned to each
e PLANT. 

(b) In addition to any property tax reductions for the PLANT that accrue to both FPL and MPC
jointly, each owner will be afforded the benefit of 100% of any property tax reductions that are 

 retirement of its interests in the PLANT. 

ARTICLE III. 
APPORTIONMENT OF CAPACITY AND ENERGY 

3.01 Apportionment of Capacity and Energy.  

(a) Until the effective date of the Dispatch Procedures, MPC and FPL shall each be entitled to
50% of the total available capacity of and 50% of the energy produced by the PLANT, as such
capacity shall exist from time to time.

(b) 
entitlement to and allocation of the energy produced by the PLANT shall be governed by the 
Dispatch Procedures.  MPC shall be entitled to use both Units and may dispatch capacity in excess 

a PLANT condition, provided that such use does not interfere with FP
accordance with the Dispatch Procedures. 

(c) Upon the Retirement Date, and consistent with the terms of this Agreement that allocate
cost responsibilities, FPL shall no longer be entitled to capacity of or energy from the PLANT and
MPC shall be allocated 100% of the energy produced by the PLANT.  MPC also shall be entitled

extent necessary to address a system reliability issues or to address a PLANT condition 

3.02 Plant Dispatch.  Until the IIC Exit Date, the dispatching of generation provided for herein 
shall be performed on behalf of each of the Parties by SCS as its agent through the Bulk Power 
Operations and Fleet Operations.  Beginning with the earlier of August 1, 2022 or the IIC Exit 
Date, until the PLANT capacity is retired in its entirety, SCS shall continue to physically dispatch 

Procedures. 

ARTICLE IV. 
WORKING CAPITAL 

4.01 Working Capital. Subject to the provisions of this Agreement, the Parties shall provide the 
funds required for use as Working Capital so as to make possible that, MPC, for itself and as Agent 
for FPL, shall make payments therefrom in the proportions provided in Article VI. FPL shall 
provide its share of such funds, by making cash available to MPC for expenditures made or 
expense incurred by MPC as FPL's Agent in accordance with the provisions of this Operating 
Agreement. On the termination of this Operating Agreement, any funds so provided by FPL to 
MPC shall be returned by MPC to FPL except to the extent that they shall have been expended or 
obligated in accordance with the provisions of this Operating Agreement or shall be represented 

Except as set forth in Section 2.09(b), property tax liability shall be apportioned to each 
e PLANT.

(b) In addition to any property tax reductions for the PLANT that accrue to both FPL and MPC
jointly, each owner will be afforded the benefit of 100% of any property tax reductions that are 

retirement of its interests in the PLANT.

Working Capital. Subject to the provisions of this Agreement, the Parties shall provide the 
funds required for use as Working Capital so as to make possible that, MPC, for itself and as Agent 
for FPL, shall make payments therefrom in the proportions provided in Article VI. FPL shall

Agreement. On the termination of this Operating Agreement, any funds so provided by FPL to 
MPC shall be returned by MPC to FPL except to the extent that they shall have been expended or 
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by investment made in accordance with the provisions of this Operating Agreement in existing 
materials and supplies, including fuel, in which FPL has a proportionate ownership interest. 

ARTICLE V. 
MONTHLY COST STATEMENT AND CHARGES 

5.01  Administrative Expenses. As soon as practicable, after the end of each calendar month 
beginning with the month in which this Operating Agreement is executed, FPL shall furnish to 
MPC a statement of any administrative or other expense (of the character referred to in Section 
5.03 as apportionable under and pursuant to this Operating Agreement) incurred or paid by FPL, 
other than through MPC as its agent and properly chargeable to operation, maintenance or 
additions to or retirements of the PLANT, including any costs referred to in Section 10.02. Such 
expense and cost shall be included, as appropriate, in the cost statements provided for in this Article 
V.  

5.02  Other Monthly Statements. As soon as practicable, after the end of each calendar month 
beginning with the month in which this Operating Agreement is executed, MPC shall render to 
FPL a statement of account showing the amounts recorded for the preceding month reflecting: 

(a) Any payment received by FPL or MPC referred to in Section 11.02;

(b) The net cost of any additions to or retirements of the PLANT, classified in conformity with
said Uniform System of Accounts, including for information the cost of property thus replaced, its
salvage value and the cost of removal, and any charges or credits to the cost of any such additions
or retirements pursuant to Articles X and XI;

(c) The expense of operation and maintenance of the PLANT classified in accordance with
y 

5.03  Capacity Costs Defined
operation and maintenance expenses, determined on a monthly basis: 

(a) Fixed operation, fixed maintenance, administrative and general actual expenses applicable
to PLANT as defined by the Supervisory Committee;

(b) Federal and State payroll and employment taxes applicable to the PLANT;

(c) Premiums on employee group insurance applicable to the PLANT;

(d) Pension plan accruals applicable to the PLANT;

(e) Net costs incurred pursuant to Articles X and XI;

(f) Expenses and costs set forth in the statement received from FPL pursuant to Section 5.01;
and

Administrative Expenses. As soon as practicable, after the end of each calendar month 
beginning with the month in which this Operating Agreement is executed, FPL shall furnish to 
MPC a statement of any administrative or other expense (of the character referred to in Section 
5.03 as apportionable under and pursuant to this Operating Agreement) incurred or paid by FPL, 
other than through MPC as its agent and properly chargeable to operation, maintenance or 
additions to or retirements of the PLANT, including any costs referred to in Section 10.02. Such 
expense and cost shall be included, as appropriate, in the cost statements provided for in this Article

(a) Fixed operation, fixed maintenance, administrative and general actual expenses applicable
to PLANT as defined by the Supervisory Committee;

(b) Federal and State payroll and employment taxes applicable to the PLANT;

(c) Premiums on employee group insurance applicable to the PLANT;

(d) Pension plan accruals applicable to the PLANT;

(e) Net costs incurred pursuant to Articles X and XI;

(f) Expenses and costs set forth in the statement received from FPL pursuant to Section 5.01;
and
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(g) Except as set forth in Section 2.09, it is the intent of the Parties that so far as possible all 
ad valorem, franchise, business or other like taxes arising out of the ownership and operation of 
the PLANT shall be separately levied and assessed against the Parties severally and that each such 
Party shall be responsible for and pay to the appropriate taxing authority all such taxes so levied 
and assessed against it without any responsibility of the other Party with respect thereto and 
without the amounts thereof being paid and apportioned between the Parties under and pursuant 
to the provisions hereof. To the extent, however, if any, that taxes may be levied on or assessed 
against the PLANT, or its operation, or the Parties in such a manner as, in the opinion of the 
Supervisory Committee, to make impossible or inequitable the carrying out of the foregoing intent, 
then such taxes shall be paid by MPC, acting on its own behalf and as agent for FPL, as a part of 
the expense of operating the PLANT to be apportioned between the Parties under and pursuant to 
this Operating Agreement and, except as provided in Section 5.04(c), shall be included in 

 

5.04  Energy Costs Defined
operation and maintenance expenses, determined on a monthly basis: 

(a) total delivered cost of each Party's owned fuel burned at the PLANT; 

(b) provision for variable operation and maintenance expenses including Section 14.18 
Environmental Costs and in-PLANT fuel handling expenses equal to the actual charges to the 
PLANT included in specific steam power generation expense accounts (or sub-accounts 
maintained thereunder) of said Uniform System of Accounts; and  

(c) all taxes on or measured by the amount of generation to the extent such taxes are, under 
the provisions of Section 5.03 (g), to be paid and apportioned between the Parties under and 
pursuant to this Operating Agreement. 

5.05  Consumables. Materials and supplies consumed at the PLANT and services used in 
connection with the operation, maintenance and additions to and retirement of the PLANT shall 
be recorded by MPC in the accounts referred to in Section 2.02 and shall be reflected in 
determinations of Working Capital pursuant to Section 4.01 at the actual cost thereof, including 
any applicable taxes thereon. 

5.06 Administrative and Other Cost Allocation.   FPL will be responsible for reimbursing MPC 
for an allocated share of MPC's administrative and other costs.  The Parties acknowledge that the 
Joint Ownership Accounting Procedures (Attached hereto as Schedule VI) contains both allocation 
methodologies MPC Provisions
Parties hereby agree that any MPC Provisions can be removed from the Joint Ownership 
Accounting Procedures or amended unilaterally by MPC from time to time.  It being understood 
that other provisions of the Joint Ownership Accounting Procedures or any provisions of a 
successor agreement thereto that governs allocation methodologies may only be changed by 
written agreement of the Supervisory Committee.

ARTICLE VI. 
APPORTIONMENT OF EXPENSES 

Except as set forth in Section 2.09, it is the intent of the Parties that so far as possible all 
ad valorem, franchise, business or other like taxes arising out of the ownership and operation of 
the PLANT shall be separately levied and assessed against the Parties severally and that each such 
Party shall be responsible for and pay to the appropriate taxing authority all such taxes so levied 
and assessed against it without any responsibility of the other Party with respect thereto and 
without the amounts thereof being paid and apportioned between the Parties under and pursuant 
to the provisions hereof. To the extent, however, if any, that taxes may be levied on or assessed 

provision for variable operation and maintenance expenses including Section 14.18 
Environmental Costs and in-PLANT fuel handling expenses equal to the actual charges to the 
PLANT included in specific steam power generation expense accounts (or sub-accounts 
maintained thereunder) of said Uniform System of Accounts; and

all taxes on or measured by the amount of generation to the extent such taxes are, under 
the provisions of Section 5.03 (g), to be paid and apportioned between the Parties under and 
pursuant to this Operating Agreement.

.   FPL will be responsible for reimbursing MPC 
for an allocated share of MPC's administrative and other costs.  The Parties acknowledge that the 
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6.01  Operating and Maintenance Expenses. Until the Retirement Date, except as otherwise 
provided for in this Operating Agreement, the expenses incurred or accrued during each calendar 
month for operation, maintenance or capital expenditures or retirements of the PLANT described 
in Article V, shall be apportioned therein between MPC and FPL as follows: 

(a) The net cost of additions to and retirements of the PLANT and Capacity (Fixed) Cost shall 
be so apportioned between MPC and FPL such that MPC shall bear 50% thereof and FPL 50% 
(except that, as to the investment in the boiler (Account 312) for Unit 2, FPL has invested an 
amount slightly in excess of 50% by reason of accounting requirements with respect to costs 
incurred in testing Unit 2 prior to its commercial operation); and 

(b) The Energy (Variable) Cost shall be apportioned between MPC and FPL based upon the 
net kilowatt-hours generated for the account of each Party from the PLANT as a percentage of the 
total net kilowatt hours generated from the PLANT in such month. 

6.02     Post Retirement Date Operating and Maintenance Expenses.  Upon the Retirement Date, 
 

ARTICLE VII. 
PAYMENT AND ADJUSTMENT OF CHARGES 

7.01 Establishment of Accounts. FPL shall establish an account for the purpose of providing 

this account for FPL  

7.02 Initiation of Disputes. In the event either Party disputes or questions; (i) the accuracy of 
any cost statement furnished pursuant to Article V or (ii) whether any cost statement furnished 
pursuant to Article V conforms to the provisions hereof, FPL shall nevertheless discharge its 
obligation under Section 7.01. Such settlement will not be deemed to bar either Party from 
claiming a readjustment of such statement. 

7.03 Settlement of Disputes. In the event any such dispute occurs, it shall be settled by the 
Parties hereto unless either Party shall refer it to the Supervisory Committee for settlement, in 
which case the decision of the Supervisory Committee shall be binding upon the Parties. If the 
Supervisory Committee cannot reach a decision, the dispute will be settled in accordance with the 
provisions of Section 14.02 of this Operating Agreement. 

7.04 Overpayment or Underpayment. If it shall be determined that either Party has paid more or 
less than its proper portion of the costs and expenses of the PLANT for any month, an appropriate 
correction shall be made by MPC by proper credit or charge, as the case may be, on the next 
monthly statement it issues. 

7.05 Timing of Payment Reconciliation.  All claims for adjustment and correction of any such 
cost statement must be made by MPC or FPL, as the case may be, within one hundred and twenty 
(120) days after receipt of such statement, but the failure to request adjustment or correction thereof 

6.02 Post Retirement Date Operating and Maintenance Expenses.  Upon the Retirement Date, 
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shall not be deemed to bar either Party from challenging the methods used in preparing such 
statements insofar as such methods affect subsequent monthly statements. 

ARTICLE VIII. 
SERVICE AND CONDITIONS 

8.01 Joint Operation. For so long as FPL is a participant in the IIC, the PLANT will be operated 
in parallel with the Mississippi Power Company System and the integrated Southern Company 
System and the voltage shall be maintained on the high voltage substation buses as required for 
system conditions on the Mississippi Power Company System and coordinated with the Southern 
System as a whole. 

ARTICLE IX. 
METERING 

9.01 Metering. The capacity and energy delivered from PLANT to MPC and FPL shall be 
measured by suitable metering equipment at generator voltage so as to determine the gross output, 
auxiliary requirements, net output and reactive power of each hour of each unit to the transmission 
grid. 

9.02 Energy Losses. Energy losses in the power transformer stepping up from generator voltage 
to transmission voltage and energy losses in station service power transformers shall be 
apportioned between MPC and FPL on a basis to be determined by the Supervisory Committee. 

9.03 Cross-System Energy Flows. Power and energy flows between the FPL and MPC systems 
at the PLANT shall be measured by suitable metering equipment.  Since the transmission systems 

there may be a flow of electric capacity and energy between the two systems across the point of 
interconnection on the high voltage bus of the PLANT. This flow of electric capacity and energy 
flows at designated interconnection points, and the allocation of the PLANT generation between 
FPL and MPC as described in Article III shall be accounted for in a manner consistent with the 
accounting of power flows at other interconnection points such that each Party is properly credited 
for all energy generated for his account.

9.04 Approval of Meters. The type and location of the metering equipment referred to in Section 
9.01, 9.02 and 9.03 shall be subject to the approval of the Supervisory Committee. 

9.05 Metering Frequency. Daily records shall be compiled by MPC with copies being sent to 
FPL and to the Power Coordination Office of SCS and to any designees thereof, showing by clock-
hour intervals for each 24-hour day the load (expressed in both megawatts and megavars) of the 
PLANT and total loads to MPC and to FPL and, in addition, data as to the gross output of the 
PLANT by units, station service requirements, and such other related data as may be specified by 
the Supervisory Committee. This data will be distributed to FPL and SCS on a schedule to be 
developed and maintained as part of the procedures required by Section 5.06. 

9.06 Meter Failure. In case of testing, inaccuracies, stoppage or failure of any primary metering 
apparatus, the determination of electric energy quantities normally measured thereby shall be made 
from any duplicate metering equipment in service or by such other means as the Supervisory 
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Committee may decide upon. Policies and procedures for back up metering shall be determined 
by the Parties. 

9.07 Testing and Calibration. All meters referred to in this Article shall be sealed. Meters shall 
be tested and calibrated at least once every twelve (12) months by MPC, or at more frequent 
intervals if deemed advisable by the Supervisory Committee. Notice of each such test shall be 
given to FPL at least (30) thirty days prior to such testing so that its representative may attend such 
test. 

9.08 Inaccuracies. Any meter tested and found to be inaccurate by one-half of one percent 
(0.5%) or more on light load or full load tests, either fast or slow, shall be adjusted or replaced. If 
any meter is found to be inaccurate by one percent (1.0%) or more on full load test, either fast or 
slow, all readings previously taken by such meter shall be corrected accordingly for the period 
during which the meter was known to have been inaccurate, but no such correction shall be 
retroactive to a date more than thirty (30) days prior to the date on which such inaccuracy shall 
have been discovered, unless the actual date on which the inaccuracy first occurred can be 
determined and agreed upon by the Supervisory Committee, in which case, the correction shall be 
retroactive to the actual date. All such corrections are subject to approval of the Supervisory 
Committee. The energy produced during the time of the meter error shall be calculated in whole 
megawatt-hours and scheduled for payback either to or from MPC in a time frame agreeable to 
MPC and FPL. All metering records and tests shall be available to authorized representatives of 
the Parties. 

ARTICLE X. 
LIABILITY AND DAMAGE 

10.01 Employees. Liability to employees of MPC engaged in the operation and maintenance 

law will be satisfied by MPC and included in Capacity Cost as provided in Section 5.03. Liabilities 
of this character arising from additions to or retirements of the PLANT will be satisfied by MPC 
and included in the statement rendered by MPC to FPL pursuant to Section 5.02. 

10.02 Third Party Injury. Any costs incurred by either Party attributable to liability for 
damages to persons (including employees of FPL) or property arising out of the performance of 
this Operating Agreement, the cost of which is to be paid and apportioned under this Operating 
Agreement, will be reflected in Capacity Cost as provided in Section 5.03, to the extent that such 
work relates to operation or maintenance of the PLANT; otherwise such costs will be reflected in 
the statements rendered pursuant to Section 5.01 or Section 5.02. 

10.03 Property Damages.  

(a) At any time before the Retirement Date, damage to property of any nature whatsoever shall 
be repaired or replaced by MPC pursuant to Prudent Utility Practice, acting on its own behalf and 
as Agent for FPL, and 50% of the cost of such repairs or replacement will be apportioned to FPL, 
pursuant to Section 6.01 and paid by FPL under and pursuant to the provisions hereof and 50% 
shall be so apportioned to and paid by MPC acting on its own behalf.  Additionally, subject to 
Section 2.03(b) , MPC will notify FPL 
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of any expected or proposed repairs or replacements that are not already in an approved or 
proposed O&M or capital budget that is expected to exceed an amount of $175,000 (or such other 
amount as may from time to time be established by the Supervisory Committee) so as to allow 
FPL a reasonable opportunity to determine whether or not it wishes to have such a variance 
submitted to the Supervisory Committee for review and/or to pursue relief in accordance with this 
Operating Agreement, if necessary. 

(b) Once the Plant Dispatch Procedures go into effect, MPC will use one of the units at the
PLANT as the primary source of output, and MPC shall designate that unit to FPL in writing at
the time that the Plant Dispatch Procedures go into effect.  The other unit will be used as a
secondary source of output and will be expected to run infrequently on an as-needed basis.  After
the Plant Dispatch Procedures go into effect and until the Retirement Date, FPL can avoid paying
for any capital costs to repair unexpected damage to the secondary unit if 1) the repair is not
necessary to prevent a safety hazard or comply with a legal requirement and 2) no later than 10
Business Days after being informed of the repair and its estimated capital cost, FPL provides to
MPC a written and immediate commitment that FPL will permanently forego its right to schedule

bt, the provisions of 

pursuant to the other terms of this Agreement.  

(c) On and after the Retirement Date, repair of damage to Common Site Facilities at the
PLANT shall be made by MPC as Agent in accordance with Prudent Utility Practice, including
consideration of the anticipated retirement date of the PLANT, and 50% of the cost of such repairs
to the Common Site Facilities shall be apportioned to and paid by FPL and 50% shall be
apportioned to and paid by MPC acting on its own behalf.   Repairs to other portions of the PLANT
occurring on or after the Retirement Date shall be subject to the approval of MPC in its sole
judgment; provided that such costs will be paid entirely by MPC, and further provided that any
insurance proceeds obtained by FPL in relation to such damage to such portions of the PLANT
shall be assigned to MPC.

ARTICLE XI. 
INSURANCE

11.01 Insurance Generally. MPC and FPL shall arrange for property, casualty and surety 
insurance coverages applicable to PLANT. Such insurance shall be self-provided by each Party 
under their respective self-insurance program or placed with insurance carriers and through agents 
appropriate under Prudent Utility Practice. The amounts and types of coverages shall likewise be 
approved by the Supervisory Committee. Premium payments shall be made with respect to each 
policy by MPC and/or FPL each in accordance with its interest. 

11.02 Any amounts recovered by MPC under the insurance coverage on the PLANT shall reduce 

such payment. 
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11.03 During the period of its operation of the PLANT, MPC shall carry in the name of the 

contractual and products/completed operations lia
include coverage for boiler and machinery, in such amounts and with such deductible or self-

have the following minimum limits of liability: (a) workers compensation, statutory limits; (b) 

limit per occurrence; and (c occurrence; or such 
greater limits with respect to the PLANT as may be determined, from time to time, by the 
Supervisory Committee. The maximum aggregate deductible amount under all insurance policies 
for any occurrence shall be an amount consistent with industry practice for utilities of similar size 
and exposure provided that such insurance is obtainable with a deductible amount not exceeding 
such maximum deductible amount and at commercially reasonable premiums. For any policy 
obtained by MPC, the Parties shall each be designated as an additional insured (including, for 
purposes of protecting their interests as owners) and such policy shall be endorsed to be primary 
to any insurance which may be maintained by either Party. 

11.04 MPC shall promptly provide copies of all insurance policies or certificates relating thereto, 
and make available all notices with respect thereto, and insurance inspection reports with respect 
the PLANT (and any other insurance inspection reports which would clearly and adversely affect 
the policies insuring the PLANT), to FPL for insurance carried by MPC pursuant to this Section 
11.04. Either Party may also maintain additional or other insurance, at its own cost and expense, 
which it deems necessary or advisable to protect its respective interest the PLANT, any unit, the 
Common Facilities, the Coal Stockpile, or any combination thereof, provided that such additional 
insurance does not reduce or diminish in any way the coverage of the insurance procured and 
maintained by MPC pursuant to this Section 11.04. 

11.05 Notwithstanding the foregoing, FPL shall separately procure and maintain in force, at its 

Representatives and its other employees visiting the PLANT with minimum limits of liability set 
forth above. The maximum aggregate deductible amount under all insurance policies for any 
occurrence shall be an amount consistent with industry practice for utilities of similar size and 
exposure provided that such insurance is obtainable with a deductible amount not exceeding such 
maximum deductible amount and at commercially reasonable premiums. The aggregate cost of all 
such insurance shall be considered Operating Costs. For any policy obtained by MPC, the Parties 
shall each be designated as an additional insured (including, for purposes of protecting their 
interests as owners) and such policy shall be endorsed to be primary to any insurance which may 
be maintained by either Party. 

ARTICLE XII. 
RETIREMENT AND DECOMMISSIONING 

12.01 Retirement. 

(a) Retirement Date
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(i) From and after the Retirement Date, and consistent with Section 2.07, FPL will have no
obligation or liability for costs to operate or maintain or repair or replace the PLANT or any portion 
thereof, except for 50% of operations and maintenance costs for Common Site Facilities and 50% 
of Ordinary Course Capital Costs for Common Site Facilities, and MPC shall have the right to 
dispatch either unit of the PLANT in its sole discretion.     

(b) MPC may, at any time through and including the date that is 120 days prior to the
 dollar ($1.00) 

on the Retirement Date. 
PLANT, then after the Retirement Date, FPL will continue to be responsible for costs as set forth 
in 12.01(a)(i).; and  

(c) Regardless of
shall be responsible for 50% of Decommissioning costs for the PLANT. Further, if the Agreement 
is terminated pursuant to Section 1.02, MPC shall still be authorized to undertake and direct all 
Decommissioning activities related to the PLANT and FPL shall still be responsible for payment 
of 50% of Decommissioning costs for the PLANT.   For the avoidance of doubt, if there is any 
increase in Decommissioning costs due to a change in legal or regulatory requirements applicable 
to the PLANT occurring after the Retirement Date, FPL shall be responsible for 50% of such 
increased Decommissioning Costs.  Notwithstanding the foregoing, in the event that (1) MPC 
continues to operate the PLANT after the Retirement Date, and (2) there is an increase in 
Decommissioning costs solely related to such continued operation (including due to increased use 
of commodities and production of by-products as a result of continued operation), then MPC shall 
be responsible for 100% of such increased costs.  

(d) 
become limited or terminate. However, there are provisions in this Agreement that require MPC 
to provide information and give FPL rights to review and, in some cases, approve matters. This 
includes provisions regarding Business Plans operational reports  and notifications regarding 
disputes.  For the avoidance of doubt and notwithstanding any other provisions in this Agreement, 
after the Retirement Date, such provisions shall apply only to the information and subjects that 
reasonably relate to matters for which FPL bears a portion of the financial responsibility.

(e) Notwithstanding anything in this Operating Agreement to the contrary, beginning
December 31, 2041 FPL shall have no obligation to pay any costs associated with the PLANT
except for Decommissioning costs.

12.02 Decommissioning. 

(a) Decommissioning shall take place at the direction of the Supervisory Committee after MPC
retires its interest in the PLANT.

(b) During each calendar year after Decommissioning of the PLANT has begun, and
continuing through the Term of this Agreement, the Agent will submit a Decommissioning Cost
Budget for the following calendar year to the Supervisory Committee by May 31. If any Party
objects to such Decommissioning Cost Budget, the Supervisory Committee will endeavor to
resolve such objections.  If the Supervisory Committee cannot reach agreement on the following

From and after the Retirement Date, and consistent with Section 2.07, FPL will have no 
obligation or liability for costs to operate or maintain or repair or replace the PLANT or any portion 
thereof, except for 50% of operations and maintenance costs for Common Site Facilities and 50% 
of Ordinary Course Capital Costs for Common Site Facilities,

shall be responsible for 50% of Decommissioning costs for the PLANT. Further, if the Agreement 
is terminated pursuant to Section 1.02, MPC shall still be authorized to undertake and direct all
Decommissioning activities related to the PLANT and FPL shall still be responsible for payment 
of 50% of Decommissioning costs for the PLANT.  For the avoidance of doubt, if there is any 
increase in Decommissioning costs due to a change in legal or regulatory requirements applicable 
to the PLANT occurring after the Retirement Date, FPL shall be responsible for 50% of such 
increased Decommissioning Costs.  Notwithstanding the foregoing, in the event that (1) MPC 
continues to operate the PLANT after the Retirement Date, and (2) there is an increase in continues to operate the PLANT afcontinues to operate the PLANT af
Decommissioning costs solely related to such continued operation (including due to increased use 
of commodities and production of by-products as a result of continued operation), then MPC shall 
be responsible for 100% of such increased costs. 

Notwithstanding anything in this Operating Agreement to the contrary, beginning 
December 31, 2041 FPL shall have no obligation to pay any costs associated with the PLANT
except for Decommissioning costs.
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Decommissioning Cost Budget by June 30 of each calendar year, it will refer the matter to 

Decommissioning Cost Budget for the following year in question by July 15, an objecting Party 
may submit the matter to arbitration pursuant to the terms of this Operating Agreement, provided 

Decommissioning Cost Budget must be 
submitted by October 31 of the then-current calendar year.  In the event that a dispute regarding 
the Decommissioning Cost Budget is not resolved before the year to which it applies, then the 

Decommissioning Cost Budget shall go into effect and the Parties will pay their 
allocated share of the costs incurred thereunder.  However, any such payments made by an 
objecting Party shall not prejudice the right of that Party to pursue relief in accordance with this 
Operating Agreement, including potential refunds of payments made, and any such payments 
made by an objecting party shall be reconciled following the subsequent resolution of the dispute 
in accordance with an arbitration award issued pursuant to Section 14.02. Any payments or refunds 
ordered under any such arbitration award shall be paid to the prevailing party within 60 calendar 
days.      Additionally, the Agent will notify FPL of any expected or proposed variances to the total 
amount of an approved Decommissioning Cost Budget that are in excess of $175,000 (or such 
other amount as may from time to time be established by the Supervisory Committee) so as to 
allow FPL a reasonable opportunity to determine whether or not it wishes to have such a variance 
submitted to the Supervisory Committee for review and/or to pursue relief in accordance with this 
Operating Agreement, if necessary.  

ARTICLE XIII. 
DEFAULT 

13.01 Events of Default
Agreement: 

(a) Failure by either Party to make any payment or provide a credit due to the other Party under
this Operating Agreement within thirty (30) days after receiving notice of the from the non-
defaulting-Party of such failure to make such payment or provide such credit;

(b) Failure by either Party to perform any material obligation (other than a payment obligation)
under this Operating Agreement, that is not cured within sixty (60) days of the receipt of notice
from the non-defaulting Party of such failure.

13.02 .  Whenever any Event of Default by FPL shall have 
occurred, MPC may take one or more of the following remedial steps described in this Section 
13.02. MPC shall have the right to invoke the remedies provided by this Section 13.02 at any time 
such an Event of Default has occurred and has not been cured in all material respects.  

