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Enclosed for filing on behalf of Gulf Power Company (“Gulf”) are the original and seven (7)

copies of:

() Petition for Approval of Purchased Power Contracts

(2)  Request for Confidential Classification. The original includes Exhibits A, B, C and D.
The seven copies include only Exhibits C and D.

(3) Request for Confidential Classification. The original includes Exhibits A, B, C and D.
The seven copies include only Exhibits C and D.

There are separate Requests for Confidential Classification for each purchased power contract.
Exhibit A to both Requests for Confidential Classification contains the confidential information that is the
subject of Gulf’s Request for Confidential Classification. Both Exhibit As are submitted for filing in a
separate, sealed envelopes marked “EXHIBIT A — CONFIDENTIAL”. Two (2) copies of both Exhibit
Bs are being submitted for filing. In each instance, Exhibit B is a redacted version of Exhibit A, in which
the information Gulf asserts is confidential, has been blocked out. Exhibit C is Gulf’s line-by-line/field-
by-field justification for its request for confidential classification and Exhibit D is the affidavit of

Raymond W. Grove addrﬁﬁ' £1§a80RA P the information Gulf seeks to protect is confidential.
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In accordance with Rule 25-22.006(3)(d), Florida Administrative Code, Gulf requests confidential
treatment of the information in Exhibit A pending disposition of Gulf’'s Request for Confidential
Classification.

If you or your Staff have any questions regarding this transmittal, please contact me a 850-222-

2300.
Sincerely,
SQUIRE, SANDERS & DEMPSEY L.L.P.
)
7
%%//o / —
Charles A. Guyten
CAG/gem
Enclosures

cc: Mary Anne Helton, Esq. (w/o Exhibit A)
Harold McLean, Esq. (w/o Exhibit A)
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ORIGINAL

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
In re: Petition for Approval of Purchased Power) Docket No. QL OSII-E|
Agreements between Gulf Power Company and )
Coral Power, L.L.C. and Gulf Power Company ) Filed: December 19, 2006
And Southern Power Company )
PETITION FOR APPROVAL OF PURCHASED POWER CONTRACTS

Pursuant to Sections 366.04, 366.041 and 366.076, Florida Statutes, and Rules 25-22.028,
25-22.029, 28-106.301 and 28-106.201, Florida Administrative Code (hereinafter “F.A.C.”),
Gulf Power Company (“Gulf”) respectfully petitions the Florida Public Service Commission
(“Commission™) for approval through the Commission’s Proposed Agency Action (“PAA”)
process of (a) the Contract For The Purchase Of Firm Capacity And Energy Between Gulf Power
Company and Coral Power, L.L.C., dated October 19, 2006 ( the “Coral Contract™), (b) the costs
to be incurred under the Coral Contract and associated transmission delivery costs through
Gulf’s Capacity and Fuel and Purchased Power Cost Recovery Clauses, (c) the Contract For The
Purchase Of Firm Capacity And Energy Between Gulf Power Company and Southern Power
Company, dated October 19, 2006 ( the “Southern Power Contract”), and (d) the costs to be
incurred under the Southern Power Contract and associated transmission delivery costs through
Gulf’s Capacity and Fuel and Purchased Power Cost Recovery Clauses. Gulf further petitions
that the Commission make findings, as more specifically set forth in paragraph 15, that the
capacity and energy solicitation (“solicitation”) that led to Gulf’s execution of the Coral Contract
and the Southern Power Contract was (1) transparent, open and fair, (2) properly and clearly
defined and not discriminatory, (3) evaluated consistently with identified criteria without any
advantage to any party, and (4) overseen by an independent third party monitor who had access

to all communications with respondents and evaluations of proposals and could determine the

transparency and fairness of the solicitation process. In support of this Petition, Gulf states:
DOCUMEINT NIUMEBER-DATE
| 1585 DEC 198
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
In re: Petition for Approval of Purchased Power) Docket No. nGoX /! -Et
Agreements between Gulf Power Company and )

Coral Power, L.L..C. and Gulf Power Company ) Filed: December 19,2006
And Southern Power Company )

PETITION FOR APPROVAL OF PURCHASED POWER CONTRACTS

Pursuant to Sections 366.04, 366.041 and 366.076, Florida Statutes, and Rules 25-22.028,
25-22.029, 28-106.301 and 28-106.201, Florida Administrative Code (hereinafter “F.A.C.”),
Gulf Power Company (“Gulf”’) respectfully petitions the Florida Public Service Commission
(“Commission”) for approval through the Commission’s Proposed Agency Action (“PAA”)
process of (a) the Contract For The Purchase Of Firm Capacity And Energy Between Gulf Power
Company and Coral Power, L.L.C., dated October 19, 2006 ( the “Coral Contract”), (b) the costs
to be incurred under the Coral Contract and associated transmission delivery costs through
Gulf’s Capacity and Fuel and Purchased Power Cost Recovery Clauses, (c) the Contract For The
Purchase Of Firm Capacity And Energy Between Gulf Power Company and Southern Power
Company, dated October 19, 2006 ( the “Southern Power Contract”), and (d) the costs to be
incurred under the Southern Power Contract and associated transmission delivery costs through
Gulf’s Capacity and Fuel and Purchased Power Cost Recovery Clauses. Gulf further petitions
that the Commission make findings, as more specifically set forth in paragraph 15, that the
capacity and energy solicitation (“solicitation”) that led to Gulf’s execution of the Coral Contract
and the Southern Power Contract was (1) transparent, open and fair, (2) properly and clearly
defined and not discriminatory, (3) evaluated consistently with identified criteria without any
advantage to any party, and (4) overseen by an independent third party monitor who had access
to all communications with respondents and evaluations of proposals and could determine the

transparency and fairness of the solicitation process. In support of this Petition, Gulf states:
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I
PRELIMINARY INFORMATION

1. The affected agency is the Florida Public Service Commission, 2540 Shumard
Oak Boulevard, Tallahassee, Florida 32399-0850.
2. The Petitioner’s name, address and telephone number are:
Gulf Power Company
One Energy Place
Pensacola, Florida 32520-0780
(850) 444-6231

3. The names, addresses and telephone numbers of Gulf’s representatives to receive

communications regarding this proceeding are:

Susan D. Ritenour Jeffery A. Stone, Esq. Charles A. Guyton, Esq.
Secretary and Treasurer Russell A. Badders, Esq.  Squire Sanders & Dempsey L.L.P.
and Regulatory Manager Beggs & Lane Suite 601
Gulf Power Company P.O. Box 12950 215 South Monroe Street
One Energy Place Pensacola, Florida Tallahassee, Florida
Pensacola, Florida 32591-2950 32301
32520-0780 (850) 432-2451 (850) 222-2300
(850) 444-6231 850) 469-3331(facsimile) (850) 222-8410(facsimile)

(850) 444-6026(facsimile)

4. This petition is not a petition addressing an agency decision which has already
been made. Therefore, Gulf cannot state how it received notice of an agency action, facts that
warrant reversal of an agency proposed action, or rules or statutes that require reversal or
modification of an agency’s proposed action. This is a petition seeking a proposed agency
action, and the facts, rules and statutes that warrant such proposed action are set forth in this
Petition.

5. Gulf knows of no material facts in dispute regarding the relief requested herein.

Gulf has met with both Staff of the Commission (“Staff”) and the Office of Public Counsel



(“OPC”), and, to date, no disputed issues of material fact have been identified, although both

Staff and OPC have reserved the right to raise such issues.

II
GULF’S SUBSTANTIAL INTERESTS

6. Gulf is a public utility providing retail electric service to approximately 385,000
customers in ten counties in the panhandle of the State of Florida. As a public utility within the
meaning of Chapter 366.02, Florida Statutes, Gulf is subject to extensive regulation by the
Commission.

7. As a public utility under Chapter 366, Florida Statutes, Gulf has a duty to serve its
retail customers. That duty to serve includes the obligation to provide reliable retail electric
service at just and reasonable rates.

8. The Commission has been given statutory authority to oversee Gulf’s provision of
retail electric service. That authority includes oversight of both service reliability and the rates
charged for service.

9. In this proceeding Gulf seeks approval of two purchased power agreements. Gulf
asks the Commission to approve each agreement and to authorize recovery of the costs pursuant
to these agreements and associated delivery costs through Gulf’s Capacity and Fuel and
Purchased Power Cost Recovery Clauses. Gulf also seeks specific findings from the
Commission regarding the fairness of the solicitation process and negotiations that led to the
execution of both agreements.

10.  Gulf has a substantial interest in having sufficient resources to meet its reliability
criterion and provide reliable electric service to its retail customers. Approval of these
agreements will allow Gulf to utilize the resources made available through the agreements to

meet its reliability criterion in 2009 and continue to provide reliable retail electric service from
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2009 through 2014. Gulf has a substantial interest in these resources being available to assist
Gulf in meeting its reliability criterion in 2009 through 2014 and in providing Gulf flexibility to
meet growing need beyond 2014 with the best technologies and options then available. So,
approval of these agreements and approval of the recovery of costs under this agreement, which
are conditions subsequent to execution necessary for these agreements to become effective, is
critical to Gulf’s ability to provide reliable electric service to its customers.

11.  Gulf also has a substantial interest in recovering the costs of providing service to
its customers, including the costs to be incurred under these contracts. Gulf’s solicitation and
economic evaluation were structured to yield market-based options that are cost-effective to
Gulf’s customers, and those evaluations show these contracts to be cost-effective to Gulf’s
customers. So, approval of these contracts and of the costs to be incurred under these cost-

effective contracts necessary to provide reliable electric service would be a determination of

Gulf’s substantial interests.

I
RELIEF REQUESTED

12. Gulf seeks Commission findings approving (a) the Coral Contract, (b) the costs to
be incurred under the Coral Contract through Gulf’s Capacity and Fuel and Purchased Power
Cost Recovery Clauses, (c) the Southern Power Contract, and (d) the costs to be incurred under
the Southern Power Contract through Gulf’s Capacity and Fuel and Purchased Power Cost
Recovery Clauses.

13. The pro forma contracts set forth in Gulf’'s Request for Proposals (“RFP”)
contained a provision requiring approval by the Commission subsequent to the execution of the
agreement for the agreement to become effective. Both the Coral Contract and the Southern

Power Contract have such Commission approval provisions (Coral Contract, Section 2.3;



Southern Power Contract, Section 2.3.2). Thus, for the contracts to become effective, the
Commission must issue an order approving the contracts and approving the recovery through
Gulf’s Capacity and Fuel and Purchased Power Cost Recovery Clauses of costs to be incurred by
Gulf under the contracts. Of course, Gulf recognizes the Commission’s continuing jurisdiction
to review cost recovery under both of these contracts and is not asking the Commission to
approve without further review the prudence and reasonableness of all costs to be incurred under
these contracts. Gulf is merely asking that the Commission find that the reasonable and prudent
costs to be incurred under these agreements would be appropriately recovered through Gulf’s
Capacity and Fuel and Purchased Power Cost Recovery Clauses.

14.  Gulf further petitions that the Commission make the specific findings set forth in
paragraph 15. These findings address the solicitation process Gulf followed which led to the
execution of these contracts. Although these findings are not required for the contracts to
become effective, Gulf seeks these findings for several reasons. First, while the solicitation
process was not required under existing Commission policy and rules, the underlying fairness of
the process could affect whether the contracts are the most cost-effective resources available to
Gulf and Gulf’s customers to meet the required need. Second, these findings would reinforce the
appropriateness of the future recovery of costs pursuant to these contracts. Third, these findings
address certain criteria the Federal Energy Regulatory Commission (“FERC”) has established as
guidelines for solicitations involving affiliates, and Commission findings that the Gulf
solicitation process complied with such FERC guidelines, while not binding upon the FERC,
should be helpful to the FERC in its review and acceptance of the Southern Power Contract that
also has to be approved by the FERC. Since FERC acceptance of the Southern Power Contract

is necessary for it to become effective and the associated capacity to be available to meet Gulf
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and Gulf’s customers’ need, it is in the interest of Gulf, Gulf’s customers, Gulf’s affected

counterparty and the Commission to address these findings.

15.  Gulfrequests that the Commission make the following findings:

(a.)  The Gulf solicitation was not required by Commission policy or rule.

(b.)  The Gulf solicitation yielded a market-based measure of cost-effectiveness.

(c.)  The Gulf solicitation facilitated wholesale electric market development.

(d.)  The Gulf solicitation was designed and implemented without an undue preference
for an affiliate.

(e.)  The analysis of proposals in the Gulf solicitation did not favor affiliates.

(f)  In the Gulf solicitation, Gulf’s selection of the proposal of an affiliate as one of
two finalist projects for negotiations was based upon reasonable, non-discriminatory factors.

(g.)  The Gulf solicitation was transparent, open and fair for all participants.

(h.)  The Gulf solicitation properly and clearly defined the product sought by Gulf and
was designed in a fashion that did not discriminate in favor of any particular participant.

(i.)  The Gulf solicitation evaluated proposals consistently, in accordance with
identified criteria, and without any advantage to any party.

(G.)  The Gulf solicitation was overseen by an independent third party monitor who
had access to all communications with potential respondents and actual respondents, who had
access to all evaluations of proposals and who could and did determine that the solicitation
process was the transparent and fair for all participants.

(k.)  The Commission has reviewed the Guif RFP, RFP process and RFP evaluation
and, based on such review, finds that the Gulf solicitation was transparent and fair to .all

participants and resulted in the selection of the best resources for Gulf’s customers.



GULF’S NEED FOR ADDITIIXNAL RESOURCES AND ITS
DECISION TO CONDUCT AN INDEPENDENTLY MONITORED RFP

16.  The resource planning process utilized by Gulf to determine its future capacity
needs is coordinated within the Southern electric system (“SES”) Integrated Resource Planning
(“IRP”) process. Gulf participates in the IRP process along with other Southern electric system
retail regulated operating companies.' Gulf receives a number of benefits from being part of a
large system planning process. Since Gulf comprises only about 6.9% of the total Southern
electric system summer peak demand, its needs are relatively small compared to the entire
system, allowing Gulf to coordinate its capacity additions to meet its demand and reserve
requirements in a manner that allows Gulf to utilize any temporary surpluses of capacity
available on the Southern electric system that may result from large economic blocks of capacity
added by other SES retail regulated operating companies. This ability to coordinate capacity
additions and rely temporarily on any surplus system reserves also allows Gulf to defer capacity
addition decisions until the timing allows consideration of (a) larger blocks of need that might
justify less costly addition alternatives, (b) emerging technologies that might not have been
available earlier, and (c) emerging environmental requirements that might affect unit addition
choices. Another important benefit to Gulf is that it shares in the advantages gained from
planning a large system such as the SES without the costs of a large planning staff of its own.

17.  The capacity resource needs identified in the SES IRP are driven by the demand
forecast that includes projected demand-side measures offered by the retail regulated operating

companies. In the 2004 SES IRP process reported in Gulf’s 2005 Ten Year Site Plan (“TYSP”),

! Alabama Power Company, Georgia Power Company, and Mississippi Power Company.



the SES IRP process employed a 15.0% reserve margin target for the year 2008 and beyond.”
The resulting SES resource needs were then allocated among the retail regulated operating
companies based on reserve requirements, and each company then determined the resources that
would best meet its capacity and reliability needs.

18. For the 2005 TYSP cycle, Gulf’s allocated resource needs from the SES IRP were

as follows:
YEAR MW
2008 368
2009 450
2010 512
2011 569
2012 714
2013 782
2014 848

As detailed in its 2005 TYSP, Gulf planned to meet it’s near term needs with a combination of
summer only purchases and longer term firm market capacity purchases. In the 2005 SES IRP
process reported in Gulf’'s 2006 TYSP, the 2009 need decreased only slightly to 415 MW,
confirming the need to proceed with procurement of generating capacity.

19.  Confronted with an approximate 400-500 MW need for additional peaking
resources beginning in 2009, Gulf determined, for a variety of reasons, to look to the market
rather than self-build alternatives to meet its additional capacity needs. First, Gulf’s assessment
of the competitive wholesale market suggested to Gulf there was likely capacity available that

could be obtained through a Gulf RFP process. Second, Gulf desired, if the prices were

? This reserve margin target is the optimum economic point where the system can meet its energy and demand
requirements after accounting for load forecast error, abnormal weather conditions, and unit-forced outage
conditions. It also balances the cost of adding additional generation with the cost of reliability and emergency
purchases and the societal cost of not serving all the energy requirements of the customer.



appropriate, to diversify its portfolio of resources. Third, Gulf desired the flexibility associated
with deferring a decision that would involve consideration of a self-build alternative.

20. Deferring consideration of a self-build alternative was perceived to provide
several advantages. The type and timing of Guif’s 2009 need suggested an addition of
combustion turbine (“CT”) capacity if Gulf’s need were to be met by a self-build option in 2009.
However, deferring that need to 2014 would allow Gulf to consider other types of technologies.
Gulf’s need for capacity would continue to grow, allowing consideration of another type of
capacity other than peaking capacity. The deferral also allowed for sufficient time to consider
longer lead-time technologies such as clean coal technologies. There was not sufficient time in
2005 to bring a clean coal technology into service by 2009, but a deferral of need until 2014
might allow sufficient time for consideration of such technology by both Gulf and potential
market participants. This afforded more time for integrated gasification combined cycle
(“IGCC”) technology to mature as well as additional time for the emission requirements for
Gulf’s fleet of generators to become more certain. Finally, deferral of the potential capacity
addition date allowed more time for the emergence of technology improvements that might
enhance performance and/or reduce costs. For instance, deferral of a decision would allow both
Gulf and potential market participants to consider G series turbines rather than F series turbines
in both CT and combined cycle (“CC”) applications, thus providing lower potential heat rates
and increased fuel savings. Based upon all these factors, Gulf chose to solicit 400-500 MW of
additional capacity from market resources for five years, from summer 2009 through May 2014.

21.  Gulf also decided to conduct a solicitation rather than engage in unilateral
negotiations with potential providers. Gulf was not required by Commission policy or rule to

conduct a solicitation for short to mid length purchases. However, it chose to do so for several



reasons. The Commission has previously embraced solicitations as being a means of securing
cost-effective resource additions, so Gulf saw the advantage of a process that would look to the
market to establish a measure of cost-effectiveness. Another advantage of market wide
solicitation over unilateral negotiations is that it does not run the risk of missing potential market
participants. Finally, Gulf’s assessment of the wholesale competitive market was that there was
uncommitted capacity that might be available for a five year term, but the best means of testing
that assessment was a generally announced solicitation rather than attempting to canvass known
potential suppliers in the regioh.

22, Gulf used an independently monitored, transparent RFP process for several
reasons. First, such a process is fair and open and gives confidence to potential suppliers in the
evaluation and selection process. Second, such processes have worked well for other regglated
utilities. Third, such a structure was viewed by Gulf as providing greater certainty that the
proposals in the solicitation process would receive all required regulatory approvals at both the
state and federal level, in a timely fashion. Finally, such a process was viewed by Gulf as the

process most likely to avoid costly, lengthy protests by unsuccessful or unintentionally excluded

potential suppliers.

\4
GULF’S RFP DEVELOPMENT AND IMPLEMENTATION

A, Guiding Principles
23. In developing its RFP and RFP process, Gulf followed two primary sets of

guidelines: the Commission’s solicitation rule, Rule 25-17.082, F.A.C., and FERC RFP

guidelines.

10



B. The Commission’s solicitation rule

24.  The Commission’s solicitation rule is not applicable to short-term purchases such
as those contemplated in Gulf’s RFP where the utility is not contemplating a self-build
alternative that would require a determination of need. Investor-owned public utilities have
routinely entered into short and mid term purchased power arrangements without conducting
RFPs under the capacity solicitation rule. However, Gulf is aware that the solicitation rule is
probably the Commission’s most recent expression of what comprises a fair solicitation process,
so Gulf looked to it for guidance.

25.  After review of the solicitation rule, Gulf conceived of an approach that was
consistent with the solicitation rule process, with two primary variations: use of an independent
monitor and no identification of a self-build alternative. Gulf then approached the Commission
to inform the Commission of its intent.

26.  Although the use of an independent evaluator was proposed by some participants
during the most recent amendment of the Commission’s solicitation rule, the Commission did
not adopt such a provision. It consciously left the decision-making up to the utility conducting
the RFP, knowing that the utility’s RFP would be subject to the Commission’s independent
review and approval in a subsequent determination of need proceeding. So, the solicitation rule
did not require an independent evaluator.

27.  However, Gulf was aware of FERC guidelines that required the use of an
independent third party monitor or evaluator if a utility was to be able to consider all potential
market participants, including affiliates of the soliciting utility. So, given the Commission’s
earlier rejection in the amendment of the solicitation rule of requiring an independent evaluator,

Gulf presented to the Commission Gulf’s approach of employing an independent monitor rather

11



than an independent evaluator. This approach kept the decision-making at the utility, leaving the
Commission as the entity with the ultimate review and independent verification of the
correctness of the process. This approach more closely conformed to the solicitation rule while
still complying with the FERC guidelines. Thus, Gulf chose to employ an independent monitor.

28.  The second variation from the solicitation rule in Gulf’s solicitation was that it did
not set forth a self-build alternative as a standard against which respondents would form their
proposals. There were several reasons for this. First, this was a short-term solicitation of the
market. Gulf was hoping to avoid having to consider building a long lived peaking asset for a
short term peaking capacity need. Second, this was not a solicitation that would likely lead to a
unit being constructed under the Florida Electrical Power Plant Siting Act and requiring a
determination of need, which is the focus of the Commission’s solicitation rule. This solicitation
was likely to be met by existing facilities or peaking facilities that might be constructed in the
short lead time, neither of which would require a determination of need. Finally, there appeared
to be sufficient capacity available in the market such that a market solicitation should provide an
adequate measure of cost-effectiveness.

29, So, with these two modest variations, Gulf proceeded with an RFP that followed
the requirements of the solicitation rule. Gulf issued its RFP after a timely notice of its issuance
in newspapers, and the notice provided a website address at which a copy of the RFP and related
documents could be requested as well as a schedule for the critical dates. No term of the RFP
was unfair, unduly discriminatory, onerous or commercially infeasible. The RFP contained a
schedule of critical dates and a description of the price and non-price attributes to be addressed
by each proposal. It also contained a detailed description of the RFP evaluation methodology. It

included a cost based fee. Gulf’s RFP also contained system specific conditions. In evaluating
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proposals, Gulf used only the attributes, criteria and methodology that were identified in the
RFP. Gulf filed a copy of its RFP with the Commission upon issuance. Prior to issuance of the
RFP, Gulf held a meeting with potential participants allowing discussion of the requirements of
the proposed RFP. Within two weeks of issuance, Gulf held another meeting with potential
respondents to address questions. Gulf also provided a response period of a minimum of 60 days
from issuance.

30.  Indeed, Gulf went beyond the requirements of the solicitation rule in many
significant respects. Gulf retained an independent monitor to assist in the development and
implementation of the RFP. Ultimately, the independent monitor was retained to monitor
contract negotiations as well. Gulf’s independent monitor created a website through which all
communications to and from Gulf with potential respondents and actual respondents were
routed. This allowed for control of communication and avoided any respondent receiving an
advantage due to a unique access to information. Gulf developed and followed a Code of
Conduct governing the conduct of its evaluation team. Gulf had not only a pre-issuance meeting,
but also an operational website prior to issuance that allowed potential participants to make
comments on RFP documents, creating a more collaborative process than is required under the
capacity solicitation rule. Gulf published not only the RFP on the website, but also a host of
related RFP documents (approximately 52 RFP related documents), including pro forma
contracts for both CT and CC facilities.

C. FERC Guidelines

31.  In addition to the Commission’ solicitation rule, Gulf’s other guiding principle in
formulating its RFP was FERC guidelines for solicitations. FERC has developed several sets of

guidelines for RFPs for solicitations. These guidelines have been developed so that soliciting
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utilities can canvass the entire market, including affiliates, to arrive at the best option for
customers. FERC has adopted guidelines which, when complied with, will avoid any advantage
to a soliciting utility’s affiliates.

32. FERC’s RFP guidelines have emerged over time in several FERC orders. The
first FERC order setting forth RFP guidelines to be followed was Boston Edison Co. Re: Edgar

Electric Energy Co., 55 FERC ¥ 61,382 (1991) (“Edgar™). In that case where Boston Edison

sought approval of a contract to buy from an affiliate at market-based rates, FERC required
utilities to show there was not an opportunity for self dealing or affiliate abuse. It established
three criteria that needed to be met: (1) a competitive solicitation process was designed and
implemented without undue preference for an affiliate; (2) the analysis of proposals did not favor
affiliates, particularly as to non-price factors; and (3) the affiliate was selected based upon some
reasonable combination of price and non-price factors. Edgar, 55 FERC Y 61,382 at 62,168.

33. Over time FERC’s focus has been refined, and the most recent standards for
utility RFPs are found in Allegheny Energy Supply Company, LLC, 108 FERC 9 61,082 (2004)
(“Allegheny”). In Allegheny FERC prescribed new guidelines it would employ to determine
whether a competitive solicitation complied with Edgar and was conducted in a manner so that
“no affiliate should receive undue preference during any stage of the RFP:” (a) transparency —
the competitive solicitation process should be open and fair; (b) definition — the product or
products sought through the competitive solicitation should be precisely defined; (c) evaluation —
the evaluation criteria should be standardized and applied equally to all proposals and
respondents; and (d) oversight — an independent third party should design the solicitation,

administer bidding, and evaluate proposals prior to the company’s selection.

14



D. Use of an Independent Monitor
34.  So, in addition to designing the RFP to comply with the solicitation rule, Gulf
worked with an independent monitor to design an RFP that met the FERC RFP guidelines of

both the Edgar and Allegheny cases.

35. Gulf selected as its independent monitor Accion Group, Inc. (“Accion”). Accion
is an independent consulting group with its primary office located in Concord, New Hampshire.
Accion provides a variety of utility regulatory and financial services. Prior to being retained by
Gulf Power as an independent monitor, Accion had served as an independent monitor on behalf
of the Arizona Corporation Commission overseeing the competitive solicitation of energy and
capacity needs of Arizona’s two largest electric utilities. In that role Accion facilitated the
process for reaching agreement among all interest groups concerning the development of a
competitive solicitation process for electric utilities. Accion had also served as an independent
evaluator selected by the Georgia Public Service Commission for a capacity solicitation
conducted by Georgia Power Company to meet its needs in 2009.° Thus, Accion was
imminently qualified to serve as an independent monitor in Gulf’s solicitation.

