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A.7.0  Request for Proposal Process
A.7.1  Description of the RFP Process

On November 28, 2005, FMPA, JEA, RCID, and the City of Tallahassee (the Participants) issued a Request for Power Supply Proposals (RFP), which is presented in Appendix A.1 of this Application.  The accompanying fuel prices are also presented in Appendix A.1.  The RFP served as an invitation for qualified companies to submit proposals for the supply of capacity and energy to meet a portion of the projected power requirements of the Participants beginning on June 1, 2012, and continuing over a period of at least 10 years.  The RFP requested a minimum of 100 MW (up to a maximum of 750 MW) to be allocated among the Participants, and required that the proposed capacity and energy be delivered into each Participant’s system on a firm, first-call, non-recallable basis.

Stage 1 of the evaluation process for bids received in response to the RFP consisted of a compliance check with the following list of minimum requirements specified in the RFP:
(1)
Proposers must attend the Pre-Bid Conference and submit a Notice of Intent to Bid by the appropriate deadline.
(2)
The capacity and energy proposed are on a first-call, non-recallable basis. That is, as long as the unit(s) from which the capacity is purchased is available, the Participants have the right to the output of the unit(s) for the duration of the contract.  The Participants’ rights must be equal to or superior to any other party’s rights to such unit(s) output.
(3)
All proposals must remain in effect until August 1, 2006, or later if the purchase is to be finalized pending a transmission service request.

(4)
The minimum capacity amount offered is 100 MW, allocated among the Participants.

(5)
The minimum term for a proposal is 10 years.
(6)
All generating units providing the proposed capacity must be in operation at least 2 months prior to the required delivery commencement date of the proposed power supply.
(7)
Proposals must identify and include the location of each capacity resource and name the originating Balancing Authority.  Proposed power supply from a resource(s) located outside of any of the Participants’ Balancing Authority’s areas must identify the firm transmission contract path from the power supply(ies) up to the Participants’ Balancing Authority’s area.
(8)
The proposer must ensure that all emissions allowance requirements will be satisfied and that such costs are included in the proposal.
(9)
The proposer must declare ownership or contractual status of a unit, plant, or system capacity as described in Section 14 of the RFP.
(10)
The proposer must complete the appropriate RFP Forms 1 through 6 and provide all appropriate information requested in Attachment A.  All forms requiring a signature must be signed by a duly authorized official.
(11)
The proposer must be willing to provide an adequate Proposal Security and Performance Security prior to entering short-list negotiations.
(12)
The proposer must clearly describe any contractual limits on energy utilization or physical limitations for the operation of the resource.
(13)
The proposal must include scheduling provisions for the sale.

(14)
Each proposal must contain the appropriate Proposal Fee in accordance with Section 9 of the RFP.
(15)
Proposals for new construction projects must not be contingent upon participation by other third parties to support the project.
(16)
If rated by any one or more of the three rating agencies, proposer must have, as a minimum, an investment grade credit rating on senior uninsured debt of Baa3 for Fitch, Baa3 for Moody’s, or BBB- for Standard and Poor’s.  If not rated, the proposer must provide sufficient financial information for the Participants to evaluate the proposer’s financial credit status.
(17)
Proposers that propose to develop a power generating project to provide power to the Participants must have developed, and have had in operation for a minimum of 1 year, at least one currently operating power supply project that is similar to, or larger in size than, the project being proposed.  Those proposing to provide the Participants with power from an existing generating resource, or a portfolio of resources, must have successfully provided similar levels of services to at least one electric utility for a minimum of 1 year.

The Participants reserved the rights to do as follows:
· Reject any proposal for failure to extend validity date if requested;
· Waive any requirement in the RFP;

· Not disclose the reason for rejecting a proposal;

· Negotiate an arrangement for power supply with more than one proposer at a time;

· Not select the proposal with the lowest price;

· Request clarifications from proposers at any time;

· Perform analyses based on further criteria applicable to certain individual Participants; and

· Reject any and all proposals for any reason or no reason received in response to the RFP.

Qualified bidders included electric utilities, independent power producers (IPPs), qualifying facilities (QFs), exempt wholesale generators, nonutility generators, and electric power marketers who have received certification by the Federal Energy Regulatory Commission (FERC).  Proposers unfamiliar to the Participants were required to provide proof of experience.  

A.7.2  Summary of RFP Responses

The RFP was distributed to more than 40 potential bidders and published in seven major newspapers around the country.  The mandatory pre-bid conference was held on December 20, 2005, in Jacksonville, Florida, and was attended by potential bidders from seven companies.  Of the attendees, two companies submitted a Notice of Intent to Bid Form on December 27, 2005.  

The proposal due date was modified to March 7, 2006, and two bids were received, both from Southern Power Company (Southern).  The first proposal was for a 797 MW (net) supercritical pulverized coal unit to be constructed at the same site proposed for the TEC.  The second proposal was for a natural gas fueled, 784 MW (net) 2x1 501G combined cycle unit.  This unit was proposed to be constructed in St. Lucie County, Florida.  
A.7.3  RFP Response Evaluation Process


The Southern proposals were initially received, logged, opened, and distributed by JEA on behalf of the Participants.  The next two phases of the evaluation process were performed by R.W. Beck, Inc. (Beck).  The first phase involved a screening of the minimum requirements as described in Section 19 of the RFP and listed in Section A.7.1.  Southern had signed RFP Form 3, indicating that it concurred with and their proposals met all the minimum requirements set forth in the RFP.  However, in the evaluation process, Beck identified four minimum requirements that were questionable in their completeness.  These incomplete requirements would require that the Participants confirm in writing Southern’s position on these minimum requirements to determine if any further assurances would be required.  Minimum requirement No. 8 stated that the proposer must satisfy all emissions allowance requirements, and that such costs be included in the proposal.  Southern’s proposals stated that, “Emission costs are not included in the variable O&M charges, and these costs, if incurred by the Proposer, would be included in a separate emissions charge.”  To account for this omission, Beck added consistent emissions allowance prices to the evaluation of all proposals.

Beck prepared a busbar screening analysis for three alternatives: the two proposals that were submitted by Southern and the Participants’ Self-Build Resource (TEC).  The busbar analysis was undertaken in order to project annual power costs (in $/MWh) under a base set of assumptions as well as several sensitivity scenarios that reflected higher and lower than expected fuel prices and environmental, capital, and nonfuel O&M expenses.  
A.7.4  Summary of the R.W. Beck Evaluation

The Beck evaluation of Southern’s two proposals and the Self-Build Resource concluded that the Self-Build Resource is projected to have a lower delivered cost to the Participants than Southern’s proposed coal resource or the combined cycle resource.  Southern’s proposed coal resource and combined cycle resource were projected to have higher costs than the Self-Build Resource over a range of evaluation scenarios.  

Black & Veatch performed an independent evaluation of both Southern’s coal and combined cycle proposals for each Participant, the results of which are presented in Section 6 of Volumes B through E of this Application.
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