(a) MPC may borrow, or provide itself, sufficient funds, up to an amount equal to the payments
owed to it by FPL. MPC shall be entitled to recover from FPL the amount of the funds so borrowed
or provided, plus interest thereon at a rate of tw
Event of Default shall be deemed to continue until the total amount due MPC, plus interest, is paid
to MPC.
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(b) If an Event of Default by FPL has continued for a period of six (6) months, then MPC shall
have t
not be defeated by any offer or tender made in an attempt to cure the Event of Default.

13.03 .  Whenever any Event of Default of MPC shall have 
occurred, FPL may take one or more of the following remedial steps in addition to exercising any 
other rights it may have at law, in equity or otherwise: 

(a) FPL may borrow, or provide itself, sufficient funds, up to an amount equal to the payments
owned by, and to be due under this Operating Agreement in amounts owed by FPL to MPC. FPL
shall be entitled to recover from MPC the amount of the funds so borrowed or provided, plus
interest thereon at a rate of two and one quarter percent (2.25%) per year.  MP
shall be deemed to continue until the total amount due FPL, plus interest and cure costs by the
non-defaulting Party is paid to FPL.

(b) If an Event of Default by MPC has continued for a period of six (6) months, then FPL shall
have the r
not be defeated by any offer or tender made in an attempt to cure the Event of Default.

(c) In the event a Party disputes an asserted Event of Default by it, then such Party shall pay
the disputed payment or perform the disputed obligation but may do so under protest. The protest
shall be in writing, shall precede or accompany the disputed payment or performance of the
disputed obligation, and shall specify the reasons upon which the protest is based. In the event it
is determined that the protesting Party is entitled to a refund of all or any portion of the disputed
payment or payments or is entitled to reimbursement of the cost of performing a disputed
obligation therefore made or performed, then the protesting Party shall be reimbursed such
amount with interest at plus interest thereon at a rate of two and one quarter percent (2.25%)
per year by the non-protesting Party. Notwithstanding the foregoing, if the protesting Party
disputes an Event of Default with regard to a disputed obligation and the protesting Party believes
in good faith that performing the disputed obligation would be inconsistent with the safe and
reliable operation of the PLANT or would violate a law, regulation license or permit related
to the operation of the PLANT, then the protesting Party shall include such belief in its protest
and shall not be required to perform the obligation in question.

13.04 Agreement to Pay All Costs to Cure Default. If an Event of Default should occur and a 
Party not in Default employs outside attorneys or incurs other out-of-pocket expenses for the 
collection of any payment or the enforcement of performance or observance of any condition or 
obligation on the part of the defaulting Party, or for the exercise of any other remedy hereunder, 
the defaulting Party agrees that it will, to the extent the Party not in Default is successful in such 
collection or enforcement after a final non-appealable judgment, on demand reimburse the Party 
not in default for its reasonable expenses for such attorneys and for such other reasonable expense 
incurred. No Event of Default shall be deemed cured until all costs payable under this Section 
13.04, including any attorney fees incurred by the Party not in default and payments pursuant to 
this Operating Agreement, shall have been paid or reimbursed. 

ARTICLE XIV. 
MISCELLANEOUS 
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14.01 Actions of Supervisory Committee. To the extent a Party (including any Supervisory 
Committee member, employee or such agent thereof) causes damages to property of the other 
Party in connection with the operation or maintenance of the PLANT, the Party causing such 
damages shall not, at any time or under any circumstances, have or make any claim for damages 
against the other Party (including any Supervisory Committee member, employee or such agent 
thereof) in connection with the operation or maintenance of the PLANT or for the non-delivery at 
any time of all, or any portion, of the electric energy to be made available from the PLANT, or for 
any reduction or delay in such delivery.  All claims for money damages from the aforesaid causes, 
however and whenever arising, are hereby expressly waived and released by each Party as against 
the other Party, respectively.  Provided, however, that this provision shall not be construed as 
waiving, impairing or releasing any other remedy of either Party as against the other Party for the 
enforcement of the provisions of this Operating Agreement according to its intent. 

14.02 Arbitration. Subject to Section 14.01, any controversy, claim, counterclaim, defense, 
dispute, difference or misunderstanding arising out of, or relating to, this Operating Agreement, or 
the breach therefor, shall be determined by the Supervisory Committee. Any of the above-
described situations not ultimately receiving a unanimous decision from the Supervisory 
Committee or any other matter submitted to the Supervisory Committee in accordance with this 
Operating Agreement not ultimately receiving a unanimous decision from the Supervisory 
Committee shall be decided by the Senior Officers. Matters not resolved by the Senior Officers 
shall be settled by arbitration before an arbitrator named by them or if they are unable to agree 
upon and name such an arbitrator then before three arbitrators, one of whom shall be named by 
MPC, one of whom shall be named by FPL, and the third of whom shall be named by the two 
arbitrators so named by MPC and FPL. The arbitration shall be conducted in accordance with the 
rules and expedited procedures of the American Arbitration Association then in effect, and 
judgment upon any award rendered by the arbitrators may be entered in any court having 
jurisdiction thereof. Additionally, disputes over the budgets established under Sections 2.07(d),(e) 

This provision shall survive the 
termination of this Operating Agreement. The Parties expressly agree that this provision shall 
constitute a condition precedent to the institution of any proceeding in any court relating to the 
subject matter thereof. 

14.03 Successors & Assigns.  This Operating Agreement shall inure to the benefit of and be 
binding upon the successors and assigns of the respective Parties hereto, but it shall not be 
assignable by either Party without the written consent of the other Party.  Notwithstanding the 
foregoing, either Party may be permitted to assign this Operating Agreement to an affiliate which 
is taking title, directly or indirectly, to all or substantially all of the assets of a Party or with which 
a Party is merging or otherwise being acquired, directly or indirectly. 

14.04 . It is agreed by the Parties hereto that 
any changes in present MPC operations specifically required as the result of a sale by either Party 
of any portion of its capacity and/or energy from the PLANT, outside of normal transactions within 
the Southern System, shall be the sole financial responsibility of the Party making the sale. 

14.05 Amendments. This Operating Agreement may only be amended by written agreement of 
the Parties. 
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14.06 Incorporation by Reference and Integration. Except for the August 24, 2004 
Memorandum executed by Michael W. Southern of MPC and Ronnie R. Labrato of Gulf 
regarding allocation of Common Operations and Maintenance (which is hereby incorporated by 
reference), this Operating Agreement sets forth the entire agreement and understandings of the 
Parties hereto, and this Operating Agreement supersedes and nullifies all other agreements made 
between the parties hereto with respect to the matters addressed herein. 

14.07 No Adverse Distinction. Notwithstanding any other provisions of this Operating 
Agreement, in discharging its respective responsibilities pursuant to this Operating Agreement, 
MPC, as Agent, shall not make any adverse distinction or demonstrate preference between the 
PLANT (or any portion thereof), on the one hand, and any other generating unit or common 
facilities in which it has an interest, on the other hand, because of its co-ownership of the PLANT. 

14.08 Cooperation.  The Parties and MPC, as Agent, will cooperate with each other in all 
activities relating to the PLANT, the Common Facilities, the Coal Stockpile, or any combination 
thereof, including the execution and filing of applications for authorizations, permits and licenses, 
fuel procurement and the execution of such other documents as may be reasonably necessary to 
carry out the provisions of this Operating Agreement.  

14.09 Availability of Records.  

(a) In furtherance of its duties as Agent, MPC shall also keep and maintain appropriate PLANT
records in accordance with applicable
the extent that the Florida Public Service Commission requires FPL to retain records for longer
periods of time than MPC would retain such records, then, upon written request from FPL, MPC
shall pr ,
on or prior to the date that MPC disposes of such records.

(b) At the request of FPL, MPC, as Agent, will during normal business hours make available
to FPL (and its duly authorized agents and representatives) books, materials, and records to allow
it to identify the costs and expenditures attributed to the PLANT or any portion thereof, or as
needed to satisfy requests from governmental authorities, or otherwise.  To the extent that MPC
claims privilege over any such books, materials, and records FPL, as applicable, shall be required
to enter into a reasonable and customary common interest or joint defense agreement as a condition
to receiving such books, materials, and records, provided that FPL and MPC have sufficient
commonality of interest to justify a joint defense agreement.

14.10 Environmental Matters. 

(a) The Parties acknowledge and agree that MPC, as Agent, shall manage, control, operate and
maintain the PLANT, including the units and the Common Facilities, pursuant to this Operating
Agreement and in all material respects in compliance with environmental laws, and regulations,
and shall have the authority to and shall use reasonable best efforts to obtain and maintain all
federal, state and local environmental permits and other approvals necessary to operate the PLANT
and shall substantially comply with all conditions, limits, standards and restrictions contained in
or associated with such permits or approvals. As part of its responsibilities under this Section
14.10, MPC and/or one of its affiliates shall provide the Designated Representative and Alternate
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Designated Representative required by the Clean Air Act.  FPL and MPC shall confirm the 
selection of such Designated representative and Alternate Designated Representative through a 
separate writing. 

(b) Within ten (10) Business Days following receipt by the Agent thereof, the Agent shall 
provide the Supervisory Committee with copies of any written notice from any governmental 
authority of competent jurisdiction over environmental laws and regulations regarding violations, 
noncompliance, claims, enforcement actions, or litigation or the explicit threat thereof, or from 
any other third party of environmental litigation or the explicit threat thereof, in any case or matter 

ntative, 
MPC, for itself and as Agent for FPL shall inform the requesting Site Representative of any 
communications of which it is aware with the relevant governmental authority or third party that 
is threatening litigation pertaining to the matters described in this Section 14.10(b), unless the 
Agent has already provided such information to the Supervisory Committee or the requesting Site 

 

(c) The Agent will provide a report to the Supervisory Committee of any negotiations it has 
with environmental regulators of any environmental matters affecting the PLANT.  With regard 
to consent orders or settlements that will require the Parties to expend an aggregated amount of at 
least $250,000, the Supervisory Committee shall have the right to and, at the reasonable request 
of the Agent, shall approve or disapprove such consent orders or settlement agreements necessary 
to resolve any administrative or judicial action involving matters relating to such environmental 
compliance. The Agent shall present a recommended course of action relating to the subject matter 
of any material negotiation, consent order, or settlement to the Supervisory Committee upon the 
reasonable request of any member of the Supervisory Committee. 

(d) MPC, for itself and as Agent for FPL, shall have a continuing obligation to notify the 

e, or of any material 
changes or modifications to the PLANT, which construction, installation, additions, changes or 
modifications could reasonably be expected to affect the compliance status of the PLANT (or any 
portion thereof) in any material respect, or which could reasonably be expected to result in material 
additional costs, whether capital expenditures, operation and maintenance costs, or regulatory fees, 
to Parties relating to the installation or modification of environmental control equipment, or to 
operational changes required to maintain environmental compliance.  Plans for any such additional 
facilities shall be submitted to the Supervisory Committee and each Party shall have the right to 
dispute whether the addition is consistent with Prudent Utility Practice in accordance with the 
terms of this Operating Agreement, provided, however, that a Party shall not have the right to raise 
such a dispute unless that Party will be allocated and responsible for a portion of any costs 
associated with the addition.  Each Party shall have the right, in its sole discretion, to disapprove 
any new or replacement generation facilities or other significant facilities of any kind, whatsoever, 

under this subsection where the proposing Party 
expects the other Party to pay for any portion of any costs associated with the addition.  

(e) Until the Dispatch Procedures become effective, each Party shall be entitled to and shall 
hold all right, title and interest in and to a pro rata shar
ownership interest in the PLANT) of any and all Allowances (as hereinafter defined) previously 
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allocated to the PLANT pursuant to the Federal Clean Air Act, as now or hereafter amended, and 
any regulations now or hereafter promulgated pursuant thereto. Thereafter, each Party shall be 
entitled to and shall hold all right, title and interest in such future grant of Allowances based upon 
the basis upon which such Allowances have been granted. ing 
set forth in the Clean Air Act. Each Party shall be solely responsible for providing any Allowances 
required to operate the PLANT in compliance with the Clean Air Act, as amended, and any 

are of the total required 

Committee shall develop an Allowance Agreement for determining the Allowance obligations of 
each Party for annual Allowance compliance. 

(f) The Agent shall not use, treat, store, dispose, or recycle, at the PLANT any Environmental 
Material (as hereinafter defined) in amounts or under circumstances requiring notification of, or a 
permit, license, or approval from any Governmental Authority of competent jurisdiction, unless 
such Environmental Material was generated at the PLANT or is needed for the generation of 
electric power at the PLANT. For the avoidance of doubt, and consistent with past practice at the 
PLANT, Environmental Materials that are used at the PLANT or at other generation owned by a 
Party located either on PLANT property or adjacent property may be stored at the PLANT. For 
purposes of this Subsection 14.10(f
radioactive material, petroleum, petroleum products, petroleum fractions, petroleum distillates, 
and any substance, material, effluent, or waste designate as hazardous under the Comprehensive 
Environmental Response Compensation, and Liability Act and amendments thereto, or designated 
as toxic or hazardous or otherwise regulated under the Toxic Substances Control Act and 
amendments thereto, the Resource Conservation and Recovery Act and amendments thereto, the 
Clean Water Act and amendments thereto, the Clean Air Act and amendments thereto, the MS Air 
Quality Act and amendments thereto, the MS Hazardous Waste Management Act and amendments 
hereto, or the MS Water Quality Control Act and amendments thereto.  

(g) MPC, as Agent for FPL, shall have no liability to FPL for any environmental matters except 
for violations by MPC, as Agent for FPL, of its express obligations under this Article XIV. 

14.11 Safety.  The Parties acknowledge and agree that in the management, control, operation and 
maintenance of the PLANT, each Unit, and the Common Facilities pursuant to this Operating 
Agreement, MPC shall at all times take all reasonable precautions for the safety of employees on 
the work and of the public, and shall comply with all applicable provisions of federal, state, and 
municipal safety laws and building and construction, codes, including, all regulations of OSHA.

14.12 Management and Operating Audits.  No more frequently than once every twelve (12) 
months, each Party shall 

through its duly authorized agents or representatives. For the avoidance of doubt, requests for 
access to specific books and records pursuant to Section 14.09 shall not be considered an audit. 

14.13    The Agent shall cooperate with any audit and, subject to the applicable regulations of 
any governmental authority having jurisdiction shall give the auditing Party reasonable access to 
all contracts, records, and other documents to the extent that they relate to the PLANT or any 
portion thereof.   
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14.14 On-site Observation and Inspection. 

(a) Each Party, at its own cost, shall be entitled to have a Site Representati Site
Representative
determined by the Party. Reasonable office space and facilities shall be made available to such
Site Representatives. A Party desiring to have a Site Representative shall provide written notice to
MPC of the name of such individual. Subject to reasonable safety and operational considerations,
a Site Representative shall have the right to review expenditures, and records, inspect equipment,
advise on repairs required for equipment, review the progress of outages, attend outage meetings,
review maintenance and operating practices and procedures and otherwise observe all activities at
the PLANT.  In addition, each Site Representative shall, upon request, be provided reasonable

(b) In addition to its designated Site Representative, a Party may have other authorized
representatives, including, outside consultants, visit the PLANT site, provided that such visits shall
be s
shall not be required if the representative is an employee of a Party or one of its affiliates.

14.15 Right to Copies.  Subject to the provisions of 14.09 hereof, any Party shall each be entitled 
to copy any and all (i) contracts, books, records, reports and other documents and papers to which 
such Parties, their respective officers, employees, duly authorized agents or representatives and 
consultants is permitted access, or which MPC has agreed shall be available for audit, under the 
terms of this or any other agreement with the Parties, and (ii) any and all architectural, engineering 
and design drawings and specifications that have been or shall hereafter be prepared in connection 
with the PLANT, the Coal Stockpile, or any combination thereof. The Parties (other than MPC) 
shall use any such copy, the information contained therein, or both, only in the exercise of their 
respective rights and obligations under this Operating Agreement; neither Party (other than MPC) 
may sell or otherwise transfer any such copy or the information contained therein to any person or 
entity except that, a Party may provide such copies or disclose their contents to its respective 
mortgagees, secur
authorized representatives; and neither Party (other than MPC), their respective officers, 
employees, agents, representatives, consultants, mortgagees nor security deed holders may use any 
such copy or the information contained therein in connection with any other generating plant or 
for the benefit of any other person or entity.

14.16 Confidentiality of Information. 

(a) Notwithstanding any other provision of this Operating Agreement, certain contracts,
records, drawings, data or other documents or information relating to the duties of the Agent with
respect to the PLANT the Coal Stockpile or any combination thereof have been, or in the future
may be, designated as proprietary, confidential or Proprietary Information
Party or ii) a third party that has imposed upon the Party receiving such information an obligation
not to disclose to any other person or entity without the express approval of such supplier.  Neither
Party may disclose, provide access to or permit copying of any Proprietary Information without
the express approval of the person or entity designating any such material as proprietary, privileged
or confidential (it being understood that the disclosing Party shall reasonably cooperate in
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obtaining such consent or approval) and that any such disclosure to the Parties shall be in 
accordance with all of the terms of any such approval. 

(b) The Parties shall be permitted to produce and disclose Proprietary Information if required 
by subpoena or other binding process of an administrative agency or other Governmental Authority 
or otherwise required by law; provided, however, that prior to such production such Party shall 
use its best reasonable and good faith efforts to resist such subpoena or other process or shall 
request the party propounding such subpoena or demand to allow the disclosing Party a reasonable 
delay to seek a protective order. In the event that production of such Proprietary Information is 
nevertheless required, the Party so producing such Proprietary Information, shall request that such 
Proprietary Information be accorded confidential treatment to the extent such treatment is available 
from the forum having propounded the subpoena or other process. 

14.17 Notices. Except as expressly required otherwise in this Operating Agreement, all 

-mail or similar electronic transmission) and 
shall be sent, delivered, mailed or addressed: 

If to MPC, to: 

Michael Smith 
Mississippi Power Company 
Vice President and Senior Production Officer 
2992 West Beach Boulevard 
Post Office Box 4079 
Gulfport, MS 39502-4079 
Tel 228-474-3155 
mwsmith@southernco.com 
 

with a copy to: 
 
Jim Heilbron 
Senior Vice President and Senior Production Officer  West Production Group 
600 18th St N P O Box 2641 
Birmingham, AL 35203-2206 
 
 
If to FPL, to: 
 
Scott E. Brown 
Florida Power & Light Company 
700 Universe Boulevard 
Juno Beach, FL 33408 
Scott.E.Brown@nexteraenergy.com 
Tel: 906-614-2103 
with a copy to: 
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VP PGD Fossil Operations and Pipelines Florida Power & Light Company 
700 Universe Boulevard 
Juno Beach, FL 33408 
 

Each such Notice shall be given (a) by mail (postage prepaid, registered or certified mail, return 
receipt requested), (b) by hand delivery, (c) by nationally recognized courier service, or (d) by 
email, receipt confirmed via reply of the intended recipient (with a confirmation copy to be sent 
by first class mail, hand delivery or nationally recognized courier service).  Each such Notice shall 
be effective (i) if mailed, if delivered by hand or by internationally recognized courier service, 
when delivered at the address specified in this Section 14.17 (or in accordance with the latest 
unrevoked written direction from the receiving Party) and (ii) if given by email, when such email 
is delivered to the address specified in this Section 14.17 (or in accordance with the latest 
unrevoked written direction from the receiving Party), and the appropriate confirmation is 
received; provided, that Notices received on a day that is not a Business Day or after 5:00 p.m. 
Eastern Time on a Business Day will be deemed to be effective on the next Business Day. 

14.18 Environmental Costs.  

(a) Until the earlier of the IIC Exit Date or the effective date of the Dispatch Procedures, the 
Parties shall be responsible, in proportion to their respective ownership interests, for 
Environmental Costs to the extent that they arise as a result of the operation of the PLANT.

(b) Beginning with the earlier of the IIC Exit Date or the effective date of the Dispatch 
Procedures, the Parties shall be responsible, in proportion 
a monthly basis, for Environmental Costs that are properly classified as Operating Costs and are 

includes materials and reagents such as limestone. For the avoidance of doubt, the Parties shall be 
responsible for Environmental Costs that are not covered by this Section 14.18(b) as  1) Operating 
Costs and/or 2) Decommissioning Costs in accordance with the other terms of this Agreement.. 

14.19 Project Resources. MPC, as Agent, agrees not to utilize resources of the PLANT for the 
benefit of any third party without obtaining the prior written approval of the other Parties.  This 
restriction shall apply only to (a) equipment and supplies that MPC, as Agent, purchased for use 
at the PLANT and the cost of which was charged to the Parties, and (b) professional services of 
individuals who are listed on the payroll of the PLANT. MPC, as Agent, shall collect the 
appropriate reimbursement for the benefit of the Parties of an allocated portion of the cost of all 
PLANT resources sold, leased or otherwise utilized for the benefit of third parties pursuant to this 
Section 14.19. This provision is not intended to limit the authority of MPC, as Agent, to assign 
their respective internal resources to the PLANT and to bill the Parties therefor in accordance with 
the procedures of this Operating Agreement.

14.20 Press Release. If either party is intending to issue a public statement or press release 
regarding any operational issue, compliance matter or claim related to the PLANT of any part 
thereof, such Party shall provide the other Party a reasonable opportunity to review and provide 
comment to such public statement or press release, which such comments will be given good faith 
consideration for inclusion in such public statement or press release. 

Until the earlier of the IIC Exit Date or the effective date of the Dispatch Procedures, the 
Parties shall be responsible, in proportion to their respective ownership interests, for Parties shall be responsible, in proportion to their respective ownership interests, for Parties shall be responsible, in proportion to their respective ownership interests, for Parties shall be responsible, in proportion to their respective ownership interests, for Parties shall be responsible, in proportion to their respective ownership interests, for Parties shall be responsible, in proportion to their respective ownership interests, for Parties shall be responsible, in proportion to their respective ownership interests, for Parties shall be responsible, in proportion to their respective ownership interests, for Parties shall be responsible, in proportion to their respective ownership interests, for Parties shall be responsible, in proportion to their respective ownership interests, for Parties shall be responsible, in proportion to their respective ownership interests, for Parties shall be responsible, in proportion to their respective ownership interests, for 
Environmental Costs to the extent that they arise as a result of the operation of the PLANT.

(b) Beginning with the earlier of the IIC Exit Date or the effective date of the Dispatch 
Procedures, the Parties shall be responsible, in proportion 
a monthly basis, for Environmental Costs that are properly classified as Operating Costs and are 

includes materials and reagents such as limestone. For the avoidance of doubt, the Parties shall be 
responsible for Environmental Costs that are not covered by this Section 14.18(b) as  1) Operating 
Costs and/or 2) Decommissioning Costs in accordance with the other terms of this Agreement.. 
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14.21 Severability.  If any provision of this Operating Agreement is determined to be void, 
unlawful, or otherwise unenforceable, that provision shall be severed from the remainder of the 
Operating Agreement, and replaced automatically by a provision containing terms as nearly like 
the void, unlawful, or unenforceable provision as possible, or otherwise modified in such fashion 
as to preserve, to the maximum extent possible, the original intent of the Parties, and the Operating 
Agreement, as so modified, shall continue in full force and effect. 

14.22 Interpretation; Certain Terms
 Agreement (including the Exhibits and Schedules to this 

Operating Agreement) as a whole and not merely to a subdivision in which such words appear 

tatement that it follows to the 

in reference to a liability or other matter, means that the liability or other matter referred to is 
included in part or excluded in part, with the portion included or excluded determined based on 
the portion of such liability or other matter exclusively related to the subject or period. The word 

ty to any other 

to any legislation or to any provision of any legislation shall include any amendment to, and any 
modification or reenactment thereof, any legislative provision substituted therefor and all 
regulations and statutory instruments issued thereunder or pursuant thereto (provided, that for 
purposes of any representations and warranties contained in this Operating Agreement that are 
made as of a specific date, references to any statute shall be deemed to refer to such statute and 
any rules or regulations promulgated thereunder as amended through such specific date). 

lude in 

expressly specified. 

14.23 Governing Law. All matters arising from or relating to this Operating Agreement 
shall be construed in accordance with and governed by the laws of the State of Mississippi without 
giving effect to its conflict of laws provisions.   

14.24 Counterparts.  This Operating Agreement may be executed in multiple counterparts (each 
of which will be deemed an original, but all of which together will constitute one and the same 
instrument). Signatures to this Operating Agreement transmitted by facsimile transmission, by 

intended to preserve the original graphic and pictorial appearance of a document, will have the 
same effect as physical delivery of the paper document bearing the original signature. 
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SCHEDULE I 
PLANT DANIEL BUSINESS PLAN OUTLINE 

I. Performance Data: 

A.  Net generation in megawatt-hours. 

B. Equivalent availability as defined by NERC-GADS. 

C. Unplanned outage rate as defined by NERC-GADS.

D.  Predicted annual net heat rate. 

E.  Peak period continuous rating test. 

II. Estimated Staffing Levels (in full-time equivalents): 

A. Total number of Plant Daniel personnel. 

B. Plant Organizational Chart.

C. Number of personnel by classification assigned to the Daniel units. 

D.  Number of personnel assigned to major systems or departments supporting 
Common Facilities. 

E.  Changes in staffing levels from the previous year with an explanation.  

III. Operating Funding Budget Estimate and Capital Budget Estimate: 

A.  Salary expenses, including, changes from previous year. 

B. Percent of overtime anticipated by each Plant Daniel department. 

C. Line item cost estimates for recurring operating and maintenance expenses by 
Funding Category and location. 

D.  Line item cost estimates for each nonrecurring operating and maintenance expense 
by Funding Category and location. 

E.  Detail cost break down of operating and maintenance expenses by the following: 

1. Location  Offsite or On-site 

2. Unit  Originating allocation location 

3. Project Type 
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4. ECO/ECRC

5. Account 502[Need to get specific citation]

6. Labor Resource Type

7. PRCN

8. PRCN Description

9. RT

10. RT Description

11. Activity

12. Activity Description

13. EWO

14. EWO Description

15. PROJ

16. PROJ Description

17. FERCSUB

18. FERCSUB Description

19. BWO

20. BWO Description

21. AI

22. AI Description

23. Maximo Work Order

24. Maximo Work Order Description

F. Line item cost estimates for capital expenditures not covered in item IV below,
including, (i) blanket work orders for such items as furniture, supplies, vehicles,
etc., (ii) specific capital purchases of large items including, engineering and labor,
and (iii) units of property in a form agreed to by the Parties.
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G.   

H.  Accrual based and cash-based cash flow of expenditures by month. 

I.  Overheads, and any administrative and general expenses, as a percentage of the 
direct support for the applicable facility specified by category. 

IV. Overhaul and Planned Outage Description and Schedule 

A.  Impact on expected annual availability. 

B.  Rolling five-year scheduled outage plan. 

C. Line item cost estimates for overhaul and planned outages. 

D.  Description of work. 

E.  Length of outage. 

V. Fuel Plan Estimate: 

A.  Amount of coal to be purchased and its cost. 

B. Amount of coal to be burned. 

C. Amount of oil to be purchased. 

D.  Amount of oil to be burned. 

E.  Railcar maintenance. 

F.  Fuel handling costs. 

G.  Inventory level. 

H.  Dates of coal stockpile survey. 

I.  Dates of scale calibration and test. 

VI. Estimate of Waste/By-products: Volume to be sold, if any, and anticipated resulting 
revenues. 

VII. Materials and Supplies Inventory Estimate 

VIII. Unit Improvement and Modifications:

A.  Recommendations on any staffing, design or equipment modifications which MPC 
has identified or which have been given to MPC by either of the Plant Daniel Parties 
for evaluating as potentially improving performance and/or reducing cost. 
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B. Description of modifications including, total cost and, for those projects where 
MPC standard procedures require a cost/benefit study, benefit with the necessary 
payback period based on financial assumptions obtained from MPC and FPL. 

C. Schedule for completion of design modifications. 

D.  If the modification is for the benefit of the Plant Daniel Common Facilities and a 
cost/benefit study is furnished, indicate the cost and savings portions that would 
apply directly to each Party. 