36.  Gulf’s assessment of Accion’s independence relied in part upon the assessment
performed by the Georgia Public Service Commission when it selected Accion in a competitive
solicitation to act as the independent evaluator in the Georgia Power solicitations for 2009 need.
Under Georgia’s applicable rules, Accion had to be retained under a contract acceptable to the
Georgia Public Service Commission. To help assure independence, the independent evaluator
had to be selected by and report to the Georgia Public Service Commission. Indeed, Accion was

selected by the Georgia Public Service Commission in a competitive solicitation in which

3 Accion was also in the process of serving as the Independent Evaluator for Georgia Power’s 2010 and 2011
capacity solicitations and was later selected by the Georgia Public Service Commission to serve as the Independent
Evaluator for Georgia Power Company’s 2012 capacity solicitation.

15
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Accion was required to establish its independence. Accion was required to disclose any financial
or personal interest involving Georgia Power or any potential respondent, including any
substantive assignments for any Southern Company affiliate for the preceding five years.
Through this process as well as its subsequent discussions with Accion prior to hiring Accion,
Gulf assured itself that: neither Accion, its principals nor its consultants had a financial interest
in any of the entities who might potentially participate in Gulf’s RFP or in the outcome of the
RFP process; Accion’s involvement was independent of any affiliate of Gulf or any other
respondent; neither Accion, its consultants nor its principals had any financial interest in the
Southern Company or any of its affiliates or in the outcome of Gulf’s solicitation; and Accion
did not own or operate facilities in the southeastern United States that might participate in the
Gulf RFP.

37.  Accion was retained to perform the role of the independent third party monitor as
well as an additional significant role of monitoring negotiations. Accion was used in the design,
administration and evaluation stages of Gulf's RFP. As previously noted, Accion’s
independence was determined previously by the Georgia Public Service Commission prior to
Accion’s involvement in Georgia, and Accion was assigned the responsibility throughout the
Gulf RFP development and implementation process to assure that FERC guidelines and Gulf
Standards of Conduct were followed to avoid potential affiliate abuse. Accion was able to make
a determination as to whether Gulf’s solicitation was transparent, open and fair and whether the
issuer’s decision was influenced by any affiliate relationship. In its Final Report, which is
attached as Attachment A to this Petition, Accion concluded the following regarding Gulf’s

solicitation:

Based on our observations, Accion Group believes the Gulf 2009 RFP, by
design and practice, was fair to all marketers. The RFP was well advertised, and
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independent judgment regarding the propriety of Gulf’s RFP.

access to relevant RFP documents and information was readily available.
Marketers had numerous means and opportunity to assist in the design of the RFP
documents. Through comments, questions and answers, and the bidder
conferences, bidders made their concerns known. All marketers had access to the
same information. The RFP process was monitored by an independent third party,
which assured bidders that the 2009 RFP was fair and transparent. Access to the
IM gave bidders the means by which they could express concerns and have them
addressed at all phases of the RFP process.

Gulf adequately described the processes it would use to evaluate bids and
to qualify bidders. The RFP clearly set forth comprehensive descriptions of the
products the Company intended to acquire. The RFP and pro forma PPAs detailed
the terms and conditions pursuant to which the Company would execute a
contract.

We believe the bid evaluation model was structured and operated
correctly, and that the process implemented was fair and conducted without bias.
We confirmed that other than accepted minor adjustments, the evaluation model
was unchanged throughout the evaluation process and was used consistently in
evaluating each bid.

We found the RFP was conducted in conformity with the process Gulf
adopted at the outset. Further, we believe the process conforms to the
Commission’s solicitation rule, notwithstanding that the rule is not applicable in
this situation.

We did not observe bias in the application of Gulf’s RFP process,
including the evaluation of bids, towards or against any bid or bidder. We believe
the evaluation of all bids was done in a fair manner, and the same evaluation
standards being applied to all bids. We believe the evaluation model used by Gulf
was fairly designed and applied. Negotiations between Gulf and individual
bidders were conducted fairly and without information about competing bids
being disclosed. In addition to reviewing all bid evaluations, the IM monitored all
bid negotiations. We believe that a majority of the modifications to the pro forma
PPA were appropriate and necessary to meet generation plant-specified
requirements and the needs of both parties. The remaining amendments to the
PPAs were not material, but were appropriate and did not alter the risks, benefits,
or cost responsibilities of the contracting parties.

38.  As the independent monitor which (a) handled all communication between Gulf

and actual respondents and Gulf and potential respondents, (b) assisted in the design of the RFP
and RFP documents, (c) created and maintained the RFP website, and (d) oversaw the

implementation of the Standards of Conduct, Accion was uniquely positioned to make an

clearinghouse for communication between potential respondents and Gulf in the collaborative
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process prior to issuance. Accion continued to be the conduit for transmittal of information, first
between potential respondents and Gulf prior to proposal submission, later between respondents
and Gulf during evaluation and finalist determination, and finally during contract negotiation. At
the evaluation stage Accion had access to all proposal information necessary to assess all
proposals. Indeed, in the Georgia Power solicitations in which it served as the Independent
Evaluator, Accion had previously reviewed the same evaluation methodology that was used in
Gulf’s RFP to evaluate the proposals, and Accion had determined that the methodology was fair
and reasonable and would yield the correct result if applied appropriately. Accion also had
access in the Gulf solicitation to information necessary to verify transmission characteristics that
came into play in the evaluation of proposals. Evaluations of the proposals, including
transmission analyses, were provided to Accion for its review prior to selection decisions.
Ultimately, Accion reviewed the evaluation of proposals conducted and concluded that the
evaluation was performed consistently with the evaluation methodology, was fair and reasonable
and reached the appropriate result.

E. Use of Experienced Personnel

39. In applying the guidelines of the solicitation rule and FERC, Gulf was able to rely
upon not only Accion, but also personnel from Southern Company Services who have
participated in other successful solicitations for other retail regulated operating companies in the
Southern electric system. These personnel have assisted Alabama Power Company, Georgia
Power Company and Savannah Electric and Power Company in multiple solicitations.

40.  Over the period 1998 through 2005, this group within Southern Company
Services assisted in the development and implementation of seven capacity solicitations in which

respondents submitted over 180 proposals offering over 150,000 MW of power. As a result of
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these solicitations, over 7,000 MW of contracts were entered into by Southern operating
companies.

41.  This series of RFPs allowed the development of a refined RFP and refined
contracts, building upon the group’s prior experience. In addition, the more recent solicitations
on behalf of Georgia Power, solicitations to meet Georgia’s Power’s 2009, 2010, 2011 and 2012
capacity needs, were conducted or are being conducted pursuant to the Georgia Public Service
Commission’s solicitation rule in which the Georgia Commission selected an independent
evaluator to work with this group to develop and implement the RFPs and conduct the
evaluation. As with the Gulf RFP, these most recent solicitations used a transparent process, and
their design was influenced by the input of market participants. These solicitations were
ultimately subject to the Georgia Commission’s review and approval.4 Thus, Gulf had at its
disposal a wealth of prior experience in conducting solicitations in the southeast.

F. Gulf’s RFP Development

42.  Gulf began its RFP development in consultation with the Southern Company
Services personnel who had prior experience in developing and implementing RFPs for other
Southern retail regulated operating companies. This allowed Gulf to build on their prior
experience, using RFP documents and purchased power agreements which had been refined over
time. More recently, those documents had been refined in the Georgia Power solicitations that
had been overseen by the Georgia Public Service Commission, and one completed solicitation

had been approved by the Georgia Commission. Those documents were refined to address

* When Accion was retained, only the 2009 solicitation has been completed and approved, but the 2010 and 2011
solicitations in which Accion had been chosen to be the Independent Evaluator were underway. It was in these
solicitations that Accion and this group within Southern Company Services were provided the opportunity to work
collaboratively. Indeed, it was, in part, this experience that allowed Gulf to select Accion as its independent

monitor.
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Gulf’s specific needs. However, before proceeding with its solicitation, Gulf determined the
need for an independent monitor, and then selected Accion.

43.  After Accion’s selection as the independent monitor, Gulf scheduled meetings
with Accion to review the conceptual framework and design of the RFP so that Accion could
refine the RFP and assume the lead in the RFP’s implementation. Essential documents were
reviewed and/or revised, such as the draft RFP document, Standards of Conduct, draft pro forma
contracts for the purchase of power from both CT and CC facilities, an RFP Process document, a
Public Notice of the RFP and a press release regarding the RFP.

44,  Once Gulf had a design for the RFP and the RFP implementation process and had
developed draft RFP documents and Standards of Conduct, Gulf brought to the Commission its
planned approach. In November 2005 Gulf requested an opportunity to present its approach to
the Commission at an Internal Affairs meeting. Attached to Gulf’s letter requesting the
opportunity to present was a draft of a document setting forth in detail Gulf’s RFP process. At
the Commission’s December 20, 2006 Internal Affairs meeting, Gulf presented the RFP process
and anticipated schedule to the Commission, sharing Gulf’s anticipated use of an independent
monitor.

45.  On December 22, 2005 Gulf provided public notice of its intended RFP. The
notice communicated Gulf’s intent to use an independent monitor, a website address for access
to the RFP documents and the size and timing of Gulf’s capacity need. A copy is attached as
Attachment B. The notice was published in four newspapers: the Tallahassee Democrat, the
Florida Freedom Springs, the Daily News and the Pensacola News Journal. Also on December
22, 2005, Accion forwarded an email to 67 potential respondents informing them of the RFP and

inviting them to register and review the RFP documents on the Accion website. On December
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27, 2005 Gulf issued its press release to trade publications in which it announced its intent to
issue an RFP on January 20, 2006 soliciting proposals by March 21, 2006 for 400-500 MW of
power, preferably peaking, but accepting non-peaking as well. A copy is attached as Attachment
C. The press release gave the Accion website address at which interested potential participants
could register and pre-qualify to gain access to draft RFP documents. This website address was
also shared with the Commission Staff so that the Staff could gain access to the website and, if
desired, monitor the development and implementation of Gulf’s RFP.

46. Prior to release of its RFP, Gulf received comments through the Accion website
from potential respondents inquiring about and/or suggesting changes to the draft RFP
documents posted on the website. Gulf addressed those inquiries and comments and made
appropriate changes to both its RFP document and draft PPAs prior to issuance of its RFP. Gulf
also posted additional RFP related documents on the Accion website.

G. Gulf’s RFP Issuance

47.  On January 20, 2006, Gulf released through the independent monitor website
Gulf’s modified RFP along with modified PPAs and a host of other RFP related documents. The
RFP document, a copy of which is attached as Attachment D, set forth a schedule for future
milestone dates. More importantly, the RFP document along with related documents such as
revised draft PPAs and the RFP Process description, which is attached as Attachment E,’
provided respondents with a detailed and comprehensive description of the product being sought,
a detailed description of the RFP process and the evaluation criteria and process to be employed
to review proposals, Southern system transmission information and a link to Southern’s OASIS

website, and a full description of the process through which Gulf would solicit, collect and

* The RFP Process document, which was compiled initially by Gulf with the assistance of Southern Company
Services personnel, was submitted to the Commission in November 2005. It was reviewed by Accion and with only
one minor change was incorporated into the RFP as well as separately posted on Accion’s website.
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evaluate proposals, communicate with potential respondents and ultimately respondents and
make determinations of the entities with whom it would negotiate potential PPAs. A copy of the
RFP schedule independent of the RFP document was also posted on the Accion website. That
same day a copy of the RFP was filed with the Commission.

H. Gulf RFP Implementation

48.  On January 31, 2006 Gulf held a post-issuance meeting with potential respondents
in which Gulf (a) summarized its RFP and the prospective RFP process, including changes from
earlier draft documents as well as scheduling of activities, (b) answered questions posed, (c)
explained how the website would be used to channel and record communications, and (d)
encouraged respondents to submit timely proposals by March 21, 2006.

49. During the period between RFP issuance and the scheduled submission of
proposals, Gulf continued to receive and respond on the website to inquiries from interested
potential respondents. These questions and Gulf responses were made available on the Accion
website to all potential respondents and Staff.

I Proposals Received

50. On March 21, 2006 Accion opened proposals submitted in response to Gulf’s
RFP. Two respondents submitted three proposals. Two of the three proposals were for the
supply of power from existing generation facilities. Two of the proposals, one from each of the
respondents, offered power pursuant to a tolling agreement arrangement from existing CT
facilities located in Georgia. The third proposal, made by one of the respondents who also
presented a CT based proposal, made an offer to supply Gulf capacity and energy pursuant to a
tolling agreement arrangement from a CC facility. All offers were for five years from June 1,

2009 through May 31, 2014. The total capacity offered in the three proposals was 1,108 MW.
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51. In addition to the two respondents who submitted the three proposals, six other
potential respondents registered but did not submit proposals. The independent monitor
contacted each of those registrants for an assessment of why they did not submit proposals. Two
chose not to submit proposals because of anticipated transmission costs; two did not have the
requested product; one registered too late to submit a proposal; and one had a change in business
plan. Thus, Gulf concluded from the proposals and the reasons registrants did not participate
that Gulf’s RFP provided a representative section of the market and a reasonable basis from
which to deduce market costs.

J. Evaluation of Proposals

52. Prior to the evaluation, Gulf had finalized and sent to Accion the evaluation
methodology to be employed in the evaluation of proposals in the Gulf RFP. It was the same
evaluation methodology which had been employed in the capacity solicitations for Georgia
Power in which Accion had performed the role of Independent Evaluator. In its Final Report
regarding the 2009 Georgia Power solicitation, Accion concluded that “the bid evaluation model
was structured and operated correctly and the process implemented was fair and conducted
without bias.” That evaluation methodology was thoroughly reviewed by the Georgia Public
Service Commission Staff and ultimately approved by the Georgia Public Service Commission.

53. Gulf also provided Accion, prior to the evaluation, the datasets and models that
would be used to perform the evaluation in the Gulf RFP. Accion reviewed and tested the
models and found them to be free of observable flaws or inherent biases. Gulf also provided to
Accion detailed forecasting data and assumptions to be used in the models (for example, load
forecasts, fuel forecasts, economic assumptions, etc.). Accion reviewed this information and

concluded that the forecasts were appropriate and consistent with the forecasts Gulf employed to
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conduct its normal course of business and that the economic assumptions were generally
consistent with publicly available forecast of inflation and forecast future power costs. Accion
also reviewed the methodology to be employed in assessing transmission costs, confirming that it
was the same process employed in the Georgia solicitation which had undergone regulatory
review and approval, and Accion found “the approach to be comprehensive and unbiased.”

54.  Once all models and data sets were finalized prior to the receipt of bids, Accion
developed a series of mock bids that were evaluated using the models, assumptions and data sets
provided to Accion. The results of these mock evaluations were reviewed by Accion for
reasonableness. The results were consistent with expected results. This information was then
secured by Accion so that an assessment could be performed after the evaluation to determine
whether the evaluation conformed to the evaluation methodology and was properly performed.

55. Once the RFP proposals were received, the independent monitor and Gulf
reviewed the proposals for compliance with the RFP and to identify supplemental information
that was needed to evaluate each proposal. Questions necessary for a complete evaluation were
posted through the Accion website to the bidders, and answers were similarly sent to Gulf
through postings on the Accion website.

56.  Based upon the proposals as supplemented with information requested through
the website, the proposals were evaluated consistently with the previously established evaluation
methodology. This evaluation considered not only the costs submitted in the proposals, but also
savings from incorporating the generation resources into the system generation dispatch and
forecasted transmission costs necessary to move the power to Gulf*s territory.

57.  To confirm that the evaluation was run consistently with the previously

established evaluation methodology, Accion required Gulf to run its evaluation of RFP proposals
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with the mock bids developed by Accion. Accion then compared the results and confirmed that
except for minor varjations which had been approved by Accion, the results of the evaluation
were consistent with the results of the earlier evaluation of the mock proposals.

58. A summary of the economic evaluation of the three proposals received is shown
on Attachment F. This analysis shows net present value costs for each proposal on a $/KW basis
in 2005 dollars. The two lowest cost proposals were proposals offered from existing CT units.
The CC alternative had the highest costs. Based upon its evaluation of the proposals, on May 8,
2006 Gulf informed the respondents with the two lowest cost proposals that they had been

selected for contract negotiation.

VI
CONTRACT NEGOTIATION

59. Prior to initiating actual negotiations, Gulf retained Accion as an independent
monitor for the negotiations process. Gulf felt that the continued use of an independent monitor
helped insure that the negotiations process was fair. It provided an independent review of the
process for subsequent regulatory review. It also provided an independent assessment of
whether the parties to the negotiation proceeded in good faith.

60.  Consistent with prior communications practice, Accion and Accion’s RFP website
were used to route communications and contract drafts between the negotiating parties. This
assured a record of communication that would facilitate both ongoing negotiations as well as
subsequent regulatory review.

61.  The independent monitor attended all negotiating sessions between the parties as
well as telephone conferences employed for communication and negotiations when face to face

sessions were unnecessary.
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62. The two purchased power agreements for which Gulf seeks Commission approval
were negotiated over the period of May 2006 through October 2006. The resulting contracts
conform in large measure to the pro forma CT contracts published as part of Gulf’s RFP.
Changes were necessitated due to the specific respondents, the facilities from which they are
providing power, exceptions to the pro forma contracts set forth in the proposals, desirable
clarifications, the fact that both counterparties desired tolling agreements for dual-fueled

facilities, and one of the counterparties offering automatic generation control.

VII
THE GULF/CORAL CONTRACT

63.  Asaresult of its RFP and subsequent contract negotiation, Gulf has entered into a
purchased power agreement with Coral Power L.L.C. The Coral Contract has been filed
separately but contemporaneously with a request for confidential classification so that the
confidential portion of the Coral Contract will be protected from public disclosure. The Coral
Contract outlines the terms of Gulf’s purchase of capacity, energy and Ancillary Services from
four CTs that comprise part of the electric generating plant known as Baconton Power. These
four CTs have a nominal capability of 195 MW. Baconton Power is located in Mitchell County,
Georgia (near Albany). The delivery of power under the Coral Contract is for five years, from
June 1, 2009 through May 31, 2014.

64.  Gulf’s evaluation concluded that the Coral Contract coupled with the Southern
Power Contract was the most cost-effective means of meeting Gulf’s forecasted peaking capacity
need between 2009 and 2014. As is shown on Attachment F, these two alternatives were the
lowest cost alternatives submitted in Gulf’s RFP.

65. Gulf’s final economic evaluation, which is summarized on Attachment G, showed

these two contracts to be more cost-effective than a comparable Gulf self-build CT alternative.
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When one considers the additional cost savings associated with deferring consideration of
another capacity choice sufficiently forward in time to accommodate the use of new generating
technology, the projected cost savings to Gulf’s customers of entering into the Coral and
Southern Power Company contracts is, at least, $7.7 million, net present value. This cost savings
is calculated using economic carrying charges, an evaluation methodology akin to the
Commission’s value of deferral approach. If the projected savings were calculated on revenue
requirements basis, they would exceed $41 million, net present value. 6

66.  The Coral Contract is structured to serve Gulf customer interests by not only
securing a low cost resource, but also including terms that protect Gulf customers. These terms
include, but are not limited to, representations and warranties of the seller, provisions that reduce
payments due to the seller failing to achieve certain performance requirements, provisions that
allow the seller to arrange for delivery from alternate resources, provisions that require the
posting of certain performance security, liquidated damages provisions for failure to achieve
commercial operation, annual performance testing to assure contracted performance, provisions
requiring the scheduling of maintenance and the coordination of scheduling, seller insurance
requirements, seller indemnification provisions, buyer’s right to terminate, buyer’s right to seek
damages, buyer’s right to seek specific performance in certain circumstances, and limitations on

the seller’s right to assign the contract.

® These calculations of savings to Gulf’s customers are conservative. They assume transmission costs for the two
facilities that may not be necessary. In addition, they assume zero transmission costs associated with a Gulf self-
build option, a simplifying assumption that probably understated the cost of Gulf’s self-build alternative and the
resulting savings to Gulf customers. They are also conservative in that the calculation of savings associated with
the potential substitution of a more advanced generating technology, substitution of G series turbines for F series
turbines, does not capture potentially greater savings associated with a different type capacity that may accrue due to
the deferral of a resource addition decision from 2009 until 2014. That deferral would allow consideration of G
Series combined cycle technology as well as clean coal technologies, which, if considered later might result in
significant savings to Gulf customers.
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67. The Coral Contract is the fruit of not only a carefully crafted, transparent and fair
RFP process, but also an arm’s length, good faith contract negotiation. Gulf respectfully submits
that the Coral Contract should be approved. In addition, Gulf’s recovery of costs to be incurred
pursuant to the Coral Contract and the associated transmission costs necessary to move the
power to Gulf should be approved for recovery through Gulf’s Capacity and Fuel and Purchased

Power Cost Recovery Clause.

VIII
THE GULF/SOUTHERN POWER CONTRACT

68.  Asaresult of its RFP and subsequent contract negotiation, Gulf has entered into.a
purchased power agreement with Southern Power Company. The Southern Power Contract has
been filed separately but contemporaneously with a request for confidential classification so that
the confidential portion of the Southern Power Contract will be protected from public disclosure.
The Southern Power Contract outlines the terms of Gulf’s purchase of capacity, energy and
Ancillary Services from four CTs that comprise part of the Dahlberg electric generating plant.
These four CTs have a nominal capability of 73 MW each, for a total nominal capability of 292
MW. The Dahlberg facility is located in Jackson County, Georgia. The delivery of power under
the Southern Power Contract is for five years, from June 1, 2009 through May 31, 2014.

69.  Gulf’s evaluation concluded that the Southern Power Contract coupled with the
Coral Contract was the most cost-effective means of meeting Gulf’s forecasted peaking capacity
need between 2009 and 2014. As is shown on Attachment F, these two resources were the
lowest cost proposals submitted in Gulf’s RFP. Moreover, as is also shown on Attachment F, the
Southern Power proposal was the single lowest cost option submitted in Gulf’s RFP.

70. Gulf’s final economic evaluation, which is summarized on Attachment G, showed

the portfolio of the Coral and Southern Power Contracts to be more cost-effective than a
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comparable Gulf self-build CT alternative. When one considers the additional cost savings
associated with deferring consideration of another capacity choice sufficiently forward in time to
accommodate the use of new generating technology, the projected cost savings to Gulf customers
of entering these contracts is, at least, $7.7 million, net present value. This conservative cost
savings is calculated using economic carrying charges, an evaluation methodology akin to the
Commission’s value of deferral approach. If the projected savings were calculated on revenue
requirements basis, they would exceed $41 million, net present value.

71. The Southern Power Contract is structured to serve Gulf customer interests by not
only securing a low cost resource, but also including terms that protect Gulf customers. These
terms include, but are not limited to, representations and warranties of the seller, provisions that
reduce payments due to the seller failing to achieve certain performance requirements, provisions
that allow the seller to arrange for delivery from alternate resources, provisions thgt require the
posting of certain performance security, liquidated damages provisions for failure to achieve
commercial operation, annual performance testing to assure contracted performance, provisions
requiring the scheduling of maintenance and the coordination of scheduling, seller insurance
requirements, seller indemnification provisions, buyer’s right to terminate, buyer’s right to seek
damages, buyer’s right to seek specific performance, and limitations on the seller’s right to
assign the contract.

72.  The Southern Power Contract is the fruit of not only a carefully crafted,
transparent and fair RFP process, but also an arm’s length, good faith contract negotiation. Gulf
respectfully submits that the Southern Power Contract should be approved. In addition, Gulf’s

recovery of costs to be incurred pursuant to the Southern Power Contract and the associated
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transmission costs necessary to move the power to Gulf should be approved for recovery through

Gulf’s Capacity and Fuel and Purchased Power Cost Recovery Clause.

IX
ASSOCIATED TRANSMISSION COSTS

73. The Baconton and Dahlberg generating plants are located in the State of Georgia
and are connected to the Georgia Integrated Transmission System (“ITS”). Baconton is
interconnected with transmission facilities owned by the Georgia Transmission Corporation
(“GTC”), and Dahlberg is interconnected with transmission facilities owned by Georgia Power
Company (“GPC”).

74. The ITS is comprised of transmission facilities owned by GPC, GTC, Municipal
Electric Authority of Georgia (“MEAG Power”), and Dalton Utilities. These ITS Participants
have contracted through a series of Integrated Transmission System Agreements (ITSAs) to
invest in the ITS and use the ITS to deliver capacity and energy from their individual generating
sources to their customer loads. The investment responsibility for ITS transmission facilities is
shared by requiring each Participant to make ITS investments proportionate in the aggregate to
the individual Participant’s use of the ITS. This investment responsibility is balanced annually
through parity payments between the parties.

75.  The ITSAs recognize that a Participant may use the ITS to deliver capacity from
the ITS to a load obligation off the ITS. Subject to certain limitations set forth in the ITSAs, a
Participant with such obligation may be required to make a payment for this use of the ITS
facilities of the other Participants.

76.  If GPC does incur an ITS payment obligation, Gulf has agreed to reimburse GPC

for such cost during the term of the PPAs. For purposes of the final economic evaluation of
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options, Gulf assumed ITS payments of approximately $13.2 million, knowing that such
payments may not be required or could be lower.

77.  Additionally, some relatively minor upgrades to Georgia ITS transmission lines
may be necessary to ensure firm transmission service for the Baconton PPA during the term.
Gulf is in contract negotiations with the owner of these facilities to effectuate these upgrades and
appropriately compensate the owner for the cost of the upgrades. For purposes of the final
economic evaluation of options, Gulf assumed the cost of potential upgrades of $875,000,
knowing these upgrades may not be necessary and could cost less.

78.  The potential ITS use charge and the estimated transmission line upgrade costs
have been included in the final proposal evaluations, replacing the transmission cost evaluations
utilized in the selection of finalists. A summary of the final proposal evaluation is attached as
Attachment G. As previously noted, the Coral and Southern Power Contracts, which were
developed from the two lowest cost proposals submitted in Gulf’s RFP, are more cost-effective
than a comparable Gulf self-build CT alternative. The projected cost savings to Gulf's
customers of entering into these contracts is, at least, $7.7 million, net present value. This
conservative cost savings is calculated using economic carrying charges, an evaluation
methodology akin to the Commission’s value of deferral approach. If the projected savings were

calculated on revenue requirements basis, they would exceed $41 million, net present value.

X
STATEMENT OF ULTIMATE FACTS

79.  The 487 MW portfolio comprised of the Coral Contract and the Southern Power
Contract is needed by Gulf for both reliability and to achieve reasonable cost of providing
electric service. Gulf needs peaking capacity from June 2009 through May of 2014 to meet its

reserve margin criterion responsibility, and the portfolio of the Coral Contract and the Southern
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Power Contract is Gulf’s lowest cost alternative to meet that need. The Coral Contract and the
Southern Power Contract are the fruit of an RFP, an RFP process, an RFP evaluation and a
contract negotiation that exceeded the requirements of the Commission’s solicitation rule (which
was not even applicable) and which met FERC’s RFP guidelines. The contracts are based upon
the two lowest cost proposals received in the RFP and are less costly than a Gulf self-build
alternative. To become effective, the contracts require Commission approval, and the Southern
Power Contract will also require FERC approval. Therefore, the Commission should (a) approve
both the Coral Contract and the Southern Power Contract, (b) authorize recovery through Gulf’s
Capacity and Fuel and Purchased Power Cost Recovery Clause of the costs to be incurred under
the contracts as well as the transmission costs to be incurred to deliver the power to Gulf, and (c)

make the specific findings set forth in paragraph 15.

X1
PRAYER FOR RELIEF

WHEREFORE, based upon the foregoing as well as the Attachments to this Petition and
the contemporaneously filed copies of the Coral and Southern Power Contracts, Gulf respectfully
requests that the Commission approve through its PAA process: (a) the Coral Contract, (b) the
costs to be incurred under the Coral Contract and associated transmission delivery costs through
Gulf’s Capacity and Fuel and Purchased Power Cost Recovery Clause, (¢) the Southern Power
Contract, and (d) the costs to be incurred under the Southern Power Contract and associated
transmission delivery costs through Gulf’s Capacity and Fuel and Purchased Power Cost
Recovery Clause. Gulf further petitions that the Commission make findings, as more
specifically set forth in paragraph 15, that the solicitation that led to Gulf’s execution of the
Coral Contract and the Southern Power Contract was (1) transparent, open and fair, (2) properly

and clearly defined and not discriminatory, (3) evaluated consistently with identified criteria



without any advantage to any party, and (4) was overseen by an independent third party monitor

who had access to all communications with and evaluations of proposals and could and did

determine the transparency and fairness of the solicitation process.

Respectfully Submitted,

Jeffrey A. Stone, Esq.

Russell A. Badders, Esq.
Beggs & Lane

P.O. Box 12950

Pensacola, Florida 32591-2950
(850) 432-2451

(850) 469-3331 (facsimile)

Attorneys for Gulf Power Company

o Lis D4,

Charles A. Guyton
Fla. Bar No. 39803
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Tallahassee, Florida 32301

(850) 222-2300

(850) 222-8410 (facsimile)



CERTIFICATE OF SERVICE

[ HEREBY CERTIFY that a copy of the forgoing Petition for Approval of Purchased
Power Contracts was served by hand delivery (*) and First Class United States Mail on this 19th

day of December, 2006 upon the following:

Mary Anne Helton, Esq.* Harold McLean, Esq.
Legal Division. Public Counsel

Florida Public Service Commission Office of Public Counsel
2540 Shumard Oak Blvd 111 West Madison Street
Tallahassee Florida 32399-7019 Room 812

Tallahassee, Florida 32399-1400

Charles A. Guyton
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REPORT OF ACCION GROUP

INDEPENDENT MONITOR
GULF POWER COMPANY 2009 RFP

EXECUTIVE SUMMARY
Accion Group, Inc. was retained by Gulf Power Company (Gulf or the Company) in December
2005 to serve as the Independent Monitor (IM) for the solicitation of 500 MW of generation capacity and

energy for five years beginning in 2009 to meet expected system needs. We monitored every aspect of

the Gulf RFP process from the preparation of the draft RFP documents through the negotiation and exe-

cution of Purchase Power Agreements (PPAs) with the successful bidders. In summary, we observed

that:

Bidders were advised of the RFP and invited to bid;

The process was open and fair, permitting all bidders access to the same information at
the same time;

Prospective bidders were provided with draft RFP documents and the opportunity to re-
quest or recommend changes to those documents;

The final RFP documents provided clear and complete product definitions that were not
questioned by any prospective bidder;

The RFP documents were thorough, accurate, and complete, providing bidders with all
necessary information;

The RFP documents provided full disclosure of the evaluation process that would be em-
ployed, and no prospective bidder questioned the evaluation process;

The RFP process treated all bidders in the same way, including Gulf affiliates;

Gulf made all reasonable efforts to prevent disclosures of RFP-related information, ex-
cept through comprehensive RFP protocols;

Confidential information provided by the bidders was protected by written agreements,
and we observed no violation of those agreements;

The RFP documents were free of bias towards or against any bidder, and bidders found
them to be comprehensive and sufficient in detail;

All bids were evaluated using the same standards, evaluation models, and methodology;
Negotiations with the successful bidders were conducted faitly; and,

The executed PPAs were consistent with the pro forma PPA provided to all bidders. Any




modifications to those PPAs were necessitated by specific requirements of individual
generating facilities and unique needs of the counter-parties.

Accion Group was asked to provide these services because of our knowledge of the electric in-
dustry and our ability to remain independent from the soliciting entity throughout the RFP process. Ac-
cion Group has served as Independent Monitor and Independent Evaluator in a number of competitive
solicitations and continues to do so for a number of RFPs in other states.

Gulf recognized the need to establish confidence in the RFP for marketers and in anticipation
of the regulatory review that would follow. Accordingly, Gulf chose to follow the solicitations standards
set by the Florida Public Service Commission (FPSC or Commission), even though those standards
were not required for this solicitation. Gulf impressed upon us the need to design and adhere to a RFP
process that would be free of suspicion, even in the event of an affiliate bid. From the outset, Gulf ac-
cepted that the role of the IM was to observe the process to ensure fidelity to the RFP protocols. While
we reviewed the final PPAs for conformity to the pro forma PPA, Accion Group did not evaluate the
cost of the selected supply sources or the impact on rates charged to consumers.

In consultation with Accion Group, Gulf based the RFP protocols and documents on those used
by Georgia Power Company and Savannah Electric Power Company for their 2009 RFP. From our ex-
periences as Independent Evaluator of that and other RFPs on behalf of the Georgia Public Service
Commission (Georgia Commission), we believe this was appropriate. The Georgia Commission prom-
ulgated rules for competitive solicitations, including the requirement that an Independent Evaluator be
employed. Having patrticipated in the development of those protocols and documents, we were inti-
mately familiar with them, and we appreciated the importance of treating all bidders in the same man-
ner, including any affiliate bidder.

As IM, Accion Group:

o Reviewed the process designed by Gulf prior to release of the RFP, including

o The evaluation criteria and methodology to be employed;

o Procedures to ensure that all bidders could have access to the same information
at the same time;

o The form and content of all draft RFP documents;
Gulf's efforts to identify prospective bidders and publicize the existence of the
RFP

o The procedures designed to encourage bidder input on the quality and content of
RFP documents and RFP procedures;

o Design and implementation of the affiliate code of conduct protocols;
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o Designed and operated a website for the exchange and capture of ali RFP-related infor-
mation;

e Monitored compliance with the Code of Conduct protocols established for Gulf and re-
quired for any affiliate that chose to participate in the RFP;

e Participated in all bidder conferences;

o Monitored all website and direct communications between Gulf and every bidder;

e Monitored all discussions and communications between Gulf and bidders during nego-
tiations of each Purchase Power Agreement; and,

o Reviewed the final PPAs to confirm that the agreements were consistent with the draft
terms made available to all bidders, and that the only changes incorporated were those
necessitated by bidder site-specific criteria and conditions unique to specific counter-
parties.

To ensure transparency, Accion Group developed and maintained the website used for the Gulf
2009 RFP (GULFIM.com). Throughout the RFP process the website served as the conduit for informa-
tion. It also recorded all activity on the site and all materials exchanged through the site. At the re-
quest of the IM, evaluation data was uploaded to a confidential file system as the evaluation process
progressed. In the event of a challenge, the website was available as a “one data request” repository
for the RFP.

The website was the platform for bidders to have simultaneous access to RFP-related informa-
tion. Through the website, bidders could:

o View and downioad RFP draft and final documents;

¢ Confidentially comment on the content of draft RFP documents;

» Confidentially submit questions to Guif concerning the RFP documents and process;

¢ View Gulfs responses to all questions submitted by bidders;

¢ Notify the IM of any concerns with the RFP documents or process;

e View the calendar for the RFP; and,

e View announcements regarding the RFP and receive email notification of announce-
ments. After bids were received, each bidder was assigned a folder specific to their proposal. Only that
respondent, Gulf, and the IM could access that folder. With this folder system, the website served as
the conduit and repository for:

¢ Confidential records;

e Draft changes to the PPAs;

s Questions and answers regarding the specific bid; and,
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« Requests and acknowledgement of all monitored discussions, regardless of whether they
were in person or telephonic.

The IM and Gulf agreed on an evaluation process that permitted us to validate the process at
every step. Prior to the acceptance of bids, Accion Group tested Gulf's evaluation model by having Gulf
run “mock bids”. After the conclusion of the RFP, we had Gulf re-run the mock bids and we compared
the final evaluation resuits with another run of the hypothetical bids to confirm that the model had not
been surreptitiously altered during the evaluation process. We took this step to confirm the fairness of
the evaluation process. When bids were submitted, the IM opened bids, confirmed that bids were com-
plete and that no extraneous materials were included in a bid package, and then delivered the bids to
Gulf.

After receiving bids, Gulf performed an initial review and shared the ranking results with Accion
Group. This ranking was complete, except for an in-depth transmission impact review. We reviewed the
short list ranking of bids and confirmed that the ranking was appropriate. Only then were the bidders
notified of their inclusion on the short list. Bidders were not told the number of bids received, the num-
ber of bids being considered to meet Gulf's needs, or their ranking.

During negotiation of PPA terms the IM monitored all communications, including tele-
conferences, in-person discussions, and all exchanges through the website. The IM was present when
negotiations were conducted with the individual bidders, and both bidders were treated in the same
manner during those negotiations. Throughout the negotiations, all parties demonstrated respect for the
RFP process and erred on the side of caution, contacting the IM for guidance and to ensure IM partici-
pation whenever a question regarding protocol arose. The response to the Gulf RFP is summarized as
follows:

Summary of Bidder Participation
Total Registered Respondents 8

Respondents not registered in GPC 2009 RFP! 1
Number of Proposals 3
Number of Merchants with Proposals 2

After the bid date passed, we contacted the bidders registered on the GULFIM website to survey
their views of the RFP. No bidder expressed concern about the fairness of the RFP process,

1. Accion Group considered this to be an indication of the bidders’ familiarity with the RFP documents, since the Gulf docu-
ments were patterned after the Georgia Power RFP materials. We believe this familiarity also explains why bidders sub-
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mitted few questions and comments.

or in any way indicated dissatisfaction with the Gulf RFP. The next chart presents the response from
registered bidders when asked by Accion Group to indicate why they did not submit a bid.

Reasons Respondents Did Not Propose

Transmission barriers 2
Did not have requested product 2
Registered too late to prepare proposal 1
Business plan change 1

We believe the Gulf 2009 RFP was transparent and treated all prospective and actual bidders
fairly. All prospective bidders had access to the same information at the same time. In our post-RFP
interview of registered bidders, no bidder objected to any RFP protocol or the RFP document provi-
sions. Accordingly, we believe the market response to the RFP process reflected acceptance by bid-
ders that the Gulf RFP was a fair and transparent solicitation.

il INTRODUCTION
Gulf requested that Accion Group serve as IM, noting that the rules of the Commission did not
require monitoring for this solicitation. Accion Group brought extensive experience in conducting and
monitoring solicitations for energy and capacity. A summary of Accion Group’s experience serving as
independent participant in energy and capacity solicitations is presented in Chart 1.

CHARTI
Accion Group Experience

Role State Capacity Sought Initial Year
Independent Monitor Arizona 2.800MW 2003
Independent Evaluator Georgia 1,200 MW 2009
Independent Monitor Florida 500 MW 2009
Independent Evaluator Georgia 2,100 MW 2010
Independent Evaluator Georgia 1,200-1,600 MW 2011
Independent Evatuator Georgia 850 MW 2012
Independent Evalua- Georgia 1,600 MW 2011
tor- (Self Build)

Construction Program
Independent Evaluator Oregon 1,600-2,290 MW 2012
5




Before retaining Accion Group, Gulf confirmed that Accion Group had no financial interest in
Gulf, any affiliates of Gulf, or any entity likely to bid in the RFP. Accion Group’s business relationship
with Gulf is limited to serving as IM for this RFP.

A bid fee along with a capped “success fee” to be paid by successful bidders was charged to
defray the cost of having an IM, with fees above the cap paid by Guif. Accion Group’s fees were paid,
regardless of the results of the RFP. Through serving as Independent Evaluator to the Georgia Public
Service Commission, we developed a working familiarity with the market many of the marketers in the
Southeast region, and with Southern Company personnel responsible for transmission and system
planning. This permitted us to provide timely insight on marketer needs and expectations, as well as
establish practical schedules for the RFP process. While Accion Group was prepared to provide inde-
pendent evaluation of the bids received and the ultimate PPAs, we understood from the onset that we
would limit our participation to monitoring the process. As the RFP process was developed, we used
the requirements of the FPSC and the Federal Energy Regulatory Commission (FERC) as guidelines.
Gulf agreed this was appropriate, even though the FPSC requirements were not applicable because
the Commission’s rule does not require an Independent Monitor for this sort of a solicitation. Also, we
did not know if review by FERC would occur, since there was no way to know at the outset which mar-
keters would bid, much less which marketers would submit the best proposals.

Ih. RFP STRUCTURE

In consultation with the IM, Gulf designed the RFP process to maximize opportunities for
bidders to participate in the RFP, and to be familiar with the products being sought and the terms ac-
ceptable to Gulf. This approach was thorough in its design and methodically executed.

Gulf reviewed draft RFP documents with Accion Group starting in December 2005. The GUL-
FIM website was made available to the public on December 22, 2005. Gulif's draft RFP documents
were posted on the website on that date. Before December 22, 2005, Gulf developed a list of 67 po-
tential bidders and arranged for advertisements in four publications. IM Attachment 1. Accion Group
sent an email to each prospective bidder identified by Gulf, advising them of the GULFIM.COM web-
site, and inviting them to register and review the RFP documents. IM Attachment 2. The prospective
bidders were also sent an announcement summarizing the RFP (IM Attachment 3) and Attachment J to
the RFP, which detailed the RFP process. IM Attachment 4. That notification was sent on December
22, 20052

2. Eleven of those emails were rejected, which we believe indicated the referenced marketer no longer employed an individ-
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ual. We notified Gulf of the rejected firms and then contacted the marketers by telephone in order to find a different employee
who would be responsible for considering solicitations. Of the 67 names provided to us by Gulf, 54 were registered users of the
website, used for the Georgia Power RFPs.

On January 11, 2006, the IM conducted the first of two bidder conferences in Tallahassee. Staff
from the Commission was present for the first bidder conference. The second conference was held on
January 31, 2006, after the final RFP documents were released. Bidders could participate in-person or
via live teleconferencing. The presentation materials were posted on the website so all conference par-
ticipants, including those not in attendance, would have access to the same information at the same
time. Attachment 5. Questions posed at each bidder conference were recorded and subsequently
posted on the website, along with the answers. IM Attachment 6.

Bidders were not required to pre-qualify before bidding. Instead, Gulf identified a wide range of
options to meet the identified credit requirements. This approach permitted bidders to match their credit
assurance to the size, and risk, of their actual bid, rather than set credit requirements corresponding to
the entire 500 MW of energy and capacity being sought.

Gulf required a bid fee to defray the cost of conducting the RFP. Bidders were required to pay a
$10,000 Evaluation Fee and an IM fee of $5,000. A successful bidder also was required to reimburse
Gulf for IM costs, up to $250,000 over the initial $5,000 IM fee. We believe this “success fee” structure
is appropriate and is one we have found to be preferred by the merchant community.

Bidders were permitted to submit multiple bids with a single bid fee, provided the bids were for
output from the same generating facility and same generation technology and size. Also, bids for the
same site with multiple generating units could be submitted with one bid fee, if identified parameters
were met.

Gulf required bidders to affirm that executing a PPA would not create a Variable Interest Entity
(VIE). Guif excluded debt imputation or an “equity adder” from the evaluation process. Both the VIE de-
termination and debt imputation are found in RFPs of other utilities. Excluding the debt imputation ne-
gated a potential disincentive for bidder participation.

Iv. CODE OF CONDUCT
Gulf and its affiliate, Southern Power, had written Codes of Conduct that established strict stan-
dards and protocols for the separation of affiliates during the 2009 RFP process. IM Attachment 7. The
Codes of Conduct were reviewed by Accion Group and found to be appropriate in detail, content, and
protocols. The Southern Power Code of Conduct has the same standards used in the RFPs in Georgia,
which increased our confidence that the terms would be understood and respected. IM Attachment 8.
Guif and Southern Power each conducted Code of Conduct training for all members of their re-
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spective RFP teams. IM Attachment 9. As team membership changed, new members received the
same training as original team members. Each Gulf Evaluation Team member and each Southern
Power Bid Team member executed a sworn affidavit attesting to completion of the training and adher-
ence to the requirements of the Code of Conduct. 1M Attachment 10. When the RFP was completed,
the members of the respective teams executed certificates avowing compliance with the Code of Con-
duct throughout the RFP. IM Attachment 11. All certificates by team members were filed with Accion
Group.

As part of the Code of Conduct procedures, lists of all Evaluation Team members and the
Southern Power Bid Team were posted on the web site. Also, the IM sent a copy of the Evaluation
Team list to the Southern Power Bid Team, and the Bid Team list to the Evaluation Team.

In an effort to minimize inadvertent contact between Evaluation Team and bid Team members,
Gulf identified physical areas in its offices that were “off-limits” to Bid Team members. IM Attachment
12. Because Southern Company Services (SCS) provided assistance to Gulf during the RFP, areas of
SCS were also designated as off-limits to Bid Team members. Ibid. The IM provided the off-limits list
to Southern Power and posted it on the GULFIM website. We believe this extra precaution was appro-
priate, and we are unaware of any improper contacts between members of the two teams.

From our contacts with members of each team we believe they were committed to strictly apply-
ing the Code of Conduct to avoid even the appearance of impropriety.

V. WEBSITE OPERATION

Accion Group created and operated the GULFIM website as the medium for the delivery of RFP
information. The web site successfully provided transparency for the RFP. The |M continues to main-
tain a confidential record of website use. The information includes which registered user accessed spe-
cific areas of the website, when they did so, who submitted questions, who submitted comments, etc.
Only the IM has access to this information. Additionally, information exchanged between bidders and
Gulf regarding specific bids is kept in confidential files.

The website was designed to provide all bidders:
e Access to the same information at the same time;
e The means to read all questions raised by bidders regarding the RFP documents, and
the responses to those questions by Gulf;
e The ability to communicate concerns with the IM;

¢ Adirect link to the homepage of Gulf; and,




¢ A means to confidentially provide suggestions for RFP document revisions without re-
vealing information to competitors.

Except during the two public conferences, all pre-bid communications from bidders to Gulf were
conducted through the website. By design, bidders submitted questions and comments through the
website, and Gulf received them without knowing the source. All parties did this to encourage candor.
Gulf provided answers to bidders’ questions to the IM to post on the website. All answers were posted
with the corresponding question and could be viewed by all registered users of the website. We re-
viewed all responses for completeness and clarity before posting them on the website. This approach
prevented direct communication between Gulf and any bidder and assured all users that they were re-
ceiving the same information at the same time.

By using the website, bidders, regardless of their geographic location, had equal access to all
RFP information. There were two categories of website users: bidders and non-bidders. Both catego-
ries of users had equal access to the information lodged on the website. Users of the website self se-
lected the category in which they wished to be registered. Bidders were identified as representatives of
entities with the financial and technical ability to deliver the required products if selected as a winning
bidder. While all registered users of the website were given access to all of the same information, this
designation permitted Gulf to know if a question or comment (see discussion below) was provided by a
bidder or an interested party. There were no questions or comments submitted by non-bidders.

a) Website Usage

The [E kept a record of all activity on the website by the registrant. Precise date and time re-
cords were kept for each user for everything from an individual log-on to document downloads and the
pages viewed by the registrant. This traffic was monitored and reviewed by the IM on a regular basis.
The website was also used for the exchange of information between individual bidders and Gulf, after
bids were submitted. The website records confirm that Guif did not have direct communications with
any bidder through the website before bids were received. The website records also confirm that all
information relating to the RFP was available to all registered users.
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. Example of Website Access

(Note: This screen capture shows only web site accesses by Mr. Judd in order to
maintain confidentiality of bidders.)

b) General Information

One of the primary functions of the website was to make all public information available to ali
users of the website at the same time. This public information included the RFP documents, the

schedule, and announcements regarding the process.

Example of RFP Schedule

Commenta  LI8A

Caiendal




Non-registered users couid view a portion of the website in order to provide information to the
general public. Information in this section included the schedule of events, announcements, and infor-
mation on how to register to become a registered user. Links to Guif and Accion Group were also pro-
vided to the general public. Website access by non-registered individuals was anonymous.

The announcement page was updated when noteworthy events occurred, such as the upload of
important documents, a significant scheduling change, or the release of a Commission order. As an
example, the following is the announcement page after the initial bid review was completed.

Example of Announcement Page

2 Inthe evs Fover and
vz cisposal and the RFP document: Gu

¢) Questions and Answers

The website provided a page through which registered users could anonymously submit
questions. When a question was posted, it was immediately sent to Gulf, and an acknowledgement
was sent to the party who submitted the question. The IM was also notified of the posting of all
questions. Once posted, a question was accessible by any registered user. In turn, Gulf prepared a
response and provided it to the IM for review and posting to the website. Gulf did not have the ability to
directly post answers to questions. All questions and answers were available to all registered website
users.

All registered users could view all questions and answers on the website.
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Example of Website Q&A Page

@rtast shall be i3 e
LAy vl FUE QUESTICY

to the Independant Ma
2 P Shlerng $hoUld ne 2

Cheb shig ik T i thg
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The website automatically informed users when questions or comments were posted. The
process for questions was as follows:
¢ A bidder posted a question;
¢« The question was automatically emailed to Gulf for a response;
¢ The question was automatically sent to the IM via email;
e An email was automatically sent to the bidder confirming receipt of the question;
+ When Gulf completed a response to a question, Gulf e-mailed the response to the 1M;
s The response was reviewed and posted by the IM on the website;
¢ The response was sent via email to the bidder who posed the question; and,
¢ The answer simultaneously became available on the website for viewing by all other
registered bidders.
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d) Bidder Comments

Bidders were encouraged to submit comments on draft RFP documents. The website was de-
signed to anonymously deliver all comments to Gulf for consideration.

Example of Website Comment Page

Hbme

REF Comments
mENt on the daft AFF and

To subnnt reshned comerts pleaZe fo the flin 13

Uplead a File §

Thiz foider gz oroaeiaT 2o fliee

A record of all comments was captured and preserved. With comments bidders had the oppor-
tunity to propose specific changes to the pro forma PPAs. The comment process was:

¢ The bidder identified the RFP or PPA section that was the subject of the comment by
copying the text to a separate document;

¢ Using “red lining”, the bidder proposed deletions and additions to the text;

¢ The bidder added an explanation of what the proposed change would accomplish;

o The comment was uploaded to the website, which automatically forwarded an anony-
mous copy to Gulf;
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¢« The IM was notified whenever a comment was uploaded; and,
« The bidder received a receipt acknowledging the uploaded document.
A total of twenty-nine comments were submitted before the final RFP documents were posted.

Gulf considered each comment and discussed the disposition of each with the IM before releasing the
RFP or pro forma PPAs as final.

e) Post-Proposal Exchanges

After proposals were received, the website was used to exchange information between Gulf and
the marketer. Each bidder was assigned a Response Book to which the bidder could upload questions,
responses, and documents for review by Guilf.

Example of the Response Book

Fremmaation. 4,050 O

As with questions, Gulf delivered materials to the IM to be uploaded to a Response Book. All
information uploaded to a Response Book was bid-related, and accordingly treated as confidential.
Therefore, it was not available to other registered users.

All exchanges regarding bids were captured on the website to ensure a complete record of the
bid review process. This confidential communications protoco! provided for transparency in the proc-
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ess, the ability to maintain and protect trade secrets, and the means to document equitable treatment of

bidders.

f) Website Evaluation Folders

Example of Evaluation Folders

Fouder Mame Owret

g) Statistics on Use of The Website

At the request of the IM, Gulf
uploaded evaluation summa-
ries to specified, confidential
folders. In addition to costs
submitted by a bidder, trans-
mission impact was included
with the evaluation summa-
ries. The evaluation docu-
mentation is preserved on
the website to confirm the
process used in reviewing

proposals.

The success of the website can be seen by the volume of traffic routed to the website.

e 4 questions were posed by bidders and answered via the website by Gulf. IM Attachment

13.

¢ 288 confidential exchanges occurred between bidders and Gulf via the website after bids

were submitted.

o B different draft RFP documents were made available for download in the document sec-

tion of the website.
e 29 comments were posted.
+ 8 Registrants were approved.

¢ The registrants came from 7 States.
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The GULFIM.COM website will remain on-line during the FPSC review process. All or any part
of this information can be made available to the Commission under appropriate confidentially arrange-
ments.

V1. RFP DOCUMENT DEVELOPMENT

In order to conduct the RFP in conformity with the standards promulgated by the Commission
and the FERC, Gulf prepared a detailed and comprehensive Request for Proposals to supply approxi-
mately 500 MWs of capacity and energy to Gulf with service commencing on June 1, 2009. The RFP
sought bids for service with five year terms. Capacity could be supplied using any proven technology or
fuel source, but had to be firm (committed) and available for dispatch as required by Guif. The RFP
permitted bidders to request either tolling, (where the buyer provides the fuel, pays the fuel cost, and
assumes delivery risks) or non-tolling arrangements. The RFP provided details on all significant terms,
including credit requirements, operational qualifications, and requested supplier experience. Gulf used
as a template the RFP documents issued by its affiliate, Georgia Power Company (Georgia Power).
The Georgia Power RFP documents were developed pursuant to a process proscribed by the Georgia
Commission, which included oversight by an Independent Evaluator (IE), the participation of the Geor-
gia Commission Staff, and significant input by energy merchants and other interested parties. Before
Georgia Power Company could conduct the solicitation, the RFP and pro forma PPAs were reviewed
and approved by the Georgia Commission. Each PPA described the operational requirements of the
facilities and each of the terms and conditions required by Gulf. The RFP clearly stated that if the pro
forma PPA was accepted by a potential bidder, Gulf was prepared to execute it without material
change. Gulf, however, anticipated that the pro forma PPA would need to be changed in some ways to
accommodate the operational characteristics of specific generating facilities.