IX. Safety and Compliance Goals 

X. Major Organization Cultural Initiatives 
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SCHEDULE II 
MONTHLY OPERATING REPORT 

Topics for the operating report shall include the following: 

I. Bulk Material Effectiveness:

A. Cost per ton to handle coal, to the extent available.

B. Cost per ton to store by-products, if applicable.

II. Financial:

A. Net generation (expected versus actual).

B. Cumulative net generation expected versus actual for the calendar year.

C. Dollars per net megawatt-hours shown separately for O&M and fuel costs
(expected versus actual).

D. Auxiliary power megawatt-hours (actual).

E. Overtime (budgeted versus actual).

F. Number of Actual Personnel

G. Plant Personnel by ECCR/NONECCR and assigned location

H. Contractor FTEs

I. Materials (actual).

J. Capital Budget Funding Category line items (budgeted versus actual).

K. Operating Budget Funding Category line items (budgeted versus actual).

III. Availability/Reliability:

A. Monthly availability.

B. 12 Month rolling equivalent availability.

C. Capability.

D. Capacity Factor.

E. 12 month rolling capacity factor.

IV. Performance (Reported as tests are performed--report on most recent test).
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A.  Average monthly net heat rate. 

B. Average monthly net operating heat rate. 

V. Outages: 

A.  Full or partial forced outages during the month, including, reason, megawatt-hour 
capability curtailed, remedy, if any, and preventative measure taken to prevent 
reoccurrence, if any. Copies of root cause analysis. 

B. Planned outages summary including, overhaul status. 

VI. Safety Performance

A. Recordable injuries (current month) 

B. Total medical treatment cases 

C. Restricted workday cases (current month) 

D. Recordable incidence rate (YTD) 

E. Year-to-date lost workday cases 

F. Lost workday incidence rate 

G. Contractor Recordable injuries 

H. Vehicle accidents (current month) 

I. Vehicle accidents (YTD) 

VII.  

A. Environmental Reportable events (YTD) 

B. Environmental Reportable events (current month) 

C. Monthly NOx emissions (lbs./mmbtu). 

D. 24 Month rolling NOx emissions (lbs./mmbtu). 

E. Monthly SOx emissions (lbs./mmbtu). 

F. 24 Month rolling SOx emissions (lbs./mmbtu). 

G. 60 Day rolling Hg emissions (lbs./Tbtu) 
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SCHEDULE III 
COMMON FACILITIES 

1. Fee Simple Land 
2. Site Improvements 
3. Cooling Pond 
4. Water Storage Pond 
5. Retention Pond 
6. Ash Disposal Pond 
7. Chemical Waste Storage Pond 
8. Track System 
9. Trestles
10. Site Fire Protection System 
11. Turbine Building
12. Steam Generator Building 
13. Control Room 
14. Control Building 
15. Maintenance Equipment Storage House 
16. Computer Room 
17. Service Building 
18. Warehouse 
19. Water Treatment Building 
20. Training Building 
21. Emergency Generator Building 
22. Precipitator Control House 
23. Fire Protection Building 
24. Service Water Chlorination House 
25. Security Building 
26. Waste Water Treatment Control House
27. Fire Protection Transformer House 
28. Air Compressor House 
29. Fuel Pump House
30. Sewage Treatment Facility 
31. Environmental Monitoring Facilities
32. Fuel Analysis Facilities 
33. Utility Trench 
34. Waste Water Treatment System 
35. Sluice Water Return Pump Building/Structure 
36. Lifting System, Pulverized Coal Firing System 
37. Oil Handling and Firing System 
38. Lighter Oil System

SCHEDULE III
COMMON FACILITIES
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39. Auxiliary Boiler System
40. Blowdown System
41. Stack
42. Coal Handling System
43. Coal Handling Service Building
44. Coal Handling Unloading Control House
45. Coal Handling Garage
46. Coal Handling Switchgear House
47. Coal Handling Crusher House
48. Coal Handling Truck Weighing House
49. Coal Handling Transfer House
50. Coal Preparation Laboratory
51. Fuel Handling Fire Protection System
52. Wet Ash Handling System
53. Dry Ash Handling System
54. Dry Ash Storage Facilities
55. Steam Generator Hoist
56. Control Air System
57. Treated Water System
58. Service Water System
59. Filtered Water System
60. Water Sampling and Analysis System
61. Nitrogen System
62. Chemical Wash System
63. Chemical Waste Treatment System
64. Limestone Handling & Preparation System
65. Flue Gas Desulfurization, Make-up Water System
66. Gypsum Slurry System
67. Flue Gas Desulfurization, Return Water System
68. Flue Gas Chemical Injection System
69. Generator Cooling and Purge System
70. Cooling Water System
71. Turbine Overhead Crane
72. Rotor Pedestal, Lifting System
73. Oil Storage and Transfer Facilities, Lube Oil System
74. Raceway System-Buildings
75. Site Ground System
76. Metering and Relaying, Centralized Plant Control System
77. Steam Generator Control System, Centralized Plant Control System
78. Auxiliary Boiler Control System, Centralized Plant Control System
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79. Coal Handling Control System, Centralized Plant Control System 
80. Central Plant Control Console, Centralized Plant Control System 
81. SO2 Removal Control system, Centralized Plant Control System 
82. Computer System 
83. Local Racks and Panels 
84. Distribution System, D.C. System 
85. Battery System, D.C. System 
86. D.C. Inverter, D.C. System 
87. Generator, Emergency Generator System 
88. Generator Drive, Emergency Generator System 
89. Fuel Storage and Supply System, Emergency Generator System 
90. Distribution System, A.C. System 
91. Transformer System, A.C. System 
92. Intrasite Communication System
93. Compressed Air System 
94. Central Vacuum Cleaning System 
95. Plant Support Equipment 
96. Plant Welding System 
97. Plant Heating, Ventilating, and Air Conditioning System 
98. Plant Washdown System 
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SCHEDULE IV
COMMON SITE FACILITIES 

1. Cooling Pond
2. Water Storage
3. Storm Water System
4. Retention Pond
5. Black Creek Facilities
6. Ash Disposal Ponds & Landfills
7. Gypsum Storage Facility
8. Gypsum Waste-Water Ponds (provided, however, that FPL shall only be responsible for

Ordinary Course Capital Costs associated with the deep wells and shall not be
responsible for O&M costs associated with the deep wells).

9. Chemical Waste Storage Pond
10. Site Fire Protection System
11. Turbine Building
12. Steam Generator Building
13. Service Building and Roads
14. Warehouse
15. Water Treatment Building
16. Emergency Generator Building
17. Fire Protection Building and Equipment
18. Fire Protection Transformer House
19. Service Water Chlorination House
20. Security Infrastructure
21. Waste Water Treatment Control House
22. Fire Protection Transformer House
23. Air Compressor House
24. Fuel Pump House
25. Sewage Treatment Facility
26. Environmental Monitoring Facilities
27. Fuel Analysis Facilities
28. Sluice Water Return Pump Building/Structure
29. Stack, Wet and Dry
30. Coal Handling Service Building
31. Coal Handling Unloading Control House
32. Coal Handling Garage
33. Coal Handling Switchgear House
34. Dry Ash Storage Facilities
35. Site Ground System
36. Distribution System, D.C. System

SCHEDULE IV
COMMON SITE FACILITIES
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37. Battery System, D.C. System
38. D.C. Inverter, D.C. System
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SCHEDULE V 

DANIEL 1&2 FPL DISPATCH PROCEDURES 

These procedures are intended as a guide to the dispatch of the jointly owned, Plant Daniel Units 
1 and 2 for the period beginning with the earlier of the IIC Exit Date or August 1, 2022 until the 
Retirement Date.  Although the procedures in these procedures will not be effective until the 
earlier of the IIC Exit Date or August 1, 2022, FPL and MPC agree to cooperate in good faith to 
take such actions prior to such time as may be required to allow these procedures to be 
implemented immediately upon the effective date of such withdrawal.  These procedures contain 
system operations procedures covering the commitment, start-up and operation of Units 1 and 2 
as well as general information about the operational characteristics of Units 1 and 2 as each 
relates to systems operation and dispatch. These procedures also contain start-up costs and cost 
tracking procedures for Units 1 and 2. In the event of a conflict between these procedures and the 
terms of the Amended and Restated Operating Agreement for Plant Daniel Units 1 and 2, these 
procedures shall control. 

The information contained in these procedures does not purport to cover all possible scenarios 
that might arise during the operation of Unit 1 and 2, but is intended to provide useful, practical 
guidelines for the day to day dispatch and control of Unit 1 and 2 as a part of the owners' 
coordinated power systems. The procedures and guidelines contained herein may only be 
modified by the written agreement of all Owners of Unit 1 and 2. 

List of Joint Owners   Ownership Percentages 

Mississippi Power Company (MPC)    50% 

Florida Power & Light Company (FPL)                  50% 

These dispatch procedures and all rights to schedule energy from Daniel Units 1 and 2 shall 

and 2 as determined pursuant to the retirement notice letter from Marlene Santos to Anthony 
Wilson dated January 15, 2019 (i.e., on January 15, 2024 or such earlier time as FPL and MPC 
mutually agree).    

Capitalized terms not otherwise defined in these procedures shall defined as set forth in the 
Amended and Restated Operating Agreement for Plant Daniel Units 1 and 2.  Further, references 
to FPL in these procedures includes any affiliates designated by FPL to take dispatch and 

 

FPL Balancing Authority Area (BAA) refers to the combined BAA of the current FPL Power 
portion of the Southern BAA and the existing FPL BAA which will be combined when FPL exits 
the Southern BAA. 

FPL will schedule energy from Daniel Unit 1 and 2 to the FPL BAA as normal fixed interchange 
per NERC/NAESB/OATT requirements and the requirements of the Southern BAA and the FPL 
BAA. 
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FPL is responsible for procuring all transmission to facilitate delivery of energy from Daniel 
Unit 1 and 2 to the FPL BAA. 

FPL is responsible for any transmission losses resulting from the delivery of Daniel Unit 1 and 2 
energy from the facility to the load sink. The losses from the Daniel point of receipt to the 
SOCO/FPL point of delivery will be governed by the Southern Company Open Access 
Transmission Tariff (OATT) and subject to the provisions of Attachment V.  Under Attachment 
V loss rates will be calculated every two years.  The current Southern Company Transmission 
loss rate for energy is 2.2 percent. 

General Provisions: 

Availability 

The amount of capacity and energy available to FPL shall be based on the availability of Daniel 
Unit 1 and 2.  If the units are derated FPL will be entitled to schedule their ownership share 
(50%) of the available capacity.  If one unit is unavailable, FPL may schedule Block 1 only.  If 
both units are unavailable, FPL may not schedule Block 1 or Block 2 energy.  If one or both 
units are derated the limits for Block 1 and/or Block 2 will be adjusted accordingly in proportion 
to the derate. 

Station Service 

Offline Station Service: When either one or both of Daniel Unit 1 or 2 are not online and not in 

offline state. MPC shall provide its share of the offline station service from other supply 
resources available to MPC in the Southern BAA.  FPL shall supply its share of offline station 

service obligation as described below.   

If FPL chooses an energy payback schedule, FPL will be provided its hourly share of offline 
station service on a daily basis.  FPL shall provide an hourly payback schedule equal to its hourly 
offline station service obligation plus transmission losses as applicable for the day as specified in 
the offline station service notice. FPL shall provide payback energy from the FFPL BAA by the 
next calendar day after it is notified of its offline station service obligation.   

If FPL chooses to purchase its share of offline station service from MPC, it will be priced at the 
hourly Associated Interchange Energy Rate (AIER) as defined in the Southern Company 
Intercompany Interchange Contract (or its successor) on file with the Federal Energy Regulatory 
Commission and will be billed as part of the joint ownership billing process. 

Start-up Station Service: When Daniel Units 1 and 2 are in startup and consuming more than the 
normal offline station service, the amount of station service above the offline station service will 
be deemed startup station s
annually for a point of reference, but a manual review process will be used for financial 
settlement of station service or for determining the amount of payback energy per a payback 
process agreed to by the parties. 
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Information will be available to determine if the unit is in a startup process and which owner/s 
are committing the units. The startup station service shall be allocated to the party or parties 
committed in the unit for the startup.  If both parties are committing in the unit, the startup 

MPC shall provide its share of the startup station service from other supply resources available to 
MPC in the Southern BAA. 

Startup station service will be included with offline station service and provided to FPL.  FPL 
will either include the startup station service in its payback schedule with offline station service 
or purchase the startup station service from MPC at AIER.

Commitment Cost 

who commits into the unit shall be responsible for 100 percent of the commitment costs for the 
unit/s physically committed. 

If either owner commits into Daniel Unit 1 or 2 after the Units are started to serve the other 
owner, the owner who joins the commitment of the Units will be responsible for its ownership 
share of the commitment costs. 

Block Schedule Requirements: 

The following 
and energy: 

Notice and run time parameters: 

36-hour notice to commit for each unit (under normal circumstances) and begin block schedules

Under certain circumstances (i.e., experiencing wet coal, staffing delays, or other special 
circumstances), the actual notice to commit and schedule may be longer than 36 hours; the 
commitment notice requirement will be communicated to FPL. The communication process will 
include the plant staff notifying Fleet Operations of any plant conditions that would increase the 
notice requirement.  The commitment notice requirement will be updated in the online 
scheduling tool contemplated for FPL to submit their block schedules.   If the condition impacts 
an upcoming FPL schedule, this will also be communicated verbally.   

initiation of a new energy schedule for an Energy Block or a part thereof, regardless of whether 
accommodation of such schedule requires the start-up of a Unit. 
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With each commitment, FPL will provide a non-binding hourly estimate of the planned dispatch 
of the committed block for the duration of the expected schedule 

In the event that FPL commitment(s) necessitate both Units being started within less than 12 
hours of each other, starting the second unit will require an additional 12 hours to start and 
therefore, Block 2 schedules may not begin until 12 hours after the Block 1 schedule begins. 

48-hour minimum run time per start 

96-hour maximum run time per start 

24-hour de-commit notice if de-commitment desired prior to 96-hour max run time 

-
the termination of a new energy schedule, regardless of whether accommodation of such 
termination requires the shutdown of a Unit. 

24-
must be at least 48 hours) and schedule must be extended in 24-hour increments 

168-hour minimum down time between schedules 

The total scheduled hours shall not exceed 528 hours per calendar year (prorated for any partial 
year) excluding ramp hour schedules.  For the avoidance of doubt, any hour where Energy Block 
1 or Energy Block 1 and 2 are scheduled count as one hour towards the annual hours limit.  
Energy Block 1 must be scheduled at maximum to allow a non-zero Energy Block 2 schedule. 

Energy Scheduling: 

Ramp Energy: 

MPC will provi
the hours prior to the first hour of a new block schedule.  FPL shall schedule the ramp energy to 
the FPL BAA by preparing a NERC/NAESB e-tag for the provided ramp energy profile.  

the hour/s following the last hour of a block schedule.  FPL shall schedule the ramp energy to the 
FPL BAA by preparing a NERC/NAESB e-tag for the provided ramp energy profile.  

FPL will be responsible for all differences between actual generation and the tagged generation 
under their imbalance service agreement 

FPL will commit and schedule energy in two Energy Blocks: 

Energy Block 1 shall have a maximum of 250 MWs and a minimum of 150 MWs. 

Energy Block 2 shall have a maximum of 165 MWs and a minimum of 50 MWs. 

If FPL maintains sufficient high BTU coal to support a submitted schedule, the maximum of 
Energy Block 2 shall be 250 MWs. 
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Energy Block 2 can be dispatched during the same time period as Energy Block 1, provided that 
Energy Block 1 has been scheduled for the maximum of 250 MWs.  

The MW amounts for the Energy Blocks are based on the Plant Daniel Units 1 and 2 ratings as 
of January 1, 2022.  If the ratings change, the Parties shall cooperate to agree upon adjustments 

 

FPL may change ongoing energy schedules upon a 2-hour intra-day notice. FPL may modify 
schedules with less than 2-
Scheduling Provisions section below. 

of Plant Daniel Units 1 and 2, the owners shall be allocated 50% of the output, provided 
however, if such allocation would result in allocating more energy to FPL than it scheduled, then 
FPL will be allocated the amount of energy it scheduled and the balance will be allocated to 
MPC.    

Hourly scheduling shall be in 50 MW Block increments, except that the last tranche of Energy 
Block 2 may be scheduled in amount other than 50 MWs in order to schedule the maximum 
available capacity of the block.  

Special Circumstance Scheduling Provisions  

Special circumstances may occur during a FPL Block schedule period that result in intra-hour 
schedule changes.  The event types that may result in intra-hour schedule changes are detailed 
below: 

Transmission / Reliability Coordinator / Balancing Authority Schedule Adjustments 

Tarif, NERC/NAESB standards and will be implemented as defined in normal congestion 
management practices. NERC/NAESB e-Tag adjustments made for the operating events defined 
in this document will be made via market tag adjustment as defined by NAESB Business 
Practices.  Emergency Energy will be managed in accordance with the Balancing Authority 
Agreement between Southern Company Services and Florida Power & Light Company.    

Defined Events  

MPC or its agent Initiated Adjustments (Assumes FPL is the tag author) 

Unit De-rate or Trip 

If a Plant Daniel Unit 1 or Unit 2 trips or is de-rated and FPL has an active energy schedule and 
NERC/NAESB e-tag, MPC via its agent will notify FPL or provide the real-time limits of the 
new facility limit(s) based on capability (zero for a unit trip).  NEE/FPL shall modify the 
NERC/NAESB e-tag to reflect the new limit at the next available scheduling window per the 
Southern Company Transmission General Business Practices 
OASIS site) and FPL BAA business practices to minimize any imbalances between the unit 
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generation and the NERC/NAESB e-tag / schedule. The current Southern Company 
Transmission General Business Practices allow market tag changes on the ¼ hour with 20 

circumstances warrant (including whether it can be done in accordance with applicable reliability 
standards) such action.  

FPL Initiated Adjustments 

Generally, FPL should schedule energy from Daniel Unit1 and 2 two hours ahead per the Energy 
Scheduling provision of this agreement.  However, under certain operating events, schedule 

notice including intra-hour changes may be requested by FPL. 
All adjustments are subject to the Southern Company Transmission General Business Practices 
for NERC/NAESB tag adjustments.  The following are qualifying events for short notice 
schedule changes: 

A qualifying DCS event for the FPL BAA per NERC standards  

The loss of the North Florida Resiliency Connection 161 kV transmission line between the 
former Gulf territory and FPL 

FPL BAA declares a NERC EEA 1 or greater 

Special Circumstances: 

Certain operating scenarios require the co-owners to take their ownership share of the actual 
generation from the Daniel Unit 1 and 2. Daniel Unit 1 and 2 are on manual control when 
operating under special circumstances and normal scheduling is suspended. Owners can request 
that Plant Daniel Unit 1 and 2 personnel consider a postponement of the special circumstance. 
An owner can request, from the other owner, all energy associated with the special circumstance 
except for baseload station service. Otherwise, the owners have no control over Daniel Unit 1 
and 2. Special circumstances include but are not limited to the following: 

Heat Rate test (as required for diagnostic testing). 

Unit operation for non-discretionary tests (environmental and performance tests). 

Unit operation for freeze protection.

Fuel pile management 

After major planned maintenance outage (Units 1 and 2  must be started, tested, and made ready 
for load dispatch). 

FPL will be provided an estimate of its share of generation for special circumstances to facilitate 
its scheduling its ownership share of generation resulting from Special Circumstances.  FPL shall 
schedule and tag its share of generation and will be updated with any changes to the expected 
generation. 
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For clarification, Daniel Unit 1 and 2 must be committed and/or dispatched to provide area 
and/or system protection for the Southern Company transmission system from time to time.  
When these events occur all Daniel Unit 1 and 2 generation will be allocated to MPC unless FPL 
has an active energy schedule during the period Daniel Unit 1 and 2 are providing transmission 
support. 

Fuel Burn Allocation: 

Startup Fuel: 

Startup fuel shall be allocated to each owner that commits or schedules energy from Daniel Units 
1 and 2 during a commitment period. 

If only one owner receives energy from the units during a commitment period, that owner shall 
pay 100 percent of the startup fuel costs for that commitment period. 

If both owners receive energy from the units during a commitment period, the owners shall pay 
their ownership share of the startup fuel expenses. 

All Other Fuel Costs: 

When only one owner is committed in Daniel Units 1 and 2, all fuel burn and generation shall be 
allocated to that owner. 

If both owners are committed in 
with the remaining generation and associated fuel burn allocated to MPC. 

The fuel burn allocation will be calculated as follows when both owners are committed in one or 
both units: 

The total h

The total hourly fuel burn will be allocated to each party based on their share of the actual net 

only one owner is committed in the units, will be summed for the month 

 the month as a percent of total fuel burn by 

burn percentage share to the volume and cost of actual fuel burned at Units 1 and 2. 
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Special considerations when FPL is the only committed owner: 

FPL will receive their scheduled energy from Daniel Units 1 and 2 via a NERC eTag which will 
determine the interchange between the Southern BAA and the FPL BAA for each hour of the 

closely as possible, imbalances (differences) will likely occur between the actual net output from 
Daniel Units 1 and 2 and the FPL NERC eTag. 

The sections below provide the process for reconciling any imbalances between actual 
generation and schedules to ensure FPL is properly assigned cost for all energy received and is 
properly compensated for Daniel generation FPL is assigned cost for but does not receive: 

If Units 1 and 2 do not generate sufficient energy to serve the FPL block schedule/NERC eTag, 

smission service agreement since the energy was 
supplied by other Southern Company generation resources.  FPL will only be charged for fuel 
burn associated with the actual energy generated from Units 1 and 2 and will be charged for the 
remaining energy to serve their schedule through the imbalance provisions of the transmission 
service agreement. 

If Units 1 and 2 generate more energy than the FPL schedule/NERC eTag, FPL will have excess 
generation in the Southern BAA from Daniel Units 1 and 2.  FPL will be allocated the fuel burn 

revenue for the excess Daniel generation under the imbalance provision of their transmission 
service agreement to offset that cost. 

Other Provisions:   

NEE will be provided start costs, availability, indicative unit energy prices and current commit 
- Contract Energy 

-based 
and 2 (communicate unit availability, enforce block scheduling constraints, communicate ramp 
profiles, etc.).   

The physical interchange of energy from Daniel Unit 1 and 2 to the FPL BAA will be 
accomplished via an approved NERC/NAESB e-tag which reflects the Daniel Units 1 and 2 
usage documented in CES.  FPL shall be responsible for preparing all NERC/NAESB e-tags 
required to receive Daniel Unit 1 and 2 energy. 
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SCHEDULE VI
JOINT OWNERSHIP ACCOUNTING PROCEDURES 

 

[PAGE INTENTIONALLY LEFT BLANK]
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BILL OF SALE 

This Bill of Sale and Access Agreement (this "Agreement") is entered into as of February 15, 2024 
(the "Effective Date"), by Florida Power & Light Company, a Florida corporation ("Seller"), in favor of 
Mississippi Power Company, a Mississippi corporation ("Buyer"). 

1. Conveyance. For good and valuable consideration in the amount of $12,540,137.17, the
receipt and adequacy of which Seller hereby acknowledges, Seller hereby irrevocably sells, assigns, 
transfers, conveys, grants, bargains, and delivers to Buyer, all of its right, title, and interest in and to the 
stockpile of bituminous and sub-bituminous coal, as further described in Exhibit A (Stockpile Description) 
attached to and made a part of this Agreement (the "Stockpile"). Buyer shall take possession of the 
Stockpile at the location as described in Exhibit B and Seller shall have no obligation or duty to otherwise 
move, transport or deliver the coal contained in the Stockpile. Additionally, for good and valuable 
consideration in the amount of $121.77, the receipt and adequacy of which Seller hereby acknowledges, 
Seller hereby irrevocably sells, assigns, transfers, conveys, grants, bargains, and delivers to Buyer, all of 
its right, title, and interest in and to the limestone ("Associated Limestone") stored at the plant as described 
in Exhibit A and Seller shall have no obligation or duty to otherwise move, transport or deliver the Associated 
Limestone stored at the plant. 

2. Use of the Stockpile Area. In connection with the conveyance described herein, Seller
grants Buyer the right to use the portion of space currently being used by Seller to store the Stockpile (the 
"Stockpile Area") and Associated Limestone, as necessary to utilize, replenish, and maintain the 
Stockpile, including, without limitation, all rights of unimpeded access, ingress, egress, and no other 
licenses, conveyances, or approvals, are required to enable Buyer access to and use of the Stockpile 
Area, as further described in Exhibit B ( Stockpile Area Description) attached to and made a part of this 
Agreement. 

3. Representations and Warranties. Seller represents and warrants that Seller is conveying
good and valid title to the Stockpile and Associated Limestone free and clear of all encumbrances, debts, 
mortgages, attachments, pledges, charges, claims, and liens of any kind. Seller represents and warrants 
that Seller holds title to the Stockpile Area; has all requisite corporate power to enter into this Agreement; 
and all third-party permits, consents, filings, or approvals necessary to make these agreements valid, 
including, without limitation, the agreements set forth in Section 2 ( Use of the Stockpile Area) have been 
obtained. 

4. Disclaimer of Warranties. EXCEPT FOR THE WARRANTIES SET FORTH IN SECTION 3
(Representations and Warranties) ABOVE, THE SALE OF THE STOCKPILE AND ASSOCIATED 
LIMESTONE IS "AS-IS" AND SELLER MAKES NO REPRESENTATION OR WARRANTY WHATSOEVER 
WITH RESPECT TO THE GOODS, INCLUDING ANY (a) WARRANTY OF MERCHANTABILITY; OR (b) 
WARRANTY OF FITNESS FOR A PARTICULAR PURPOSE; WHETHER ARISING BY LAW, COURSE 
OF DEALING, COURSE OF PERFORMANCE, USAGE OF TRADE, OR OTHERWISE. BY ACCEPTING 
THIS BILL OF SALE, BUYER ACKNOWLEDGES THAT IT HAS NOT RELIED ON ANY 
REPRESENTATION OR WARRANTY MADE BY SELLER, OR ANY OTHER PERSON ON SELLER'S 
BEHALF, EXCEPT AS SPECIFICALLY PROVIDED IN THIS Agreement. 

5. Limitation on Damages. NOTWITHSTANDING ANYTHING TO THE CONTRARY IN
THIS AGREEMENT, IN NO EVENT SHALL EITHER PARTY BE LIABLE TO THE OTHER PARTY FOR 
ANY CONSEQUENTIAL, EXEMPLARY, PUNITIVE, REMOTE, OR SPECULATIVE DAMAGES OR LOST 
PROFITS. 

6. Further Assurances. Seller, for itself and its successors and assigns, hereby covenants
and agrees that, at any time and from time to time on Buyer's written request, Seller will do, execute, 
acknowledge, and deliver or cause to be done, executed, acknowledged, and delivered, all such further 
acts, deeds, assignments, transfers, conveyances, powers of attorney, and assurances as may be 
reasonably required by Buyer in order to (a) assign, transfer, set over, convey, assure, and confirm unto 
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and vest in Buyer and its successors and assigns title to the Stockpile and Associated Limestone sold, 
conveyed, and transferred by this Agreement and (b) grant Buyer with the rights of access to the Stockpile 
Area and Associated Limestone as provided in the Agreement. 

7. Billing. Buyer shall make payment within five (5) Business days to the account of Seller
designated below: 

 

 

 

 

 

8. Governing Law. This Agreement is governed by, and construed in accordance with, the
laws of the state of Mississippi, without regard to the conflict of laws provisions thereof to the extent such 
principles or rules would require or permit the application of the laws of any jurisdiction other than those of 
the state of Mississippi. 

9. Counterparts. This Agreement may be executed in counterparts, each of which shall be
deemed an original, but all of which together shall be deemed to be one and the same agreement. A signed 
copy of this Agreement delivered by e-mail, or other means of electronic transmission shall be deemed to 
have the same legal effect as delivery of an original signed copy of this Agreement. 