Prior to the draft RFP and PPAs being released for comment, Gulf provided copies of those
documents to the IM for review and comment. The IM made suggestions to Gulf regarding the pro-
posed draft documents, many of which were incorporated into the draft version of the documents that
were posted on the IM website on December 22, 2005.

As discussed in Section V (Website Operation), all registered users of the GULFIM website
could ask questions of Gulf and propose revisions to the draft documents by submission through the
website. Gulf's decision to incorporate or to reject each proposed change was reviewed with the IM.
The revised RFP documents, including the pro forma PPAs, were posted on the IM website on Febru-
ary 17, 2006.

As part of the RFP process, Gulf made available certain information regarding Gulf operating
characteristics and requirements. Because Gulf considered this material to constitute trade secrets,
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Gulf required potential bidders to execute confidentiality agreements prior to releasing the information
to them. Information about transmission requirements was available to bidders via the Southern Sys-
tem OASIS site, link to that site appears on the IM website.

Throughout the process of developing the RFP and related documents and information, Gulf
was available for discussions with the IM, and Gulf was willing to amend the RFP documents to accom-
modate reasonable proposed revisions suggested by the IM or potential bidders. The RFP documents
were not designed to unduly advantage or disadvantage any bidder, technology, or fuel source. Guilf
developed and managed the RFP preparation fairly and effectively, and all final decisions relating to
the terms and conditions of the RFP were made solely by Gulf. The terms and conditions used in the
pro forma PPA are consistent with other PPAs used for long-term power. While Gulf elected to model
the PPAs on ones created by Georgia Power, instead of those created by Edison Electric Institute or
other sources, Accion Group and the potential bidders, found this to be both acceptable and unremark-
able.

Vil. EVALUATIVE TOOLS AND METHODOLOGIES

Gulf adopted the evaluation process used by Georgia Power for its RFPs. The evaluation proc-
ess was thoroughly reviewed by the GPSC Staff and approved by the Georgia Commission. Gulf relied
on the expert advise and assistance from many of the same personnel who evaluated bids received in
the Georgia RFPs. Transmission impact was evaluated by the same team that supported the evalua-
tion of bids in the Georgia RFPs.

Accion Group confirmed that all data, assumptions, tools, models, and other bases for evaluat-
ing bids were established prior to bids being received. Before finalizing its evaluative tools and meth-
odologies, Gulf provided the IM with access to its existing planning and power supply evaluation mod-
els. We confirmed that those models were the models used in the Georgia Power RFP and were the
ones used in the normal course of Gulf's business. Notable among those tools was Strategist, a plan-
ning model used by Gulif and the other operating companies in the Southern Company system. Strate-
gist is a commercially available model used throughout the utility industry, and one with which we are
familiar. We reviewed Gulf's evaluation models and tested them for observable flaws or inherent bi-
ases. Gulf modified the models to specifically address the particular characteristics of its operating
systems. These changes were mostly minor formatting adjustments. All of the changes made by the
Company were reviewed and tested by the IM and found to be appropriate.

The assumptions in Guif's evaluation model included load growth, fuel costs, transportation ex-
pense, and economic factors. These assumptions are used to compare bids based on final cost to Gulf,
including the cost of capacity, fixed cost, start-up, generation, and transmission. IM Attachment 14. Be-
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cause fuel costs could significantly impact the selection decisions, we paid particular attention to the
reasonableness of the Company’s fuel cost forecast. We reviewed the basis for Gulf's fuel forecasts
and estimates of future fuel transportation costs and availability, and we interviewed the persons re-
sponsible for the forecasts. In preparing fuel forecasts, Gulf used fuel forward curves based on actual
experience in the Southern Company System, and tested against commercially available data. Accion
Group is satisfied that the forecasts used were appropriate and consistent with the fuel forecasts Gulf
used in the normal course of business, including when planning for company-owned generating facili-
ties.

Accion Group interviewed representatives of Guif's financial planning group to assess the rea-
sonableness and basis for the bidder credit requirements, and the underlying economic assumptions.
We found the credit requirements to appropriately limit risk to Gulf and its customers, without present-
ing a barrier to participation by financially sound marketers. Similarly, we found the assumptions Gulf
used to be generally consistent with publicly available forecasts of inflation and future power costs. All
economic assumptions were subsequently reviewed and memorialized for future validation of Gulfs
evaluation process.

The IM reviewed the process by which Gulf would assess the transmission impacts of bids. We
confirmed that Gulf's approach was the same as that used in the Georgia Power RFP, which under-
went regulatory review and acceptance by the Georgia Commission. We found the approach to be
comprehensive and unbiased. It recognized both the potential transmission costs to be incurred as well
as the benefit produced by each bid.

Once all models and data sets were finalized, we developed a set of “mock” bids, which were
run through the evaluation models. This analysis included a high-level evaluation of the transmissions
impacts and not the detailed transmission assessment performed on the short list bids. The results of
the evaluation of the hypothetical bids were consistent with expected results. When the mock bids
were run after the evaluation of actual bids was completed, the results were consistent with the original
mock bid runs, except for the impact of certain minor changes to the models that were disclosed to,
and discussed with the IM prior to being used.

The hypothetical mock bids reflected a mixture of technologies sited at a cross-section of likely
locations from which service to Gulf could be provided. Preliminary transmission data for several loca-
tions specified was developed and used in the hypothetical mock bid evaluations. The mock bids are
attached as IM Attachment 15.

VIll.  INITIAL REVIEW AND BID ASSESSMENTS

INITIAL REVIEW
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Bids were received and opened by the IM. After our preliminary review of completeness, we
provided the bids to Guif for evaluation. Initially Gulf reviewed all bids and began a process of data vali-
dation and clarification. That process involved the preparation of questions to bidders, and requests for
additional information from bidders. These questions and requests focused on plant operational specif-
ics or clarifications of proposed terms for necessary provisions, such as fuel supply. The questions
also sought insights into bidder’s positions relating to bidder proposed changes to the pro forma PPAs.
Each question and request was transmitted through the GULFIM website.

a) Bid Assessment

Once Gulf completed its initial bid review, individual bids were modeled using the models devel-
oped by Gulf. Detailed descriptions of each bid were prepared and provided to the IM. As a first step,
Gulf did a preliminary economic evaluation of each bid to estimate the cost of each bid on a normalized
basis. All bids were evaluated using the methodology that had been reviewed by the IM. This prelimi-
nary evaluation took into account bid prices and forecast fuel costs. Concurrently with that analysis,
each bid was reviewed by Southern Company Transmission Group personnel assigned to the evalua-
tion team, and transmission impacts were developed.

Based on this analysis, a preliminary ranking of bids was developed. That ranking was provided
to, and reviewed by, the IM. Once the preliminary analyses were completed, the bids were further
evaluated by including detailed transmission evaluations and refined bid-specific fuel transportation
costs. As additional bid-specific data was received from bidders, it was also factored into the economic
evaluation. Upon completion of those analyses, the bids were run in Southern Company Services’ dis-
patch model to determine the most beneficial portfolio of bids to accept.

In order to make its final selections, the results of the evaluation were compared on $/KW basis.
Each bid was valued over its term. This process allowed all bids to be compared in an equivalent man-
ner. At each step the IM monitored and reviewed the work performed by Gulf. At no time did the IM de-
termine that Gulf strayed from the evaluation process described in the RFP.

b) Non Price Assessment

All bids were also evaluated based on non-price terms. Most significant among those terms was
the bidder’s financial strength. Each bidder’s creditworthiness was evaluated. Both bidders who sub-
mitted bids met the RFP established credit standard, and no bid was disqualified or rejected for failure
to meet the credit standard established.

Environmental compliance issues also were considered in the non-price assessment. To the ex-
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tent that compliance issues affected availability or reliability of a unit, those effects were modeled and
the value of each bid to Guif reflected those impacts. No bid was eliminated based solely on an envi-
ronmental compliance concern.

¢) Fuel Cost Evaluation

The RFP permitted bidders to submit either all-in cost bids or tolling bids. A tolling bid is one in
which the buyer assumes the responsibility for providing the fuel to generate the required power. In the
RFP, Gulf indicated that it would accept tolling arrangements under which Gulf provided gas, oil, or
coal. When evaluating bids, Gulf used the approved fuel forecast the Company used in the normal
course of business. That forecast was reviewed by the IM and tested in the models prior to the receipt
of bids. The fuel forecast was used consistently throughout the evaluation process.

Part of the tolling costs is the transportation of the natural gas or other fuel supplied to the mer-
chants’ plants. In order to evaluate those costs, Gulf researched the incremental cost to transport the
fuel from the wholesale delivery point to the facility proposed. Those cost estimates were reviewed by
the IM and then incorporated into Gulf's overall cost evaluations.

d) Transmission assessment

Once the preliminary economic evaluation of each bid was completed, a preliminary assess-
ment of the impact on the transmission grid was conducted. The net economic impact of each bid was
then factored into the overall bid evaluation and the short list of bids was compiled.

The transmission assessment was conducted by Evaluation Team members from the Southern
Company Services’ Transmission Planning group. Prior to their conducting the assessment, the IM met
with the Evaluation Team to review and validate the approach and criteria the transmission assessment
would employ. The assessment focused on the benefits and incremental costs the system, and Gulff,
would observe in the areas of transmission construction costs, line losses, reliability maintenance
costs, and local area improvement costs. The net benefit or cost to the system was then factored into
the economic evaluation and the individual bids ranked.

Gulf confirmed the transmission assessment approach to be the one employed by the Southern
System, in the ordinary course of business, to evaluate the impacts of adding new generation loads.
The approach is the same for new load owned by a Southern Company entity or for a request for ac-
cess to the system’s transmission grid pursuant to the established transmission tariffs.

We were familiar with the transmission assessment methodology used in this RFP due to our

review of the same methodology as part of our |IE responsibilities for the Georgia Commission. The
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transmission assessment methodology employed by Gulf is identical to that used for the Georgia
Power Company RFPs, which was reviewed by us and the Georgia Commission Staff and found to be
appropriate. We found that Gulf applied the approach fairly to all bids. Based on our confirmation that
the methodology was unchanged and was uniformly applied to review all bids, we are satisfied that the
transmission assessment was conducted in an equitable and appropriate manner.

Once the detailed transmission assessment was completed, it was reviewed with Gulf and the
IM. When both were satisfied that the assessment was thorough, the results were combined with the
estimated generation costs to determine the overall ranking of the bids.

e) Selection of short list

After all bids were fully analyzed, two bids were placed on the “short list”. That is, those bids for
which final contract negotiation would be conducted. Prior to advising bidders of its short list decision,
Gulf advised the IM of its final consolidated ranking of bids and its intended selection.

Both bidders were advised that a short list was established, but no winning bidder information or
identification was provided to any party at that time. Bidders were asked only to schedule meetings to
finalize contract language. Bidders were not told how many bidders submitted bids, how many bids
were received, or how many bidders were on the short list. Gulf then conducted detailed negotiations
with both winning bidders and executed PPAs to secure the energy and capacity it sought. The bids
provided enough capacity to meet Gulfs’ required needs. All negotiations between the bidders and
Gulf were monitored by the IM.

Based on our observations, we believe that the selections were made based on a fair and im-
partial evaluation process.

iIX. CONTRACT NEGOTIATIONS

Gulf established several key points with each winning bidder at the outset. The first was that no
bid price terms were negotiable. The second was that to the extent possible, the pro forma PPA was to
be unchanged. Third, the changes were to be based on-site specific operating requirements; and fi-
nally, any changes that were not site-specific requirements had to be immaterial or provided no signifi-
cant decrease in the value of the bid, as determined by Gulf.

While it was the intention of Gulf to offer all bidders a pro forma PPA that would not require sig-
nificant amendment, that goal proved to be somewhat elusive. Complexities, such as facility operating
constraints, corporate structure, and ownership rights, all had to be considered in order to accommo-
date the unique circumstances of the winning bidders. Those needs required Gulf to negotiate revisions
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to the pro forma PPAs before executing contracts with the successful bidders. Individual bidder's
unique credit structure, corporate structure, and facility operating requirements had to be specifically
addressed before PPAs could be executed. Many of those issues required Guif to consider the materi-
ality of bidder-requested changes to essential provisions, and then determine whether the unique cir-
cumstances of a facility whether or the bidder justified amending the pro forma PPA. For example, pre-
existing fuel procurement contracts and the corporate structure of a2 bidder presented unique require-
ments that were not compatible with the pro forma PPA. From observation, we believe Gulf made
every attempt to minimize changes. Gulf did not entertain any proposed contract change that would re-
fresh a bid price or alter the pricing component of any bid. All discussions, meetings, and telephone
conferences between Gulf and the winning bidders were monitored by the IM. All information ex-
changes, including proposed revisions to the pro forma PPAs, were captured on the IM website. The
IM had access to all draft contract forms exchanged by the parties and to all data exchanged to support
the parties’ negotiating positions.

Numerous telephone conferences and face-to-face meetings were conducted to reach final
agreement on contract terms and language in each PPA. The vast majority of the changes to the pro
forma PPA were site-specific. However, several terms and conditions that did not reflect site-specific
requirements were requested. The majority of those changes were requested by Coral Energy. The
second winning bidder, Southern Power Company, proposed changes that, for the most part, were site-
specific requests. None of the changes accepted by Gulf, in either PPA, were found to materially aiter
the value of the bids submitted.

The resuiting PPAs reflect fairly negotiated terms and do not, in the opinion of Gulf, materially
alter the value of the product to be provided by either bidder. The IM does not believe that any of the
revised terms or conditions unduly advantaged the winning bidders or were unreasonable.

X. FINDINGS & CONCLUSIONS

Based on our observations, Accion Group believes the Gulf 2009 RFP, by design and practice,
was fair to all marketers. The RFP was well advertised, and access to relevant RFP documents and in-
formation was readily available. Marketers had numerous means and opportunity to assist in the design
of the RFP documents. Through comments, questions and answers, and the bidder conferences, bid-
ders made their concerns known. All marketers had access to the same information. The RFP process
was monitored by an independent third party, which assured bidders that the 2009 RFP was fair and
transparent. Access to the IM gave bidders the means by which they could express concerns and have
them addressed at all phases of the RFP process.

Gulf adequately described the processes it would use to evaluate bids and to qualify bidders.
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The RFP clearly set forth comprehensive descriptions of the products the Company intended to acquire.
The RFP and pro forma PPAs detailed the terms and conditions pursuant to which the Company would
execute a contract.

We believe the bid evaluation model was structured and operated correctly, and that the process
implemented was fair and conducted without bias. We confirmed that other than accepted minor adjust-
ments, the evaluation model was unchanged throughout the evaluation process and was used consis-
tently in evaluating each bid.

We found the RFP was conducted in conformity with the process Gulf adopted at the outset. Fur-
ther, we believe the process conforms to the Commission’s solicitation rule, notwithstanding that the rule
is not applicable in this situation.

We did not observe bias in the application of Gulf's RFP process, including the evaluation of
bids, towards or against any bid or bidder. We believe the evaluation of all bids was done in a fair man-
ner, and the same evaluation standards being applied to all bids. We believe the evaluation model used
by Gulf was fairly designed and applied. Negotiations between Gulf and individual bidders were con-
ducted fairly and without information about competing bids being disclosed. In addition to reviewing all
bid evaluations, the IM monitored all bid negotiations. We believe that a majority of the modifications to
the pro forma PPA were appropriate and necessary to meet generation plant-specified requirements
and the needs of both parties. The remaining amendments to the PPAs were not material, but were ap-
propriate and did not alter the risks, benefits, or cost responsibilities of the contracting parties.
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IM Report Attachments

1. Screen capture of all documents
2. Screen capture of 12.22.05 email notice to bidders that the GulflM website was available
3. Announcement sent to prospective bidders with the 12.22.05 email
4. Attachment J, as sent to prospective bidders
5. Copy of Bidder conference materials
8. Screen capture of all Questions and Answers
7. Southern Power Code of Conduct
8. Copy of the Gulf Code of Conduct
9. Code of Conduct training material
10. Code of Conduct compliance certificate
11. End of Process Code of Conduct Acknowledgement
12. Copy of the restricted area
13. Questions and Answers
14. Gulf Evaluation spread sheet template (showing detail of evaluation)
15. Mock Bids
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IM Attachment 2

Fle Edt View Tools Message Help

T < -

Reply  Reply Al Forward Print Delate Addrasses
From: Harry Judd
Date: Thursday, December 22, 2605 5:37 PM

To: Monsahvatge, Ralph; DuBose, Billy T.; Randy Knepper; Hubbert, Randy; Pat White; Alan Kessler; Rozier, Garey C. ; Grove, Ray W. ; Bell, H. Homer; Harris Burpee
Subject:  GuK Web Ste Live

The Gulf Power RFP web site went live at 4:20 pmtoday. An email notification of the RFP and website was sent by this office to the list of

persons provided by Gulf Power at 4.45 pm. As of 420, the temporary adrmin access given to Gulf Power team during the site construction
phase has been rescinded.

Many thanks to all who plit inthe extra effort designing the web site, preparing documents, editing text, and all the hundreds of other details
needed to make this happen in such a short period of ime. Special thanks to you, Harris, for finding & way to get a secure certificate in an
‘ amazing 2 days! | probably don'twant to know how you managed that.

Best for the holiday to all.

Harold T. Judd
Accion Group

244 North Main Street
Concord, NH 03301
Office 603/229-1644
Cell  603/568-8207
Fax 603/225-4923
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IM ATTACHMENT 3

Request for Proposals
Generating Capacity

Gulf Power Company (Gulf) is soliciting proposals for firm capacity and energy with commencement of deliveries
beginning June 1, 2009.

Guif plans to issue a Request for Proposal (RFP) to acquire new supply-side resources beginning June 1, 2009. Gulf'is
utilizing an Independent Monitor (IM) to conduct all communications in connection with this solicitation. Accion Group
has been retained as the IM and all communications concerning this solicitation should be directed to Accion. The initial
draft documents, including the RFP and Form Purchase Power Agreements (PPAs) will be posted on the IM website on
or about December 22, 2005. Parties interested in commenting on the draft documents and submitting proposals in re-
sponse to this request may obtain further information and register to participate by visiting the IM website at 1\

SRR,

Gulf is seeking a five (5) year contract or contracts for a total of 400 MW to 500 MW of capacity to meet its currently
projected 2009 electric supply needs. Potential respondents should note that Gulf is projecting a need for peaking capac-
ity, but non-peaking proposals may be submitted for consideration.

An RFP Discussion Session will be held January 11, 2006 in Tallahassee, F1. to discuss the requirements of the RFP. The
planned release date of the final RFP Documents (through posting of the RFP Documents on the IM website) is January
20, 2006. A post RFP Issuance meeting will be held January 31, 2006 in Tallahassee, Fl. to discuss data requirements
and to assist potential respondents in understanding the RFP submittal process. Participants may attend either meeting in
person or by teleconference. A tentative schedule of milestones and dates will be provided on the IM website on Decem-
ber 22, 2005.

Gulf reserves the right to reject all proposals and to modify, defer or cancel this RFP.
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IM Attachment 4

ttachment J

Gulf Power Company (Gulf) will utilize a RFP process as detailed below to select the
most competitive capacity supplier to meet its future load requirements. Gulf is seeking
5 year proposals to supply 400 MW to 500 MW beginning in 2009. Gulf is developing a
time schedule that will allow it to identify a short list of successful respondents and be-
gin contract negotiations by June 1, 2006.

(a) Definitions of terms used in the RFP Process:
1. “Commission” or “FPSC” means the Florida Public Service Commission.

2. “Independent Monitor” or “IM” means the entity selected by Gulf to monitor its RFP
Process as described herein.

3. “Power Purchase Agreement’ or “PPA” means a negotiated contract between Guif
and one of the finalist respondents to the RFP.

4. “RFP” means the notice of a Request For Proposals distributed to the marketplace
by the IM under the RFP process identifying the needed resources and the time for
providing those resources as set out in the RFP, or any amendment thereto.

5. “RFP Document” shall mean the collection of materials (including Form PPAs) dis-
tributed to interested respondents and pursuant to which the proposals shall be
submitted and evaluated during the RFP Process.

8. “RFP Process” means the preparation and issuance of a Gulf RFP and all the ac-
tivities subsequently associated therewith that are expected to terminate in the exe-
cution of a PPA between Gulf and one or more successful respondents, and in
which an IM is utilized pursuant to and performs the functions described in this Pro-
posed RFP/IM Structure.

(b) Proposed RFP Process for Resources to Supply Gulf’'s 2009 Capacity Require-
ments

1. Except for changes required to incorporate the following provisions providing for
utilization of an independent Monitor, the RFP Process will be conducted consistent
with the provisions of Commission Rule 25-22.082, F.A.C., Selection of Generating
Capacity.

2. Gulf will contract with an IM to oversee and participate in the communication
with potential respondents and actual respondents in the selection of generating re-
sources to supply Gulf's 2009 capacity requirements. The contract with the IM will
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clearly define the communications protocols consistent with this RFP Process document.
Overall, the IM will ensure that the RFP communications process is fair and transparent
and does not favor any respondent over another. The IM will retain records of all commu-
nications and be available to the Commission during the Commission's approval process
for the resources selected by Gulf.

3. Prior to the receipt of proposals, Gulf will also provide to the IM a comprehensive evalua-
tion framework including evaluation models, data, and mock evaluations to further enhance
the transparency of its process and to be available to the Commission during the Commis-
sion's approval process.

4.

(c) Role and Selection of an Independent Monitor.

1. The IM will be retained by Gulf under a contract that is consistent with the RFP Process.
The role and function of the IM in the RFP Process shall be as set forth herein.

2. No respondent or potential respondent shall have any communication with the IM or Gulf
pertaining to the RFP, the RFP documents, the RFP process, the evaluation or the evalua-
tion process or any related subjects except as those communications are specifically al-
lowed by this proposed RFP/IM structure, or as are made publicly through the IM’s website.
However, the IM or Gulf may determine that Gulf and the IM should jointly communicate
with one or more respondents after the receipt of proposais to facilitate the evaluation proc-
ess. The IM shall keep a record of all communications with potential respondents and ac-
tual respondents.

3. The IM will work independently, but will make available any reports as required by the
Commission. In carrying out its duties, the IM will work in coordination with the Commis-
sion and Gulf with regard to the RFP Process.

4. |f the IM becomes aware of a violation of any requirements of the RFP Process, the IM
shall immediately report that violation, together with any recommended remedy, to Gulf
and the Commission.

5. Guif will collect an Evaluation Fee of $10,000 per proposal to defray Gulf's costs of evaluat-
ing the proposals. An IM Fee of $5,000 per proposal will also be collected to defray Gulf's
costs of securing the services of the IM. In addition, the successful respondent(s) will reim-
burse Gulf for the actual total cost of the IM less total IM Fees collected if insufficient funds
are collected through the IM Fee to cover the IM services. The outstanding amount will be
assessed on a per megawatt basis and collected promptly after the Commission approval
of the PPA(s). Invoices for services rendered by the IM will be sent directly to Gulf for pay-
ment, which will be made directly to the IM.

(d) Affiliate Communications.

1. Any affiliate of Gulf that intends to submit a proposal in response to the RFP, shall identify
its employees as well as any other persons acting for that affiliate or on its behalf in support
of the development and submission of such proposal, and such employees and other per-
sons shall be known collectively as a “Proposal Team”.

2. The representatives of Gulf that will be designing and implementing the RFP and evaluat-
ing the proposals submitted in response to the RFP, as well as any other persons acting for
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or on behalf of Gulf regarding any aspect of the RFP Process, shall be known collectively
as the "Evaluation Team.”

Any Proposal Team shall be separately identified and physically segregated from the
Evaluation Team for purposes of all activities that are part of the RFP Process. The names
and complete titles of each member of a Proposal Team and the Evaluation Team shall be
filed with the IM and made publicly available on the IM Website. Subsequent additions to a
Proposal Team and Evaluation Team shall be filed with the IM and disclosed in the same
fashion.

There shall be no communications, either directly or indirectly, between a Proposal Team
and the Evaluation Team regarding any aspect of the RFP Process, except (i) necessary
communications as may be made through the IM as described further herein, and (ii) nego-
tiations between a Proposal Team and the Evaluation Team for a final PPA in the event
and then only after the Proposal Team has been selected by Gulf as the respondent with a
successful proposal. The Evaluation Team will have no direct or indirect contact or com-
munications with any respondent other than through the IM as described further herein, un-
til such time as a successful proposal is selected by Guif and negotiations for a final PPA
have begun.

At no time shall any information regarding the RFP Process be shared with any respon-
dent, including the Proposal Team, unless the identical information is shared with all re-
spondents in the same manner and at the same time. Should any respondent, including a
Proposal Team, attempt to contact a member of the Evaluation Team directly, such re-
spondent shall be directed to the IM for all information and such communication shall be
reporied to the IM by the Evaluation Team member.

Each member of a Proposal Team shall execute an acknowledgement that he or she
agrees to abide by the restrictions and conditions contained in paragraphs 3 through 5
above. At the PPA Execution Date, each member of the Proposal Team shall execute an
acknowledgement that he or she has met the restrictions and conditions contained in para-
graphs 3 through 5 above. These acknowledgements shall be filed with the IM by the Pro-
posal Team within 10 days of their execution.

Each Evaluation Team member shall execute an acknowledgement that he or she agrees
to abide by the conditions contained in paragraphs 3 through 5 above and, at the PPA Exe-
cution Date, shall execute an acknowledgement that he or she has met the restrictions and
conditions contained in paragraphs 3 through 5 above. These acknowledgements shali be
filed with the IM by the Evaluation Team within 10 days of their execution.

(e) RFP Structure and Process.

1.

Design of the RFP.

i Gulf will be responsible for preparing the RFP Document, including RFP

procedures, evaluation factors, credit and security obligations, Pro Forma Power Pur-
chase Agreements (“Form PPAs"), and a solicitation schedule.

ii. Guif will utilize the following steps and procedures:
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(1) timely public notices of the issuance of the RFP,
(2) filing a copy of the RFP with the Commission,

(3) meeting with potential participants prior to issuance of
the RFP to discuss potential requirements of the RFP, and

(4) meeting with potential participants within two weeks
after issuance of the RFP,

iii. Guif is not proposing a new Gulf-owned generating unit to meet this ca-
pacity need. As a result, there will be no data regarding a self-build option included in
the RFP documents.

2. Issuance of RFP and Respondent Communications.

i. Gulf shall issue the RFP by submitting the RFP and RFP Documents to
the IM for posting on the IM website. At any time after the RFP is issued, through the
time the successful proposal is selected by Gulf, the schedule for the solicitation may
be modified by Gulf. Any such schedule modifications shall be communicated by the
IM and posted on the IM website.

ii. The only respondent communications permitted prior to submission of
proposals shall be conducted through the IM or jointly with the IM. Respondent ques-
tions and Guif responses shall be posted on the IM website. To the extent such ques-
tions and responses contain competitively sensitive information for a particular respon-
dent, this information may be redacted or restricted to view only by the respondent, as
the IM may determine.

iii. Gulf may not communicate directly with any respondent regarding the
RFP Process, the content of the RFP and RFP Document, or the substance of any po-
tential response by a respondent to the RFP.

iv. Respondents shall submit proposals pursuant to the solicitation sched-
ule contained in the RFP and RFP Document. Gulf and the IM shall have access to all
proposals and all supporting documentation submitted by respondents in the course of
the RFP Process.

V. Guif may request further information from any respondent regarding its
proposal. Any communications between Gulf and a respondent during the evaluation
process shall be conducted through the IM. Gulf shall be informed of the content of any
communications between the IM and a respondent.

Vi. Gulf shall cause native load growth reservations to be made on the
Southern Company OASIS for all proposals that are not otherwise capable of using an
existing native load growth reservation for evaluation purposes.

vii. The IM and Gulf shall maintain a record of all communications between
the IM and Gulf and respondents throughout the RFP process.
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3. Evaluation of Responses to RFP.

i. Gulfs evaluation of the proposals received using the RFP Process will
be based on its traditional methods of analysis. Gulf will conduct its evaluation in an ap-
propriate manner, consistent with the principles and procedures contained in this RFP
and Commission Rule 25-22.082, F.A.C., Selection of Generating Capacity.

ii. Prior to the receipt of proposals, Gulf shall submit to the IM its evaluation
methodologies, evaluation models, database, and mock evaluations which will demon-
strate the evaluation methodology. Gulf will conduct the actual evaluation in a manner
consistent with the above described evaluation framework. The IM and Gulf shall main-
tain a record of such evaluation framework.

iil. Communications will be conducted on a confidential basis between the
IM and individual respondents, and may include one or more face-to-face meetings be-
tween the IM, Gulf and a respondent to discuss the respondent’s proposal. [n particu-
lar, Gulf expects that such face-to-face meetings will be necessary with the most com-
petitive respondents prior to selection of finalist list participants.

iv. The RFP Process shall be a single round of proposals. Respondents
shall not be allowed to revise their proposals after submittal of the proposals to the IM.
However, clarification of proposal components and correction of genuine errors will be
allowed through communication with respondents through the IM.

V. The IM and Guif shall establish proposal evaluation milestones at which Gulf will
provide to the IM summary documents which document the state of the proposal evaluation.
Such milestones may include preliminary proposal summaries, preliminary or interim proposal
rankings, respondent screen reports, proposal rankings used to reduce the number of active
proposals to a more competitive tier, finalist list rankings, and final proposal evaluations includ-
ing supporting workpapers and documentation. The IM shall maintain such records and make
them available to the Commission during the Commission’s approval process.

4, Commission Approvat of Resource(s).

i Based on the pro-forma PPA included in the RFP Document, Guif will
negotiate a final PPA with the respondent for each resource it has selected. Any such
PPA shall be expressly conditioned on the approval of the Commission.

ii. The IM shall be available to participate in the Commission’s approval

proceeding and testify regarding their role and responsibilities as the IM as defined
herein.
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IM Attachment 5

2009 Request for Proposals‘

Gulf Power Company
January 31, 2006

Post RFP Issuance Conference

>

Summary of Key Changes

« 2009 CC & CT PPAs
» 2009 CC PPA

» 2009 RFP

.\

2
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Key Changes Initiated By

GULF RFP Respondent Initiated:

— Represents changes that were a result of comments on the
Form PPAs that were received in the 2009 GULF RFP.

GPC RFP Respondent Initiated:

- Represents changes that were a result of comments on the
Form PPAs that were received in the 2010/2011 GPC RFP.

GULF POWER lInitiated:

= Represents changes that were initiated by GULF that are
_clarifications {o the existing provisions in the Form PPAs.

2009 CC & CT PPAs

GULF RFP Respondent Initiated:

— Section 2.3.1 Conditions Subsequent — inserted “of such order or
action” to clarify the commencement of the 10 day period for the

parties to meet and negotiate amendments.

— Section §.1.4.3 Unavailability — After notice of Alternate Resource,
Buyer shall provide Seller with a good faith estimate of a pro;ected
schedule for the following week

~ Section 7.1 and 7.2 Security and MAC — removed minimum amount of
igible Collatera regmre s0 appropriate amount can be determined,
at sole discretion of Buyer, when and if such case ocours

ion 8.3 Failure to Achieve RCOD change fo liquidated damages
r does not meet RCOD. Seller will only incur damages if
costs are greater than what they would have been under the

contract. - ‘\‘
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2009 CC & CT PPAs

* GULF RFP Respondent Initiated:

- Section 13.2.1 (13.1.1 in CT PPA) Scheduling ~ Buyer can not
schedule energy if the Buyer fails to provide gas (tolling only) oris
unable to receive delivery at the delivery point éChange made in this
section is response to a comment in Section 16.1 Force Majeure)

— Section 13.2.4.3 {13.1.4.3 in CT PPA) Scheduling — clarified that the
edule in place at fime of notice of an Unavailability Event shall be

the Schedule in place for the balance of the day

- Slgction 18.1.1 Change of Law — Change identifies latter of the filing of
e application for an air permit or execution of the coniract as the
defining date for applying Change of Law provisions

oA

2009 CC & CT PPAs

* GULF POWER Initiated:

— Section 18.2 (i) Air Emissions - clarified that the maximum NOx
allowances provided by Buyer to Seller will be based on the
amount of energy delivered at Guaranteed Heat Rates

- AQFendix A.B - inserted example to clarify how the Base Mode
Value and Supplemental Mode Value Factors impact the

capacity payment.

- Appendix B.C — clarified that Energy from startup to minimum
og%pu: will be paid for at the Guaranteed Heat Rate at minimum
outpu

dix C.E - Removed language appropriately stated in thi
s not a contractual term. ok
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2009 CC PPA
« GULF POWER Initiated:

- Appendix D.3 — clarified that each test will cover 2
hours at the full output capability of each mode of
operation.

— Appendix | — inserted example to show how SAP is
calculated for operation on AGC

~ Appendix K - Added examples to further clarify the
inancial Settlement procedures

I'w

2009 CC PPA Only

« GPC RFP Respondent Initiated:

— Definitions — added definitions for the following terms
(relating to SAP for AGC):
— Equivalent Unplanned (Forced) Derate Hours
— Equivalent Hours
~ Forced Derate

- Appendix A.C.1 — inserted example to clarify how

EE%FI is calculated. Also, clarified that ARDH and
tF)SH tcan be the equivalent hours during a Forced
Derate.

o
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2009 RFP
« Introduction — Turnkey does not meet the product

definitions for this solicitation.

« #4 in “Instructions for Completing Forms" - clarified that
capacity payments will not be adjusted to actual index
values.

. #7 in “Instructions for Completing Forms” — modified to
‘require V O&M to escalate at actual CPI, GDPIPD, or
r - an adjustment factor not to exceed 1%.

RFP Timeline Going Forward

« March 21, 2006 — Proposals Due |
 June 1, 2006 — Finalist List

~« August 1, 2006 — PPA(s) Executed

10
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QUESTIONS
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IM Attachment 6

GULF POWER COMPANY
Pre RFP Meeting

January 11, 2006

Question 1

Pagelof 1

1. Will multiple users be able to log on the (web site) system at the same time?
ANSWER:

This answer is provided by the IM.

There is no limit to the number of persons who can log-on to the website using the same user ID and password. However,
the IM discourages this practice. Each registered user is provided with a unique user ID and password. The website re-

cords all activity on the site by user. Use of the same website identify distorts those records by attributing all activity to
one user.

When RFP responses are submitted, a “response folder™ for each proposal will be created on the website. This folder will
be used for the exchange of information specific to a proposal. As part of the RFP package, respondents will be asked to
identify all persons working with the respondent who should have access to the proposal folder. The persons identified
will be sent a new password, which will permit them to access their respective response folder. The IM strongly urges all

respondents to refrain from sharing access to the response folder as pricing and potentially confidential information will be
in the folder.
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GULF POWER COMPANY
Pre RFP Meeting

January 11, 2006

Question 2

Page 1of 1

2. What is the reasoning for the five year term?
ANSWER:

The five year term is consistent with our 2005 Ten-Year Site filed with the Florida Public Service Commission. This docu-~
ment is included on the Independent Monitor (IM) website. The need for 2009 is 400 — 500 Mw. The five year contract
will allow Guif Power to take advantage of a deep market in the short term and still have the flexibly to take advantage of
emerging technologies (coal gasification, nuclear, clean coal) when our need has grown to a size that more closely fits a lar-
ger more economic base load unit. The five year contract also allows Guif to explore the self build option in the 2014 time
frame.
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3. Would Guif consider a longer term?

ANSWER:

GULF POWER COMPANY
Pre RFP Meeting

January 11, 2006

Question 3

Page 1 of 1

No. For the reasons discussed in question 2, Gulf Power feels a five year term is in the best interest of our custom-

€rs.
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GULF POWER COMPANY
Pre RFP Meeting

January 11, 2006

Question 4

Page 1 of 1

4. Would you post an IT troubleshooter contact for the web site?
ANSWER:
This answer is provided by the IM.

This question alludes to problems last summer with using Attachment A, a MS Excel spreadsheet, in the RFP in
the Georgia 2009 RFP. Attachment A in the Gulf RFP is the same basic program being used in the Georgia 2010
RFP, modified for the specifics of the Gulf 2009 RFP. We believe the programming problems have been elimi-
nated and that Attachment A works properly when using MS Excel 2000. At the same time, it is possible a respon-
dent may experience difficulties if they are using an older version of MS Excel. Attachment A was designed to be
fully functional with MS Excelf 2000 and later versions. Potential respondents are strongly encouraged to develop
test Attachment A inputs well in advance of the proposal due date to ensure that the actual input process will work
smoothly.

Accion Group can be reached through the web site for assistance in making certain all forms used in the RFP work
propetly, including Attachment A. We will review all concerns directed to us with our IT staff and Gulf Power
and provide a response as quickly as possible. Again, respondents are encouraged to experiment with Attachment
A well in advance of preparing a proposal so that we will have time to address any concerns before proposals are
due.
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GULF POWER COMPANY
Pre RFP Meeting

January 11, 2006

Question 5

Page 1 of 1

5. In reference to Product No. 3 with only part of a unit being offered, is therea  preference for a tolling
versus non-tolling arrangement?

ANSWER:

As we discuss in RFP document, in the case of resources for which a respondent includes a non-tolling fuel plan in
its proposal, then the respondent must provide complete details of its fuel arrangement and fuel plan with its pro-
posal. Gulf notes that a respondent may or may not determine that a non-tolling arrangement is more appropriate
to offer for a Product 3 offering since the respondent will also need to arrange fuel transportation and supply for
the remaining capacity. In the event a tolling arrangement is proposed for Product 3, Gulf will make fuel arrange-
ments for the reliable utilization of its capacity portion and would consider accepting assignment of any existing
fuel transportation and supply obligations of the Seller (as described in the RFP).

Respondents proposing a non-tolling arrangement are encouraged to also provide a tolling proposal for the same
facility (no additional Evaluation Fee or IM Fee). While Gulf generally prefers a tolling arrangement, the pro-
posal evaluation will not include preferential treatment for either a tolling or non-tolling arrangement if the pro-
posal otherwise meets the requirements of the RFP.
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GULF POWER COMPANY
Pre RFP Meeting

January 11, 2006

Question 6

Page 1 of 1

6. How strong is the preference for peaking capacity versus base load capacity?

ANSWER:

There is not a strong preference for either base load or peaking capacity. Base load capacity will be evaluated in
the same manner as peaking capacity to determine the most economic proposal. Respondents are encouraged to
review the Ten Year Site Plan and Attachment H.

The RFP contains language that sets out the framework regarding a Respondent's responsibility relative to trans-
mission and interconnection. This section also highlights already known and documented transmission problem
areas. Notwithstanding this language, every proposal will be reviewed based on its actual location and characteris-
tics to determine if there are specific issues relative to the ease or difficulty of its delivery. No judgment as to the
effective delivery of any resource can be made until the specifics of that offer are available for review and evalua-
tion.




GULF POWER COMPANY
Pre RFP Meeting

January 11, 2006

Question 7

Page lof 1

7. For a facility in the Southern Company control area, how difficult is it to acquire transmission access for
delivery of peaking resources into Gulf’s area?

ANSWER:

The RFP contains language that sets out the framework regarding a Respondent's responsibility relative to trans-
mission and interconnection. This section also highlights already known and documented transmission problem
areas. Notwithstanding this language, every proposal will be reviewed based on its actual location and characteris-
tics to determine if there are specific issues relative to the ease or difficulty of its delivery. No judgment as to the
effective delivery of any resource can be made until the specifics of that offer are available for review and evalua-
tion.




GULF POWER COMPANY
Pre RFP Meeting

January 11, 2006

Question 8

Page 1 of 1

8. What are the transmission issues for export from Mississippi Power Area?
ANSWER:
See answer to question 7.

The RFP contains language that sets out the framework regarding a Respondent's responsibility relative to trans-
mission and interconnection. This section also highlights already known and documented transmission problem
areas. Notwithstanding this language, every proposal will be reviewed based on its actual location and characteris-
tics to determine if there are specific issues relative to the ease or difficulty of its delivery. No judgment as to the
effective delivery of any resource can be made until the specifics of that offer are available for review and evalua-
tion.




IM Attachment 7

STANDARDS OF CONDUCT
FOR SOUTHERN POWER COMPANY PROPOSAL TEAM MEMBERS
DURING THE GULF 2009 RFP PROCESS

I. Definitions.
(a) “Commission” shall mean the Florida Public Service Commission.

(b)  “Evaluation Team” shall collectively mean the representatives of Gulf that will be
designing and implementing the RFP and evaluating the proposals submitted in response
to the RFP, as well as any other persons acting for or on behalf of Gulf regarding any as-
pect of the RFP Process.

(c) “Gulf” shall mean Gulf Power Company.

(d)  “Independent Monitor” or “IM” shall mean the entity selected by Gulf to monitor
its RFP Process.

(e) “PPA Execution Date” shall mean the date on which a power purchase agreement
between Gulf and the winning bidder is executed pursuant to a RFP Process.

@ “Proposal Team” shall collectively mean those employees of Southern Power Com-
pany and any other persons identified by Southern Power Company as acting for South-
ern Power Company or on its behalf in support of the development and submission of a
proposal it intends to submit in response to the RFP.

(2) “RFP” shall mean the notice of a Request For Proposals distributed to the market-
place by the IM under the RFP process identifying the needed resources and the time for
providing those resources as set out in the RFP, or any amendment thereto.

(h)  “RFP Process” shall mean the preparation and issuance of a Gulf RFP and all the
activities subsequently associated therewith that are expected to terminate in the execu-
tion of a PPA between Gulf and one or more successful respondents, and in which an IM
is utilized pursuant to and performs the functions described in this Proposed RFP/IM
Structure,

2. Any Proposal Team shall be separately identified and physically segregated from the

Evaluation Team for purposes of all activities that are part of the RFP Process. The
names and complete titles of each member of a Proposal Team and the Evaluation Team
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shall be filed with the IM and made publicly available on the IM Website. Subsequent
additions to a Proposal Team and Evaluation Team shall be filed with the IM and dis-
closed in the same fashion.

3. There shall be no communications, either directly or indirectly, between a Proposal
Team and the Evaluation Team regarding any aspect of the RFP Process, except (i) nec-
essary communications as may be made through the IM, and (ii) negotiations between a
Proposal Team and the Evaluation Team for a final PPA in the event and then only after
the Proposal Team has been selected by Gulf as the respondent with a successful pro-
posal. The Evaluation Team will have no direct or indirect contact or communications
with any respondent other than through the IM as described further herein, until such
time as a successful proposal is selected by Gulf and negotiations for a final PPA have
begun.

4. At no time shall any information regarding the RFP Process be shared with any respon-
dent, including the Proposal Team, unless the identical information is shared with all re-
spondents in the same manner and at the same time. Should any respondent, including a
Proposal Team member, attempt to contact a member of the Evaluation Team directly,
such respondent shall be directed to the IM for all information and such communication
shall be reported to the IM by the Evaluation Team member.

5. Each member of a Proposal Team shall execute an acknowledgement (the form of which
is attached hereto) that he or she agrees to abide by the restrictions and conditions con-
tained in paragraphs 2 through 4 above. At the time that any new member is added to
the Proposal Team, such new member shall execute an acknowledgment that he or she
(a) agrees to abide by the restrictions and conditions contained in paragraphs 2 through
4 above, and (b) has not engaged in any communications that would have violated para-
graphs 3 or 4 above if such new member had previously been a member of the Proposal
Team. At the PPA Execution Date, each member of the Proposal Team shall execute an
acknowledgement that he or she has met the restrictions and conditions contained in
paragraphs 2 through 4 above. These acknowledgements shall be filed with the IM by
the Proposal Team within ten (10) days of their execution.
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Standards of Conduct Acknowledgement

(Proposal Team)
L. , being duly sworn, hereby acknowledge:
I. I am employed by and I serve as a member of the Proposal Team, as that

term is defined in the attached **Standards of Conduct for Southern Power Company Proposal Team Members Dur-
ing the Gulf 2009 RFP Process™ (“Standards of Conduct™), acting on behalf of Southern Power Company in sup-
port of the development and submission of a proposal to be submitted in response to the RFP to the 2009 RFP is-
sued by Guif Power Company.

2. I have read and understand the attached Standards of Conduct.

3. I hereby agree to abide by the requirements of Paragraphs 2, 3 and 4 of the attached Standards of
Conduct.

4. If I am a new member being added to the Proposal Team, I hereby state that I have not engaged

in any communications that would have violated Paragraphs 3 or 4 of the attached Standards of Conduct if I had
been a member of the Proposal Team.

5. Should I become aware of any violation of the attached Standards of Conduct. I will promptly
report any such violation to the Independent Monitor.

Signed:

Sworn to and subscribed before me, this
day of . 2006

Notary Public
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2.

IM ATTACHEMNT 8§
STANDARDS OF CONDUCT
FOR GULF POWER COMPANY AND ITS AFFILIATES
FOR THE 2009 RFP PROCESS
Definitions. As used herein, the term:
(a) “Proposal Team” shall collectively mean any affiliate of Gulf Power Company that intends to
submit a proposal in response to the RFP, as well as any other persons acting for that affiliate or
on its behalf in support of the development and submission of such proposal.
b) “Commission” shall mean the Florida Public Service Commission.
(©) “Independent Monitor” or “IM” shall mean the entity or entities selected pursuant to Gulf Power
Company’s RFP Process Document to monitor the RFP Process.
(d) “Evaluation Team” shall collectively mean the representatives of Gulf Power Company that
shall be evaluating the proposals submitted in response to the RFP, as well as any other persons
acting for or on behalf of Gulf Power Company regarding any aspect of the RFP Process.
(e) “PPA Execution Date” shall mean the date on which a power purchase agreement between Gulf
Power Company and the winning respondent(s) is executed pursuant to the RFP Process.
® “RFP” shall mean the notice of a request for proposals expected to be distributed to the market-
place on January 20, 2006 by the IM identifying the needed resources beginning in 2009.
(g) “RFP Process” shall mean the preparation and issuance of the RFP and all the activities subse-
quently associated therewith that are expected to terminate in the execution of a PPA between Gulf Power
Company and the winning respondent(s).

No later than January 20, 2006, the Proposal Team shall be separately identified and physically segregated

from the Evaluation Team for purposes of all activities that are part of the RFP Process. The names and complete

titles of each member of the Proposal Team and the Evaluation Team shall be reduced to writing and posted on the
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IM website. Following January 20, 2006, at the time that any new member is added to either the Proposal
Team or the Evaluation Team, the requirements of this paragraph 2 shall also be applied to such new
member.

3. There shall be no communications, either directly or indirectly, between the Proposal Team and
Evaluation Team pertaining to the RFP, the RFP documents, the RFP Process, the evaluation or the
evaluation process or any related subjects, except (i) necessary communications as may be made through
the IM and (ii) negotiations between the Proposal Team and the Evaluation Team for a final PPA in the
event the Proposal Team has been selected by Gulf Power Company as the winning respondent. The
Evaluation Team will have no direct or indirect contact or communications with any respondent(s) pertain-
ing to the RFP, the RFP documents, the RFP Process, the evaluation or the evaluation process or any re-
lated subjects other than through the IM as described further herein, until such time as a winning proposal
is selected by Gulf Power Company and negotiations for a final PPA have begun.

4, At no time shall any information regarding the RFP Process be shared with any respondent, in-
cluding the Proposal Team, unless the precise same information is shared with all respondents in the same
manner and at the same time.

5. On or before January 20, 2006, each member of the Proposal Team shall execute an acknowledge-
ment (the form of which is attached hereto) that he or she agrees to abide by the restrictions and conditions
contained in paragraphs 2 through 4 above. At the time that any new member is added to the Proposal
Team after January 20, 2006, such new member shall execute an acknowledgement that he or she (a)
agrees to abide by the restrictions and conditions contained in paragraphs 2 through 4 above, and (b) has
not engaged in any communications that would have violated paragraphs 3 or 4 above if such new member
had been a member of the Proposal Team as of January 20, 2006. At the PPA Execution Date, each mem-
ber of the Proposal Team shall execute an acknowledgement that he or she has met the restrictions and
conditions contained in paragraphs 2 through 4 above. These acknowledgements shall be provided to the

IM by the Proposal Team within ten (10) days of their execution.
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6. On or before January 20, 2006, each Evaluation Team member shall execute an ac-
knowledgement (the form of which is attached hereto) that he or she agrees to abide by the re-
strictions and conditions contained in paragraphs 2 through 4 above. At the time that any new
member is added to the Evaluation Team after January 20, 2006, such new member shall exe-
cute an acknowledgement that he or she (a) agrees to abide by the restrictions and conditions
contained in paragraphs 2 through 4 above, and (b) has not engaged in any communications that
would have violated paragraphs 3 or 4 above if such new member had been a member of the
Evaluation Team as of January 20, 2006. At the PPA Execution Date, each member of the
Evaluation Team shall execute an acknowledgement that he or she has met the restrictions and
conditions contained in paragraphs 2 through 4 above. These acknowledgements shall be pro-
vided to the IM by the Evaluation Team within ten (10) days of their execution.

7. In the event any respondent, including the Proposal Team, attempts to contact a member of the
Evaluation Team directly pertaining to the RFP, the RFP documents, the RFP Process, the evaluation or
the evaluation process or any related subjects, such respondent shall be directed to the IM for all infor-

mation and such communication shall be reported to the IM by the Evaluation Team member.




IM ATTACHMENT 9

Standards of Conduct Training
for the RFP Process

2009 RFP for Gulf Power
Company

e —

Agenda / Outline

* Welcome

* Origin

* Purpose

* Important Dates

* Requirements

* Communications

« Communication Protocol

« Do and Don’t

 Example Situations S

2 . 3
Proprietary

53

Aaﬁ o Eod R K- J AN 3




0 igin of Standards of Conuct

« The Standards of Conduct apply to Gulf
Power Company (Gulf) Request For
Proposals (RFP).

¢« Developed by Gulf for use in its 2009 RFP
process.

¢« For Gulf's 2009 RFP, January 20, 2006 is
the issuance date.

Purpose

Ensure that no prohibited
communications take place between
Gulf's Evaluation Team and an Affiliate
Proposal Team or any other potential
respondents.
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Important Dates

e 12/22/05 Public Notice of RFP

« 1/11/06 Pre-RFP Issuance
Conference

« 1/16/06 Deadline for Comments
on Draft RFP Documents

« 1/20/06 Final RFP Documents
Posted on IM Website

e 1/20/06 RFP Issuance Date

5 [ 1
Proprietary

Important Dates

« 1/31/06 Post-RFP Issuance
Conference

« 3/21/06 Receipt of Proposals

» 6/01/06 Determination of
Finalist List

» 8/01/06 PPA(s) Executed

e

] e
Proprietary
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| Designated 2009 RFP Work Locations

Pensacola

« Gulf Corporate Bldg — One Energy Place

— Fifth Floor from Fuel Department eastward through
Generation Services Department

Birmingham
» APC Headquarters Building — 600 North 18th
Street, Birmingham

— 16% Floor SCS Resource Planning Area
— 13t Floor Restricted Area for Transmission Planning

8 ..
Proprietary

Requirements

+ Evaluation Team will have no direct or indirect
contact, except through IM, with any respondent
pertaining to:

— Gulif's RFP

~ The RFP documents

— The RFP process

—~ The evaluation or the evaluation process
- Any subjects related to RFP

9 . . N
Proprietary
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Requirements

* RFP information requested by and given to one
respondent must be shared with all other
respondents in the same manner and at the
same time.

10

Proprietary

After Finalist List Determination

« Evaluation team members re-read the
Standards of Conduct and execute new

Acknowledgement Forms at the PPA Execution

Date.

» Copies ofthe Forms will be sent to the IM by the

Evaluation Team after their execution.

12

Proprietary
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Communications

« AT ALL TIMES Conduct yourself in a manner
that ensures full compliance with the
Standards of Conduct.

» Any violation, deliberate or accidental, that
occurs must to be reported to the IM
immediately.

— Immediately notify Ray Grove (8-420-6695) or
Homer Bell (8-420-6035).

13

Proprietary

— Eommunications Between -

Evaluation Team Members

- All written communications should be marked:

CONFIDENTIAL
AND
THIS DOCUMENT/E-MAIL CONTAINS RFP-RELATED
INFORMATION SUBJECT TO GULF RFP
STANDARDS OF CONDUCT
This includes:
* hard documents
« electronic documents
» e-mail messages

>

14

Proprietary
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Example Situations

in the following examples, Proposal Team shall mean any potential respondent, affiliate
Proposal Team member, or other prohibited party

e Example 1
— Should there be any documentation if an
Evaluation Team member and Proposal Team
member talk about non-RFP related issues?

* Answer

—No. Communication of RFP related
information is strictly prohibited and the focus
of the Standards of Conduct.

xample Situations |

« Example 2
- What should be done if Evaluation Team RFP email
was accidentally forwarded to a Proposal Team
member?
 Answer
—~ Attempt to recall the e-mail immediately.

— Report the incident to Ray Grove and Homer
Bell of the Evaluation Team immediately with a
forwarded copy of the e-mail.