[Remainder of Page Intentionally Left Blank; Signature Page Follows] 
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Beginning Balance (FP&L) 
Purchases (FP&L 0.00% of PRB) 
FP&L Adjustment 
Aerial Adjustment (FP&L) 
Total Available 
Issues (FP&L) 

Ending Balance (FP&L) 

FPL Daniel Limestone Usage 2023 

Tons Value 

!As of Dec 31, 2023 1 I $121. 77 

EXHIBIT A 

� 

4 

TONS RATE DOLLARS 

142, 109.58� J 88.2238951 12,537,460.63 
0.000 0.000000 2,676.54 

0.00 0.000000 0.00 
0.000 0.000000 0.00 

142,109.580 88.242729 12,540,137.17 
0.00 88.242729 0.00 

142,109.58 88.242729 12,540,137.17 
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EXHIBIT B STOCKPILE DESCRITION 

Stockpile Area: Approximately 1 Million square feet coal ground storage area. 
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6. Billing. Buyer shall make payment within five (5) Business days of the Payment Amount
in full (without any deductions) to the account of Seller designated below: 

 

 

 

 

 

7. Governing Law. This Agreement is governed by, and construed in accordance with, the
laws of the state of Mississippi, without regard to the conflict of laws provisions thereof to the extent such 
principles or rules would require or permit the application of the laws of any jurisdiction other than those of 
the state of Mississippi. 

8. Counterparts. This Agreement may be executed in counterparts, each of which shall be
deemed an original, but all of which together shall be deemed to be one and the same agreement. A signed 
copy of this Agreement delivered by e-mail, or other means of electronic transmission shall be deemed to 
have the same legal effect as delivery of an original signed copy of this Agreement. 

[Remainder of Page Intentionally Left Blank; Signature Page Follows] 

2 
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Gulf Power· 

BY OVERNIGHT DELIVERY 

Mr. Anthony Wilson 
,, Chairman, President and CEO 

Mississippi Power Company 

P. 0. Box 3079

Gulfport, MS 39502

Re: Plant Daniel Retirement Notice 

Dear Mr. Wilson: 

January 15, 2019 

Marlene Santos 

President 

In accordance with Section 12.02(a) of that certain Amended and Restated Plant Daniel Operating 

Agreement, dated as of January 1, 2019, by and between Mississippi Power Company (MPC) and Gulf 

Power Company (GPC), we hereby notify you of our intention to retire GPC's fifty percent (50%) undivided 

interest in Plant Daniel on January 15, 2024 or such earlier time as GPC and MPC mutually agree, it being 

the desire of GPC to retire its interest as early as practicable. 

Please feel free to contact me directly with any questions. 

Sincerely, 

Gull Power Company 

One Energy Place. Pensacola, Florida 32520-0100 

Florida Power & Light Company 
Docket No. 20240155-EI 
Staff's First Data Request 
Request No. 2 
Attachment 6 of 8 
Page 1 of 1



·' 

{ 
\ 

Gui: Power Company 
,5 Nortn Pace Boulevard 
Po$t O!iice Box 1151 
Pensaco:a. F!orida 32520 
Telepnone 90-1-434-8384 

Earl V. Lee 

Con!rc!!er 

,..--August 19., 1981

\.·/·· . .  

Mr. H. E .  Blakeslee 
Mississippi Power Company
Post Office Box 4079 
Gulfport, MS 39501 

Dear Ed: 

rhe sou!hern eteci1ic system 

Re: Plant Daniel Operating Agreement 

Attached is a copy of the uvictor J. Daniel, Jr. 
Electric Generating Plant Operating Agreement" which you sent
for signature. It has been properly signed by Mr. Addison 
and attested by Mr. Unruh. 

By copy of this letter I am furnishing Mr. Unruh,
our Corporate Secretary, with our copy for filing in the 
Corporate files. 

I appreciate so vary much your help in bringing
this project to a conclusion. Should you need additional
information; please let me know. 

' 

�· 
Earl V. Lee 

EVL:pl 

cc/enc: Messrs. E. R. Unruh 
A. E. Scarbrough 

be/enc: Messrs. E. B. Parso��G. 0. Layman-� 
M. L. Gilchrist v/Jt. 

J. C. Engel, Jr. 

w. A. Pugh 
G. A. Fell, Jr.

be: Messrs. R. P. Price 
R. P. Gaines
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VICTOR J. DANIEL, JR. ELECTRIC GENERATING PLANT 

OPERATING AGREEMENT 

( 
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MISSISSIPPI POWER COMPANY AND GULF POWER COMPANY 
OPERATING AGREEMENT 

DANIEL ELECTRIC GENERATING PLANT 

WHEREAS; as provided for in a letter of agreement dated July 28, 1976, 
("Memorandum Agreement"), Gulf. Power Company ("Gulf" or "Owner") and 
Mississippi Power Company ( "MPC"or "Owner") are the owners each of a 50% 
undivided interest each as tenants in common of a steam electric generating 
plant (except- that, as to the investment in the boiler (Account 312) for Unit 
2, Gulf has invested an amo� slightly in excess of 50% by reason of 
accounting requirements with respect to costs incurred in testing Unit 2 prior 
to its commercial operatio,n) · at a location adjacent to the Pascagoula River 
approximately ten miles north of the City of Pascagoula, Jackson County 
Missisippi; and 

WHEREAS, plant consists of two 500 MW generating units, cooling lake, 
coalcars, and associated step-up transmission substation and related 
facilities within the substation (all of which, other than the high voltage 
transmission line, being known as the Daniel Electric Generating Plant, and 
referred to herein as "PLANT"); and 

WHEREAS, the first of the generating units, was placed in commercial 
operation on September 7, 1977, and the second on June 1, 1981; and 

WHEREAS, the cor.ipletion of Gulf's acquisition of its 50% undivided 
interest in the entire PLANT occurred at the time of initial commercial 
operation of  Unit 2, as of which date Gulf and MPC desire that the 
effectiveness of this operating agreement will commence; and 

WHEREAS, Gulf and HPC desire to provide for the terms and conditions 
pursuant to which MPC will, from and after June 1, 1981 operate and maintain 
the entire plant as agent for Gulf with respect to its interest and for 
itself; 

NOW, THEREFORE, in consideration of the premises and of the mutual 
covenants hereina-fter provided, the parties do hereby agree as follows: 

TERM 

Section 1.1 This contract shall become effective as of June 1, 1981, and shall 
remain in full force and effect until cancelled as of the end of any calendar 
month by e·ither party upon one year's written notice given to the other party; 
provided however, that notwithstanding any other provisions hereof, this 
contract shall be cancelled to the extent and from the time that performance 
hereunder may be rendered unlawful because of any valid rule, regulation or 
order of any governmental agency having jurisdiction in the premises. 
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ARTICLE II 
OPERATION 

Section 2,1 The chief executive officers of HPC and GULF shall appoint a 
Supervisory Committee, consisting of tw� members, One member shall be 
designated by MPC and the other by GULF, Each Supervisory Committee member 
shall designate one or more alternates, with full power to act as and in his 
place, Such appointments shall be in writing, Successors to Supervisory 
Conmittee members, and alternates, shall be designated and appointed in the 
same manner. Any Supervisory Committee member, or alternate, may at any time 
be removed as such, by the designating party. The Supervisory Committee shall 
review and approve all matters relating to the operation and maintenance of 
the PLANT and related additions and retirements, in accordance with, and 
pursuant to this contract, All questions arising between the parties under 
this contract shall be resolved .by unanimous concurrence of the Supervisory 
Conmittee members, or alternates, with or without a meeting, and shall be 
controlling on the parties hereto. 

Section 2,2 GULF hereby appoints MPC as its agent, with the right to employ 
s·uch employees and sub-agents as MPC may require. MPC agrees, on its own 
behalf and as agent for GULF, to operate, maintain and make additions to and 
retirements from PLANT, to obtain materials, including fuel, and services as 
required therefor. MPC shall make all payments required in connection with 
any of the foregoing, keep all necessary books of record, books of account and 
menoranda of all transactions involving PLANT and make daily, monthly and 
annual calculations and computations on behalf of the respective OWNERS on the 
same basis for each and in such manner as to enable each to conform, where so 
required, to the Uniform System of Accounts prescribed by the Federal Energy 
Regulatory Commission for Public Utilities and Licensees ( "Uniform System of 
Accounts"), to the rules and regulations of such Commission and of the 
Securities and Exchange Commision under the Federal Public Utility 
Holding Cor.ipany Act (the "ACT"), and to the valid rules, regulations and 
requirements of all regulatory bodies having jurisdiction thereof. MPC shall 
perforr.i all necessary invoicing and other actions on behalf of the respective 
OWNERS as may be required as an incident to any of the foregoing, all in 
accordance with and subject to the provisions of this contract. 

Section 2.3 Subject to the applicable rules, regulations, and procedures 
established by and determinations of the Supervisory Committee provided for in 
Section 2.1 hereof, the PLANT will be operated and maintained and related 
additions and retirements made in accordance with prudent utility practice and 
in cooperation with the power system coordinators and other duly authorized 
agents of MPC and GULF to the end that PLANT will be operated to the mutual 
advantage of. MPC and GULF in accordance with their respective rights. 

Section 2.4 GULF shall have the right, at such reasonable times as it deems 
appropriate during the term of this contract, and any extensions thereof, and 
for as long thereafter as the books, records and memoranda referred to in 
Section 2.2 hereof shall be preserved, to inspect all such books, records and 
menoranda and to make such audits thereof as it may deem necessary to protect 
its interests. 
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Section 2� 5 - MPC will be responsil:>le for obtaining an adequate supply of each 
type of fuel. MPC and GULF equaiized their respective investment in the fuel 
stock (quantities and dollar amounts) as of June 1, 1981. Fuel procedures 
will be developed, subject to approval of the Supervisory Collll!littee, that will 
comply with the fuel management procedures of MPC. and GULF. Among th� items 
these procedures will cover, but not to be limted to, are the following: 

1. Ownership
2. Allocation of Fuel Burn
3. Allocation of Fuel Purchases
4. Inventory Adjustment,sJ 

Section 2.6 - MPC will furnl'sh GULF with MPC management approved fuel budgets, 
operation and maintenance budgets, capital budgets and maintance schedules as 
they become available. 

Section 2.7 - The Supervisory Committee shall adopt rules, regulations and 
procedures to be observed with respect to the operation of the Plant. The 
initial rules, regulations, and procedures will be completed by October 1, 
1981. 

ARTICLE III 
APPORTIONMENT OF CAPACITY AND ENERGY 

Section 3.1 MPC and GULF shall each be entitled to 50% of the total available 
capacity of PLANT, as such capacity shall exist from time to time. Each party 
shall be entitled to dispatch generation within its capacity entitlement, 
provided, however, that the total dispatched generation of both parties shall 
not at any time be less than the mimimum generation permissible for safe· 
operation of the generating units, as determined by the Supervisory 
Committee. Each party will be charged with their proportional share of the 
energy dispatched from the PLANT. Unless and until otherwise agreed by the 
OWNERS, the dispatching of generation provided for herein shall be done on 
behalf of each of the OWNERS by Southern Company Services, Inc. as its agent 
through the Power Coordination Office thereof. 

ARTICLE IV 
WORKING CAPITAL 

Section 4:1 The OWNERS shall provide the funds required for use as Working 
Capital so as to make possible that, MPC, acting on its own behalf and as 
agent of GULF, shall make payments therefrom in the proportions provided in 
Articles VI. GULF shall provide its share of such funds as provided in 
Article VII hereof, by making cash available to MPC for expenditures made or 
expense incurred by HPC as GULF's agent. On the termination of this contract 
any funds so provided by GULF to HPC shall be returned by MPC to GULF except 
to the extent that they shall have been expended or obligated for the purposes 
of this contract or shall be represented by investment in existing materials 
and supplies including fuel in which Gulf has a proportionate ownership 
interest. 
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Florida Power & Light Company 
Docket No. 20240155-EI 
Staff's First Data Request 
Request No. 2 
Attachment 7 of 8 
Page 5 of 13



I 
! 
I 

i 

I· 

I( 
I ' -

i 

.. ti 

(:
!

/ 

( 

ARTICLE V 
MONTIILY COST STATEMENT AND CHARGES 

Section S. l As soon as p1·acticable, after the end of each calendar month 
beginning with the month of June, 1981, GULF shall furnish to MPC a statement 
of any administrative or other expense (of the character referred to in 
Section 5.3 as apprortionable under and pursuant to this contract) incurred or 
paid by GULF, other than through MPC as its agent and properly chargeable to 
operation, maintenance or additions to or retirements of PLANT, including any 
costs referred to in Section 10.2 hereof. Such expense and cost shall be 
included, as appropriate, in the cost statements hereinafter provided for in 
this Article V. 

Section 5.2 As soon as practicable, after the end of each calendar month 
beginning with the month of June, 1981, MPC shall render to GULF a statement 
of account showing the amounts recorded for the preceding month reflecting: 

(a) Any payment received by GULF or MPC referred to in Section 11.2
hereof;

(b) The net cost of any additions to or retirements of PLANT, classified
in conformity with said Uniform System of Accounts, including for 
information the cost of property thus replaced, its salvage value
and the cost of removal, and any charges or credits to the cost of
any such additions or retirements pursuant to Articles X and XI;

(c) The expense of operation and maintenance of PLANT classified in 
accordance with said Uniform System of Accounts and further divided
into "Capacity Cost" and "Energy Cost" as de fined in Section S.3 and
5.4. Supplemental definitions and explanations will be provided in
the procedures required by Section 2,7 hereof.

Section 5.3 "Capacity (Fixed) Cost" shall be the sum of the following actual 
operation and maintenance expenses, determined on a monthly basis: 

(a) Fixed operation, fixed maintenance, administrative and general
actual expenses applicable to PLANT as defined by the Supervisory
Committee.

(b) Federal and State payroll and employment taxes applicable to PLANT;

(c) Premiums on employee group insurance applicable to PLANT;

(d) Pension plan accruals applicable to PLANT;

(e) Net costs incurred pursuant to Articles X and XI hereof;

(f) Expenses and costs set forth in the statement received from
GULF pursuant to Section 5.1 hereof; and

(g) It is the intent of the OWNERS that so far as possible all
ad valorem, franchise, business or other like taxes arising out of
the ownership and operation of PLANT shall be separately levied and
assessed against the OWNERS severally and that each such OWNER shall
be responsible for and pay to the appropriate taxing authority all
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such taxes so levied and ··assessed against it without any responsi­
bility of the other OWNER with respect thereto and without the 
amounts thereof being paid and apportioned between the OWNERS under 
and pursuant to the provisions hereof. To the extent, however, if 
any, that taxes may be levied on or assessed against PLANT, or its 
operation, or the OWNERS in such a manner as, in the opinion of the 
Supervisory Committee, to make impossible or inequitable the 
carrying out of the foregoing intent, then such taxes shall be 
considered and paid by MPC, acting on its own behalf and as agent 
for.GULF, as a part of the expense of operating PLANT to be 
apportioned betwe�- the OWNERS under and p_ursuant to this contract 
and, except as provided in Section 5.4 (c) hereof, shall be included 
in "Capacity Cost·'·� 

Section 5. 4 ''Energy (Variable). Cost" shall be the sum of the following actual 
�peration and maintenance expenses, determined on a monthly basis: 

(a) Total delivered cost of each party's owned fuel burned at PLANT.

(b) Provision for variable operation and maintenance expenses and in­
plant fuel handling expenses equal to the actual charges to PLANT
included in specific steam power generation expense accounts (or
sub-accounts maintained thereunder) of said Uniform System of
Accounts.

(c) All taxes on or measured by the amount of generation to the extent
such taxes are, under the provisions of Section 5.3 (g) hereof, to
be paid and apportioned between the OWNERS under and pursuant to
this contract,

Section 5,5 Materials and supplies consumed at the PLANT and services used in 
connection with the operation, maintenance and additions to and retirement of 
PLANT shall be recorded by HPC in the accounts referred to in Section 2, 2 
hereof and shall be reflected in determinations of Working Capital pursuant to 
Section 4,1 hereof at the actual cost thereof, including any applicable taxes 
thereon, Each month MPC shall purchase sufficient fuel for its own account 
and as agent for GULF such that each will own equal amounts (both tons and 
gallons) at the beginning and end of each month, 

Section 5.6 - GULF will be responsible for reimbursing MPC for an allocate·d 
share of MPC's adminstrative costs. The allocation method and billing 
procedures. will be devloped in accordance with Section 7, 2 hereof, 

ARTICLE VI . 
APPORTIONMENT OF EXPENSES 

Section 6.1 The expenses incurred during or accrued for each calendar month in 
operating and �aintaining PLANT and for additions to and retirements of PLANT, 
as shown by the cost statements described in Article V hereof, shall be 
apportioned therein between MPC and GULF �s follows: 

-5-

Florida Power & Light Company 
Docket No. 20240155-EI 
Staff's First Data Request 
Request No. 2 
Attachment 7 of 8 
Page 7 of 13



( 

" 
,' 

1. The net cost of additions to and retirements of PLANT and "Capacity
Cost'', as defined in Section 5.3 hereof, shall be so apportioned between
MPG and GULF such that MPG shall bear 50% thereof and GULF 50% (except
that, as to the investment in the boiler (Account 312) for Unit 2, GULF
has invested an amount slightly in excess of 50% by reason of accounting
requirements with respect to costs incurred in testing Unit 2 prior to
its commercial operation).

2. The "Energy Cost", as defined in Section 5. 4 hereof, shall be apportioned
between MPC and GULF in the same proportion as the net kilowatt-hours
generated for the account of each OWNER from PLANT in such month·bears to
the total net kilowatt hours generated in such month· as defined in
Article III.

ARTICLE VII 
PAYMENT AND ADJUSTMENT OF CHARGES 

Section 7.1 GULF shall establish an account for the purpose of providing 
funds for the payment of GULF's proportionate share of expenditures in 
accordance with the ·provisions of this agreement, MPC, as Gulf's agent, shall 
have power to draw on this account for Gulf's proportionate share of said 
expenditures, The methods and anounts shall be determined in accordance with 
the accounting procedures as developed pursuant to Section 7.2. 

Section 7. 2 MPC and GULF will develop written accounting procedures to effect 
the billing to GULF by MPC and the payments by GULF to MPC for GULF's 
proportionate share of the expenditures. These procedures will establish · 
raethods to insure that each Company pays its·share and does not cause an 
unfair burden on the other and that Gulf receives proper credit for amounts 
withdrawn from the account established according to Section 7.1 above. These 
procedures may be revised and amended as necessary. 

Section 7.3 In the event either party should dispute or question the accuracy 
of any cost statement furnished pursuant to Article V hereof or the conformity 
of same to the provisions hereof, GULF shall nevertheless discharge its 
obligation under Section 7.1 hereof. Such settlement will not be deemed to 
bar either party from claiming a readjustment of such statement. 

Section 7.4 In the event any such dispute occurs, it shall be settled by the 
parties hereto unless either party shall refer it to the Supervisory Committee 
for settlement, in which case the decision of the Supervisory Committee shall 
be binding upon the parties. If the Supervisory Committee cannot reach a 
decision, the dispute will be settled in accordance with the provisions of 
Section 12,3 of this agreement. 

Section 7, 5 If it shall be determined that either OWNER has paid r.\Ore or less 
than its proper portion of the costs and expenses of PLANT for �he month 
covered by any such statement, an appropriate correction shall be made by NPC 
by proper credit or charge, as the case may be, on or before the monthly 
stateraent next succeeding the date on which such determination was made. 
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Section 7.6 All claims for adjustment and correction of any such cost 
statement raust be made by HPC or GULF, as the case may be, within sixty days 
after receipt of such statement, but the failure to request adjustment or 
correction thereof shall not be deemed to bar either party from challenging 
the methods used in preparing such sta..:ements insofar as such methods affect 
subsequent m onthly statements. 

ARTICLE VIII 
�RVICE AND CONDITIONS 

Section 8.1 The PLANT wil'l. be operated in parallel with the Mississippi Power 
Company System and the integrated Southern Company System and the voltage 
shall be �aintained on the high voltage substation buses as required for 
system conditions on the Mississippi Power Company System and coordinated with 
the Southern  System as :a whole. 

ARTICLE IX 
METERING 

Section 9.1 The capacity and energy delivered from PLANT to MPC and GULF 
shall be measured by suitable metering equipment at generator voltage. 

Section 9.2 Energy losses in the power transformer stepping-up from generator 
voltage to transmission voltage and energy losses in station service power 
transformers shall be apportioned between MPC and GULF .on a basis to be 
determined by the Supervisory Committee. 

Section 9.3 Power and energy flows between the GULF and MPC systems at the 
PLANT shall be measured by suitable metering equipment. Since the 
tran smission systems of GULF and MPC are interconnected through the Southern 
interconnected system, there may be a flow of electric capacity and energy 
bet ween the two systems across the point of interconnection on the high 
voltage bus of the PLANT. This flow of electric capacity and energy, flows at 
designated interconnection points, and the allocation of PLANT generation 
between GULF and MPC as described in Article Ill shall be accounted for in a 
manner consistent with the accounting of power flows at other interconnection 
points such that each OWNER is properly credited for all energy generated for 
his account. 

Section 9.4 The type and location of the netering equipment referred to in 
Section 9.1, 9.2 and 9.3 hereof shall be subject to the approv�l of the 
Supervisory Committee. 

Section 9.5 Daily records shall be compiled by MPC with copies being sent to 
GULF and to the Power Coordination Of fice of Southern Company Services, Inc. 
and to any designees thereof, showing by clock-hour intervals for each 24 hour 
day the load (expressed in both megawatts and megavars) of PLANT and total 
loads to NPC and to GULF and, in addition, data as to the gross output 
of  PLANT by units, station service requirements, and such other related data 
as may be specified by the Supervisory Committee. This data will be 
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distributed to GULF and Southern Company Services, Inc. on a schedule to be 
developed and maintained as part of the procedures required by Section 5.7, 

Section 9,6 In case of stoppage or failure of any metering apparatus, the 
determination of el�ctric energy quantities normally measured thereby shall be 
made from any duplicate metering equipment in service or by such other means 
as the Supervisory Committee may decide upon, 

Section 9, 7 All meters referred to in this Article shall be sealed. Meters 
shall be tested and calibrated at least once every twelve months by MPC, or at 
more frequent intervals if deemed advisable by the Supervisory Committee. 
Notice of each such test shall be given to  GULF so that its representative may 
attend such test. 

Section 9,8 Any meter tested and found to be inaccurate by one-half of one 
percent (0,5%) or more on light load or full load tests, either fast or slow, 
shall be adjusted or replaced, If any meter is found to be inaccurate by one 
percent (1.0%) or more on full load test, either fast or slow, all readings 
previously taken by such meter shall be corrected accordingly for the period 
durin g which the meter was known to have been inaccurate, b ut no such 
correction shall be retroactive to a date more than thirty (30) days prior to 
the date on which such inaccuracy shall have been discovered, unless the 
actual date on which the inaccuracy first occurred can be determined and 
agreed upon by the Supervisory Committee, in which case, the correction shall 
be retroactive to the actual date. All such corrections are subject to 
approval of the Supervisory Committee, 

ARTICLE X 
LIABILITY AND DAMAGE 

Section 10,1 Liability to employees of MPC engaged in the operation and 
maintenance of PLANT pursuant and applicable hereto under any Federal or State 
workmen's compensation law will be satisfied by MPC and included in Capacity 
Cost as provided in Sectio·n 5, 3 hereof. Liabilities of this· character arising 
from additions to or retirements of PLANT will be satisfied by MPC and 
included in the statement rendered by MPC to  GULF pursuant to Section 5,2 
hereof. 

Secti on 10. 2 Any costs incurred by either OWNER attributable to liability for 
damages to persons (including employees of GULF) or property arising out of 
the performance of the agreement, the cost of which is to be paid and 
apportioned under this contract, will be reflected in Capacity Cost as 
provided in Section 5. 3, to the extent that such work relates to operation or 
maintenance of PLANT; otherwise such costs will be reflected in the statements 
rendered pursuant to Section 5.1 or Section 5,2 hereof. 

Section 10.3 Damages to property of any nature whatsoever shall be, subject to 
approval by the Supervisory Conmittee, repaired or the damaged facilities 
replaced by MPC, acting on its own behalf and as agent for GULF, and 50% of 
the net cost of such repairs or replacement will be apportioned to GULF, 
pursuant to Section 6.1 hereof and paid by GULF under and pursuant to the 
provisions hereof and 50% shall be so apportioned to and paid by MPC as 
principal. 
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. ARTICLE XI 
INSURANCE 

Section 11.l HPC and GULF shall arrange for property, casualty and surety 
insurance coverages applicable to PLANT. Such insurance shall be placed with 
insurance carriers approved by the Supervisory Committee and through agents 
similarly approved. The amounts and types of coverages shall likewise be 
approved by the Supervisory Committee. Premium payments shall be made with 
respect to each policy by MPC and/or GULF each in accordance with its 
interest. 

/ 
Section ll.2 Subject to a1>pl,Jc;able provisions of the OWNERS mortgages, GULF 
shall make available to MPC as its agent any amounts recovered by GULF 
pursuant to such policies, and such amounts, together with any amounts 
recovered by MPC under the insurance coverage on PLANT, shall be shown as 
credits to the applicable. accounts, as may be appropriate. Each OWNER, 
promptly upon receipt of 'any such payment shall forthwith so notify the other. 

ARTICLE XII 
MISCELLANEOUS 

Section 12.1 Notwithstanding anything elsewhere herein contained, the term 
"PLANT" shall not include high voltage transmission lines or facilities 
associated therewith (such lines and facilities being sometimes referred to 
herein as "EXCLUDED FACILITIES"), provided that such EXCLUDED FACILITIES are 
to be connected with the step-up substation constituting part of PLANT and the 
positions thereof on PLANT are subject to the approval of the Supervisory 
Committee. Each OWNER is entitled to use PLANT throughout its useful life for 
the construction, ownership, maintenance, and operation by such OWNER of such 
EXCLUDED FACILITIES as are necessary and appropriate for its transmission of 
power and energy from PLANT as contemplated herein, and such EXCLUDED 
FACILITIES of each OWNER shall be the separate property of such OWNER free and 
clear of any claim or interest of the other OWNER whether arising out of the 
tenancy in common relationship of the OWNERS as to PLANT or otherwise. In 
furtherance of the foregoing, each OWNER has granted and delivered or will 
grant and deliver to the other OWNER from time to time an easement, or 
easements, free and clear of the lien of the indenture of mortgage of the 
grantor, for the use by such other OWNER of the grantor's interest in PLANT 
for the construction, o�mership, maintenance, and operation by such other 

· OWNER of its EXCLUDED FACILITIES at the positions approved by the Supervisory
Committee as aforesaid, the terms of such easements being the useful life of 
PLANT.

Section 12,2 Inasmuch as MPC and the Supervisory Committee in acting
hereunder, are intended simply as instrumentalities of the OWNERS for their
operation and maintenance of PLANT, it is expressly understood and agreed that
neither OWNER shall at any time, or under any circumstances have, nor make,
any claim for damages against the other OWNER or any Supervisory Conunittee
member on account of da�ages to property, if any, resulting from any act or
omission of such OWNER, Supervisory Committee member, or any employee or agent
thereof, in connection with the operation and maintenance of PLANT or for the
�on-delivery at any time of all, or any portion, of the electric energy to be
made available from PLAHT, or for any reduction or delay in such delivery; all-
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claims for money damages from the aforesaid causes, however and whenever 
arising, being hereby expressly waived and released by each OWNER as against 
the other OWNER, respectively; provided, however, that this provision shall 
not be construed as waiving, impairing or releasing any other remedy of either 
OWNER as against the other OWNER for the enforcement of the provisions of this 
contract according to its intent. 