~ The IM will be promptly notified.

Proprietary
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Example 3

Example Situations

— What should be done if a Proposal Team member is
found at the location desighated for RFP evaluation

team work?
Answer

— Escort the person out of the designated location.
— Determine where the person has been and with

whom he has met.

— Report incident to Ray Grove and Homer Bell.
— The IM will be promptly notified by evaluation team

management.

« Example 4

Proprietary

“Example Situations

— What should an Evaluation Team member do if a
respondent contacts them directly about the RFP?

« Answer

respondent.

Immediately direct the respondent to the IM Website.
Do NOT discuss any RFP related information with the

Report the incident to Ray Grove and Homer Bell.

— The IM will be promptly notified by evaluation team

management.

-

Proprietary
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Contact Information

» Ray Grove
— Gulf Generation Services Department
— rwgrove@southernco.com
— 8-420-6295 or 850-444-6295

e Homer Bell
— Gulf Generation Services Department
— hahbell@southernco.com
— 8-420-6035 or 850-444-6035 .Y

20

Proprietary

Questions
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Documents Provided

Copy of Presentation
Copy of RFP Process Document
Copy of Evaluation Team Members
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IM ATTACHMENT 10

Gulf Power Company
2009 RFP

Standards of Conduct Acknowledgement

I, , being duly sworn, hereby acknowledge:

1. I am employed by and I serve as a member of the Evaluation
Team, as that term is defined in the attached “Standards of Conduct for Gulf Power Company and its Affiliates
for the 2009 RFP Process™ (“Standards of Conduct”), to assist Gulf Power Company with the evaluation of
proposals to be submitted in response to the 2009 RFP.

2. I have read and understand the attached Standards of Conduct.

3. I hereby agree to abide by the requirements of the attached Standards of Conduct.

4. If T am a new member being added to the Evaluation Team following January 20, 2006, I
hereby state that I have not engaged in any communications that would have violated the attached Standards of
Conduct if T had been a member of the Evaluation Team as of January 20, 2006.

5. Should 1 become aware of any violation of the attached Standards of Conduct, I will promptly
report any such violation to the Independent Monitor.

Signed:
Sworn to and subscribed before me, this
day of , 2006
Notary Public
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IM ATTACHMENT 11
STANDARDS OF CONDUCT
FOR GULF POWER COMPANY AND ITS AFFILIATES
FOR THE 2009 RFP PROCESS
Definitions. As used herein, the term:
(a) “Proposal Team” shall collectively mean any affiliate of Gulf Power Company
that intends to submit a proposal in response to the RFP, as well as any other per-
sons acting for that affiliate or on its behalf in support of the development and
submission of such proposal.
(b) “Commission” shall mean the Florida Public Service Commission.
(©) “Independent Monitor” or “IM” shall mean the entity or entities selected pur-
suant to Gulf Power Company’s RFP Process Document to monitor the RFP Process.
(d)  “Evaluation Team” shall collectively mean the representatives of Gulf Power
Company that shall be evaluating the proposals submitted in response to the RFP,
as well as any other persons acting for or on behalf of Gulf Power Company re-
garding any aspect of the RFP Process.
(e) “PPA Execution Date” shall mean the date on which a power purchase agree-
ment between Gulf Power Company and the winning respondent(s) is executed pursuant
to the RFP Process.
63) “RFP” shall mean the notice of a request for proposals expected to be distributed
to the marketplace on January 20, 2006 by the IM identifying the needed resources be-
ginning in 2009.
(g2)  “RFP Process” shall mean the preparation and issuance of the RFP and all the

activities subsequently associated therewith that are expected to terminate in the execu-
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tion of a PPA between Gulf Power Company and the winning respondent(s).

2. No later than January 20, 2006, the Proposal Team shall be separately identified and
physically segregated from the Evaluation Team for purposes of all activities that are part of the
RFP Process. The names and complete titles of each member of the Proposal Team and the
Evaluation Team shall be reduced to writing and posted on the IM website. Following January
20, 2006, at the time that any new member is added to either the Proposal Team or the Evalua-
tion Team, the requirements of this paragraph 2 shall also be applied to such new member.

3. There shall be no communications, either directly or indirectly, between the Proposal
Team and Evaluation Team pertaining to the RFP, the RFP documents, the RFP Process, the
evaluation or the evaluation process or any related subjects, except (i) necessary communica-
tions as may be made through the IM and (ii) negotiations between the Proposal Team and the
Evaluation Team for a final PPA in the event the Proposal Team has been selected by Gulf
Power Company as the winning respondent. The Evaluation Team will have no direct or indi-
rect contact or communications with any respondent(s) pertaining to the RFP, the RFP docu-
ments, the RFP Process, the evaluation or the evaluation process or any related subjects other
than through the IM as described further herein, until such time as a winning proposal is se-
lected by Gulf Power Company and negotiations for a final PPA have begun.

4. At no time shall any information regarding the RFP Process be shared with any respon-
dent, including the Proposal Team, unless the precise same information is shared with all re-
spondents in the same manner and at the same time.

5. On or before January 20, 2006, each member of the Proposal Team shall execute an ac-
knowledgement (the form of which is attached hereto) that he or she agrees to abide by the re-
strictions and conditions contained in paragraphs 2 through 4 above. At the time that any new

member is added to the Proposal Team after January 20, 2006, such new member shall execute
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an acknowledgement that he or she (a) agrees to abide by the restrictions and conditions con-
tained in paragraphs 2 through 4 above, and (b) has not engaged in any communications that
would have violated paragraphs 3 or 4 above if such new member had been a member of the
Proposal Team as of January 20, 2006. At the PPA Execution Date, each 1neﬁber of the Pro-
posal Team shall execute an acknowledgement that he or she has met the restrictions and condi-
tions contained in paragraphs 2 through 4 above. These acknowledgements shall be provided to
the IM by the Proposal Team within ten (10) days of their execution.

6. On or before January 20, 2006, each Evaluation Team member shall execute an ac-
knowledgement (the form of which is attached hereto) that he or she agrees to abide by the re-
strictions and conditions contained in paragraphs 2 through 4 above. At the time that any new
member is added to the Evaluation Team after January 20, 2006, such new member shall exe-
cute an acknowledgement that he or she (a) agrees to abide by the restrictions and conditions
contained in paragraphs 2 through 4 above, and (b) has not engaged in any communications that
would have violated paragraphs 3 or 4 above if such new member had been a member of the
Evaluation Team as of January 20, 2006. At the PPA Execution Date, each member of the
Evaluation Team shall execute an acknowledgement that he or she has met the restrictions and
conditions contained in paragraphs 2 through 4 above. These acknowledgements shall be pro-
vided to the IM by the Evaluation Team within ten (10) days of their execution.

7. In the event any respondent, including the Proposal Team, attempts to contact a member
of the Evaluation Team directly pertaining to the RFP, the RFP documents, the RFP Process,
the evaluation or the evaluation process or any related subjects, such respondent shall be di-
rected to the IM for all information and such communication shall be reported to the IM by the

Evaluation Team member.
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Gulf Power Company
2009 RFP

Standards of Conduct Acknowledgement

1, , being duly sworn, hereby acknowledge:

1. I am employed by and 1 served as a member of the
Evaluation Team, as that term is defined in the attached “Standards of Conduct for Gulf Power
Company and its Affiliates for the 2009 RFP Process” (“Standards of Conduct™), assisted Gulf
Power Company with the evaluation of proposals to be submitted in response to the 2009 RFP.

2. I previously executed an acknowledgement respecting the attached Standards of
Conduct, whereby I agreed to abide by the requirements of Paragraphs 2 through 4 of the Stan-
dards of Conduct.

3. I hereby swear and affirm that I have abided by the requirements of Paragraphs 2
through 4 of the Standards of Conduct, and I have not engaged in any communications that vio-
lated such Standards of Conduct.

Signed:
Sworn to and subscribed before me, this
day of , 2006
Notary Public
67
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Gulf Power Company
2009 RFP
Standards of Conduct Acknowledgement

I, , being duly sworn, hereby acknowledge:

1. I am employed by and I served as a member of the Evaluation
Team, as that term is defined in the attached “Standards of Conduct for Gulf Power Company and its Affili-
ates for the 2009 RFP Process” (“Standards of Conduct”), assisted Gulf Power Company with the evaluation
of proposals to be submitted in response to the 2009 RFP.

2. I previously executed an acknowledgement respecting the attached Standards of Conduct,
whereby I agreed to abide by the requirements of Paragraphs 2 through 4 of the Standards of Conduct.

3. I hereby swear and affirm that T have abided by the requirements of Paragraphs 2 through 4 of
the Standards of Conduct, and I have not engaged in any communications that violated such Standards of
Conduct.

Signed:
Sworn to and subscribed before me, this
day of , 2006
Notary Public
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IM Attachment 12

GULF POWER COMPANY

Physical Restriction Areas

Gulf Power is designating the following Physical Restriction Areas as the working areas for the Evaluation Team.
No parties from any respondent should enter this area until after the successful respondent has been notified for the
2009 RFP.

1. The South East corner of the 5th floor of the Gulf Power Headquarter in Pensacola, Florida. .This area includes
all offices on the south section of the 5th floor from the Fuels Department East to the Power Generation Services
area. The evaluation area includes Fuel, Environmental Affairs, and Generation Services.

2. The Resource Planning Department offices located on the west end of the 16" Floor of the Alabama Power
Company Headquarter Building, 600 North 18" Street, Birmingham, Alabama.

3. All Transmission Function areas of the Southern Operating Companies. Access to these areas, if any, will be
conducted in compliance with the FERC Transmission Information Standards of Conduct.
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GULF 2009 RFP
5 Year Bid

Ranking

BID

KeyLargo
Marathon
KeyWest

Capacity

(3/kW)
208.38
207.54
215.43

IM ATTACHMENT 14

Gulf 2009 RFP Evaluation Spread Sheet (With Mock Entries)

Fixed
O3&M

($/kW)
0.00
0.00
0.00

GULF POWER 2009 RFP

Sample Ranking
inctuding Transmission

Start-UP Fixed TOTAL LESS

($/kW)
20.22
0.00
42.08

Fuel Fixed ENERGY
Cost SAVINGS
kW) Fkw) (kW)
49.74 278.33 80.57
19.36 226.90 37.69
35.55 283.01 87.36

71

OTHER TOTAL

ADJMT GEN.

($KW) (kW)
000  197.76
000 18921
0.00 20566

Trans.
GRID

($/xW)
1.23
2.7
0.30

Trans.
Losses

(8/kw)
2.04
-1.01
5.12

TOTAL
Gen. &
Trans.
($/kW)
201.03
190.91
211.08
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Independent Monitor’s Mock Bids for
Gulf 2009 RFP

Project “Key Largo™
Santa Rosa County, Fla

Configuration: CC
95deg Capability: 300 MW
40deg Capability: 300 MW

Heat Rate:
95deg

200 MW 8500 Btw/Kwh
250 MW 7800 Btu/Kwh
300 MW 7500 Btw/Kwh

Heat Rate:
40deg

200 MW 8500 Btw/Kwh
250 MW 7800 Btu/Kwh
300 MW 7500 Btu/Kwh

Capacity Payment: $70.00 level
Fixed O&M: None
VOM: $2.00 (2009 esc @2.5%)

Start-up

Fuel-based: $6,000/ 5,000 /4,000 (cold/warm/hot)
Basis: $10.00/mmBTU nat gas

O&M start: $15.000 (2009 esc 2.5%)
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Project “Marathon™
Mitchell County, Georgia

Configuration: 2x 100 MW CT
93deg Capability: 200 MW
40deg Capability: 210 MW

Heat Rate:
95deg

80MW 10500 Btu/Kwh
100 MW 10000 Btw/Kwh

Heat Rate:
40deg

80 MW 10500 Btw/Kwh
105 MW 10000 Btw/Kwh

Capacity Payment: $65.00 (2009 escalating 3%)
Fixed O&M: None
VOM: $4.00 (2009 esc @2.5%)

Start-up

Fuel-based: $1,000/ 1,000 /1,000 (cold/warm/hot)
Basis: $9.00/mmBTU nat gas

Q&M start:  $3.000 (2009 esc 2.5%)
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Project “Key West”
Autauga County. Alabama

Configuration: CC
95deg Capability: 400 MW
40deg Capability: 400 MW

Heat Rate:
95deg

240 MW 8500 Btw/Kwh
350 MW 7500 Btu/Kwh
400 MW 7200 Btw/Kwh

Heat Rate:
40deg

240 MW 8500 Btw/Kwh
350 MW 7500 Btu/Kwh
400 MW 7200 Btu/Kwh

Capacity Payment: $68.00 (2009 escalating 3%)
Fixed O&M: None
VOM: $3.00 (2009 esc @2.5%)

Start-up

Fuel-based: $8,000/ 7,000 /6,000 (cold/warm/hot)
Basis: $8.75/mmBTU nat gas

O&M start:  $20,000 (2009 esc 2.5%)
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Request for Proposals
Generating Capacity

Gulf Power Company (Gulf) is soliciting proposals for firm capacity and energy with
commencement of deliveries beginning June 1, 2009.

Gulf plans to issue a Request for Proposal (RFP) to acquire new supply-side resources beginning
June 1, 2009. Gulf is utilizing an Independent Monitor (IM) to conduct all communications in
connection with this solicitation. Accion Group has been retained as the IM and all
communications concerning this solicitation should be directed to Accion. The initial draft
documents, including the RFP and Form Purchase Power Agreements (PPAs) will be posted on
the IM website on or about December 22, 2005. Parties interested in commenting on the draft
documents and submitting proposals in response to this request may obtain further information
and register to participate by visiting the IM website at www.gulfim.com.

Gulf is seeking a five (5) year contract or contracts for a total of 400 MW to 500 MW of capacity
to meet its currently projected 2009 electric supply needs. Potential respondents should note that
Gulf is projecting a need for peaking capacity, but non-peaking proposals may be submitted for
consideration.

An RFP Discussion Session will be held January 11, 2006 in Tallahassee, FI. to discuss the
requirements of the RFP. The planned release date of the final RFP Documents (through posting
of the RFP Documents on the IM website) is January 20, 2006. A post RFP Issuance meeting
will be held January 31, 2006 in Tallahassee, F1. to discuss data requirements and to assist
potential respondents in understanding the RFP submittal process. Participants may attend either
meeting in person or by teleconference. A tentative schedule of milestones and dates will be
provided on the IM website on December 22, 2005.

Gulf reserves the right to reject all proposals and to modify, defer or cancel this RFP.
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December 27, 2005

Gulf Power seeks proposals to meet power supply for 2009

Guif Power Company s seeking power supply proposals for a five-year contract from
qualified respondents to meet requirements for electric generating capacity beginning June 1,
2009.

A Request for Proposals (RFP) will be issued on January 20, 2006 for approximately
400 to 500 megawatts of electricity. Proposals must be submitted by March 21, 2006.
Interested parties can obtain necessary information and are required to pre-qualify by

accessing the web site of an independent monitor — Accion Group — at www.gulfim.com . All

communications must be conducted through the independent monitor. Therefore, potential
respondents are prohibited from contacting Gulf Power directly.

Gulf Power is a subsidiary of Southern Company, one of the nation’s largest generators
of electricity. The company is an investor-owned, tax-paying utility, serving almost 400,000
customers in 71 towns and communities in Northwest Florida. Gulf Power’s rates are almost 10

percent below the national average, and are the lowest of the investor-owned utilities in Florida.



Gulf Power Company’s Request for Proposals (RFP) Process

Gulf Power Company (Gulf) will utilize a RFP process as detailed below to select the most
competitive capacity supplier to meet its future load requirements. Gulf is seeking 5 year
proposals to supply 400 MW to 500 MW beginning in 2009. Gulf is developing a time
schedule that will allow it to identify a short list of successful respondents and begin
contract negotiations by June 1, 2006.

(a) Definitions of terms used in the RFP Process:
1. “Commission” or “FPSC” means the Florida Public Service Commission.

2. “Independent Monitor” or “IM” means the entity selected by Gulf to monitor its RFP
Process as described herein.

3. “Power Purchase Agreement” or “PPA” means a negotiated contract between Gulf
and one of the finalist respondents to the RFP.

4, “RFP” means the notice of a Request For Proposals distributed to the marketplace by
the IM under the RFP process identifying the needed resources and the time for
providing those resources as set out in the RFP, or any amendment thereto.

5. “RFP Document” shall mean the collection of materials (including Form PPAs)
distributed to interested respondents and pursuant to which the proposals shall be
submitted and evaluated during the RFP Process.

6. “RFP Process” means the preparation and issuance of a Gulf RFP and all the
activities subsequently associated therewith that are expected to terminate in the
execution of a PPA between Gulf and one or more successful respondents, and in
which an IM is utilized pursuant to and performs the functions described in this
Proposed RFP/IM Structure.

(b) Proposed RFP Process for Resources to Supply Gulf’s 2009 Capacity Requirements

1. Except for changes required to incorporate the following provisions providing for
utilization of an Independent Monitor, the RFP Process will be conducted consistent
with the provisions of Commission Rule 25-22.082, F.A.C., Selection of Generating
Capacity.

2. Gulf will contract with an IM to oversee and participate in the communication with
potential respondents and actual respondents in the selection of generating resources
to supply Gulf's 2009 capacity requirements. The contract with the IM will clearly
define the communications protocols consistent with this RFP Process document.
Overall, the IM will ensure that the RFP communications process is fair and
transparent and does not favor any respondent over another. The IM will retain



records of all communications and be available to the Commission during the
Commission's approval process for the resources selected by Gulf.

Prior to the receipt of proposals, Gulf will also provide to the IM a comprehensive
evaluation framework including evaluation models, data, and mock evaluations to
further enhance the transparency of its process and to be available to the Commission
during the Commission’s approval process.

(c) Role and Selection of an Independent Monitor.

1.

The IM will be retained by Gulf under a contract that is consistent with the RFP
Process. The role and function of the IM in the RFP Process shall be as set forth
herein.

No respondent or potential respondent shall have any communication with the IM or
Gulf pertaining to the RFP, the RFP documents, the RFP process, the evaluation or
the evaluation process or any related subjects except as those communications are
specifically allowed by this proposed RFP/IM structure, or as are made publicly
through the IM’s website. However, the IM or Gulf may determine that Gulf and the
IM should jointly communicate with one or more respondents after the receipt of
proposals to facilitate the evaluation process. The IM shall keep a record of all
communications with potential respondents and actual respondents.

The IM will work independently, but will make available any reports as required by
the Commission. In carrying out its duties, the IM will work in coordination with the
Commission and Gulf with regard to the RFP Process.

If the IM becomes aware of a violation of any requirements of the RFP Process, the
IM shall immediately report that violation, together with any recommended remedy,
to Gulf and the Commission.

Gulf will collect an Evaluation Fee of $10,000 per proposal to defray Gulf’s costs of
evaluating the proposals. An IM Fee of $5,000 per proposal will also be collected to
defray Gulf’s costs of securing the services of the IM. In addition, the successful
respondent(s) will reimburse Gulf for the actual total cost of the IM less total IM Fees
collected if insufficient funds are collected through the IM Fee to cover the IM
services. The outstanding amount will be assessed on a per megawatt basis and
collected promptly after the Commission approval of the PPA(s). Invoices for
services rendered by the IM will be sent directly to Gulf for payment, which will be
made directly to the IM.

(d) Affiliate Communications.

1.

Any affiliate of Gulf that intends to submit a proposal in response to the RFP, shall
identify its employees as well as any other persons acting for that affiliate or on its



behalf in support of the development and submission of such proposal, and such
employees and other persons shall be known collectively as a “Proposal Team”.

. The representatives of Gulf that will be designing and implementing the RFP and
evaluating the proposals submitted in response to the RFP, as well as any other
persons acting for or on behalf of Gulf regarding any aspect of the RFP Process, shall
be known collectively as the “Evaluation Team.”

. Any Proposal Team shall be separately identified and physically segregated from the
Evaluation Team for purposes of all activities that are part of the RFP Process. The
names and complete titles of each member of a Proposal Team and the Evaluation
Team shall be filed with the IM and made publicly available on the IM Website.
Subsequent additions to a Proposal Team and Evaluation Team shall be filed with the
IM and disclosed in the same fashion.

. There shall be no communications, either directly or indirectly, between a Proposal
Team and the Evaluation Team regarding any aspect of the RFP Process, except (i)
necessary communications as may be made through the IM as described further
herein, and (ii) negotiations between a Proposal Team and the Evaluation Team for a
final PPA in the event and then only after the Proposal Team has been selected by
Gulf as the respondent with a successful proposal. The Evaluation Team will have no
direct or indirect contact or communications with any respondent other than through
the IM as described further herein, until such time as a successful proposal is selected
by Gulf and negotiations for a final PPA have begun.

. At no time shall any information regarding the RFP Process be shared with any
respondent, including the Proposal Team, unless the identical information is shared
with all respondents in the same manner and at the same time. Should any respondent,
including a Proposal Team, attempt to contact a member of the Evaluation Team
directly, such respondent shall be directed to the IM for all information and such
communication shall be reported to the IM by the Evaluation Team member.

. Each member of a Proposal Team shall execute an acknowledgement that he or she
agrees to abide by the restrictions and conditions contained in paragraphs 3 through 5
above. At the PPA Execution Date, each member of the Proposal Team shall execute
an acknowledgement that he or she has met the restrictions and conditions contained
in paragraphs 3 through 5 above. These acknowledgements shall be filed with the IM
by the Proposal Team within 10 days of their execution.

. Each Evaluation Team member shall execute an acknowledgement that he or she
agrees to abide by the conditions contained in paragraphs 3 through 5 above and, at
the PPA Execution Date, shall execute an acknowledgement that he or she has met
the restrictions and conditions contained in paragraphs 3 through 5 above. These
acknowledgements shall be filed with the IM by the Evaluation Team within 10 days
of their execution.



(e) RFP Structure and Process.
1. Design of the RFP.

1 Gulf will be responsible for preparing the RFP Document,
including RFP procedures, evaluation factors, credit and security obligations, Pro
Forma Power Purchase Agreements (“Form PPAs™), and a solicitation schedule.

ii. Gulf will utilize the following steps and procedures:
(1) timely public notices of the issuance of the RFP,
(2) filing a copy of the RFP with the Commission,

(3) meeting with potential participants prior to issuance of the
RFP to discuss potential requirements of the RFP, and

(4) meeting with potential participants within two weeks after
issuance of the RFP,

iil. Gulf is not proposing a new Gulf-owned generating unit to meet
this capacity need. As a result, there will be no data regarding a self-build option
included in the RFP documents.

2. Issuance of RFP and Respondent Communications.

i Gulf shall issue the RFP by submitting the RFP and RFP
Documents to the IM for posting on the IM website. At any time after the RFP is
issued, through the time the successful proposal is selected by Gulf, the schedule
for the solicitation may be modified by Gulf. Any such schedule modifications
shall be communicated by the IM and posted on the IM website.

ii. The only respondent communications permitted prior to
submission of proposals shall be conducted through the IM or jointly with the IM.
Respondent questions and Gulf responses shall be posted on the IM website. To
the extent such questions and responses contain competitively sensitive
information for a particular respondent, this information may be redacted or
restricted to view only by the respondent, as the IM may determine.

iii, Gulf may not communicate directly with any respondent regarding
the RFP Process, the content of the RFP and RFP Document, or the substance of
any potential response by a respondent to the RFP.

iv. Respondents shall submit proposals pursuant to the solicitation
schedule contained in the RFP and RFP Document. Gulf and the IM shall have
access to all proposals and all supporting documentation submitted by
respondents in the course of the RFP Process.



V. Gulf may request further information from any respondent
regarding its proposal. Any communications between Gulf and a respondent
during the evaluation process shall be conducted through the IM. Gulf shall be
informed of the content of any communications between the IM and a respondent.

vi. Gulf shall cause native load growth reservations to be made on the
Southern Company OASIS for all proposals that are not otherwise capable of
using an existing native load growth reservation for evaluation purposes.

vil. The IM and Gulf shall maintain a record of all communications
between the IM and Gulf and respondents throughout the RFP process.

3. Evaluation of Responses to RFP.

i. Gulf’s evaluation of the proposals received using the RFP Process
will be based on its traditional methods of analysis. Gulf will conduct its
evaluation in an appropriate manner, consistent with the principles and procedures
contained in this RFP and Commission Rule 25-22.082, F.A.C., Selection of
Generating Capacity.

ii. Prior to the receipt of proposals, Gulf shall submit to the IM its
evaluation methodologies, evaluation models, database, and mock evaluations
which will demonstrate the evaluation methodology. Gulf will conduct the actual
evaluation in a manner consistent with the above described evaluation framework.
The IM and Gulf shall maintain a record of such evaluation framework.

iil. Communications will be conducted on a confidential basis between
the IM and individual respondents, and may include one or more face-to-face
meetings between the IM, Gulf and a respondent to discuss the respondent’s
proposal. In particular, Gulf expects that such face-to-face meetings will be
necessary with the most competitive respondents prior to selection of finalist list
participants.

iv. The RFP Process shall be a single round of proposals.
Respondents shall not be allowed to revise their proposals after submittal of the
proposals to the IM. However, clarification of proposal components and
correction of genuine errors will be allowed through communication with
respondents through the IM.

V. The IM and Gulf shall establish proposal evaluation milestones at which
Gulf will provide to the IM summary documents which document the state of the
proposal evaluation. Such milestones may include preliminary proposal summaries,
preliminary or interim proposal rankings, respondent screen reports, proposal rankings
used to reduce the number of active proposals to a more competitive tier, finalist list
rankings, and final proposal evaluations including supporting workpapers and
documentation. The IM shall maintain such records and make them available to the

Commission during the Commission’s approval process.



4, Commission Approval of Resource(s).

1. Based on the pro-forma PPA included in the RFP Document, Gulf
will negotiate a final PPA with the respondent for each resource it has selected.
Any such PPA shall be expressly conditioned on the approval of the Commission.

ii. The IM shall be available to participate in the Commission’s
approval proceeding and testify regarding their role and responsibilities as the IM
as defined herein.
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Gulf Power Company
2009
REQUEST FOR PROPOSALS

January 20, 2006

Introduction

Gulf Power Company (“Gulf” or “Company”) issues this Request For Proposals (“RFP”)
to acquire new supply-side resources beginning June 1, 2009. This RFP is governed by
Gulf's RFP Process Document (“Process Document™) that is shown as Attachment J.
Respondents should note that Gulf is utilizing an Independent Monitor (“IM”), Accion
Group, as the point of contact with respondents in this solicitation. All questions or
comments should be submitted to the IM. All respondents should familiarize themselves
with the Process Document, a copy of which is also located on the IM’s website at
www.gulfim.com.

Southern Power Company (“Southern Power”), an affiliate of Gulf, may submit
proposals in response to this solicitation. Gulf is complying with the provisions in the
Process Document that contain measures to segregate the Company’s Evaluation Team
and Southern Power’s Proposal Team. Gulf has implemented specific controls to ensure
that Evaluation Team and Proposal Team RFP-related information is confined to the
appropriate Team.  Additionally, prior to receipt of proposals, the Company is
implementing process steps to ensure that all proposals from affiliates and non-affiliates
are evaluated using a common methodology and applied in a manner that ensures that the
affiliate receives no advantages in the evaluation.

The current projection of Gulf’s needs is in the range of four to five hundred megawatts
(400 - 500 MW). Guif’s 2005 Ten Year Site Plan that is on file at the Florida Public
Service Commission (“FPSC”), and included in the Documents section of the
www.gulfim.com website, contains more details related to Gulf’s need, which is
primarily peaking in nature. Respondent proposals that include turnkey facilities will not
be accepted. Attachment H is a redacted template for information that Gulf believes may
be helpful in submitting a proposal. The information includes current need projections
and capacity factor projections for gas-fired resources at various heat rates. Respondents
are encouraged to obtain a copy of this trade secret information by completing the
confidentiality agreement in Attachment I, and submitting it to the IM. The trade secret
information will be available by January 31, 2006. This IRP projection does not
foreclose respondents from submitting proposals for any type of resource (base load,
intermediate, or peaking) utilizing any type of energy source including but not limited to
coal, nuclear, oil, natural gas, biomass, wind, solar, and hydro. Qualifying Facilities
(“QFs™) less than ten megawatts (10 MW) need to seek guidance on participation in this
RFP in accordance with the QF section herein.
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Product Definition

For purposes of this RFP, Gulf is interested in “summer only” and “year round”
proposals for a five (5) year term from a dedicated (first-call) generating resource (the
“Facility™). Unless a proposal specifies otherwise, for proposals offering multiple units
in a single proposal, seller should indicate whether each unit may be selected separately
by Gulf at the $/kW capacity price and with the other pricing components included in the
entire proposal. If a respondent desires to not offer such unit combinations, the
respondent should clearly state so in the proposal. If the respondent desires to offer a
different pricing structure for such unit combinations, the respondent must specifically
jdenti© e wwi-feoin jts proposal.

Oniy the following three (3) products are acceptable:

1. Designated Capacity (as defined in the PPA) and energy from a one hundred
percent (100%) entitlement to the full output capability of one or more dedicated
generating units;

7 A defined percentage entitlement (less than one hundred percent (100%)) to the

" one or more dedicated generating units and the associated
percentage lyesignaiy «apacity (as defined in the PPA) provided that the remaining
output capability and the associated percentage Designated Capacity (as defined in
the PPA) is fully committed to another party prior to the submission of respondent’s
proposal. For example, if a respondent’s proposal offers three hundred megawatts
(300 MW) from a five hundred megawatt (500 MW) facility, Gulf will accept the
offer (sixty percent (60%)), provided that the remaining two hundred megawatts
(200 MW) is fully committed to another party prior to the submission of the
respondent’s proposal into this solicitation; or

3. A defined percentage entitlement (less than one hundred percent (100%)) to the
full output capability of one or more dedicated generating units and the associated
percentage Designated Capacity (as defined in the PPA) provided that such defined
percentage entitlement meets Gulf’s four to five hundred megawatt (400 - 500 MW)
need. For example, if a respondent’s proposal offers an eight hundred megawatt
(800 MW) unit into Gulf’s solicitation of four to five hundred megawatts (400 - 500
MW), Gulf will only accept fifty to sixty two and one half percent (50% - 62.5%) of
the unit such that Gulf’s need of four to five hundred megawatts (400 — 500 MW) is
met.

Delivery of Energy

Capacity offered will have the most value if fully dispatchable and available for first-call
twenty-four (24) hours per day and seven (7) days per week for the contracted period.
Additionally, all Product 1 proposals sourcing from Facilities other than peaking units,
base-loaded (must-run) units, or energy limited units must be capable of operating on
Automatic Generation Control (“AGC”) unless the Facility is not and cannot be made
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capable of AGC due to pre-existing contractual obligations in the event the seller
purchases the unit output from a third party. Seller shall be responsible for all costs to
make the unit respond to Gulf’'s AGC signals. Gulf shall have the right, but not the
obligation, to dispatch the Facility in the AGC mode. Seller’s pricing should contemplate
such operation.

Delivery of energy to meet Gulf schedules must be from the Facility identified in a
respondent’s proposal in response to this RFP unless the Facility is physically unable to
produce such energy. Gulf acknowledges that prior commitments for an existing Facility
beyond June 1, 2009 may prevent a respondent from offering such Facilities under this
RFP. In the interest of encouraging offers of such Facilities under this RFP, if due to the
aforementioned reason a respondent’s proposed primary Facility will not be available
June 1, 2009, another interim resource may be proposed to fill the capacity need until
such Facility is available, provided that the interim resource is clearly identified and
committed; provided, further, Guif will only allow interim resources with a megawatt
capacity that is within the range of ten percent (10%) less to five percent (5%) more than
the megawatt capacity of the primary Facility; provided, further, the period of time a
respondent uses an interim resource to fulfill such capacity need may not exceed three (3)
years for a five (5) year PPA term. In the case of a multiple resource proposal, there must
be no change proposed in the amount of capacity offered over the term of the PPA
beyond that described above, and all requirements of this RFP shall apply equally to both
the primary and interim resources. Also, appropriate adjustments to the Attachment F
Form PPAs will be made (e.g., the date when permits must be obtained for the primary

Facility).

Proposal Evaluation

Proposals submitted pursuant to this RFP (including any submitted by Gulf’s aftiliates)
will be considered and evaluated together. Such evaluation will include a review of
transmission and ancillary service requirements, as appropriate, to determine the total
cost impacts. In the event that the proposals received by Gulf pursuant to this RFP do not
offer favorable pricing, then Gulf may withdraw this RFP. Should Gulf determine that
other options are more favorable than the best proposals received as a result of this
solicitation, Gulf will pursue approval of such options with the FPSC to meet its capacity
and energy needs identified in this RFP.

At the conclusion of the evaluation, respondents identified as finalists will be contacted
for negotiations that may lead to the execution of a PPA. Please note that Gulf may
revise its capacity need forecast to reduce, eliminate, or increase the amount of power
sought, or change the schedule for this RFP, at any point during the RFP process or
negotiations.  Further, this RFP and the documents are subject to modification or
withdrawal at any time in the sole discretion of Gulf.

Firmness of Proposed Resources

To be considered responsive, all proposals, including interim resources, must
demonstrate an appropriate level of firmness. Respondents are required to provide the
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proposed capacity and energy to Gulf from specific, dedicated generating unit(s) on an
unencumbered first-call basis and priority.

In the event a respondent intends to supply the capacity offered in its proposal through
purchase(s) from a third party (whether an affiliate or non-affiliate), such proposal must
demonstrate that the generation source for the respondent’s purchase(s) will provide Gulf
with the same unencumbered first-call firmness discussed above as if the respondent
owned such generating resources. In addition, appropriate provisions will be added to the
Attachment F Form PPAs to ensure adequate protection of Gulf.

Respondents’ Evaluation Fees

Gulf will collect an Evaluation Fee of $10,000 per proposal to help defray Gulf’s costs of
evaluating the proposals. An IM Fee of $5,000 per proposal will also be collected to
defray Gulf’s costs of securing the services of the IM. In addition, the successful
respondent(s) will reimburse Gulf for the actual total cost of the IM less total IM Fees
collected if insufficient funds are collected through the IM fee to cover the IM services.
The outstanding amount will be capped at two hundred fifty thousand dollars ($250,000)
and shall be assessed on a per megawatt basis and collected promptly after the
Commission approval of the PPAs. Invoices for services rendered by the IM will be sent
directly to Gulf for payment, which will be made directly to the IM.

Respondents may submit multiple proposals in response to this RFP. Proposals for the
same site and the same generation technology and size that are offered with options in the
fuel plan and/or fixed cost components will be considered a single proposal. In addition,
proposals for the same site containing options in the number of generating units offered
or portions thereof will be considered a single proposal if the generation technology is the
same and the operational parameters and variable pricing are the same in all proposals.
In the event a respondent submits separate proposals that vary certain critical parameters,
including but not limited to the site, output, electrical characteristics, and technology
(e.g:, CT, CC, cogeneration, primary fuel), such respondent will be required to pay the
Evaluation Fee and IM fee for each such proposal. .

Gulf’s Reservation of Rights and Disclaimer

Gulf reserves the right, without qualification and in its sole discretion, to reject as non-
responsive any proposals received for failure to meet any requirement of this RFP in any
material respect. Gulf also reserves the right to request that the IM contact any
respondent for additional information.  Gulf further reserves the right without
qualification and in its sole discretion to decline to enter into a PPA with any respondent
for any reason. By way of example and not by limitation, the following shall constitute
non-responsive proposals: a proposal offering non-firm capacity, a demand-side
proposal, an incomplete or non-specific proposal or a proposal that fails to materially
comply with the provisions of a Form PPA attached hereto in Attachment F. The
Evaluation Fee and IM Fee associated with a non-responsive proposal will not be
refunded to the respondent.

Respondents submitting proposals do so without recourse against the IM, Gulf, their
parent company, any of their affiliates or subsidiaries, or any director, officer, employee,
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agent or representative of any of them, for any modification or withdrawal of this RFP,
rejection of any proposal, failure to execute a PPA, or for any other reason. The
Evaluation Fee and IM Fee submitted by any respondent will not be refunded (unless
otherwise determined in the sole discretion of Gulf) in the case of any modification or
withdrawal of this RFP, rejection of any proposal, or failure to execute a PPA.

Tentative Solicitation Schedule

EVENT DATE
Final RFP Issued January 20, 2006
Proposals Due March 21, 2006
Finalist List Determination June 1, 2006
Execute PPA August 1, 2006

Effectiveness of Proposals

Fach proposal must remain open for acceptance by Gulf from the date of submittal
through September 4, 2006, unless released by Gulf. Once a proposal has been submitted
to Gulf, such proposal may not be withdrawn.

Submission of Proposals

Each respondent must submit a signed original and seven (7) hard copies of each of its
proposal(s), including the RFP Proposal Form (Attachments A and B), its response to the
Respondent Questionnaire (Attachment C), and its proposed changes to Attachment F,
which should include a mark-up of the Form PPA and a summary of such changes, if any,
all in three and a half inch, three-ring binders with transparent pockets on the front cover
and the spine, and two (2) electronic copies of each of its proposal(s) on a compact disc,
and its Evaluation Fee and IM Fee (a check made payable to Southern Company
Services, Inc.) to:

2009 Gulf RFP Team
Accion Group, Inc.

[NOTE TO RESPONDENTS: the submittal address will be
provided prior to release of this RFP.]
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Proposals must be received by no later than 4:00 PM Eastern Time on March 21, 2006.
In the event of a discrepancy between the electronic form and the hardcopy form of the
proposals submitted, the hardcopy form will be considered to be correct.

Communications
PRIOR TO SUBMISSION OF PROPOSALS

PURSUANT TO THE PROVISIONS OF THE PROCESS DOCUMENT, WHICH IS
POSTED ON THE IM’S WEBSITE AT www.gulfim.com AND INCLUDED
HEREIN AS ATTACHMENT J; RESPONDENTS MUST NOT CONTACT ANY
REPRESENTATIVE OF GULF REGARDING THIS RFP. ALL QUESTIONS OR
RECOMMENDATIONS CONCERNING THIS RFP, THE PROPOSALS, OR
PROPOSAL EVALUATIONS MUST BE SUBMITTED IN WRITING ONLY TO
THE IM BY POSTING ON THE IM’S WEBSITE AT www.gulfim.com. THE
RESPONDENTS’ QUESTIONS AND THE IM’S RESPONSES SHALL BE
POSTED ON THE IM’S WEBSITE. THE IM OR ANY REPRESENTATIVE OF
GULF IS NOT PERMITTED TO HAVE ANY PRIVATE COMMUNICATION
WITH ANY RESPONDENT.

FOLLOWING THE SUBMISSION OF PROPOSALS

PRIOR TO THE SELECTION OF THE SUCCESSFUL PROPOSAL(S), ALL
COMMUNICATIONS WITH RESPONDENTS SHALL BE CONDUCTED
THROUGH THE IM IN A MANNER CONSISTENT WITH THE RFP PROCESS
DOCUMENT AND SHALL BE CONFIDENTIAL.

IN THE CASE OF DEFICIENCY NOTED UPON INITIAL SCREENING OF ANY
PROPOSAL, THE IM WILL NOTIFY THE RESPECTIVE RESPONDENT OF
ANY CURE PERIOD THAT WILL BE GRANTED TO SUCH RESPONDENT
WITHIN WHICH SUCH DEFICIENCY MUST BE CURED. DEFICIENT
PROPOSALS THAT ARE NOT GRANTED A CURE PERIOD WILL BE
REJECTED AS NON-RESPONSIVE AND THE FEES SUBMITTED WITH SUCH
PROPOSALS SHALL NOT BE RETURNED. THEREAFTER, THE COMPANY,
THROUGH THE IM, MAY REQUEST THAT CERTAIN RESPONDENTS
SUBMIT CORRECTIONS OF ANY ERRORS OR OMISSIONS CONTAINED IN
ANY PROPOSAL OR TO CLARIFY A PROPOSAL. FURTHER, THE
COMPANY, THROUGH THE IM, MAY REQUEST CERTAIN RESPONDENTS
TO REVISE THEIR PROPOSALS IN CERTAIN RESPECTS IN ORDER TO
OBTAIN THE BEST VALUE FOR GULF’S RATEPAYERS. SUCH REQUESTS
MAY OR MAY NOT AFFORD THE RESPONDENT A CORRESPONDING
OPPORTUNITY TO CHANGE ITS PRICE. IN ANY EVENT, THERE WILL BE
NO OPPORTUNITY AFFORDED TO RESPONDENTS TO REFRESH OR
REVISE THEIR INITIAL PROPOSALS ON THEIR OWN INITIATIVE.
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Instructions for Completing Forms

1.

All proposals must be received by March 21, 2006. All proposals must be in the
format set forth in the RFP Proposal Form (Attachments A and B), which must
be completed in its entirety. In addition, all respondents must submit a detailed
response to the Respondent Questionnaire (Attachment C) and any other
information that has not been requested but is necessary for a thorough
understanding and/or evaluation of the proposal. Any proposal that does not
contain all of the required information by March 21, 2006 will be subject to
rejection as non-responsive by Gulf. It is each respondent’s responsibility to
submit additional information related to its proposal if such information will
materially improve the value of its proposal or Gulf’s understanding thereof.

Each proposal must be signed by an officer (i.e., president, vice president, etc.) of
the respondent’s company.

Each proposal must include the Attachment F Form PPA that most closely
applies to such proposal with (i) all blank spaces completely filled in except those
that are to be completed by Gulf, (ii) any and all proposed changes to the Form
PPA shown with specificity in a mark-up and accompanied by a summary of
such changes, including the specific identification of any changes to the PPA
being requested by a third party if the respondent is subject to a third party
agreement, and (iii) a statement by the respondent that the terms and conditions
of the applicable Form PPA as proposed by the respondent are acceptable to the
respondent. Gulf has developed, and included in Attachment F, two (2) different
Form PPAs, with consistent provisions, for five (5) year CT and CC proposals.
These Form PPAs are also based on a number of assumptions that may or may
not apply to a respondent’s proposal(s). Examples of such assumptions are: the
proposed project is a new build, it is located within the Southern Control Area,
there i1s no interim resource proposed, fuel tolling is proposed, and the seller is
not itself a creditworthy entity.

THIS SOLICITATION HAS DEEN DESIGNED TO SEEK A
STANDARDIZED CAPACITY PRODUCT UTILIZING FORM PPAS WHICH
SPECIFY THE TERMS AND CONDITIONS TO BE APPLIED. THE
CONCEPTS AND MATERIAL PROVISIONS OF THE ATTACHMENT F
FORM PPAS ARE NON-NEGOTIABLE EXCEPT AS PROVIDED IN THIS
PARAGRAPH. RESPONDENTS® PROPOSALS MUST CONFORM TO THE
FORM PPAS IN ALL MATERIAL RESPECTS EXCEPT WHERE THE FORM
PPA  ASSUMPTIONS DO NOT CONFORM TO THE SPECIFIC
CHARACTERISTICS OF A PROPOSAL. FOR EXAMPLE, IF A
RESPONDENT’S PROPOSAL CONFORMS WITH THE REQUIREMENTS
OF THE RFP AND OFFERS AN EXISTING CT FACILITY TO BEGIN
DELIVERY IN JUNE, 2010 WITH AN INTERIM RESOURCE TO FILL THE
GAP FROM JUNE 2009 TO MAY 2010, THEN THE RESPONDENT MAY
PROPOSE CHANGES TO THE APPLICABLE FORM PPA TO THE EXTENT
NEEDED, AND ONLY TO THE EXTENT NEEDED, TO CONFORM A
FORM PPA’S PROVISIONS TO (I) AN EXISTING FACILITY AS OPPOSED
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TO A NEW BUILD, AND (II) ADD AN INTERIM RESOURCE TO FILL THE
GAP BETWEEN JUNE, 2009 AND MAY, 2010. GULF WILL CONSIDER
THE RESPONDENT’S PROPOSED CHANGES AS PART OF THE
EVALUATION OF THE PROPOSAL. GULF MAY PROPOSE ITS OWN
CHANGES TO CONFORM THE FORM PPA TO THE RESPONDENT’S
PROPOSAL AND MAY DISCUSS PROPOSED CHANGES WITH THE
RESPONDENT BEFORE MAKING A DECISION ON THE RESPONDENT’S
PROPOSAL. OF COURSE, DEPENDING ON THE TYPE OF PROPOSAL
THAT A RESPONDENT IS OFFERING, MORE EXTENSIVE CHANGES TO
A FORM PPA MAY BE NEEDED. FOR EXAMPLE, THE FORM PPA
REFLECTS CHANGE OF LAW PROVISIONS ACCEPTABLE TO GULF
BASED ON SUCH RISKS FOR NEW GAS-FIRED GENERATING
FACILITIES ONLY. HOWEVER, GULF WILL NOT CHANGE OR
NEGOTIATE ANY CHANGES TO THE CONCEPTS EMBODIED IN THE
FORM PPA PROVISIONS WHERE SUCH CONCEPTS CAN BE APPLIED
OR MOLDED TO A RESPONDENT’S PROPOSAL. IN ACCORDANCE
WITH THIS PARAGRAPH, IF THE PROPOSAL IS CONDITIONED ON
ANY CHANGES TO THE APPLICABLE FORM PPA, THEN THE
RESPONDENT MUST EXPRESSLY SO STATE AND MUST PROVIDE THE
SPECIFIC LANGUAGE CHANGES THAT THE RESPONDENT PROPOSES
TO THE APPLICABLE FORM PPA BY BLACK-LINING THE COPY OF
THE FORM PPA ATTACHED TO THE PROPOSAL SUCH THAT IT SHOWS
THE SPECIFIC ADDITIONS (BOLD AND UNDERLINED) AND
DELETIONS (STRIKE-THROUGH) THAT THE RESPONDENT PROPOSES.

. The maximum yearly escalation for the capacity payment (including fixed O&M,

if applicable) in any year will be limited to the greater of the projections shown in
Attachment A of Consumer Price Index (“CPI”) plus one percent (1%) or Gross
Domestic Product Implicit Price Deflator (“GDPIPD”) plus one percent (1%).
The cumulative escalation over the life of the PPA will be limited to a maximum
of the greater of Projected CPI or Projected GDPIPD. The minimum yearly
escalation for the capacity payment will be limited to a minimum of zero percent
(0%). The cumulative escalation over the life of the PPA will be limited to a
minimum of zero percent (0%). A flat capacity payment (zero percent (0%)
escalation) will be allowed.  Note that the escalation of capacity payments for
the term of the PPA will be fixed at the projected index values in Attachment A
or the escalation rate provided by the bidder at the time of the bid and will not
vary based on subsequent changes in any index.

. If a respondent elects to have a fixed O&M payment separate from the capacity

payment, then this amount must be entered in the RFP Proposal Form,
Attachment A in the tab entitled “Generation Annual Monthly Info(A).” If the
separate fixed O&M payment is escalated at a fixed percentage or at the
Projected GDPIPD, Projected CPI or Projected Employment Cost Index Wages
& Salaries, it will be subject to the limitations stated in Section 4 above. If the
separate fixed O&M payment is escalated at the actual GDPIPD, actual CPI or
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10.

11.

actual Employment Cost Index Wages & Salaries, it will not be subject to the
limitations stated above.

For proposals with multiple modes of operation, bidders must specify the
guaranteed nominal capacity of each mode and quote a single capacity bid price
for the entire output of the Facility and insert those capacities and that price into
Attachment A. In the event during any contract year the capacities designated by
mode are different from their respective guaranteed nominal capabilities by
mode, an adjustment to the capacity payment will be made in a manner that
reflects the value of each mode to the Companies. Such adjustment is described
in Appendix A of the Form PPAs. In the event during any contract year the
capacities designated by mode match their respective guaranteed nominal
capabilities by mode, the capacity payment will match the single capacity bid
price.

All energy prices must be quoted as indicated in the RFP Proposal Form,
Attachments A and B, as dollars per megawatt-hour ($/MWh) and/or dollars per
hour ($/hr) (as applied to variable operation and maintenance (“V O&M™)) and
as heat rates (as applied to fuel cost), including a specific published index and all
adjustments, if applicable. V O&M must escalate at the actual CPI, actual
GDPIPD or actual Employment Cost Index Wages & Salaries, plus or minus an
adjustment factor not to exceed one percent.

All respondents must enter heat rate information, if applicable, consistent with
one of the three heat rate entry methods for each of their units in the RFP
Proposal Form, Attachment A in the tab entitled “Ratings (A).”

All proposals must be for a capacity equal to or greater than ten megawatts (10
MW).

Proposal prices must include all costs that the respondent expects Gulf to pay for
the capacity and energy proposed. Any attempt by a respondent to increase
prices after the proposal is submitted will be grounds for rejection of the proposal
as non-responsive. Gulf will not be responsible for any other costs associated
with the project, including but not limited to, station service, test energy, fuel for
testing, gas lateral construction, electrical interconnection and all costs (including
fuel) incurred necessary to accomplish synchronization.

Proposals must be in Microsoft Excel 2003 or later format.

Confidentiality

Gulf will take reasonable precautions and use reasonable efforts to protect any
proprietary and/or confidential information contained in a proposal provided that the
respondent clearly identifies such information as confidential on the page on which it
appears. Gulf may, however, be required to make such confidential information available
under applicable state and/or federal law to regulatory commission(s), their respective
staff or other governmental agencies having jurisdiction over this matter. For example,
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Gulf expects that the final report of the IM that is submitted to the FPSC will contain
certain confidential information. In addition, Gulf reserves the right to release such
information to agents or contractors of Gulf, for the purpose of evaluating the proposals,
or to regulated retail affiliates seeking similar supply-side resources, although such
agents, contractors or regulated retail affiliates will observe the same care with respect to
disclosure as Gulf. Gulf will notify the respondents when information is shared with
regulated retail affiliates. Under no circumstances will the IM, Gulf, their parent
company, affiliates, subsidiaries, and the officers, directors, employees, agents or
representatives of any of them be liable to any party for any damages resulting from any
disclosure of information provided in response to this RFP before, during or after the
solicitation process.

Availability; Alternate Delivery; Performance Security

Gulf will rely, in part, on the contracted power supplied by the selected proposal to
provide dependable and reliable electric service to meet the needs of its customers.
Accordingly, Gulf will require stringent protection for the Company and its customers
against failures by the respondent to deliver contracted capacity and energy in accordance
with the PPA.

Any PPA Gulf enters into will contain provisions that require the respondent to forfeit a
portion of the capacity payment for Facility availability (calculated on a seasonal basis)
below the agreed-upon guaranteed level. In addition, availability during any seasonal
period that is below sixty percent (60%) will result in a one hundred percent (100%)
forfeiture of the capacity payment for that season, and will also subject the seller to a
PPA default if the availability remains below sixty percent (60%) for a period of time as
specified in the PPA.

In the event that the Facility is physically unable to meet the Gulf’s schedules, and in
order to avoid a commensurate reduction in the calculated availability of the Facility, the
Form PPAs attached hereto contain provisions that give the successful respondent(s) the
option to elect a financial settlement procedure for up to two (2) weeks followed by a
physical alternate delivery option for the duration of a Facility outage. (See the
Attachment FF PPA forms, Section 5.1.4, for details of these alternate delivery and
scttlement rights).

Any Attachment F PPA that Gulf enters into must provide reasonable assurance that the
Company will be able to readily recover its actual damages in the event of any default by
the seller under a PPA. The PPA will require that the seller either (a) have a credit rating
at least one notch above the ratings specified in the PPA definition of “Creditworthy” and
have a Net Worth (as defined in the PPA) of at least five hundred million dollars
($500,000,000.00), (b) supply a guaranty from an entity with a credit rating at least one
notch above the ratings specified in the PPA definition of “Creditworthy” and with a Net
Worth of at least five hundred million dollars ($500,000,000.00) in a form acceptable to
Gulf and, if the guaranty is capped, in the minimum amount required by the PPA, (¢)
where the creditworthiness and/or Net Worth requirements of subsections (a) or (b) are
not satisfied, provide an evaluation of the seller’s (or its guarantor’s) creditworthiness
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and financial stability from an independent third party that is acceptable to Gulf which
evaluation demonstrates, in the sole judgment of Gulf, that the seller (or its guarantor) has
characteristics strongly suggestive of a credit rating above the lowest investment grade
level, or (d) demonstrate that it can provide other collateral (e.g., cash or a letter of credit)
acceptable to Gulf in such form and in the minimum amount required by the PPA.
Where a seller is relying upon subsection (a) above and such seller is “Creditworthy”
under the PPA definition but is rated only at the lowest investment grade levels by one or
more rating agencies, then such seller will be required to provide security collateral in an
amount of fifty percent (50%) of the amount specified in Section 7.1 of the PPA and in
the form of cash, a letter of credit or a guaranty that meets the requirements of subsection
(b) above. Where a seller is relying upon subsection (b) above and such seller’s
guarantor is “Creditworthy” under the PPA definition but is rated only at the lowest
investment grade levels by one or more rating agencies, then fifty percent (50%) of the
amount specified in Section 7.1 of the PPA must be in the form of cash or a letter of
credit, with the remaining fifty percent (50%) provided through the guaranty from such
guarantor. In the event that seller or its guarantor, as applicable, experiences a Material
Adverse Change (as defined in the PPAs) following the execution of the PPA, seller will
be required to provide replacement Eligible Collateral (as defined in the PPAs). With
respect to any default by a seller during the development of a selected project, the PPA
will provide for a liquidated damages remedy for Gulf. The Attachment F PPA forms
(see Articles 7 and 17) provide details concerning these security requirements and
remedy provisions based on the assumption that the seller itself is not “Creditworthy”
under the PPA definition. For all technology proposals other than natural gas-fired (or
dual gas and oil fired) CT facilities, the security requirements applicable to CC facilities
will be applied.