Section 12.3 Any controversy, claim, counter-claim, defense, dispute, 
difference or misunderstanding arising out of, or relating to, this contract, 
or the breach therefor, shall be determined by the Supervisory Committee. Any 
of the above described situations not ultimately receiving a unanimous 
decision from the Supervisory Committee shall be decided by· the Chief 
Executive Officers of MPC and GULF. Matters not resolved by the Chief 
Executive Officers shall be settled by arbitration before an arbitrator named 
by them or if they are unable to agree upon and name such an arbitrator then 
before three arbitrators, one of whom shall be named by MPC, one of whom 
shall be named by GULF, and the third of whom shall be named by the two 
arbitrators so.named by MPC and GULF. The arbitration shall be conducted in 
accordance with the rules of the American Arbitration Association then in 
effect, and judgment upon any award rendered by the arbitrators may be entered 
in any court having jurisdiction thereof. This provision shall survive the 
termination of this co·ntract. The parties expressly agree that this provision 
shall constitute a condition precedent to the institution of any proceeding in 
any court relating to the subject matter thereof. 

Section 12.4 This contract shall inure to the benefit of and be binding upon 
the successors and assigns of the respective parties hereto, but it shall not 
be assignable by either party without the written consent of the other party 
except to a successor to its interest in PLANT. 

Section 12.5 It is agreed by the parties hereto that any changes in present 
MPC operations specifically required as the result of a sale by either party 
of any portion of its capacity and/or energy from the plant, outside of normal 
transactions within the Southern System, shall be the sole financial 
responsibility of the party making the sale. 

Section 12.6 This contract shall be amended from time to time by mutual 
agreement of the OWNERS. Any such amendments shall require the signatures of 
th� Chief Executive Officers. 
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IN WITNESS WHE REOF, the parties hereto have respectively caused this 
contract to be executed by their ·duly authorized officers as of June 1, 1981. 

./ 

ATTEST: 

Secretary 

ATTEST: 

Secretary 

MISSISSIPPI POWER COMPANY 

by:� 
Chie'cutfve Offic 

by 

GULF POWER COMP ANY

?.d. � .. 1.1
President / 
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GULF POWER COMPANY 
Plant Daniel Operating Agreement 

March 30, 2001 

Meeting held at Plant Daniel on March 20, 200 I: 

Charles Howton, Assistant to the Vice President of Power Generation, Gulf Power 
(Robert Moore) 
Brad Bradford, Assistant to the Vice President of Power Generation, Mississippi Power 
(Gene Ussery) 
Keith Morie, Supervisor SCG Accounting Services Mississippi Power 
Raymond Grove, Supervisor SCG Accounting Services Gulf Power 
Moses Feagin, SCG Manager of Generation Accounting 

The purpose of the meeting was to review the Buy Back proposal (necessary to address 
the new generation at Plant Daniel) developed by Mississippi Power Company. In 
addition, the team reviewed the current people plan for new and existing employees 
responsible for managing the addition of two Combined Cycle units at Daniel. The team 
also discussed the procedures developed to ensure all future costs associated with Plant 
Daniel "Common Facilities" are correctly allocated to the joint owners once the new 
generation construction is completed. 

Existing Common Facilities Buy Back: 
The team reviewed the Plant Record associated with Plant Daniel and agreed the items 
identified by Mississippi Power did in fact represent "Common Facilities" that will in the 
future support both the existing Plant and the new Generating Facilities. This review 
included all assets in FERC 310,311,312,314,315,316, and 397. 

Buy Back Percentages: 
The team agreed that the current buy:back proposal of75-25% (75% Coal and 25% CC) 
for all items except Water Treatment facilities was reasonable. This percentage was 
developed based on head count and given the facilities considered "Common" headcount 
is a reasonable allocation method. 

Water Treatment facilities considered "Common" are being split 40-60% (40% Coal and 
60% CC). Once again, this seems reasonable given the 40-60 split should accurately 
represent water usage. 

Allocation of Cost: 
Mississippi Power agreed that although cost (Labor and Materials) on existing common 
equipment would be split 75-25, they agreed to revisit this allocation percentage at the 
end of 2002 and to determine if any adjustments are necessary. 
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In addition, the team agreed the cost on the water systems would be handled differently. 
The team agreed that all costs associated with the water system would be allocated on a 
40% coal and 60% CC split and periodically during the year the O&M cost would be 
trued-up between coal and CC based on the amount of demineralized water usage. The 
team agreed to come together at the end of2002 to finalize the procedures for allocating 
these expenses. 

People Plan: 
The team agreed that the current people plan did accurately and fairly reflect the 
allocation of existing personnel to the Combined Cycle unit except for Operational 
Supervision. The team agreed that since there was only one operations team leader, 
additional supervision ( or coverage) needed to be allocated from the existing Plant. 
After reviewing the need for operation supervision, the existing team leader operation 
classification will allocate 27% of their time to the CC. 

We concur with the above method describing Mississippi Power's buy-back of Plant 
Daniel common facilities from Gulf Power and the allocation of operation & maintenance 
'!l)J.J..<i<\Pital expense. 

�-:;� 1f:411fl-
Date: ¢pk! 
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QUESTION: 

Please identify the Order(s) approving Gulf’s 2019 decision for planned retirement of the Daniel 

units in 2024. If this has not yet been evaluated by the Commission, explain when FPL would be 

seeking approval of this decision.  

 

a. When was the anticipated retirement date of MPC’s share of the Plant Daniel Coal Units 

when Gulf provided its 2019 Notice of retirement of its share of the Plant Daniel Coal 

Units? 

 

 

RESPONSE:   

There is no Commission Order approving Gulf’s 2019 decision to retire Plant Daniel Units 1 & 

2.  FPL first indicated an expected retirement of its share of Plant Daniel Units 1 & 2 by January 

2024 in its 2020 Ten Year Site Plan.  Also, FPL offered testimony from Keith Ferguson 

regarding its proposed accounting treatment of Plant Daniel Units 1 & 2 in its 2021 base rate 

proceeding (Docket No. 20210015-EI).  Specifically, Mr. Ferguson’s testimony described the 

following accounting treatment: 

 

Daniel Units 1 and 2: Upon retirement, the Company proposes to 

reflect the estimated remaining investment as a negative amount 

(debit) in the accumulated reserve for the respective plant 

accounts. FPL will continue its depreciation for these retirements 

using current rates as approved in Gulf’s 2017 Rate Settlement. 

The Company will address the establishment and amortization of a 

regulatory asset during its next base rate proceeding. 

 

Direct Testimony of FPL witness Keith Ferguson at 21 (March 12, 2021, Docket No. 20210015-

EI). 

 

FPL has accounted for Daniel in the manner described in the testimony of Mr. Ferguson, and will 

address the establishment and amortization of a regulatory asset during its next base rate 

proceeding. 

 

a. At the time that Gulf provided its 2019 Notice of retirement to MPC, FPL was not aware 

of an explicitly announced retirement date for MPC’s share of Plant Daniel Units 1 & 2 

as MPC did not begin publishing Integrated Resource Plans until 2021.  However, Gulf 

Power’s 2018 Ten Year Site Plan, which was developed and published under Southern 

Company ownership, indicated retirement dates for Units 1 & 2 as December 2042 and 

December 2046, respectively.  
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QUESTION: 

Please refer to Appendix A, Declaration of Scott R. Bores, section 8. When was the anticipated 

retirement date of MPC’s share of the Plant Daniel Coal Units when FPL entered into the 2022 

Operating Agreement? 

 

 

RESPONSE: 

At the time of the 2022 Operating Agreement amendment MPC’s projected retirement date for 

its share of Plant Daniel Units 1 & 2 was December 2027 per its April 2021 Integrated Resource 

Plan update. 
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QUESTION: 

Please refer to MPC’s 2021 Integrated Resource Plan (IRP) filing and 2023 IRP Update with the 

Mississippi Public Service Commission (MPSC). 

 

a. Verify that the retirement date set for the Plant Daniel Coal Units was December 2027 in 

these documents.  

 

b. Explain whether MPC included the retirement of the Plant Daniel Coal Units in its IRP as 

a result of an MPSC Order.  

 

i. If so, provide a copy of that Order and any subsequent Order(s) modifying it.  

 

ii. If so, discuss whether the Order requires the retirement of the Plant Daniel Coal Units 

by a certain date.  

 

iii. If so, explain what relevant steps are needed to modify the relevant MPSC Order(s) to 

extend the life of the Plant Daniel Coal Units until 2031.  

 

c. Provide a CPVRR analysis and charts, including a Base Case, PSA Case, and Differential 

using the December 2027 retirement date. Provide an electronic version of these charts in 

Excel format with formulas intact. 

 

 

RESPONSE:  

a. Confirmed.  Both plans, however, indicate that retirement dates are continuously under 

evaluation based on changing market conditions.   

 

b. Yes.  The MPSC ordered MPC to update its 2021 IRP, and it did so.  While the Order did not 

specifically call for the retirement of Plant Daniel Units 1 & 2, it did require MPC to present a 

plan for retiring 950 MW of capacity by year-end 2027.  In its subsequent IRP analyses of the 

most economic way to satisfy the Order, MPC identified Plant Daniel Units 1 & 2 to be retired 

by December 2027. 

 

i. Please see Attachment No. 1 to this response, Order on Mississippi Power Company’s 

Reserve Margin Plan.  

 

ii. The Order does not require the retirement of Plant Daniel Units 1 & 2 by a certain date.  

The Order directed that MPC’s IRP update filing “should include the schedule of early 

or anticipated retirement of approximately 950 megawatts of generating capacity by 

year-end 2027 or show cause with detailed evidence why the continued operation of 

some or all of MPC's existing fossil steam generation is in the best interest of customers 

and MPC.”  See Attachment No. 1 at 3. 
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iii. The IRP documents filed by MPC are informational and non-binding.  Moreover, in its 

Order the MPSC indicated that it would be open to altering its conclusions based on 

new operational or economic evidence, stating “To be clear, while there may be real 

and important operational constraints that could convince this Commission to alter its 

findings in this Order, the economic evidence available to the Commission to date 

makes a compelling case for early retirement of some portion of MPC's aging fossil 

steam generating fleet.”  See Attachment No. 1.  MPC can update its IRP document 

with revised retirement dates as it finds they are supported by economic data. 

 

c. Based on the information provided in FPL’s response to Staff’s First Data Request, No. 7, a 

2027 retirement of the units is not a plausible scenario.   

 

Please see the tab labeled “Staffs 1st DR No. 5c” of the Excel file provided in response to 

Staff’s Request No. 1a, as well as Attachment No. 2 to this response. Please note that the 

CPVRR analysis on tab “Staffs 1st DR No. 5c” assumes no change to the base case Transfer 

Amount of $45.0 million; however, if the retirement date of the units were expected to be in 

2027, FPL would have negotiated for a lower transfer price and would not have entered into 

the purchase and sale agreement that is before the Commission.  As detailed in FPL’s response 

to Staff’s First Data Request, No. 7, 2031 is the current retirement date, and if the units are 

retired after 2031 additional savings will accrue to FPL customers beyond those currently 

projected.   
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MISSISSIPPI POWER COMPANY EC-120-0097-00; DOCKET NO. 2018-AD-145

MS Public Service Commission Decisions
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2020 MISS. PUC LEXIS 268 *

RE: MISSISSIPPI POWER COMPANY'S RESERVE MARGIN PLAN

Core Terms

retirement, cost, scenario, plant, was, transmission, energy, fuel, load, update, has, base year, margin, gulf, 
customer, natural gas, revise, accelerate, steam, cycle, methodology, upgrade, estimate, summarize, rank, 
reliability, decrease, forecast, carbon, staff

Panel: DANE MAXWELL, CHAIRMAN; BRENT BAILEY, COMMISSIONER; BRANDON PRESLEY, 
COMMISSIONER

Opinion

  ORDER   [*1]  

  THIS CAUSE came on for consideration by the Mississippi Public Service Commission ("Commission"),   sua 
sponte, in the above-styled docket, and, being fully apprised in the premises and having considered the documents 
and record before it, this Commission renders a decision as follows:  

I. Background

1. This docket was prompted by the Commission's Order Approving Second Amended and Restated Stipulation
issued on February 6, 2018 in Docket No. 2017-AD-112 ("2018 Order"), which ultimately resolved the outstanding 
regulatory issues concerning Mississippi Power Company's ("MPC" or "Company") Kemper County IGCC Project. 
The 2018 Order recognized it would be beneficial to analyze MPC's current reserve margin and alternatives that the 
Company could identify to address these reserves and to allow a fully informed and transparent review of the 
matter.  

2. This docket was designed to proceed in a two-phased approach requiring, first, the assessment of alternatives
from MPC's perspective and second, an opportunity for review by the Mississippi Public Utilities Staff ("Staff) and 
this Commission, with the aid of consultants. The first phase was accomplished with the filing by MPC of its 
Reserve Margin Plan. [*2]  The second phase is now complete with the submission of the final consultant report 
from Bates White Economic Consulting, being submitted in connection with this Order.  

3. Based upon the documents, analysis and other evidence submitted to date, this Commission finds, as follows
herein. 
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II. Procedural History

4. MPC initiated this docket through the filing of its Reserve Margin Plan on August 6, 2018. As required by the
2018 Order, MPC served a copy of the filed Reserve Margin Plan on all parties of record in Docket No. 2017-AD-l 
12. MPC updated its Reserve Margin Plan analysis three times--the first time on April 24, 2019, the second time on
September 17, 2019, and the third time on January 29, 2020.

5. Three parties requested and were granted intervener status by order of this Commission: Chevron Products
Company, a division of Chevron U.S.A. Inc. ("Chevron") on August 29, 2018; Sierra Club on October 29, 2019; and 
Cooperative Energy on November 7, 2019.  

6. The Commission observes that significant discovery through formal and informal data requests has been
conducted by and among various parties, the Staff and outside consultants engaged in this docket.  

7. On February 14, 2020, the Sierra [*3]  Club filed a Motion for Scheduling Order requesting, among other things,
that the Commission set a hearing date and establish a schedule for submission of additional evidence. MPC timely 
objected to the Sierra Club's Motion. For the reasons expressed herein, the Commission finds the present Order 
renders Sierra Club's pending motion moot, and, the motion is therefore denied. Nevertheless, the Commission 
notes this Order does address the focus of the Sierra Club's Motion, which is to establish a definitive timeline for 
resource decisions concerning MPC's existing generating fleet.  

8. Bates White Economic Consulting completed its Review and Assessment of MPC's Reserve Margin Plan
Report, a publicly redacted copy of which has been attached to this Order.  

III. Discussion

9. The evidence in this docket suggests that MPC's current reserve margin is projected to be higher than targeted
reserves and, if MPC's units are left to operate through their remaining projected useful lives, this excess persists 
for over ten years. Both MPC and Bates White agree that MPC's excess reserves are largely due to decreases in 
projected load primarily driven by changes in customer usage since the last formal IRP [*4]  filed with the 
Commission in 2010. MPC and Bates White also agree that the older, fossil steam units that represent MPC's 
current excess capacity have very limited marketability in the wholesale market given their marginal energy value. 
All agree that accelerating the retirement of some combination of Plant Watson Units 4 and 5, Plant Green County 
Units 1 and 2, and/or Plant Daniel Units 1 and 2 represents the most attractive option for reducing MPC's excess 
reserve margin.  

10. Retiring a generating unit prior to the end of its useful life is not a decision to be taken likely. The variables and
considerations to weigh in evaluating whether and which generating units to retire early are both economic and non-
economic in nature. Aside from evaluating the comparable economic value (or cost) of each unit's continued 
operation to MPC's customers, impacts to customer rates, as well as impacts to the reliability and operation of 
MPC's electric system, are vital considerations to avoid short- or long-term impacts to MPC's ability to reliably serve 
customers. Other externalities such as impacts to the state or local economy, employee base, and MPC's overall 
fuel diversity may also be relevant [*5]  depending upon the circumstances.  

11. MPC's initial Reserve Margin Plan presented evidence concerning some but not all relevant variables. MPC's
three updates refined the analysis to some extent and updated assumptions on key economic and system reliability 
variables, but still did not provide detailed data concerning variables such as impact to the local economy of early 
unit retirement. Bates White's report thoroughly analyzed MPC's Reserve Margin Plan assumptions, methods and 
calculations, and provides this Commission with a valuable third-party perspective on several key issues. Similarly, 
however, Bates White did not address all the variables, such as local economic impact of the various scenarios. 
The Commission takes note that some additional evidence concerning these other externalities was presented in 
the recent certificate proceeding authorizing construction of the Plant Daniel Coal Combustion Residual projects. 1   

1 Order Approving Petition for Facility Certificate, Docket No. 2019-UA-l 16, (Oct. 28, 2019).
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12. The Commission also recognizes the difficulty that joint ownership with respect to some of MPC's generating
units poses to resolving this issue. For example, although the relative economics of the Greene County units 
highlights their candidacy for early [*6]  retirement, the Commission acknowledges that neither it nor the Company 
controls the future of those units, as they fall under the jurisdiction of the Alabama Public Service Commission.  

13. More importantly, at least two significant changes in circumstance have occurred since the initiation of this
docket that influence the Commission's decision in the Order. First, on November 27, 2019, this Commission issued 
its Final Order Amending Rule 29 to Establish Integrated Resource Planning and Annual Energy Delivery Reporting 
Requirements in Docket No. 2018-AD-064. This Order established for the first time in Mississippi a detailed 
regulatory procedure and schedule requiring frequent and detailed integrated resource planning filings and 
proceedings for regulated electric and gas public utilities. Managing capacity reserves is among the types of issues 
designed to be addressed by this newly established Rule and its resulting procedure. Second, in January 2019, 
Gulf Power Company, the co-owner with MPC of Plant Daniel Units 1 and 2 notified MPC of Gulf Power's intent to 
retire their 50% undivided interest in these units on January 15, 2024.  

IV. Findings

14. This docket was ultimately born out [*7]  of a settlement compromised among over a dozen stakeholders, the
Staff and this Commission. As the evidence before this Commission demonstrates, legitimate concerns exist with 
respect to MPC's excess reserves, but the Commission finds that the present docket is now a less ideal forum for 
the Commission, Staff, MPC and other interested parties to present evidence and evaluate alternatives in detail, 
given the existence of the newly established resource planning rule and docket applicable to specifically MPC. 
Upon review of the record and evidence before the Commission, including the Bates White Report, MPC is hereby 
ordered and directed to propose a detailed planning scenario in its initial IRP filing to be made in April 2021 
consistent with the findings and guidance expressed in this Order.  

15. Based upon the evidence already presented, this Commission finds that some measure of capacity reduction
would likely be in the best long-term interest of customers. Indeed, no party appears to disagree with this assertion. 
At the same time, the Commission is cognizant of the impacts to local government and communities, the employee 
base and broader policy concerns, such as economic development [*8]  and fuel diversity. A transition period is 
important to address these concerns. To this end, MPC's upcoming IRP filing should include the schedule of early 
or anticipated retirement of approximately 950 megawatts of generating capacity by year-end 2027 or show cause 
with detailed evidence why the continued operation of some or all of MPC's existing fossil steam generation is in the 
best interest of customers and MPC. To be clear, while there may be real and important operational constraints that 
could convince this Commission to alter its findings in this Order, the economic evidence available to the 
Commission to date makes a compelling case for early retirement of some portion of MPC's aging fossil steam 
generating fleet.  

16. The Commission also wants to make clear that at this stage it is not rendering a finding concerning how many
and which combination of generating units can best meet the above directive. In all cases, MPC bears the burden of 
prudent management, which includes decisions regarding the retirement of generating plants. The Commission 
expects and anticipates that prudent management will be exercised in the Company's resource planning and that 
such will be reflected [*9]  in MPC's submission in the upcoming IRP docket, including compliance with the findings 
contained in this Order.  

17. A detailed review and discussion of the accounting and rate impacts that unit retirement decisions impose is
not contained in this record, but we are generally familiar with the issues presented based upon prior cases before 
the Commission. 2 Under Generally Accepted Accounting Principles ("GAAP"), if a unit or portions of a unit are 
designated for retirement, the Company would be required to recognize certain expenses associated with that 
decision. First, GAAP would require accelerated recognition of the expense related to unrecovered investment cost 
associated with any such retirement, including the unrecovered plant asset balance and cost associated with 

2 MPSC Order, Docket No. 1992-UN-059, (Dec. 6, 2011).

2020 MISS. PUC LEXIS 268, *5

Florida Power & Light Company 
Docket No. 20240155-EI 
Staff's First Data Request 
Request No. 5 
Attachment 1 of 2 
Page 3 of 25

JMS0A19
Highlight

SXA0T44
Highlight

SXA0T44
Highlight



dismantlement and asset retirement obligations. Second, GAAP would require all retirement related costs, such as 
the unused fuel and obsolete materials, and supplies, to be immediately expensed. In addition, other cost, such as 
cost incurred to study alternatives, regulatory cost, and other cost incurred as a result of retirement decisions, would 
also be expensed immediately under GAAP. This accounting treatment [*10]  could result in sudden and significant 
rate impacts for customers.  

18. Therefore, while no retirement decision has been made as of the issuance of this Order, to avoid unintended
negative impacts to both MPC and customers, MPC is hereby authorized to defer all plant retirement related cost 
into one or more regulatory asset accounts for future recovery and place the unamortized balance of these 
regulatory asset accounts in PEP or ECO rate base, as applicable. MPC will be required to make a filing with the 
Commission when the ultimate impact is known so that the Commission can review and approve the cost and 
designate the amortization period as the remaining life of the assets that were deferred as defined prior to 
retirement, or other appropriate amortization period as required by the Commission. The Commission finds that 
granting MPC this accounting treatment will assist in the efficient resolution of the issues that are the subject of this 
Order while also mitigating any undue rate impacts to customers that may otherwise result absent Commission 
action now.  

19. Finally, given the IRP planning scenario required by this Order, the Commission expects that any subsequent
budget [*11]  filings made by the Company will be developed consistent with the expectations set forth in the 
accelerated retirement planning scenario, as such costs arise in due course (e.g. dismantlement costs, employee 
transition costs, job training, etc.).  

  IT IS THEREFORE, ORDERED, that MPC propose a resource selection scenario in its initial IRP filing to be made 
in April 2021 in Docket No. 2019-UA-231 consistent with the findings and guidance expressed in this Order.  

  IT IS FURTHER, ORDERED, that the present Order renders Sierra Club's pending Motion moot, and, the Sierra 
Club's Motion for Scheduling Order is therefore denied.  

  IT IS FURTHER, ORDERED, that MPC be authorized to defer all plant retirement related cost into one or more 
regulatory asset accounts for future recovery and place the unamortized balance of the regulatory asset accounts in 
PEP or ECO rate base.  

  IT IS FURTHER, ORDERED, that with the issuance of this Order this docket is deemed completed and shall be 
closed.  

  This Order shall be deemed issued on the day it is served upon the parties herein by the Executive Secretary of 
the Commission who shall note the service date in the file of this docket.  

  COMMISSION VOTE  

  Chairman Dane Maxwell   Aye [checkmark]   Nay        

  Commissioner Brent Bailey   Aye [checkmark]   Nay     

  Commissioner [*12]  Brandon Presley   Aye [checkmark]   Nay 

  SO ORDERED, this the 17th day of December 2020.  

  MISSISSIPPI PUBLIC SERVICE COMMISSION  

  DANE MAXWELL, CHAIRMAN  

  BRENT BAILEY, COMMISSIONER  

  BRANDON PRESLEY, COMMISSIONER  
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  In the preparation of this report, Bates White, LLC has relied on data provided by S&P Global Market Intelligence. 
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(c) 2019 S&P Global Market Intelligence (and its affiliates, as applicable) (individually and collectively,
"S&P"). Reproduction of any information, data or material, including ratings ("Content") in any form is prohibited 
except with the prior written permission of S&P. S&P does not guarantee the accuracy, adequacy, 
completeness, timeliness or availability of any Content and is not responsible for any errors or omissions 
(negligent or otherwise), regardless of the cause, or for the results obtained from the use of such Content. In no 
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profit and opportunity costs) in connection with any use of the Content. A reference to a particular investment 
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I. Executive Summary

  Bates White was retained by the Mississippi Public Utilities Staff ("Staff) to provide an independent assessment of 
the Reserve Margin Plan ("RMP") filed by Mississippi Power Company ("MPC" or "Company") with the Mississippi 
Public Service Commission ("Commission") pursuant to the Company's Second Amended and Restated Stipulation 
("Stipulation") in Docket No. 2017-AD-l 12. The initial RMP was filed on August 6, 2018. In the course of the initial 
review, discussions with MPC personnel, and responses to discovery requests, it became apparent that changed 
circumstances affecting inputs to the analyses underpinning the RMP warranted an update to certain portions of the 
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RMP study. MPC provided revised analyses on September 17, 2019, and December 31, 2019. This report 
addresses the RMP methodology and results including those from the revised analyses.  

  Based on the review presented in this report, our conclusions and recommendations are as follows:  

1. MPC has a substantial and persistent capacity overhang that imposes excess costs on ratepayers. This excess
capacity position [*15]  has existed since the Kemper County CCGT entered operation in August 2014, and has not 
diminished as anticipated, because load growth projected in MPC's 2010 IRP has not materialized. Projections 
reflected in the RMP are for a continued gradual decrease in peak load for much of the next decade, followed by 
minimal annual growth over the longer-term. In the absence of a plan to eliminate this excess capacity, ratepayers 
would bear the cost of approximately 500 megawatts ("MW") of unneeded capacity at least through 2029. MPC 
reports being unable to identify any willing buyers for the excess, which leaves accelerated retirement as the 
remaining means available to reduce costs.  

2. The stipulations and orders intended to resolve outstanding matters associated with the Kemper County IGCC
Project required MPC to evaluate ways to reduce the Company's capacity overhang and "to propose prudent 
financial safeguards for customers." MPC was required to conduct a Reserve Margin Plan to establish discrete 
alternatives to address excess capacity, timeframes for the alternatives, and estimates of implementation costs.  

3. Analyses performed by MPC and updated periodically since 2018 have consistently [*16]  identified accelerated
retirement of Watson Unit 4 and Greene County Units 1 and 2 as providing net cost-reduction benefit. The 
remaining approximately 500 MW of excess capacity could be eliminated beneficially either through accelerated 
retirement of Watson Unit 5, or accelerated retirement of MPC's share of Plant Daniel Units 1 and 2, which is 
expected to be a single unit, once Gulf Power's announced plan to exit ownership of Daniel is executed by January 
2024. In the latest RMP analysis update, the relative value of the two alternatives depends in part on the potential 
need for, and cost allocation of, $ 60 million in transmission upgrades if either resource is retired prior to 2024. MPC 
will need to confirm the need for such upgrades and the allocation of costs in order to establish a definitive 
retirement plan and schedule.  

4. The general methodological structure of MPC's RMP study is reasonable in the way it assigns capacity value to
marginal generation resources. However, we conclude that the method used to combine future scenarios into a 
single summary result may bias the results of the analysis. Specifically, taking the simple average across nine 
future scenarios implicitly [*17]  assumes that each potential future is equally likely. The scope of our review did not 
provide for developing an analytical basis justifying a particular alternative weighting of the cases evaluated in the 
RMP. However, we present results for an alternative set of probability weights that we find more plausible than the 
equal probabilities implicit in taking the simple average across nine scenarios. We show that applying the 
alternative weightings would reverse the result for the base year 2024 retirement analysis, and would indicate that 
retaining Daniel Unit 1 in operation would impose net costs on customers.  

5. The RMP analyses support the conclusion that MPC's older steam resources provide little or no net energy
value to offset their going-forward costs. In simplified terms, keeping Daniel Unit 1 in operation and retiring Watson 
Unit 5 would impose higher fixed costs on customers, with certainty, than retiring Daniel Unit 1 and retaining 
Watson Unit 5. The higher fixed cost of Daniel would be offset, at least partially, by the value of generation from the 
plant, with the amount of value determined by the future scenario considered. MPC's analyses show net value for 
Daniel only [*18]  in future scenarios that we conclude are relatively unlikely.  

  The balance of this report is organized as follows: 

  Section II summarizes the background to the RMP.  

  Section III addresses the MPC excess capacity context and presents a summary and assessment of the RMP 
evaluation methodology.  

  Section IV presents a discussion of issues related to the potential retirement of the remaining Daniel unit or 
Watson Unit 5.  

2020 MISS. PUC LEXIS 268, *14

Florida Power & Light Company 
Docket No. 20240155-EI 
Staff's First Data Request 
Request No. 5 
Attachment 1 of 2 
Page 7 of 25



  An appendix, which summarizes the RMP evaluation results for the initial study and revised analyses, with a 
discussion of drivers of changes in the results.

II. Background

II.1. Initiation of the Docket

  In its order of July 6, 2017, the Commission opened MPSC Docket No. 2017-AD-l 12 (In Re: Encouraging 
Stipulation of Matters in Connection with the Kemper County IGCC Project, "Settlement Docket"), which required 
that MPC, Staff and other intervening parties "expeditiously work to settle all outstanding matters associated with 
the Kemper Project." 1 The Kemper Project was initially proposed by MPC in a 2009 Certificate Petition as a lignite-
fueled integrated gasification combined cycle ("IGCC") power plant, located in Kemper County, Mississippi, with a 
summer capacity rating of 582 MW. The combined [*19]  cycle portion of the project, now known as Plant Ratcliffe, 
entered commercial service in 2014. Following years of extensive operational challenges, delays and cost 
increases, work on the gasification component of the facility was suspended in 2017. Plant Ratcliffe now operates 
as a 680 MW (net summer capability) generating facility fueled by natural gas.  

  The Commission's order opening the Settlement Docket established an expectation that the resulting settlement 
would resolve remaining matters of cost recovery and customer rate impacts associated with the Kemper Project 
and the in-service combined cycle power plant.  

II.2. Second Amended Stipulation

  Following several months of negotiations, MPC filed a Second Amended and Restated Stipulation ("Stipulation") 
on December 1, 2017, and the Commission subsequently found that the stipulation satisfied the settlement 
parameters set forth in the docket-opening order. 2     

  In addition to resolving specific cost-recovery and ratemaking matters related to the Kemper Project and the 
combined cycle plant, the parties agreed in the Stipulation that:  

  MPC has generating capacity that is in excess of the Company's long-term targeted reserve margin, and the 
Parties acknowledge [*20]  that it is appropriate to examine MPC's reserve margin and propose prudent 
financial safeguards for customers.  

  MPC shall, within six (6) months of the Commission's approval of this Stipulation and using the most current 
data available to MPC, develop, complete, and file with the Commission a Reserve Margin Plan ("Plan") and 
serve the Plan on all interested parties for evaluation to allow a fully informed and transparent review of MPC's 
reserve margin. 3 (Emphasis added.)

  The Stipulation further established parameters for the analyses to be performed as part of the RMP and the 
contents of the Plan. Specifically, the Stipulation stated that:  

(a) The Reserve Margin Plan shall include, among other things: forecasting customer load and energy
requirements; evaluating the resources available to meet the energy and capacity needs while satisfying 
strategic considerations; developing, evaluating and implementing demand side management and energy 
efficiency programs; and assessing and planning for existing and anticipated environmental laws and 
regulations and any other issues the Mississippi Public Service Commission deems relevant.  

1 Order Approving Petition for Facility Certificate, Docket No. 2019-UA-l 16, (Oct. 28, 2019).

2 MPSC Order, Docket No. 1992-UN-059, (Dec. 6, 2011).

3 Stipulation at 14 and 15.
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  (b) MPC's Plan shall [*21]  also contain: (i) discrete alternatives that the Company proposes to address its 
current reserve margin; (ii) the timeframe over which each alternative can be implemented; (iii) a preliminary 
estimate of the costs of implementing each alternative, including any incremental transmission capital 
investment and any costs associated with retiring any un-depreciated assets; and (iv) any other impacts 
(financial or otherwise) not specifically prescribed herein that would have a material impact upon the service 
provided by MPC or the costs to customers. 4

      

  III. MPC Excess Capacity and RMP Methodology  

  MPC filed the RMP in August 2018. The report confirmed that MPC has supply resources substantially greater 
than its current need and that, assuming MPC's existing owned resources were retained through their full-
depreciation dates, the high excess capacity situation would continue through 2028. In the absence of active 
changes to MPC's resource portfolio, the Company's capacity reserve margin would be expected to be greater than 
40% through 2028, compared to a target capacity reserve margin under 15%.  

  III.1. Capacity and Load  

  Figure 1 graphs MPC's net capacity compared to its capacity need (peak load plus capacity [*22]  reserve 
requirement).  

  [SEE Figure 1: MPC Net Capacity and Capacity Requirement, 2018-2036, MW (2018 RMP) IN ORIGINAL]  

  Table 1: MPC Assets with Completed Depreciation Dates Through 2028  

Unit Sum Capability (MW) Depreciation Dates

Sweatt CT 32 2018

Watson CT 33 2018

Watson Unit 4 268 2023

Greene County Unit 1 106 2025

Greene County Unit 2 107 2026

Watson Unit 5 516 2028

Total 1062

  

  As discussed further below, Watson Unit 4 and Greene County Units 1 and 2 were identified through the RMP 
evaluation process as providing benefit from accelerated retirement. The remauiing approximately 500 MW of 
excess capacity could be eliminated beneficially either through accelerated retirement of Watson Unit 5, or 
accelerated retirement of MPC's share of Plant Daniel, which is expected to be a single unit, once Gulf Power's 
announced plan to exit ownership of Daniel is executed by January 2024.  

  The RMP report provides a comparison of the current supply and demand context relative to that reflected in the 
Company's 2010 integrated resource plan ("IRP"), with a description of the key drivers behind the changed capacity 
reserve situation.  

  [SEE Figure 2: Projected Capacity Reserves, 2018 RMP and 2010 DIP, MW IN ORIGINAL]  

  III.1.1. Load changes  

4 Stipulation at 15(a) and 15(b).
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  The RMP report explains the substantial change in [*23]  capacity reserves using 2018 for reference. The most 
significant driver has been a gradual and sustained reduction in peak load. Compared to expectations in the 2010 
IRP, retail load in the 2018 RMP was lower by 242 MW and wholesale load was lower by 189 MW, driven by what 
MPC terms "organic energy efficiency" (increased energy efficiency of appliances and adoption of other energy 
efficient technologies), and by an unexpectedly sluggish recovery from the 2008 recession. An additional load-
related change affecting MPC's capacity reserve need was the reclassification of 163 MW of territorial wholesale 
load to a non-territorial capacity block sale. Though MPC will continue to serve the load, the reclassification means 
that MPC is not required to carry a capacity reserve on the associated load. The capacity block sale is instead 
treated as a reduction in capacity. Table 2 summarizes the peak load changes for 2018 from the 2010 IRP to the 
RMP. The effect on capacity need reflects MPC's 2018 target capacity reserve margin, with the effect of the load 
reclassification shown as just the reserve component (since the effect of the load is still reflected on the capacity 
side). The total reduction [*24]  in MPC's capacity need from these effects is 511 MW.  

  Table 2: Change in 2018 peak load, 2010 IRP, and 2018 RMP, MW  

Peak Load Effect on capacity need

2010 IRP projected load 2018 2,998

Territorial load re-classification (163) (22)

Wholesale load (189) (214)

Retail load (242) (274)

Total 2018-RMP 2,404 (511)

  Looking forward, the RMP reflects further anticipated load reductions of approximately 0.75% (18 MW) annually 
through 2026, and nearly flat load after 2026 (less than a quarter of a percent annual growth). The projected 
contraction in load through 2026 reflects a continuation of current trends in increased energy efficiency ("organic"; 
i.e., non-program) and changes in contractual wholesale loads.

III.1.2. Capacity changes

  Net capacity reflected in the RMP for 2018 is 165 MW lower man expected in the 2010 IRP. Three categories of 
change are identified: increased net capacity of existing resources (+136 MW), additional plant retirements (-94 
MW), and additional net sales (-286 MW), resulting in a net reduction of 165 MW. The change in net sales includes 
+45 MW of capacity capability associated with recent wind power purchase agreements and approximately 286 MW
of sales to Cooperative Energy under arrangements expected to end in March 2021.

  The increased capacity from [*25]  existing resources is me result of the repowering of the Watson and Greene 
County coal units to natural gas, as well as the higher net output of Ratcliffe operating as a gas-fired combined 
cycle rather than an IGCC. In these cases, the increased net capacity reflects reduced station or 'parasitic' load. 
Plant retirements as of 2018 reflect an actual total of 444 MW in the RMP compared to 350 MW anticipated in the 
2010 IRP. The sales to Cooperative Energy include a 200 MW short-term sale and 86 MW under sales tied to 
specified units.  

  Beyond 2018, the RMP reflects some incremental capacity increases. Ratcliffe's capacity increases by 
approximately 19 MW (summer capability) following an "Ultra-Low NOx 5 F6 Hot Gas Path" conversion, expected to 
be complete as of fall 2018. 6 An additional solar facility, in early stages of development, is expected to provide 
another 18 MW of summer equivalent capacity, in addition to the 45 MW from three operational solar facilities under 
PPAs.      

5 Nitrogen Oxides ("NOx")

6 RMP Report, Appendix A, note 4.
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  The sales to Cooperative Energy are assumed to end in March 2021, which causes an increase in MPC's net 
capacity and reserves that can be seen in Figure 1 and Figure 2 in 2021.  

III.2. RMP Assessment Approach

  The RMP analysis methodology [*26]  aims to identify whether accelerated retirement of certain MPC generation 
assets could provide cost savings. Accelerated retirement is considered as retirement prior to the date at which an 
asset is fully depreciated. In addition to the resources listed in Table 1, MPC evaluated all four of the Daniel units 
(two coal and two combined cycle) and Ratcliffe. The full list of evaluated resources is shown in Table 3. This 
represents MPC's entire generation portfolio with the exception of the five cogeneration units that are dedicated to 
the Chevron Refinery in Jackson County, Mississippi, and which are not candidates for retirement.  

  Table 3: MPC Generation Assets Evaluated (2018 capacity rating)  

Unit Generation type and fuel Summer Capability* (MW)

Darnel Unit 1 Steam, coal 251

Daniel Unit 2 Steam, coal 251

Daniel Unit 3 Combined cycle, NG 538

Darnel Unit 4 Combined cycle, NG 557

Greene County Unitl Steam, NG 106

Greene County Unit 2 Steam, NG 107

Ratcliffe Combined cycle, NG 680

Sweatt CT Combustion turbine, NG 32

Watson CT Combustion turbine, NG 33

Watson Unit 4 Steam, NG 268

Watson Unit 5 Steam, NG 516

Total 3,339

* Reflects MPC ownership shares for Daniel Units 1 and 2, and Greene County Units 1 and 2.

  The RMP evaluation methodology is a multi-step screening that produces [*27]  a net present value revenue 
requirement ("NPVRR") for each resource if it were kept in service over a 30-year evaluation horizon, assessed for 
each of nine future scenarios for natural gas prices and carbon prices. The nine fuel/carbon dioxide ("CO[2]") cases 
correspond to scenarios developed as part of Southern Company's annual planning cycle. Table 4 stuninarizes how 
the nine scenarios are derived from three CO[2] price cases and three natural gas price cases. The indicated CO[2] 
price is the price in dollars per metric ton ([TEXT REDACTED BY THE COURT]] assumed to apply in 2026. after 
which the price is escalated at[TEXT REDACTED BY THE COURT] percentage points above inflation. The natural 
gas prices in each of the high, moderate and low cases vary slightly with each of the CO[2] price cases. These 
scenarios are assessed further below.  

  Table 4: Fuel and CO[2] Price Scenarios  

  CO[2] Price  

NG Price $ 0 $ 10 $ 20

High H
G0

HG1
0

HG2
0

Moderate M
G0

MG
10

MG
20

Low LG LG1 LG2

2020 MISS. PUC LEXIS 268, *25

Florida Power & Light Company 
Docket No. 20240155-EI 
Staff's First Data Request 
Request No. 5 
Attachment 1 of 2 
Page 11 of 25



NG Price $ 0 $ 10 $ 20
0 0 0

  

  The evaluation of each asset produces an NPVRR value for each fuel/CC2 price scenario, and the nine values are 
averaged to produce a single NPVRR result.  

  III.2.1. Context and Conceptual Approach  

  As noted above, the asset valuation involves a multi-step process, but it is perhaps easier to understand by [*28]  
first considering the underlying context and conceptual approach applied in the RMP. As a preliminary matter, it is 
important to recognize that a utility being long capacity is not necessarily a bad thing for ratepayers. If the excess 
generation can produce revenue in excess of costs, a capacity overhang may produce benefits by reducing net fuel 
costs. However, if the excess capacity is relatively inefficient, it will produce little or no net energy value, and if the 
broader market is long on supply, there may be little or no value for excess resources as capacity only. This is the 
situation confronted by MPC that prompted the settlement commitment to perform the RMP. MPC's older steam 
units (Daniel Units 1 and 2, Watson Units 4 and 5, and Greene County Units 1 and 2), totaling approximately 1,500 
MW of summer capability, are relatively inefficient compared to other available resources on the Southern Company 
system, and they consequently operate at fairly low levels. The steam units also have limited marketable capacity 
value. MPC states in the RMP Report that "[d]espite significant effort over the last several years, MPC has had 
limited success in finding reasonable opportunities [*29]  to market MPC's capacity above current reserve 
requirements." 7   

  If there is little or no potential to extract net revenue from the excess steam capacity, then the question becomes 
whether there are costs that can be avoided by retiring one or more of the resources. Ultimately, that is the focus of 
the RMP: potential cost avoidance.  

  Finally, MPC establishes in the RMP that the asset valuation is a forward-looking, incremental analysis -- i.e., one 
intended to address what can be changed going forward -- and it therefore ignores sunk costs, which by definition 
cannot be changed or avoided. Consistent with this view, the estimation of NPVRR for each asset is not affected by 
remaining net book value, which it is assumed will be recovered in any scenario and so is not avoidable.  

  III.2.2. Components of Asset Cost and Value  

  The evaluation captures the following basic components of cost and value for each asset assuming it continues in 
service:  

  . Benefits (that would be lost if the resource were retired)  

  . Energy -- the net value of energy produced (or zero if generation is uneconomic);  

  . Avoided transmission -- a positive value that represents a saving of transmission upgrade costs that 
would be incurred if the [*30]  asset were retired;  

  . Capacity -- a positive value that reflects the cost of filling a capacity need that would be caused by 
retirement of the unit (this depends on whether other assets are assumed to be retired first; see discussion 
below);

  

  . Costs (that would be avoided if the resource were retired)  

  . Fixed Operations & Maintenance ("O&M") -- reflecting annual costs that apply whether or not power is 
generated;  

  . Maintenance capital -- required capital expenditure in addition to fixed O&M;  

7 RMP Report, page 1.
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  . Environmental capital -- required environmental expenditures;  

  . Non-variable fuel -- fixed costs that could be avoided if the resource were retired;  

  . Ad valorem taxes.

III.2.3. "Step 1" Rank Ordering of MPC Resources

  In the first step of the evaluation, each asset is evaluated independently against a reference resource alternative 
over a 30-year horizon to establish a rank ordering of the MPC assets by value. The ordering is then used to 
determine the assumed order of potential retirement, with the lowest value (highest cost) resources retired first. The 
order of potential retirement is a critical part of the analysis, because it determines how much capacity value is 
assigned to each resource, as discussed further [*31]  below.  

  One thing that is potentially confusing in MPC's reporting of RMP analysis results, and the changes that occurred 
in the updated analyses, is that resources considered for retirement are evaluated in the first rank-ordering step as 
having positive NPVRR value. For instance, Daniel Units l and 2 (assessed jointly) and Watson Unit 5 both have 
positive NPVRR values in the first step ranking across all the analyses that were performed. It is important to 
understand that this does not mean the assets have a positive net value on a standalone basis (otherwise, it would 
presumably not be so difficult for MPC to market its excess capacity to potential buyers). Rather, the positive 
NPVRR in the first step of the evaluation reflects the fact that the reference resource alternative -- for instance a 
new-build combined cycle -- constitutes more costly capacity than the MPC assets, for which most costs are sunk 
(i.e., cannot be avoided).  

  Each MPC asset is evaluated against the alternative resource assuming that the MPC asset remains in service for 
30 years. While differences in remaining asset life might seem to be relevant to the determination of relative 
resource value, asset life [*32]  is not a fixed period with a particular end date. Generation assets can be kept 
operating with major maintenance, component replacement, refurbishment, repowering, etc. Equally important is 
the MPC over-capacity context: the retirement of any single resource on its own would not cause a capacity need in 
the study horizon (with the exception of Daniel Units 3 and 4 considered jointly at more than 1,000 MW). Because 
the larger steam units provide little or no energy value in most of the fuel/CO[2] price scenarios, each of the 
resources considered individually would be found to impose a net cost on the system and would warrant immediate 
retirement. But the resources could not be retired all together without creating a capacity shortfall that would require 
costly replacement. If the resources are each retired successively, the value of each to the MPC system can 
change because at some point a retirement will cause a future capacity replacement need, the cost of which should 
be treated as a value of continued operation of the existing asset. Because the particular sequence of retirement 
affects the value of each asset, the initial rank-ordering step is critically important.  

  Returning [*33]  to the assumed operation of each asset for 30 years, this is a reasonable approach that puts the 
value of each asset on a comparable footing, and makes the evaluation tractable. An alternative that would account 
for potential differences in asset life would likely be infeasible to solve. The decision whether to invest more or retire 
would have to be assessed repeatedly over the evaluation period for each asset, and since that decision would 
depend on whether or not other assets had been retired, it would quickly become an insurmountably complex 
problem, and probably one with no single optimal result. The evaluation over 30 years provides a reasonable basis 
to establish an initial rank ordering of the MPC assets.  

III.2.4. Determination of Capacity Value

  One driver of the need to perform the RMP analysis is that MPC's excess capacity has no value in the market. 
Yet, as noted above, retirement of all the steam units would cause a capacity shortfall entailing replacement costs, 
the avoidance of which is properly considered as a value of some portion of retained capacity. The question is what 
assets should be assigned capacity value for preventing future capacity acquisition costs? This is resolved through 
the initial rank [*34]  ordering in Step 1 of the evaluation. Any retirements are assumed to occur in order of highest 
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NPVRR. Based on that retirement order, only those resources that cause a quantity of future capacity shortfall are 
assigned capacity value.  

  The analysis considers not only the capacity needed to meet MPC's installed capacity reserve requirement, but 
also capacity needed for other system support functions. For example, the Watson and Sweatt CTs were fully 
depreciated as of the end of 2018, and provide essentially zero net energy value, but they are assigned a capacity 
value because they provide critical system support through black start capability for system restoration. 8 If the units 
were retired, MPC would need to replace the black start capability at a cost.   

  The capacity value assigned to each asset has a substantial effect on the evaluation results. For example, as will 
be discussed in more detail below, assigned capacity value is the largest source of benefit for Daniel Units 1 and 2 
in the initial RMP analysis, and causes the final NPVRR to be positive rather than negative.  

III.2.5. Avoided Transmission Cost

  Another important component of value in the RMP evaluation is avoided transmission cost. The retirement [*35]  of 
a large generating asset may have impacts on system reliability that must be resolve through transmission 
upgrades. The cost of required transmission investments is treated as a benefit of continued operation for 
resources where it is applicable. While this factor is simpler than capacity value because it is not dynamic (required 
upgrades are associated with retirement of a particular resource), the determination of whether transmission 
upgrades are avoidable requires careful consideration. For example, the RMP Report notes that certain 
transmission projects need to be completed prior to retirement of Watson Units 4 and 5. However, these projects 
have already been reflected in MPC's budget, and they also resolve other transmission issues, so the associated 
costs were not considered avoidable by retaining either Watson unit in operation, and were not assigned to either 
unit as a benefit. 9     

  Whether transmission cost is considered avoidable also depends on other factors, including how retirements are 
assumed to occur. In the August 2018 RMP, it was assumed that Daniel Units 1 and 2 would either retire or 
continue to operate together; individual unit retirement was not considered. [*36]  This assumption reflects several 
characteristics of the units. First, the units share various facilities, including environmental infrastructure that would 
require significant investment going forward, and many associated costs could not be avoided by the retirement of a 
single unit. As a consequence, retiring one unit would increase the unit costs of the remaining unit, so it is doubtful 
that retiring one unit on economic grounds would not also indicate that the remaining unit should be retired. 
Additionally, each unit is jointly owned, 50/50, by MPC and Gulf Power, which makes an analysis of retiring one unit 
problematic without additional assumptions regarding how that would be effected. As the potential retirement of the 
full facility was being tested under the RMP, compared to continued operation of the full facility, the units were 
assigned the avoided transmission costs as a benefit. This value was $ 173 million on an NPV basis, contributing to 
a total NPVRR value in the final assessment of $ 192 million.  

  Circumstances justifying this evaluation treatment changed in January 2019, with the notice given by Gulf Power 
that it would retire its share of Plant Daniel in January [*37]  2024 (subject to an option for MPC to buy out Gulf 
Power's share for $ 1). The impacts of the change are discussed further in Appendix A.  

  Final Evaluation 

  The final step of the evaluation assesses each of the MPC resources over 30 years considering all the 
components of avoidable cost and benefit described above. The particular results of the 2018 RMP are summarized 
in Appendix A.  

III.3. Assessment of Methodology and Assumptions

8 The RMP report identifies the Watson CT as a "designated black start unit required for system restoration" (RMP Report, 
footnote 16, page 8). The Sweatt CT is described as "black start-capable" (RMP Report, footnote 17, page 8).

9 RMP Report, page 15.
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  We find that the methodological structure of the RMP analyses is a reasonable approach to evaluating potential 
value in addressing MPC's current excess capacity position through accelerated asset retirement. The discussion of 
the evaluation elements presented above addresses the rationale for the key steps and assumptions. We consider 
the evaluated costs and benefits to be appropriate, and we conclude that the multi-step evaluation process, 
including the initial rank-ordering assessment and the subsequent assignment of capacity value to each resource, 
constitutes is a reasonable method to estimate asset value and potential savings from retirement. As we discuss 
below, updated evaluations using the same methodology, but reflecting changed circumstances and updated 
inputs, produced significantly different results. [*38]  While this naturally raises questions regarding the stability and 
reliability of the analytical method, we conclude from our review that the changed results do not reflect 
methodological flaws, but are a consequence of material changes in factors that were appropriately addressed by 
MPC in its analysis updates. In particular, the changed analysis results were not driven by volatile market variables 
such that there is a significant risk that the results flip back based on subsequent updates.  

III.3.1. Fuel and CO[2] Price Cases

  One concern we have with respect to the underlying model cases used in the evaluations is that the nine 
fuel/CO[2] price scenarios cover a limited range of futures relevant to assessing the value of MPC's resources. In 
particular, it is our opinion that the high CO[2] price of $ 20 per metric ton ([TEXT REDACTED BY THE COURT]] 
beginning in 2026 and escalating at[TEXT REDACTED BY THE COURT]% above inflation does not properly test 
the effects of potential stringent efforts to mitigate climate change. Additionally, the equal weighting of the cases in 
the asset evaluations undermines the applicability of the natural gas price cases.  

  The RMP evaluation applies Southern Company Services ("SCS") [*39]  models that incorporate inputs developed 
by Charles River Associates ("CRA"), summarized in an annual report prepared for SCS. The nine scenarios 
applied in the evaluations for the August 2018 RMP correspond to those in the March 2018 CRA report "Scenario 
Fuel Forecast Documentation -- Budget 2018." The same CO[2] price cases were also applied in the analysis 
updates in April 2019 and September 2019.  

  We find that the low, moderate and high natural gas price cases reasonably reflect a range of price paths useful in 
assessing the value of generation assets. However, by weighting the nine scenarios equally, the RMP analysis 
effectively assumes that the high natural gas price case is as likely as the low and moderate cases. We believe the 
high gas case -- with natural gas prices roughly double the low case early in the analysis horizon, rising to four 
times the low case -- is comparatively unlikely. The most relevant consequence of giving the high fuel price case 
equal weighting with the others is that it likely causes the energy value of Plant Daniel to be overstated.  

  With respect to the CO[2] prices, while a future with ho price (explicit or effective) on CO[2] over the long-
term [*40]  is possible, we consider this to be a low likelihood future. In our view, a high CO[2] price case that would 
test the effects of stringent mitigation policies would be far higher than the $ 20/metric ton ("MT") case used in the 
fuel/CO[2] scenarios. Figure 3 compares the moderate and high CO[2] cases represented in the nine future 
scenarios used in the RMP evaluations to the U.S. Government Social Cost of Carbon ("SCC"). The SCC values 
represent estimates of the long-term damage caused by a metric ton of CO[2] emissions in a given year. The U.S. 
Environmental Protection Agency and other federal agencies were required to use the SCC values to evaluate 
costs and benefits of CO[2] impacts from rulemakings. Though this requirement has been suspended under the 
Trump administration, the SCC series still represents the most current U.S. government technical estimate of CO[2] 
costs (revised as of August 2016).  

  [SEE Figure 3: CO[2] Price Cases Compared to the U.S. Social Cost of Carbon ([TEXT REDACTED BY THE 
COURT] dollars) IN ORIGINAL] 10     

  The comparison in Figure 3 shows that both the moderate and high CO[2] cases reflected in the nine evaluation 
scenarios are well below the U.S. SCC [*41]  for the entire RMP evaluation period. Even the U.S. SCC values may 

10 U.S. Government Social Cost of Carbon (3% social discount rate case) from: "Technical Support Document: Technical Update 
of the Social Cost of Carbon for Regulatory Impact Analysis Under Executive Order 12866" (May 2013, Revised August 2016).
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underestimate current best estimates of the CO[2] price necessary to limit global temperature increases. The 
October 2019   Fiscal Monitor published by the International Monetary Fund presented the results of an analysis 
showing that a carbon tax (or policy equivalent) rising quickly to $ 75 
https://19january2017snapshot.epa.gov/climatechange/social-cost-carbon_html. Values adjusted to real 2016 
dollars using historical inflation based on the U.S. GDP implicit price deflator, accessed at https://fred.stlouisfed.org. 
per ton of CO[2] (2017] in 2030 is required to limit warming to 2°C. 11, 12 This compares to the U.S. SCC value of 
approximately $ 58/ton in 2017 dollars.      

  The moderate and high CO[2] cases also incorporate assumed carbon capture and sequestration ("CCS") 
requirements on new gas-fired combined cycle power plants, beginning in 2036 in the $ 20 CO[2] price case and 
2048 in the $ 10 CO[2] price case. In the referenced forecast document, CRA states that the combination of the $ 
20 CO[2] price path and assumed CCS requirements starting in 2036 "represents a reasonable high bound, and 
that a higher price is not necessary to model." 13 While the CCS [*42]  assumptions do augment the effect of CO[2] 
prices on new combined cycle power plants, they would diminish the effect of CO[2] prices on other generation 
sources, particularly coal-fired facilities such as Daniel Units 1 and 2. The assumed CCS requirements would 
increase the costs of incremental generation capacity from combined cycles, tending to increase wholesale market 
prices and the value of generation from existing resources. The resulting increase in energy value of generation 
would partially offset the already modest CO[2] price effect on coal generation.    

  With respect to the effect on the RMP evaluations, we believe that the CO[2] price cases applied in the nine 
scenarios do not represent an appropriate range of potential futures for assessing the value of existing coal-fired 
generation. Our conclusion is that all of the evaluations consequently overestimate the value Daniel Units 1 and 2. 
This issue is of more concern with respect to the results of the initial August 2018 study and the April 2019 update, 
which both showed value in the retention of Daniel Units 1 and 2. The concern is lessened somewhat with respect 
to the September 2019 study, which concluded that retirement [*43]  of Daniel would provide savings (i.e., more 
appropriate CO[2] price cases would not change that conclusion). However, we find that the flawed CO[2] price 
cases cause Daniel to be overvalued in all the evaluation studies relative to the other MPC assets.  

  IV. Discussion of Daniel and Watson Retirement Potential  

  As indicated by the discussion above, the RMP evaluation was essentially guaranteed to identify around 1,000 
MW of excess capacity for accelerated retirement. This follows from the fact that MPC's older steam resources, 
including Watson Unit 5 and Daniel Units 1 and 2, provide little or no net energy value to offset their going-forward 
costs. As a consequence, none of the steam resources provides benefit in excess of cost unless a value is 
assigned to its capacity. Since the steam resources total approximately 1,500 MW, and MPC has about 1,000 MW 
of excess capacity, the question is which 500 MW should be retained? And that effectively comes down to Watson 
Unit 5 or MPC's share of Plant Daniel, each representing about 500 MW of capacity. If one is retired, the other 
takes on significant capacity value, because retiring the second would cause a capacity shortfall that would need to 
be filled.  

  The trajectory of the value of Daniel [*44]  Units 1 and 2 over time can be illustrated by comparing generation from 
the plant to that from the Darnel Units 3 and 4 combined cycles located at the same site. The rolling 12-month 
capacity factors for the combined coal and gas units respectively since 2007 are shown in Figure 6, with the rolling 
12-month average of natural gas prices at Henry Hub. It is apparent that, as natural gas prices have fallen (with the 

11 IMF, "Fiscal Monitor: How to Mitigate Climate Change," (October 2019). 
https://www.imf.org/en/Publications/FM/Issues/2019/09/12/fiscal-monitor-october-2019#Mitigating%20Climate%20Change.

12 The 2°C threshold, representing the average global temperature increase relative to pre-industrial levels, is often used as a 
reference target that is potentially achievable, allows for human adaptation, and moderates risk of catastrophic, runaway 
temperature increases.

13 Scenario Fuel Forecast Documentation -- Budget 2018, page 9.
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large and sustained rise in shale gas production), Daniel Units 3 and 4 have become less costly, and more valuable 
to operate, while the reverse has happened to Daniel Units 1 and 2.  

  [SEE Figure 4: Daniel Units Rolling 12-mo. Capacity Factor; Rolling Avg. NG Price IN ORIGINAL] 14   

  While natural gas prices continue to demonstrate seasonal variation in response to demand levels, and volatility in 
response to transient supply disruptions, e.g., from gulf coast hurricanes, average prices have stayed within a 
remarkably stable range for more than a decade. The 12-month rolling average price at Henry Hub shown in Figure 
4 has been below $ 5.00 per MMBtu for 122 consecutive months. And futures prices indicate that the market 
expects natural gas production to remain high and [*45]  prices to remain low. Monthly historical prices and futures 
prices are shown in Figure 5. While the futures market is illiquid in out years, and pricing tends to follow near-term 
trends, there is no indication that the new natural gas context is expected to change looking forward.  

  [SEE Figure 5: Natural Gas Historical and Futures Prices IN ORIGINAL] 15   

IV.1. Relative Value of Watson Unit 5 and Daniel Units 1 and 2

  As indicated by the RMP Step 1 values summarized in Table A-3, above, the relative value of Watson Unit 5 and 
Daniel Units 1 and 2 has been close for all the evaluation analyses. The value of Daniel fell below that of Watson 
Unit 5 largely because retirement of one unit at Daniel became a certainty following Gulf Power's January 2019 
notice. MPC acknowledged that the retirement of one unit would increase the costs of the remaining unit; in 
particular, that fixed costs would not be reduced by half, and per-kW costs would therefore increase. It is not clear 
that this effect has been fully assessed and incorporated in the September 2019 revised analysis. The latest result 
was driven predominantly because transmission upgrade costs are no longer avoidable in the retain Daniel case, 
and environmental compliance costs   are avoidable [*46]  in the retire Daniel case.  

  As an alternative to keeping Daniel Unit 1 in operation, Watson Unit 5 is a comparable resource -- similar in size, 
age, and generation value. Figure 6 shows the rolling 12-mouth capacity factor for Watson Unit 5 and Daniel Unit 1 
since 2007. The units have been dispatched similarly, and since January 2007 (the earliest month for which net 
generation data were available for Watson Unit 5), Watson Unit 5 has produced slightly more aggregate net 
generation, by about 1 million MWh, than Daniel Unit 1.  

  [SEE Figure 6: Daniel Unit 1 and Watson Unit 5 Rolling Capacity Factor Since 2007 IN ORIGINAL] 16   

IV.2. Fuel Diversity

  MPC notes that Daniel is its last large generator that is not fueled by natural gas, and so is the only significant 
near-term source of fuel diversity. This is certainly true, and fuel diversity can reduce the volatility of average fuel 
prices over time. However, it is important to appreciate that the fuel diversity provided by retention of Daniel Unit 1 
would be purchased at a cost, much like any fuel price hedge. Reducing fuel price volatility may protect against 
extreme events, but will generally increase average cost, which is what is indicated by the September 2019 
analysis: retaining Daniel Unit 1 rather than Watson Unit 5 would increase expected [*47]  costs.  

  Perhaps more important, retention of Daniel comes with other risks that may more than offset any fuel diversity 
benefit. As discussed in Section m.3.1, we find that the CO[2] price cases applied in the evaluation do not 
appropriately test the value of Daniel Unit 1 in plausible -- in our view likely -- future climate change mitigation policy 
scenarios. Daniel Unit 1 is more exposed than Watson Unit 5 to potential future environmental costs.  

14 Plant generation data from S&P Global Market Intelligence: natural gas price data for Henry Hub (average monthly spot) from 
the Energy Information Administration.

15 Historical data from EIA; futures data from CME Group, https://www.cmegroup.com/trading/energv/natural-gas/natural-
gas.html, accessed 10/25/19.

16 Data from S&P Global Market Intelligence.
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IV.3. Economic Impacts of Retirement

  MPC observes that retirement of Gulf Power's ownership interest in Plant Daniel would have "an adverse impact 
on the local community through reduced employment, ad valorem tax, etc." 17 The retirement of the remaining unit 
would have an additional adverse economic impact. While true, these impacts are not ignored in the RMP 
evaluation. Rather, the impacts are counted as   benefits in the form of avoided costs and avoided ad valorem taxes 
that are explicit components of the resource valuations. We do not dismiss the reality of negative local impacts from 
retirement of Daniel, but we find that the RMP analysis is appropriately focused on potential cost savings that would 
accrue to MPC ratepayers, and that the cost savings are necessarily associated [*48]  with reduced local economic 
stimulus. Additionally, because retirement of Daniel and Watson Unit 5 are effectively mutually-exclusive 
alternatives, negative economic impacts from retirement of Daniel would be linked to positive economic impacts 
from retention of Watson Unit 5.    

A. Appendix -- RMP Analysis Results

  Section III.2 above addresses the key components of evaluated benefits and costs and how the RMP analytical 
approach assigns values of these to each MPC resource. To reiterate the fundamental, conceptual approach, the 
analysis focuses on costs and benefits caused by a decision to retain rather than retire each asset at a particular 
time. In the 2018 study, the "base year" corresponding to the retain/retire decision was 2019, while the revised 
analyses looked at a 2022 base year, and subsequently a 2024 base year.  

  The September 2019 analysis update indicated a switch in results for Watson Unit 5 and Daniel retirement 
alternatives, finding that the most economic RMP alternative would be to cease operation of Plant Daniel and retain 
Watson Unit 5, while the earlier analyses indicated the reverse. The change in results was driven largely by the 
following discrete events:  

  . Gulf Power's January 2019 [*49]  notice that it would retire its 50% share of Plant Daniel, the effect of which 
was evaluated and incorporated in the analysis first in the September 2019 analysis;  

  . Study completed in July 2019 indicating that the compliance deadline for certain CCR projects at Daniel 
would be later, and thus avoidable in the case of retirement.

  In assessing the value of continued operation of Daniel, these changes eliminate the benefit of avoided 
transmission cost, and add costs for environmental expenditures previously excluded because they were not 
expected to be avoidable. This caused the value of Daniel to change from positive to negative in the Step 1 rank 
ordering, dropping below the value of Watson Unit 5 (which also fell in the September 2019 evaluation). The 
change in Step 1 ordering caused the capacity value assigned to Daniel to fall, and that assigned to Watson Unit 5 
to rise.  

  The December 2019 analysis incorporated further updates to the fuel price forecasts, budget forecasts, and 
transmission studies. A significant finding of the updated transmission studies was that retiring either Watson Unit 5 
or Daniel Unit 1 prior to 2024 (assuming that Gulf Power retires Daniel Unit 2) [*50]  would likely cause heightened 
operational risks "that go beyond typical transmission planning scenarios." 18 As a consequence, $ 60 million in 
transmission investment would be required to support system reliability in such an early retirement case, which 
could be avoided by keeping both units in service until 2024.    

  The December 2019 analysis of retiring either plant in 2024 determined that keeping Daniel Unit 1 in operation 
rather than Watson Unit 5 would provide $ 51 million in net present value (NPV) benefits.: Retaining Watson Unit 5 
in operation rather than Daniel Unit 1 would increase net costs on all nine Gas/COa price scenarios evaluated. 
Retaining Daniel Unit 1 rather than Watson Unit 5 would increase net costs in five out of nine Gas/CO[2] price 

17 Response to data request MPUS (BW) 2-2.

18 Supplemental response to MPUS (BW) 2-1 Supplemental 2 (December 31, 2019), page 3.
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scenarios, but would be expected to provide significant net benefits in high gas / low CO[2] price cases, such that 
the average across nine cases is a positive net benefit.  

  August 2018 RMP Results  

  Table A-1 summarizes the final results of the August 2018 RMP analysis. Based on the final ordering by NPVRR, 
the conclusion stated in the RMP Report was that the analysis "currently indicates that the most economic 
alternative is to cease operation of [*51]  Units 4 and 5 at Plant Watson and Units 1 and 2 at Plant Greene County 
prior to their current depreciation dates..." 19     

  Table A-1: Aug 2018 RMP Final NPVRR Values by Evaluated Resource (2019 Base Year)  

Avg. NPVRR, millions 2018$ Slimmer Cumulative

Unit (positive=benefit) Capability, MW Capacity, MW

Watson Unit 5 ($ 2S0) 516 516

Watson Unit 4 ($ 175) 268 784

Greene County Unit 2 ($ 100) 107 891

Greene County Unit 1 ($ 75) 106 997

Sweatt CT $ 15 32

Watson CT $ 15 33

Daniel Units 1 and 2 $ 198 502

Ratcliffe $ 399 680

Daniel Units 3 and 4 $ 1,385 1095

  There are several things to note regarding the summary data in Table A-1 that help in understanding the changes 
in the updated analyses:  

  . The total capacity of the four resources with negative NPVRR (and therefore estimated to provide savings 
from accelerated retirement) is about 1,000 MW, which approximates MPC's near-term capacity excess.  

  . By the nature of the evaluation method, any significant amount of retirement beyond 1,000 MW would not be 
economic, because it would cause capacity shortfalls that would be costly to fill.  

  . The NPVRR value of Daniel Units 1 and 2 includes $ 385 million in capacity value, and results from Daniel 
being below the line -- i.e., beyond 1,000 MW. Without the assigned capacity value, Daniel's NPVRR 
would [*52]  be negative $ 188 million.  

  . The only way Daniel could be retired and not cause a significant capacity shortfall is if a corresponding 
amount of capacity above the line were not retired.  

  . Watson Unit 5 is the largest (and youngest) of the resources above the line, with approximately the same 
capacity as MPC's share of Daniel. Because Watson is assumed to retire first, it is assigned zero capacity 
value.  

  . The only plausible way a revised analysis could alter the retirement list from the August 2018 analysis is for 
Watson Unit 5 and Daniel to switch places in the Step 1 analysis, which would reduce or eliminate Daniel's 
assigned capacity value, and assign capacity value to Watson Unit 5 instead. This is precisely what did occur.

19 RMP Report, page 2.
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  Table A-2 provides detail on the cost and value components of the final NPVRR results shown in Table A-1 (the 
NPVRR values in Table A-l reflect rounding in MPC's presentation of totals, and so do not exactly equal the total 
numbers in Table A-2).  

  Table A-2: Aug 2018 RMP Cost and Value Components by Unit, $ MM 2018$ (2019 Base Year)  

Envtl Other Avoided Energy Capacity

Unit Cost Fixed Trausm Cost Value Avg Value Avg Total

Costs

Watson Unit 5 (0) (310) H(0 H(0 28 (282)

Watson Unit 4 (4) (188) 0 0 15 (177)

Greene County Unit 2 (2) (106) (10 (10 106 (102)

Greene County [*53]  Unit 1
(2) (80) (80 (80 6 (76)

Sweatt CT 0 (17) 0 0 29 13

Watson CT 0 (17) 0 0 30 13

Daniel Units 1 and 2 (40) (512) 173 192 385 197

Ratcliffe 0 (760) 58 467 634 399

Daniel Units 3 and 4 (7) (692) 173 913 998 1,386

  The large values assigned to Daniel Units 1 and 2 for avoided transmission costs and capacity value are evident. 
Another significant issue is that the environmental capital value reflected for Daniel Units 1 and 2 is only a small 
portion of expected costs required for CCR compliance. This reflects the determination in 2018 that few CCR 
compliance costs were potentially avoidable by closing the plant. This conclusion subsequently changed based on 
updated information, as discussed further below.  

  The April 2019 Revised Analysis  

  In April 2019, MPC provided revised analysis results for Daniel Units 1 and 2 and Watson Unit 5. 20 As noted 
above, only changes to the evaluations of these resources could plausibly alter the conclusions regarding 
accelerated retirements that offered savings. The initial evaluations were revised to reflect updated budgets and 
forecasts for the 2019 planning period.    

  The April 2019 revision showed a substantial decrease in the value of Daniel Units 1 and 2 in the Step 1 
evaluation, and a smaller value decrease [*54]  for Watson Unit 5. The difference in Step 1 value between the two 
resources decreased from a $ 111 million relative value for Daniel Units land 2 in the original RMP analysis to a $ 7 
million relative value in the April 2019 revised analysis. MPC identified most of the change of value for Daniel Units 
1 and 2 as resulting from decreased avoided transmission benefit, because an updated transmission study showed 
that some transmission upgrades would be required regardless of whether Daniel Units 1 and 2 ceased operation 
(so that portion could no longer be avoided by retaining Daniel). There was also a significant decrease in the 
estimated energy value of Daniel Units 1 and 2 that appears to be related to a reduction in natural gas prices in the 
high fuel cases.  

  Though the Step 1 value difference almost disappeared, the ordering of Watson Unit 5 ahead of Daniel Units 1 
and 2 in assumed order of retirement meant that Daniel Units 1 and 2 was still assigned substantial capacity value 
in the final evaluation process, with the result that retaining Daniel Units 1 and 2 was still estimated to provide $ 136 
million in NPVRR benefits.  

20 The revised results and accompanying descriptions were provided in response to data request MPUS (BW) 2-1.
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  2022 Base Year  

  In the April 2019 revision, evaluations of Watson [*55]  Unit 5 and Daniel Units 1 and 2 were also performed for a 
2022 base year. This later base year was selected because then-current studies by SCS indicated that 
transmission projects required to accommodate retirement of Watson Unit 5 or Daniel Units 1 and 2 could not be 
completed prior to 2022. The main effect of this change was to increase the value of Daniel Units 1 and 2 because 
environmental projects that were considered avoidable for a 2019 retirement year would have to be completed prior 
to 2022 even if the plant were to be retired in 2022, and so were considered sunk cost by then, and were not 
included in Daniel Units 1 and 2 costs. However, transmission costs were still considered avoidable because they 
would only be needed if the plant were retired.  

  The Step 1 value of Daniel Units 1 and 2 increased to $ 231 million, reflecting substantial value from avoided 
transmission cost and reduced (avoidable) environmental costs. The Step 1 relative value of Daniel Units 1 and 2 
relative to Watson Unit 5 increased from $ 7 million to $ 105 million, and the final 2022 base year NPVRR value of 
retaining Daniel Units 1 and 2 was estimated to be $ 207 million.  

  Gulf Power Notice  

  Prior to the April [*56]  2019 revised analysis, Gulf Power had given notice of its intent to retire its 50% undivided 
interest in Daniel Units 1 and 2. However, the April 2019 analysis was not modified for this material change, 
because MPC had not yet determined the effect on ongoing operation of the Daniel units or the implications for the 
RMP. It was understood that Gulf Power sought to develop a plan under which the 50% ownership split of each unit 
would be modified so that MPC and Gulf Power would each own 100% of one of the units, which would facilitate 
retirement of Gulf Power's interest.  

  MPC did acknowledge that retirement of Gulf Power's ownership interest was expected "to have a negative impact 
on the economics of the operation of the remaining unit by MPC...." 21     

  The September 2019 Revised Analysis  

  The second revised analysis, in September 2019, updated the 2022 base year results to reflect two substantial 
changes:  

  1. Daniel Units 1 and 2 were evaluated assuming that one unit (Unit 2 for the purposes of the analysis) would 
be retired by Gulf Power.  

  The effect for evaluating retention versus retirement of MPC's share (e.g., Unit 1) is that the benefit of 
avoided transmission was eliminated, because it was determined [*57]  that retirement of Gulf Power's Unit 
2 would require the same upgrades as retiring both units, and so the costs could not be avoided by MPC 
retaining Unit 1.

  

  2. A study completed in July 2019 concluded that there was no groundwater contamination attributable to the 
Daniel ash pond (which had been flagged as a concern based on previous tests). Under the CCR rule, this 
would eliminate the requirement for some near-term investments if there was a commitment to close the plant.  

  The effect for the evaluation is that certain environmental upgrade costs became avoidable if Plant Daniel 
is retired, and so they are included in the cost of continued operation of Unit 1.

  

  Both changes caused a decrease in the Step 1 value for Daniel. Updates to Watson Unit 5 also decreased its Step 
1 value, but the aggregate result was that the relative positions of Watson Unit 5 and Daniel Units 1 and 2 were 
swapped in the Step 1 rank ordering; the September 2019 analysis showed greater value for Watson Unit 5 than 
Daniel Units 1 and 2, indicating that in the order of progressive retirements, Daniel  

21 Response to data request MPUS (BW) 2-2, page 1.

2020 MISS. PUC LEXIS 268, *54

Florida Power & Light Company 
Docket No. 20240155-EI 
Staff's First Data Request 
Request No. 5 
Attachment 1 of 2 
Page 21 of 25



  Units 1 and 2 should be retired before Watson Unit 5. The Step 1 values for Watson Unit 5 and Daniel [*58]  Units 
1 and 2 for each analysis and base year are summarized in Table A-3.  

  Table A-3:  Sep 2019 -- Step 1 Benefit (Cost) of Watson Unit 5 and Daniel Units 1 and 2 for Rank 
Ordering, $ millions 

Analysis ilnte Aug 2018 Apr 2019 Analysis S
e
p 
2
0
1
9

Bnse year 2019 2019 2022 2022

Watson Unit 5 $ 160 $ 152 $ 126 $ 92

Daniel Units 1 and 2 $ 271 $ 159 $ 231 $ 34

Daniel relative value $ 111 $ 7 $ 105 ($ 58)

  The change in Step 1 ordering in the September 2019 analysis causes Watson Unit 5 rather than Daniel Units 1 
and 2 to be assigned significant capacity value in the final NPVRR determination. This value assignment drives a 
significant change in the final step, flipping the results from prior analyses. The final NPVRRs from the September 
2019 analysis for Watson Unit 5 and Daniel Units 1 and 2 for the various iterations are summarized in Table A-4.  

  Table A-4:     Sep 2019 -- Final NPVRR Benefit (Cost) of Watson Unit 5 and Daniel Units 1 and 2, $ millions  

Analysis date Aug 2018 Apr 2019 Analysis S
e
p 
2
0
1
9

Bnse year 2019 2019 2022 2022

Watson Unit 5 ($ 280) ($ 348) ($ 328) $ 92

Daniel Units 1 and 2 $ 198 $ 136 $ 207 ($ 129)

  The December 2019 Revised Analysis  

  As noted above, the December 2019 analysis incorporated additional updated information related to the fuel price 
forecasts, budget forecasts, and transmission studies. A key finding was that retiring  either Watson Unit 5 or 
Daniel Unit 1 prior to 2024 (assuming that Gulf Power retires Daniel Unit 2) would require [*59]  $ 60 million in 
transmission investment to support system reliability, and this cost would be avoided by keeping both units in 
service until 2024. The December 2019 update therefore included a 2024 base year case.  

  Table A-5:  Dec 2019 -- Step 1 Benefit (Cost) of Watson Unit 5 and Daniel Units 1 and 2 for Rank 
Ordering, $ millions 

Analysis date Sep-19 Dec
-19

Base year 2022 2022 202
4
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Analysis date Sep-19 Dec
-19

Base year 2022 2022 202
4

Watson Unit 5 $ 92 $ 110 $ 15

Daniel Units 1 and 2 $ 34 $ 82 $ 51

Daniel relative value ($ 58) ($ 28) $ 36

  In looking at the values in Table A-5 for the 2022 and 2024 base years in the December 2019 analysis (Step 1), it 
is important to appreciate that the values shown represent the benefit of   retaining the respective unit in the given 
base year. For example, looking at Watson Unit 5 alone, the analysis indicates that keeping the unit in operation 
between 2022 and 2024 provides about $ 95 million in net value ($ 110 million in value in the 2022 base year 
compared with $ 15 million in value as of the 2024 base year). This is largely because keeping Watson Unit 5 in 
operation until 2024 is estimated to provide nearly $ 80 million in benefit from avoided transmission investments. 
The same is true for Daniel Unit 1, but the difference in overall value between the two base years is much smaller 
($ 31M = $ 82M - $ 51M) because keeping Daniel [*60]  Unit 1 in operation between 2022 and 2024 would entail 
environmental and maintenance capital costs totaling around $ 60 million, which could be avoided if the unit were 
retired in 2022.  

  Table A-6:   Dec 2019 - Final NPVRR Benefit (Cost) of Watson Unit 5 and Daniel Units 1 and 2, $ millions  

Analysis date Sep-19 Dec-19

Base year 2022 2022 2024

Watson Unit 5 $ 92 $ 110 ($ 76)

Daniel Units 1 and 2 ($ 129) ($ 35) $ 51

  Again, the difference between the Step 1 values in Table A-5 and the Final values in Table A-6 is that the unit with 
the lower value in Step 1 has its capacity value substantially reduced in Step 2, because retaining that unit in 
addition to the higher-value unit creates excess capacity.  

  Based on the December 2019 analysis update, retiring Daniel Unit 1 in 2022 and retaining Watson Unit 5 through 
the remainder of its useful life is the case with the highest expected value: $ 110 million NPV. However, MFC 
reports that updated transmission studies indicate that retiring   either Watson Unit 5 or Daniel Unit 1 prior to 2024 
would likely require approximately $ 60 million in transmission upgrades to support system reliability. This would put 
the "Retire Daniel Unit 1 in 2022" case on a par with the "Retire Watson Unit 5 in 2024" case, at around $ 50 million 
net benefit. There remains some [*61]  uncertainty regarding the need for, and net cost to MPC customers of, the 
transmission upgrades. MPC has stated that retirement of Watson Unit 5 or Daniel Unit 1 prior to 2024 would likely 
increase operational risks, but not that NERC 22 reliability criteria would necessarily be violated. MPC also reports 
that no cost allocation has been determined for the transmission upgrade, so it is not known with certainty whether 
MPC customers would bear the full cost of the facility.    

  Additional Observations and Conclusions Regarding RMP Analyses  

  With respect to some costs and benefits, Watson Unit 5 and Daniel Unit 1 are quite similar. For example, they 
would provide a similar amount of capacity value on a standalone basis (i.e., as evaluated in Step 1 of the analysis). 
They also have comparable fixed O&M costs. However, there are significant differences with respect to other costs 

22 North American Electric Reliability Corporation
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and benefits. For example, capital maintenance costs are expected to be nearly five times greater on an NPV basis 
for Daniel Unit 1 compared to Watson Unit 5. At the same time, Watson Unit 5 is expected to provide zero energy 
value under any of the nine Gas/CCh price scenarios, while Daniel Unit 1 is expected to provide some energy value 
in all scenarios, with substantial [*62]  value in the high natural gas price - zero CO[2] price case, which causes the 
average energy value of Daniel Unit 1 to be over $ 100 million across the scenarios. Table A-7 summarizes the 
NPV for the 2022 base year of fixed cost categories where there is a significant difference between Watson Unit 5 
and Daniel Unit 1.  

  Table A-7: NPV of Selected Fixed Costs in 2022 (difference in retention cost), $ millions 23  

Cost category Watson Unit 5 Daniel Unit 1

Maintenance capital $ 175

Environmental $ 27

Ad Valorem Tax $ 26

Gas transportation $ 85

Transmission $ 19

Totals $ 104 $ 228

Difference $ 125

  Retaining Daniel Unit 1 would entail greater fixed costs of about $ 125 million NPV compared to retaining Watson 
Unit 5 and retiring Daniel Unit 1 in 2022. Table A-8 shows the NPV net energy value for Daniel Unit 1 in the 2022 
base year. As noted above, Watson Unit 5 is expected to provide no net energy value in any of the nine scenarios.  

  Table A-8: Daniel Unit 1NPV Energy Value in 2022, $ millions 24  

$ 0 CO[2] $ 10 CO[2] $ 20 CO[2]

High Gas $ 495 $ 189 $ 87

Mod Gas $ 146 $ 50 $ 30

Low Gas $ 34 $ 14 $ 11

Average $ 117

  In simplified terms, keeping Daniel Unit 1 in operation and retiring Watson Unit 5 would impose higher fixed costs, 
with certainty, than retiring Daniel Unit 1 and retaining Watson Unit 5, and this would be offset at least partially by 
expected generation value from the [*63]  retained Daniel unit. It is important to note that the analysis methodology 
captures the energy value based on a simple average across die nine scenarios, with the unstated implication that 
each scenario represents an equally likely future. We do not believe this implication is realistic, and in particular our 
opinion is that the high gas / low CO[2] price case has very low probability.  

  Alternative Case Weighting  

  The scope of our review did not provide for developing an analytical basis justifying a particular alternative 
weighting of the cases evaluated in the RMP. However, we present results for an alternative set of probability 
weights mat we find more plausible than the equal probabilities implicit in taking the simple average across nine 
scenarios. Table A-9 presents scenario weightings based on discrete probability assumptions for each of the CO[2] 
and Gas price cases considered.  

23 Derived from data response MPUS (BW) 4-1.

24 Id.
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  Table A-9: Alternative Scenario Weighting 

CO[2] case 10% 40% 50%

Gas case weight weight: $ 0 CO[2] $ 10 CO[2] $ 20 CO[2]

Combined

Scenario

weight

10% High Gas 1% 4% 5%

40% Mod Gas 4% 16% 20%

50% Low Gas 5% 20% 25%

  Applying the resulting scenario probabilities in Table A-9 to the Daniel Unit 1 NPV net energy values in Table A-8 
gives a weighted result of $ 44 million rather than $ 117 million based on [*64]  simple averaging, and when 
combined with plant fixed costs and other benefits (also weighted according to the alternative probabilities), the 
result shows negative net benefits -- i.e., retaining the unit rather than retiring it in 2022 would be expected to 
impose net costs on customers. The same result occurs if the alternative weightings are applied to the analysis for 
the 2024 retirement date; retaining Daniel would increase costs on an expected basis, reversing the result for 2024 
summarized above in Table A-6.  

  We offer the following final observations and conclusions regarding the RMP analysis of costs and benefits:  

1. As previously noted, the CO[2] price cases do not provide a full assessment of potential impacts on
generation costs of Plant Daniel. There are more plausible future scenarios with higher effective CO[2] costs 
that would make Daniel even less cost-effective.  

2. There are also risks of other, additional, environmental compliance rules and costs that could adversely
affect Plant Daniel, and that are not reflected in the RMP analyses.  

3. We conclude that the uncertainties of the analysis and the risks associated with an unknown future tend to
reduce the [*65]  value of retaining Daniel Unit 1 in operation.  

4. Despite the reported cost differentials in the tens of millions of dollars, the differences are not great as a
percentage of total customer costs. There is great uncertainty, and the net effect of getting the decision "wrong" 
about whether to retire Daniel Unit 1 rather than Watson Unit 5 would likely have a cost impact of less than 1%. 
25

MS Public Service Commission Decisions

End of Document

25 MPC's average of total electric O&M expenses over the five years 2014 through 2018 were about $ 750 million annually. 
Grown at inflation, this amounts to more than $ 10 billion in NPV over 30 years using the discount rate MPC applied in its 
analyses. A $ 100 million NPV delta would therefore amount to less than 1% of total O&M costs.
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Request No. 5.c
Summary CPVRR Analysis for Plant Daniel
Plant Daniel Retires End of 2027

$ Millions CPVRR 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036

Discount Factor 0.96 0.89 0.82 0.76 0.70 0.65 0.60 0.56 0.51 0.48 0.44 0.41

Revenue Requirements(1)

Base Case (Excluding PSA)

Ongoing Costs
Common Facilities Expense(2)(7) $13.9 $5.3 $5.1 $5.2 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Common Facilities Capital (expensed)(2)(7) 4.0  1.6  1.4  1.4  -  -  -  -  -  -  -  -  -  
Property / Ad Valorem Tax(2) 15.5  6.9  2.8  2.8  2.8  2.8  -  -  -  -  -  -  -  

Subtotal, Ongoing Costs 33.4  13.8  9.3  9.4  2.8  2.8  -  -  -  -  -  -  -  

Regulatory Asset

Amortization of Reg Asset(3)(8) -  -  -  -  -  -  -  -  -  -  -  -  -  

Interest Expense(4) -  -  -  -  -  -  -  -  -  -  -  -  -  

Return on Equity(5) -  -  -  -  -  -  -  -  -  -  -  -  -  

Income Tax(6) -  -  -  -  -  -  -  -  -  -  -  -  -  

Subtotal, Regulatory Asset -  -  -  -  -  -  -  -  -  -  -  -  -  

Total RevReqs, Excluding PSA $33.4 $13.8 $9.3 $9.4 $2.8 $2.8 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0

PSA Case

Ongoing Costs

Common Facilities Expense(2)(7) -  -  -  -  -  -  -  -  -  -  -  -  -  

Common Facilities Capital (expensed)(2)(7) -  -  -  -  -  -  -  -  -  -  -  -  -  

Property / Ad Valorem Tax(2) -  -  -  -  -  -  -  -  -  -  -  -  -  

Subtotal, Ongoing Costs -  -  -  -  -  -  -  -  -  -  -  -  -  

Regulatory Asset

Amortization of $45 MM Reg Asset(3)(8) $28.8 $0.0 $4.5 $4.5 $4.5 $4.5 $4.5 $4.5 $4.5 $4.5 $4.5 $4.5 $0.0

Interest Expense(4) 3.5  0.8  0.7  0.7  0.6  0.5  0.4  0.3  0.3  0.2  0.1  0.0  (0.0)  

Return on Equity(5) 9.9  2.2  2.1  1.8  1.6  1.4  1.2  1.0  0.8  0.5  0.3  0.1  (0.0)  

Income Tax(6) 3.4  0.7  0.7  0.6  0.6  0.5  0.4  0.3  0.3  0.2  0.1  0.0  (0.0)  

Subtotal, Regulatory Asset 45.6  3.7  8.0  7.6  7.2  6.9  6.5  6.1  5.8  5.4  5.0  4.7  (0.0)  

Total RevReqs, PSA Case $45.6 $3.7 $8.0 $7.6 $7.2 $6.9 $6.5 $6.1 $5.8 $5.4 $5.0 $4.7 ($0.0)
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Request No. 5.c
Summary CPVRR Analysis for Plant Daniel
Plant Daniel Retires End of 2027

$ Millions CPVRR 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036

Discount Factor 0.96 0.89 0.82 0.76 0.70 0.65 0.60 0.56 0.51 0.48 0.44 0.41

Differential of PSA Case - Base Case (Excluding PSA)

Ongoing Costs

Common Facilities Expense(2)(7) ($13.9) ($5.3) ($5.1) ($5.2) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0

Common Facilities Capital (expensed)(2)(7) (4.0)  (1.6)  (1.4)  (1.4)  -  -  -  -  -  -  -  -  -  

Property / Ad Valorem Tax(2) (15.5)  (6.9)  (2.8)  (2.8)  (2.8)  (2.8)  -  -  -  -  -  -  -  

Subtotal, Avoidable Costs (33.4)  (13.8)  (9.3)  (9.4)  (2.8)  (2.8)  -  -  -  -  -  -  -  

Regulatory Asset
Amortization of Reg Asset(3)(8) $28.8 $0.0 $4.5 $4.5 $4.5 $4.5 $4.5 $4.5 $4.5 $4.5 $4.5 $4.5 $0.0
Interest Expense(4) 3.5  0.8  0.7  0.7  0.6  0.5  0.4  0.3  0.3  0.2  0.1  0.0  (0.0)  
Return on Equity(5) 9.9  2.2  2.1  1.8  1.6  1.4  1.2  1.0  0.8  0.5  0.3  0.1  (0.0)  
Income Tax(6) 3.4  0.7  0.7  0.6  0.6  0.5  0.4  0.3  0.3  0.2  0.1  0.0  (0.0)  

Subtotal, Regulatory Asset 45.6  3.7  8.0  7.6  7.2  6.9  6.5  6.1  5.8  5.4  5.0  4.7  (0.0)  

Net Customer Costs / (Savings)(9)
$12.2 ($10.2) ($1.3) ($1.8) $4.5 $4.1 $6.5 $6.1 $5.8 $5.4 $5.0 $4.7 ($0.0)
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Request No. 5.c
Summary CPVRR Analysis for Plant Daniel
Plant Daniel Retires End of 2027

$ Millions CPVRR 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036

Discount Factor 0.96 0.89 0.82 0.76 0.70 0.65 0.60 0.56 0.51 0.48 0.44 0.41

Base: Incremental Revenue Requirements(1)

Common Facilities Expense(2) ($10.7) ($3.9) ($4.0) ($4.1) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Common Facilities Capital (expensed)(2) (3.6)  (1.6)  (1.2)  (1.2)  -  -  -  -  -  -  -  -  -  
Property / Ad Valorem Tax(2) (15.5)  (6.9)  (2.8)  (2.8)  (2.8)  (2.8)  -  -  -  -  -  -  -  
Amortization of $39.3 MM Base Reg Asset(3) 25.2  - 3.9 3.9  3.9  3.9  3.9  3.9  3.9  3.9  3.9  3.9  -  
Interest Expense(4) 3.1  0.7  0.6  0.6  0.5  0.4  0.4  0.3  0.2  0.2  0.1  0.0  (0.0)  
Return on Equity(5) 8.6  1.9  1.8  1.6  1.4  1.2  1.0  0.8  0.7  0.5  0.3  0.1  (0.0)  
Income Tax(6) 2.9  0.6  0.6  0.5  0.5  0.4  0.4  0.3  0.2  0.2  0.1  0.0  (0.0)  

Net Base Revenue Requirement 10.0  (9.2)  (1.0)  (1.5)  3.5  3.2  5.7  5.4  5.0  4.7  4.4  4.1  (0.0)  

Clause: Incremental Revenue Requirements(1)

Common Facilities Expense(7) ($3.2) ($1.3) ($1.1) ($1.1) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Common Facilities Capital (expensed)(7) (0.4)  (0.1)  (0.2)  (0.2)  -  -  -  -  -  -  -  -  -  
Property / Ad Valorem Tax(7) -  -  -  -  -  -  -  -  -  -  -  -  -  
Amortization of $5.7 MM Clause Reg Asset(8) 3.7  - 0.6 0.6  0.6  0.6  0.6  0.6  0.6  0.6  0.6  0.6  -  
Interest Expense(4) 0.4  0.1  0.1  0.1  0.1  0.1  0.1  0.0  0.0  0.0  0.0  0.0  (0.0)  
Return on Equity(5) 1.3  0.3  0.3  0.2  0.2  0.2  0.2  0.1  0.1  0.1  0.0  0.0  (0.0)  
Income Tax(6) 0.4  0.1  0.1  0.1  0.1  0.1  0.1  0.0  0.0  0.0  0.0  0.0  (0.0)  

Net Clause Revenue Requirement 2.2  (0.9)  (0.3)  (0.3)  0.9  0.9  0.8  0.8  0.7  0.7  0.6  0.6  (0.0)  

Net Customer Costs / (Savings)(9)
$12.2 ($10.2) ($1.3) ($1.8) $4.5 $4.1 $6.5 $6.1 $5.8 $5.4 $5.0 $4.7 ($0.0)

1) Revenue Requirement represents the difference between the Revenue Requirement with and without the Transaction
2) Represents cost savings associated with FPL's 50% ownership interest in Plant Daniel that are recovered through base rates
3) Represents the amortization of the base regulatory asset over 10 years
4) Interest expense assumes 5.66% cost of debt and 40.4% debt to investor capital ratio
5) Return on Equity assumes 10.80% cost of equity and 59.6% equity to investor capital ratio
6) Income tax assumes blended state and federal tax rate of 25.345%
7) Represents cost savings associated with FPL's 50% ownership interest in Plant Daniel that are recovered through clause rates
8) Represents the amortization of the clause regulatory asset over 10 years
9) Net Customer Costs / (Savings) reflect the sum of base and clause net revenue requirement
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QUESTION: 

Please refer to MPC’s 2024 IRP filing with the MPSC. 

a. Verify that the retirement date assumed for the Plant Daniel Coal Units in its 2024 IRP was

December 2028.

b. Discuss what factors drove the retirement extension to December 2028, including whether

it is associated with any Purchased Power Agreements. If those agreements are with other

Southern Company subsidiaries, please identify them.

c. Explain what relevant steps, if any, are needed by MPC from the MPSC to approve the

proposed retirement extensions.

d. Explain how binding the IRP document is to MPC. As part of your discussion, compare

the regulatory treatment of the 2024 IRP to FPL’s 2024 Ten-Year Site Plan.

e. Provide a CPVRR analysis and charts, including a Base Case, PSA Case, and Differential

using the December 2028 retirement date. Provide an electronic version of these charts in

Excel format with formulas intact.

RESPONSE:  

a. Confirmed.

b. These factors are identified in MPC’s 2024 IRP Update, which provides as follows:

Since 2021, the Southeast Subregion has come into balance in terms of generating 

capacity and load. This has resulted in a significant rise in market prices for 

generating capacity and an accompanying rise in the capacity value of MPC’s 

fossil steam units. These units are now in demand to fill near-term and medium-

term capacity gaps while new generation is built in the Southeast Subregion. Based 

on the results of recent studies, the planned retirement dates for these units have 

been extended to maximize the economic benefit to MPC’s customers…. With the 

expectation of new economic development loads from the significant increase in 

economic development inquiries in MPC’s service area and sustained regional 

capacity needs beyond 2028, the Company anticipates the further extension of units 

beyond 2028. When those opportunities materialize, MPC will reflect associated 

unit changes in future IRP filings. 

With regard to Purchased Power Agreements, MPC affiliate Georgia Power Company’s 

(“GPC”) 2023 IRP update states, “On October 11, 2023, Georgia Power and Mississippi Power 

executed a PPA for the sale of 750 MW of capacity and energy from Mississippi Power to 

Georgia Power for the term of January 1, 2024, through December 31, 2028.”  FPL has no 

specific knowledge of MPC’s or GPC’s power purchase agreements (“PPA”) or whether 
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additional capacity acquired at Plant Daniel Units 1 & 2 will be utilized to fulfill the PPA noted 

in GPC’s 2023 IRP. 

c. No specific approval from the MPSC is required.

d. Like FPL’s 2024 Ten-Year Site Plan, MPC’s IRP document is informational and non-binding

upon the utility, and is updated periodically (at least every three years) by the utility to reflect

current economic and market conditions.

e. Based on the information provided in FPL’s response to Staff’s First Data Request, No. 7, a

2028 retirement of the units is not a plausible scenario.

Please see the tab labeled “Staffs 1st DR No. 6e” of the Excel document provided in response 

to Staff’s Data Request No. 1a, as well as Attachment 1 to this response.    Please note that the 

CPVRR analysis on tab “Staffs 1st DR No. 5c” assumes no change to the base case Transfer 

Amount of $45.0 million; however, if the retirement date of the units were expected to be in 

2028, FPL would have negotiated for a lower transfer price and would not have entered into 

the purchase and sale agreement that is before the Commission.  As detailed in FPL’s response 

to Staff’s First Data Request No. 7, 2031 is the current retirement date, and if the units are 

retired after 2031 additional savings will accrue to FPL customers beyond those currently 

projected.   



Request No. 6.e
Summary CPVRR Analysis for Plant Daniel
Plant Daniel Retires End of 2028

$ Millions CPVRR 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036

Discount Factor 0.96 0.89 0.82 0.76 0.70 0.65 0.60 0.56 0.51 0.48 0.44 0.41

Revenue Requirements(1)

Base Case (Excluding PSA)

Ongoing Costs
Common Facilities Expense(2)(7) $18.0 $5.3 $5.1 $5.2 $5.4 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Common Facilities Capital (expensed)(2)(7) 5.1  1.6  1.4  1.4  1.5  -  -  -  -  -  -  -  -  
Property / Ad Valorem Tax(2) 17.3  6.9  2.8  2.8  2.8  2.8  2.8  -  -  -  -  -  -  

Subtotal, Ongoing Costs 40.4  13.8  9.3  9.4  9.6  2.8  2.8  -  -  -  -  -  -  

Regulatory Asset

Amortization of Reg Asset(3)(8) -  -  -  -  -  -  -  -  -  -  -  -  -  

Interest Expense(4) -  -  -  -  -  -  -  -  -  -  -  -  -  

Return on Equity(5) -  -  -  -  -  -  -  -  -  -  -  -  -  

Income Tax(6) -  -  -  -  -  -  -  -  -  -  -  -  -  

Subtotal, Regulatory Asset -  -  -  -  -  -  -  -  -  -  -  -  -  

Total RevReqs, Excluding PSA $40.4 $13.8 $9.3 $9.4 $9.6 $2.8 $2.8 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0

PSA Case

Ongoing Costs

Common Facilities Expense(2)(7) -  -  -  -  -  -  -  -  -  -  -  -  -  

Common Facilities Capital (expensed)(2)(7) -  -  -  -  -  -  -  -  -  -  -  -  -  

Property / Ad Valorem Tax(2) -  -  -  -  -  -  -  -  -  -  -  -  -  

Subtotal, Ongoing Costs -  -  -  -  -  -  -  -  -  -  -  -  -  

Regulatory Asset

Amortization of $45 MM Reg Asset(3)(8) $28.8 $0.0 $4.5 $4.5 $4.5 $4.5 $4.5 $4.5 $4.5 $4.5 $4.5 $4.5 $0.0

Interest Expense(4) 3.5  0.8  0.7  0.7  0.6  0.5  0.4  0.3  0.3  0.2  0.1  0.0  (0.0)  

Return on Equity(5) 9.9  2.2  2.1  1.8  1.6  1.4  1.2  1.0  0.8  0.5  0.3  0.1  (0.0)  

Income Tax(6) 3.4  0.7  0.7  0.6  0.6  0.5  0.4  0.3  0.3  0.2  0.1  0.0  (0.0)  

Subtotal, Regulatory Asset 45.6  3.7  8.0  7.6  7.2  6.9  6.5  6.1  5.8  5.4  5.0  4.7  (0.0)  

Total RevReqs, PSA Case $45.6 $3.7 $8.0 $7.6 $7.2 $6.9 $6.5 $6.1 $5.8 $5.4 $5.0 $4.7 ($0.0)
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Request No. 6.e
Summary CPVRR Analysis for Plant Daniel
Plant Daniel Retires End of 2028

$ Millions CPVRR 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036

Discount Factor 0.96 0.89 0.82 0.76 0.70 0.65 0.60 0.56 0.51 0.48 0.44 0.41

Differential of PSA Case - Base Case (Excluding PSA)

Ongoing Costs

Common Facilities Expense(2)(7) ($18.0) ($5.3) ($5.1) ($5.2) ($5.4) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0

Common Facilities Capital (expensed)(2)(7) (5.1)  (1.6)  (1.4)  (1.4)  (1.5)  -  -  -  -  -  -  -  -  

Property / Ad Valorem Tax(2) (17.3)  (6.9)  (2.8)  (2.8)  (2.8)  (2.8)  (2.8)  -  -  -  -  -  -  

Subtotal, Avoidable Costs (40.4)  (13.8)  (9.3)  (9.4)  (9.6)  (2.8)  (2.8)  -  -  -  -  -  -  

Regulatory Asset
Amortization of Reg Asset(3)(8) $28.8 $0.0 $4.5 $4.5 $4.5 $4.5 $4.5 $4.5 $4.5 $4.5 $4.5 $4.5 $0.0
Interest Expense(4) 3.5  0.8  0.7  0.7  0.6  0.5  0.4  0.3  0.3  0.2  0.1  0.0  (0.0)  
Return on Equity(5) 9.9  2.2  2.1  1.8  1.6  1.4  1.2  1.0  0.8  0.5  0.3  0.1  (0.0)  
Income Tax(6) 3.4  0.7  0.7  0.6  0.6  0.5  0.4  0.3  0.3  0.2  0.1  0.0  (0.0)  

Subtotal, Regulatory Asset 45.6  3.7  8.0  7.6  7.2  6.9  6.5  6.1  5.8  5.4  5.0  4.7  (0.0)  

Net Customer Costs / (Savings)(9)
$5.2 ($10.2) ($1.3) ($1.8) ($2.4) $4.1 $3.7 $6.1 $5.8 $5.4 $5.0 $4.7 ($0.0)
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Request No. 6.e
Summary CPVRR Analysis for Plant Daniel
Plant Daniel Retires End of 2028

$ Millions CPVRR 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036

Discount Factor 0.96 0.89 0.82 0.76 0.70 0.65 0.60 0.56 0.51 0.48 0.44 0.41

Base: Incremental Revenue Requirements(1)

Common Facilities Expense(2) ($13.9) ($3.9) ($4.0) ($4.1) ($4.2) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Common Facilities Capital (expensed)(2) (4.5)  (1.6)  (1.2)  (1.2)  (1.2)  -  -  -  -  -  -  -  -  
Property / Ad Valorem Tax(2) (17.3)  (6.9)  (2.8)  (2.8)  (2.8)  (2.8)  (2.8)  -  -  -  -  -  -  
Amortization of $39.3 MM Base Reg Asset(3) 25.2  - 3.9 3.9  3.9  3.9  3.9  3.9  3.9  3.9  3.9  3.9  -  
Interest Expense(4) 3.1  0.7  0.6  0.6  0.5  0.4  0.4  0.3  0.2  0.2  0.1  0.0  (0.0)  
Return on Equity(5) 8.6  1.9  1.8  1.6  1.4  1.2  1.0  0.8  0.7  0.5  0.3  0.1  (0.0)  
Income Tax(6) 2.9  0.6  0.6  0.5  0.5  0.4  0.4  0.3  0.2  0.2  0.1  0.0  (0.0)  

Net Base Revenue Requirement 4.1  (9.2)  (1.0)  (1.5)  (1.9)  3.2  2.9  5.4  5.0  4.7  4.4  4.1  (0.0)  

Clause: Incremental Revenue Requirements(1)

Common Facilities Expense(7) ($4.1) ($1.3) ($1.1) ($1.1) ($1.2) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Common Facilities Capital (expensed)(7) (0.6)  (0.1)  (0.2)  (0.2)  (0.2)  -  -  -  -  -  -  -  -  
Property / Ad Valorem Tax(7) -  -  -  -  -  -  -  -  -  -  -  -  -  
Amortization of $5.7 MM Clause Reg Asset(8) 3.7  - 0.6 0.6  0.6  0.6  0.6  0.6  0.6  0.6  0.6  0.6  -  
Interest Expense(4) 0.4  0.1  0.1  0.1  0.1  0.1  0.1  0.0  0.0  0.0  0.0  0.0  (0.0)  
Return on Equity(5) 1.3  0.3  0.3  0.2  0.2  0.2  0.2  0.1  0.1  0.1  0.0  0.0  (0.0)  
Income Tax(6) 0.4  0.1  0.1  0.1  0.1  0.1  0.1  0.0  0.0  0.0  0.0  0.0  (0.0)  

Net Clause Revenue Requirement 1.1  (0.9)  (0.3)  (0.3)  (0.5)  0.9  0.8  0.8  0.7  0.7  0.6  0.6  (0.0)  

Net Customer Costs / (Savings)(9)
$5.2 ($10.2) ($1.3) ($1.8) ($2.4) $4.1 $3.7 $6.1 $5.8 $5.4 $5.0 $4.7 ($0.0)

1) Revenue Requirement represents the difference between the Revenue Requirement with and without the Transaction
2) Represents cost savings associated with FPL's 50% ownership interest in Plant Daniel that are recovered through base rates
3) Represents the amortization of the base regulatory asset over 10 years
4) Interest expense assumes 5.66% cost of debt and 40.4% debt to investor capital ratio
5) Return on Equity assumes 10.80% cost of equity and 59.6% equity to investor capital ratio
6) Income tax assumes blended state and federal tax rate of 25.345%
7) Represents cost savings associated with FPL's 50% ownership interest in Plant Daniel that are recovered through clause rates
8) Represents the amortization of the clause regulatory asset over 10 years
9) Net Customer Costs / (Savings) reflect the sum of base and clause net revenue requirement
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QUESTION: 

Explain the differential between FPL’s 2031 retirement date and the December 2027 and 

December 2028 Retirement dates from MPC’s 2021 and 2024 IRPs, respectively.  

a. When did FPL become aware of the retirement extension from 2027 to 2028?

b. When did FPL become aware of the potential retirement extension from 2028 to 2031?

i. If the 2028 to 2031 retirement extension is firm and not potential, explain how that

was determined, including identifying any contract(s) that may be related to the

capacity.

ii. If the 2028 to 2031 retirement extension is only potential, explain why FPL

ratepayers should pay for a speculative retirement date.

c. Explain why it is practical for MPC to extend the retirement of the units but not for FPL

to extend its retirement.

RESPONSE:   

a. FPL first became aware of a potential extension of MPC’s retirement date from December

2027 to December 2028 in Q4 2023 during discussions with Southern Company on options

for FPL to reduce or eliminate its common plant cost-share burden associated with its retired

ownership share in Plant Daniel 1 & 2.

b. In FPL’s discussions with Southern Company throughout the spring and summer of 2024,

Southern indicated it was evaluating extension of the planned retirement of Daniel 1 & 2

based on the recently announced Amazon investment of $10 billion in data centers in

Mississippi as well as other growing electricity demand across Southern’s footprint in the

Southeast.  In these conversations, Southern indicated to FPL that the retirement dates for

Daniel 1 & 2 would be extended to 2031.

Prior to the conversations held in the latter part of 2024, the high likelihood of the Daniel 

retirement extension on account of MPC’s projected load increase had been conveyed 

publicly by MPC.  As one example, MPC indicated in its 2024 IRP filing, with regard to 

certain generating units, including Daniel 1 & 2, that “the Company anticipates the further 

extension of units beyond 2028.”  Additional excerpts from MPC’s IRP describing how 

anticipated load growth has prompted retirement extensions are provided in subsection (b)(i) 

below.  More recent conversations with Southern Company have confirmed that the 

anticipated retirement extension of Daniel 1 & 2 to 2031 has become a solidified resource 

planning assumption for MPC. 
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i. In FPL’s discussions with MPC, MPC has indicated to FPL that it will be proposing

extension of the Daniel 1 & 2 retirement to 2031, as was foreshadowed in MPC’s prior

IRP filings with the Mississippi Public Service Commission.  The extension is driven by

the necessity of meeting growing load demand in the near term as was repeatedly

emphasized, as the following excerpts show, in MPC’s 2024 IRP:

MPC has seen a significant increase in the quantity and 

size of economic development prospects, especially in the 

data center and traditional manufacturing sectors. MPC 

expects the next forecast may materially change. 

Historically, MPC’s economic development team has seen 

at most 400 megawatts (MW) in the pipeline of projects 

actively seeking a site location. In contrast, today there are 

several large data center and manufacturing projects in the 

pipeline that are actively engaged in site evaluations. MPC 

is in active site location discussions on four projects 

totaling 3,700 MW which are considered high probability. 

MPC 2024 IRP at 4. 

With the expectation of new economic development loads 

from the significant increase in economic development 

inquiries in MPC’s service area and sustained regional 

capacity needs beyond 2028, the Company anticipates the 

further extension of units beyond 2028. When those 

opportunities materialize, MPC will reflect associated unit 

changes in future IRP filings. 

Id. at 13. 

With the recent increase in activity in the economic 

development arena, a large load addition is possible in the 

near term. For that eventuality, the Company will evaluate 

options to serve the new load including retirement 

extensions as well as new builds.” 

Id. at 47. 

While 2031 is the most probable retirement date, it is also possible that the date could 

extend beyond 2031, which absent this transaction would increase the cost obligation of 

FPL’s customers.  A retirement date beyond 2031 coupled with the consummation of this 

transaction, however, would further increase the economic benefit to FPL’s customers.  

Current U.S. Environmental Protection Agency (“EPA”) greenhouse gas (“GHG”) rules, 

which became final in April of 2024, require coal plants to convert 100% to gas 

operations or to install carbon capture equipment in order to remain in operation beyond 

2031.  These costly unit modifications would likely necessitate MPC’s retirement of 
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Units 1 & 2 by the end of 2031.  However, if EPA GHG rules are successfully contested, 

or are repealed through agency, legislative, or executive action, it may be economically 

supportable for MPC to continue operating the units beyond 2031.  This outcome would 

create more cumulative present value revenue requirements (CPVRR) savings and make 

the transaction even more beneficial for FPL’s customers. 

ii. Please see response to subpart (b)(i).

c. Each utility system represents a unique combination of load forecasts, resource mix, and

system constraints.  A decision that may be good for one utility system will not universally

apply to others.  According to FPL’s evaluation of the resource plan for its system, retiring its

share of Plant Daniel early and replacing this resource with new solar and battery energy

storage systems is more cost-effective for FPL’s customers.
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QUESTION: 

After its 2019 Notice, did FPL have the ability, either through its existing contract or by 

negotiation with MPC, to extend or modify the retirement dates? If so, identify what factors 

would have been required, such as consent from MPC or a separate agreement. If not, why not? 

a. Did FPL consider modifying the retirement date after the 2019 Notice?

b. Did Gulf or FPL consider the sale of its share of the Plant Daniel Coal Units before

2024? If so, explain why it was not executed. If not, explain why not.

RESPONSE:   

As a partial owner in the plant, FPL had the right to unilaterally modify its retirement plans for 

its 50% share of Daniel Units 1 & 2.  FPL would only have had to provide notice to MPC 

regarding its changed retirement plans. 

a. FPL has continued to assess the appropriateness of its planned Plant Daniel 1 & 2

retirement in each annual Ten-Year Site Plan resource planning cycle since the 2019

Notice.

b. FPL had considered the sale of Daniel 1 & 2 prior to 2024.  In fact, paragraph 12.01(b) of

the July 8, 2022 amendment of the Operating Agreement gave MPC an option to

purchase FPL’s share of Daniel 1 & 2 at any time up until 120 days prior to FPL’s

planned retirement date.  MPC did not exercise this option.  Coal plants like Daniel 1 & 2

are complex assets to sell not only because of issues associated with joint ownership, but

also because of environmental liabilities and dismantlement costs associated with coal

residuals.  Not until the large load growth projections associated with data center demand

beginning in 2023 was there sufficient motivation to consider such a transaction.
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QUESTION: 
Please explain if the proposed PSA allows MPC to fire the Plant Daniel Coal Units above MPC’s 
current 50% ownership threshold (ie – operating FPL’s retired share of the units). If so, and MPC 
is engaging in purchased power agreements for the associated capacity, why is FPL not 
considering participation in those or other economically beneficial PPAs? If not, why not? 

RESPONSE:   
The PSA allows MPC to fire the Plant Daniel Coal Units above MPC’s current 50% ownership 
threshold. 

FPL is not aware of whether MPC is offering the purchased capacity in Daniel 1 & 2 into the 
wholesale power market.  FPL initially retired its share of Plant Daniel 1 & 2 because it was a 
relatively expensive form of capacity and energy which would be replaced by other, more cost-
effective resources to meet load growth as illustrated in its Ten-Year Site Plans since 2020.   
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QUESTION: 

Please refer to PSA Articles 5.3 and 7.1.7. When does FPL anticipate MPC receiving all 

regulatory approvals from the MPSC regarding this agreement? 

RESPONSE:   

FPL anticipates that MPC will obtain the required MPSC regulatory approvals in the first quarter 

of 2025.  
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