Respondent’s Qualification Screen and Project Development Requirements

In addition to the requirements set forth in the *“ Proposal Evaluation” section of this RFP
and Attachment C, if applicable, in the event a proposal to develop a new project is
identified by Gulf as one of the most competitive proposals, the respondent will be
required to submit within two (2) weeks of such selection a certification signed by an
officer of the respondent to the effect that the respondent has the ability to implement
such project, including a full description of all development activities completed or
pending including, without limitation, negotiations for partnership agreements,
equipment supplier agreements, financing, permitting, design work, etc. Gulf may
require respondents to provide copies of such development documentation as a condition
of further evaluation of their proposal(s). It will be the respondent’s sole responsibility to
obtain any financing associated with the project and any PPA entered into by Gulf shall
not be contingent upon the respondent obtaining such financing.

Interconnection and Transmission Requirements (Projects Located Inside the
Southern Control Area)

1. The costs and benefits of any network transmission system modifications to the
Southern Control Area transmission system associated with reliably incorporating
a proposal into the transmission grid will be considered in the evaluation.
Southern Company Services, Inc., acting as agent for Gulf, will conduct
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transmission impact studies, as appropriate, to determine an estimate of such costs
and benefits for inclusion in the proposal evaluation.

2. For the purpose of this RFP, each respondent should propose the discrete point of
electrical interconnection for its project, which would define the point where the
respondent’s ownership of all transmission interconnection facilities into the
transmission system terminates. In proposing the point of interconnection, the
respondent will own all generation and transmission interconnection facilities
from the respondent’s generating equipment to the proposed point of
interconnection.  All transmission facilities beyond the proposed point of
interconnection (into the network transmission grid) will be owned by the
transmission provider.

a. The proposed point of electrical interconnection should be consistent with
the expected point of electrical interconnection that would be established
if the respondent was currently applying for formal interconnection.

b. If the respondent’s Facility has an interconnection agreement in place or
has applied for a formal interconnection, the respondent should provide a
copy of the interconnection agreement or application and a summary of
the status (interconnection granted, pending, etc.) of such interconnection.

¢. Each respondent must supply a one-line diagram of the electrical system
depicting the Facility’s generator(s), generator step-up transformer(s),
collector bus(ses), high voltage circuit breaker(s) and connections to the
transmission system. In addition, each respondent must clearly mark the
proposed point of interconnection on such one-line diagram and clearly
indicate the line of demarcation between the Facility and the transmission
provider’s facilities.

d. Gulf (through the IM) may suggest a different interconnection point (with
respect to location and/or voltage) if this would result in more favorable
economic consideration of the proposal being evaluated.

e. A stability concern has been previously identified in the southwest
quadrant (SWQ) of the Southern system. This stability concern manifests
itself as a possible system split in which a large portion of the Southern
system could become electrically isolated from the rest of the Eastern
Interconnect. Power system stabilizers (PSS) were added at several
generating units to control the dynamic stability concern in the area.
Generating unit additions in this area may require transmission system
improvements. The economic evaluation of proposals sourced from
generation within the SWQ will consider the cost of such transmission
system improvements.

(For details of this and any other potential transmission concerns, refer to:
http://www.weboasis.com/OASIS/SOCO/miscellaneous.htm)

f. A stability concern has been previously identified in central and northern
Alabama that is commonly referred to as the northwest quadrant (NWQ)
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of the Southern system. This stability concern manifests itself as a
possible system split in which a large portion of the Southern system
could become electrically isolated from the rest of the Eastern
Interconnect. As a result, generation in the area and the subsequent flows
from the western portion of the Southern system toward the east into
Georgia are limited to eliminate the possibility of low voltages and
stability concerns. Generator additions in this area of Southern may cause
the need for high cost, long lead-time transmission improvements in order
to accommodate their transmission service. The economic evaluation of
proposals sourced from generation within the NWQ will consider the cost
of these transmission system improvements.

(For details of this and any other potential transmission concerns, refer to:
http://www.weboasis.com/OASIS/SOCO/miscellaneous.htm

3. For the purpose of this RFP, respondents shall be responsible for all transmission
interconnection costs from the generating equipment to the respondent’s proposed
point of interconnection in their proposal, as described in paragraph 2 above.
Successful respondents are responsible for all costs they incur related to
interconnection of their Facility to the Southern Control Area transmission system
in accordance with their interconnection agreement.

4, Successful respondents will be required to enter into an interconnection
agreement with a transmission provider by July 1, 2007. It is each respondent’s
responsibility to contact the appropriate transmission provider to obtain all
relevant information regarding interconnection requirements for their Facility.

5. Successful respondents must demonstrate that they can reliably deliver energy to
the respondent’s proposed point of interconnection. The Company will accept no
risk of failure to so deliver.

6. Proposals will only be accepted where Gulf determines that firm transmission
service will be available to serve Gulf’s loads by the commencement and
throughout the term of the PPA. Respondents may desire to obtain additional
information regarding the Southern Company transmission system and
capabilities by using Southern Company’s Open Access Same Time Information
System (“OASIS™) web site (located at http://www.weboasis.com).’

7. Respondents should note that proposals sourced from the western part (Alabama,
Mississippi, and the Florida panhandle) of the Southern Control Area
transmission system may be more likely to have difficulty in meeting the
transmission firmness requirements of this PPA, particularly if firm transmission
arrangements are not already in place. Respondents should provide as part of
their proposals any information that they have in this regard.

Transmission Requirements (Projects Located Outside of the Southern Control
Area)

While Gulf prefers proposals that are directly connected to the Southern Company
transmission system, proposals for Facilities located outside of the Southern Control Area




GULF RFP
January 20, 2006

will be considered. However, any respondent proposing a Facility located outside of the
Southern Control Area must demonstrate that it has firm transmission service for the
entire term of the PPA to deliver the entire capacity and energy of the Facility to the
interface with the Southern Control Area. The PPA will include provisions that require
the successful respondent(s) to (a) acquire firm physical transmission rights or equivalent
financial transmission rights in the event delivery is through an existing or future regional
transmission organization (“RTO”) or independent system operator (“ISO”), and (b)
guarantee physical delivery of the Company’s energy entitlement from the Facility to the
designated interface with the Southern Control Area. The successful respondent will be
responsible for, and proposed prices must include, any costs associated with satisfying
the foregoing requirements.

Compliance with Laws; Regulatory Approvals

1. It shall be the complete and sole responsibility of the respondent to take all
necessary actions to satisfy any regulatory requirements, licenses and permits that
may be imposed on the respondent by any federal, state or local governmental
authority concerning the permitting, development, construction, operation,
maintenance, addition, renewal, retirement and disposal of the Facility, or
concerning the generation, sale and/or delivery of power. Gulf will cooperate
with the successful respondent(s) to provide information or such other assistance,
as may reasonably be requested by a respondent to satisfy such regulatory
requirements. The respondent shall likewise provide such information and
assistance to Gulf in connection with Gulf’s regulatory approvals.

2. In accordance with FPSC Rules, Gulf must petition the FPSC for the approval of
any PPA entered into by the Company. The Company can only enter into a long-
term purchase of electric power from any new steam generating facility
constructed in Florida that is seventy five megawatts (75 MW) or larger upon a
finding of need for such proposed generation facility. If Gulf’s need is met with
existing capacity, newly constructed peaking capacity, or newly constructed
capacity not located in Florida, then a finding of need would not be required. The
obligations under the PPA shall be conditioned on the receipt of approval of the
executed PPA without material modification from the FPSC and, if required, the
Federal Energy Regulatory Commission. See the applicable Form PPA in
Attachment F for the specific language concerning these conditions.

Qualifying Facilities (“QFs”)

The rights and opportunities for QFs to fulfill part of Gulf’ needs identified in this RFP
are subject to the Public Utility Regulatory Policy Act of 1978 (“PURPA”) and the FPSC
Rules concerning the treatment of QFs. For further information on the FPSC Rules
governing QFs and the standard QF contract form, respondents should refer to Chapter
25-17 of the Florida Administrative Code, website at http://fac.dos.state.fl.us.

QFs that are less than ten megawatts (10 MW) shall not participate in this RFP process
(and therefore should not submit any information to the IM) but must submit an intent to
fulfill part of Gulf" needs identified in this RFP by written notice submitted to the
following individual by March 21, 2006:
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Susan Ritenour
Secretary/Treasurer
Gulf Power Company

Telephone (850) 444-6231
Facsimile (850) 444-6026

In the event a QF intends to provide such notice, such QF shall provide information
suitable for Gulf to establish that the entity is a QF. The QF shall also provide Gulf the
facility capacity, the expected energy output of the facility, the anticipated load profile of
the facility, any ability to schedule output, and the anticipated term of the contract to be
entered into between the QF and Gulf. .

QFs ten megawatts (10 MW) or larger, may participate in this solicitation on the same
basis as other respondents unless otherwise required by the applicable FPSC Rules.

Environmental

All respondents will be responsible for compliance with federal, state and local
environmental regulations including, but not limited to nitrogen oxides (“NOx”), volatile
organic compounds (“VOC”), and sulfur dioxide (“SO2”) regulations. Seller under a
gas-tired resource PPA shall not be required to use any of the NOx Allowances granted
to the seller or other persons with respect to the Facility through any type of state or
Federal set-aside program during the term of the PPA for Gulf’s benefit. If such seller
maintains compliance with regulations, the Company will supply seller with the actual
number of allowances required by any regulatory requirement for emission of nitrogen
oxides ("NOx Allowances™) for energy purchased from seller and delivered from the gas-
fired Facility pursuant to the PPA, subject to the following limitations:

(i) Gulf shall not be required to provide NOx Allowances that are needed due to
the Facility exceeding a NOx emission rate of 0.0093 Ibs/MMBtu for a CC
and 0.0334 1bs/MMBtu for a CT during gas-fired operation. During any oil-
fired operation, Gulf will provide the actual NOx Allowances required to meet
Gulf’s schedules provided the respondent maintains compliance with
regulations.

(i)  Seller under the PPA shall be responsible for providing any required
emissions offsets for VOC and/or NOx if, as of the execution date of the PPA,
the gas-fired Facility is located in a designated ozone non-attainment area or
corresponding area of influence, or an area that has been recommended for
ozone non-attainment.

(iity  For any gas-fired Facility that is located in an area that is or has been
recommended for ozone non-attainment designation (or other location-
specific environmental control) and becomes subject to more stringent
environmental regulations with location-specific impact, the respondent is
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responsible for all costs associated with such regulations, i.e. no change of law
price adjustment will be permitted.

(iv)  Any costs for compliance with Best Available Control Technology (“BACT”)
or Lowest Achievable Emission Rate (“LAER”), as applicable, are the
responsibility of the seller under the gas-fired resource PPA (ie, a
determination of BACT or LAER by a regulatory agency shall not constitute a
change in law).

With respect to proposals for non-gas-fired resources, Gulf will not be required to
directly provide any emissions allowances, and respondents should price their proposals
accordingly.

Energy Price

Respondents are encouraged to propose variable costs consistent with their actual
realized variable costs plus a reasonable margin. The proposed heat rate should closely
approximate anticipated heat rate with margin for degradation. If the proposed variable
components are not consistent with design specifications of the Facility, Gulf may
request, through the IM, that a respondent modify its proposal(s). This cost-based pricing
approach should reflect, but is not limited to, the following components:

* Variable O&M

» Start Cost

* Heat Rate

*  Fuel Commodity Cost

Fixed O&M Price

If a respondent elects to have a fixed O&M payment separate from the capacity payment,
the proposed fixed O&M price must be consistent with the respondent’s actual realized
costs plus a reasonable margin.

Operating Flexibility

Respondents of 2-on-1 CC Facilities must offer operation in the 1-on-1 mode if
technically feasible by design. Operating in 1-on-1 mode entails the ability to operate a
single CT, one HRSG and the steam turbine while the second CT is shutoff. Respondents
of the Facility must offer cycling from 2-on-1 operation down to 1-on-1 mode and back
up to 2-on-1 mode if technically feasible by design.

Respondents of 2-on-1 CC Facilities should offer 1-on-1 operation pricing based on the
cost of operating in this mode. This should entail a start charge that accurately represents
the cost of starting the Facility in the 1-on-1 mode and the cost of moving from 1-on-1
mode to 2-on-1 mode. Respondents should also provide heat rate curves consistent with
the actual cost of 1-on-1 operation. If a respondent proposes a resource with other
operational capabilities, such as 3-on-1, power augmentation, etc., then the respondent’s
proposal must offer the operational flexibility consistent with the Facility capabilities and
pricing based on the cost of providing such operational flexibility.
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Respondents may also propose a 1-on-1 CC Facility.
Fuel Plan

Gulf prefers a fuel tolling arrangement (i.e., an arrangement in which Gulf as buyer is
responsible for fuel supply and transportation) with respect to resources for which the
respondent does not have a pre-existing fuel arrangement. With respect to resources for
which the respondent does have a pre-existing fuel arrangement, Gulf generally prefers a
fuel tolling arrangement with assignment of the pre-existing fuel arrangement. In the
event a fuel tolling arrangement with assignment of the pre-existing fuel arrangement is
proposed, this will be factored into the evaluation. The respondent should provide
specific data regarding the costs and rates that will be assigned pursuant to the fuel
arrangement as a proposed term. In the case of resources for which a respondent does
have a pre-existing fuel arrangement and the respondent includes a non-tolling fuel plan
in its proposal, then the respondent must provide complete details of its fuel arrangements
and fuel plan with its proposal.

Respondents proposing non-tolling arrangements are encouraged to also provide a tolling
proposal for the same Facility (no additional Evaluation Fee or IM Fee will be required).
In order to minimize the risk of fuel supply interruptions for CC facilities, in addition to
firm gas transportation, the successful respondent(s) will be required to either construct a
fuel oil storage facility (including reliable replenishment capability), rely on Gulf to
provide gas storage (in the case of a tolling arrangement), or propose a gas storage
arrangement as part of respondent’s fuel plan. In order to minimize the risk of fuel
supply interruptions for CT facilities, the successful respondent(s) will be required to
either construct a fuel oil storage facility (including reliable replenishment capability) or
provide firm gas transportation.

If the respondent selects onsite fuel oil storage, the facilities and operation of such will be
expected to comply with the following standard for both tolling and non-tolling
proposals:

e Unless otherwise mutually agreed upon by the parties, seller shall acquire,
permit, construct, own, operate and maintain all facilities, infrastructures and
property interests necessary to meet the following standards:

o For CC facilities, sufficient fuel oil storage capacity (including reliable
replenishment capability) is required to operate the Facility for five (5)
continuous days per week for two (2) consecutive weeks at sixteen (16)
hours per day at full load.

o For CT facilities, sufficient fuel oil storage capacity (including reliable
replenishment capability) is required to operate the Facility for five (5)
continuous days per week for six (6) consecutive weeks at eight (8) hours
per day at full load.

The Parties will develop the additional requirements and objectives necessary
to implement the foregoing standards as a part of the PPA.
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Tolling Proposals

For proposal evaluation purposes, Gulf will develop an individual fuel plan
for each tolling proposal to reliably and economically meet the fuel supply
requirements for such proposals. Such projected fuel plans will be developed
in a consistent and fair manner for all proposals.

Gulf will be responsible for delivering to the agreed-upon gas delivery point
sufficient quantities of natural gas necessary to generate energy pursuant to
Gulf’s energy schedules. Gulf shall bear the risk of loss of natural gas until it
is delivered to the delivery point. The party responsible for causing any
imbalances shall be responsible for payment of any imbalance charges
assessed by the pipeline operator.

Gulf shall procure and maintain the necessary quantities of fuel oil at the
Facility to be used for generating energy to accommodate Gulf’s scheduling
instructions. Seller shall at all times bear the risk of loss of fuel oil procured
by Gulf pursuant to the PPA once fuel oil is delivered to seller’s fuel oil
facilities. When seller uses fuel oil stored at the Facility to generate energy
scheduled by Gulf under the PPA, the Company shall replenish such fuel oil
in the storage facilities as necessary. Gulf and seller may mutually agree upon
an equivalent contractual arrangement in which seller is responsible for
procurement, maintenance and replenishment of fuel oil.

Non-Tolling Proposals

A successful respondent that proposes a non-tolling fuel plan will not be
excused from a failure to meet the Company’s energy schedules as a result of
the inability to provide natural gas to the Facility unless such an event affects
dedicated firm transportation and constitutes a force majeure event under the
applicable pipeline tariff, or is the result of an operational flow order that is
not directed toward such respondent’s failure to comply with the applicable
pipeline tariff. Unless excused by the preceding sentence, such respondent
shall be responsible to reimburse Gulf for their incremental replacement
power costs. The PPA will also contain provisions such that if Gulf has
substantial concerns about the reliability of the Facility due to the fuel plan,
Gulf shall have the right to take over the fuel supply to the Facility.

Proposal Evaluation

1.

Proposals that are considered to be adequately responsive to the requirements of

this RFP will be ranked and screened according to price to eliminate proposals
that are clearly not competitive before detailed modeling is performed. The

majority of the evaluation will focus on price and reliability considerations
(economic evaluation). A summary evaluation of the non-price attributes (see

Attachment D) will be developed for the most competitive proposals resulting

from the economic evaluation.

Fach respondent must have adequate competence in project development (if

project that is proposed has not achieved commercial operation at the time of
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proposal submittal) and operations. In addition to a demonstration of the
respondent’s financial competence, as discussed earlier (see ‘“Performance
Security”), each respondent must demonstrate in its proposal that it either (a)
possesses significant expertise and experience in the development, permitting,
financing, engineering, design, construction, testing, operation and maintenance
of projects substantially similar to the Facility, or (b) in the absence of such
expertise and experience in any such area, has binding arrangements in place with
third parties who do possess the requisite expertise and experience and provide a
certification from an independent, registered engineer acceptable to Gulf to the
effect that the respondent’s arrangements are sufficiently firm and binding as to
provide a comparable level of experience and expertise to that set forth in
subsection (a) of this paragraph. At a minimum, the Company will require the
successful respondent(s) who enter into an Attachment F Form PPA for simple
cycle CT or CC facilities to demonstrate that they possess, or have binding
arrangements with others who possess, current experience in excess of three (3)
years in operating and maintaining or arranging for the operation and maintenance
of gas-fired combustion turbine and/or steam turbine generating facilities (other
than the Facility) and, at the time of determination of its qualifications under this
RFP, operates two or more gas-fired combustion turbine and/or steam turbine
generating facilities (other than the Facility) located at separate generating sites
with an aggregate capacity of six hundred megawatts (600 MW) or more.
Respondents offering proposals sourcing from facilities using other generation
technologies will be required to have substantial experience in the operation and
maintenance of such facilities, or in the alternative, to have experience reasonably
transferable to the operation and maintenance of such facilities.

3. Proposals that meet the preliminary responsiveness screens will be further
evaluated using appropriate production costing methods and models to ensure that
all material cost impacts are quantified. Capacity offered will have the most value
if fully dispatchable and available for first-call twenty-four (24) hours per day and
seven (7) days per week for the contracted period. Preference will be given to,
and/or proposal evaluated cost adjustments will be made in the evaluation of
proposals that offer shorter unit commitment notification and greater scheduling
flexibility.

4. An appropriate selection of proposals meeting Gulf's requirements will be chosen
and compiled into a finalist list for negotiations. Such finalist proposals will be
re-evaluated together before Gulf finalizes any decisions regarding their choice of
resource(s) to meet the identified needs. THERE WILL BE NO OPPORTUNITY
FOR RESPONDENTS TO REFRESH OR REVISE THEIR PROPOSALS
FOLLOWING THE INITIAL SUBMISSION OF THE PROPOSALS, except for
any corrections, clarifications or revisions that may be requested by the IM or
Gulf as discussed in the Communications section above.

5. Included herewith as Attachment G is an Overview of the Evaluation for
Responses received during the RFP solicitation.
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Attachment A - RFP Proposal Form

[NOTE TO RESPONDENTS: this Attachment A is located in a separate excel file]
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Request for Proposals for Year 2009
Guidelines for completing Attachment A
Attachment A: Ratings, Fuel, GenerationAnnual_Monthlyinfo, and Pricing_Summary
(Verify Pricing_Summary)

1. Please complete as thoroughly as possible all information on the following tabs by 03/21/2006

Tab Title Instructive Notes
Ratings {A)

* This information is criticat to the generation production cost evaluation.
* Select product type based on one of the product descriptions below:

Product 1.  Designated Capacity (as defined in the PPA) and energy from a one hundred percent (100%) entitiement to the full output
capability of one or more dedicated generating units;

Product 2. A defined percentage entitlement (less than one hundred percent (100%)) to the full output capability of one or more
dedicated generating units and the associated percentage Designated Capacity (as defined in the PPA) provided that the remaining
output capability and the associated percentage Designated Capacity (as defined in the PPA) is fully committed to another party prior to
the submission of respondent's proposal. For example, If a respondent's proposal offers thrée hundred megawatts (300 MW) from a five|
hundred megawatt (500 M) faciiity, Gult will accept the offer (sixty percent (60%)), provided that the remaining two hundred megawatts
(200 M) is fully committed to another party prior to the submission of the respondent’s. proposal into this solicitation; or

Product 3. A defined percentage entitliement (less than one hundred percent (100%))-to the full output capability-of one or more
dedicated generating unils and the associated percentage Dasignated Capagcity (as defined in the PPA) provided that such defined
percentage entitlement meeéts Guif's five hundred megawatt (500 MW) need. For example, if a respondent's proposal offers a.nine
hundred megawatt (900 MW) unit into Guif s salicitation of four to five hundred megawatts (400 - 500 MW), Gulf will only.accept five -
hundred megawatts (500 MW) of this offer 10 maeet its need. .

* Scheduling Increments must be either 50 or 25 MW, (See Article 13.1 of Form PPA for detalls on scheduling.) If the proposal
offers AGC capability, please specify in the Scheduling Increrents field. .

* For Base load and Peaking resources complete rating and heat rate information at 40° F
and 95° F. (Ses "Other Unit Configurations" note below initalics.)

* First year contract capacity rating will be based on demonstrated capacity at 95° F.

* The Contracted Capacity range will be calculated as between 92% and 102.5% (See Appendix A Section A.1°of Form
PPRA for details) of the input Nominal Capability. ’

* Energy produced by Seller and delivered to Buyer from startup to minimum output will be paid for at the Guaranteed Heat Rate at
minimum output. Guif recognizes that this may not completely compensate respondentss for the cost incurred:to
reach minimum output. Therefore respondents shouid include any shortfall in the fuel startup charge.

* The three heat rate-entry. methods are “ABC Coefficients”, “Three Discrete Heat Rate Points', and “Populate All Heat Rate Points”.
Select an option and populate the corresponding yellow-shaded cells: The heat rate curve is produced at the bottom of each section.
Use the "Populate All Heat Rate Points" option if needed to modify the curve that was calcufated from the average Heat rate points:
The "Three Discrete Heat Rate Points* option requires inputting average heat rates at the three base mode

levels specified in the same section

* After ntering heat rate information based on one of the three methods referred to above press the "RUN" button to execute marcos
which will compute-the heat rate curve.

* Energy produced during ramping from base mode fo supplemental operating modes will be paid for

at'the guaranteed supplemental heat rate. The seasonal declarations will be Used to determine the portion of

energy produced by base mede and supplemental modes In an hour in which @ supplemental mode was operated,

* See Appendix A of Form PPA for dstails on contracted capacity range based on input nominal capability.

* Other Unit Configurations: Proposals for faclities with configurations other than two gas turbines and a steam turbine {i.e. 3 on 1, single CT, elc,) will
need to change the title in ceils C60 and C137 on the “Ratings (A}* tab to specily what is being offered. . Additionally, optional operating modes (modes

comprised of varying combinations of gas turbine and-steam turbine configurations) need to be input-info the-boxes provided on the "Ratings (A)" tab
starting in cells C212 and C288. If additional space is needed piease duplicate the optional mode boxes to inciude other.optional configurations.

Fuel (A}
* Provide all information requested in-yellow celis.

GeneratlonAnnual_Monthlyinfo (A)
* Provide all information requested in yellow calls.

* Iriput a single capacity price for base mode output and any supplemental modes offersd. Please refer to
the RFP for specific instructions on pricing.

* Salect base yéar for each price input.

* Select escalation reference for each price input & or choose "other” and enter a specific number.
If price is levelized, choose "other” escalation reference and enter "0"

* Enter information in the units as specified.

* Enter capacity price seasonaj weightings as a percentage (%) defuall rating can be found in the gray error above the yeliow

Aftachment A - 2009 Gulf, Revised 020606{1).xis

Southern Company Confidential

Instructions




Gulif Power Company

Request for Proposals for Year 2009 - Attachment A

GENERAL INFORMATION

Respondent Company Name

Project Name F

|Product Type
(Product descriptions can be found on the Ratings (A) tab)

Product 1 :J

G ion Type {Technology & Vendor)

Unit Type and Configuration (e.g. FA/2on 1}

Earliest In-Service Date

L]

Scheduling Incremants (MW)

50

Facility Location (including county and state):

Existing Line(s) or Subistation(s) to which

T nnnn

interconnection Is Requested:
Term of Contract {(Years)

If OUTSIDE Southern Territory:

MW delivered to Southern Interface
Interface Delivery Point

Provide Single Line Diagram Showing G8Us, Breakers, Station Service
Arrangement, and Proposed Interconnection with Distance in Miles to
Existing Substation,

RATINGS PER UNIT

Complete the following information on potential PPA contract guarantees

Number of Steam Turbines

—
Number of Combustion Turbines il

i
]

92% of Nominal

Contracted Capacity Range
per PPA Appendix A, Section A.T

Base Capacity

102.5% of Nominal

Tier 1 Supp

Tier2 {al

Totat Capacity




Gulf Power Company
Request for Proposals for Year 2009 - Attachment A

2 0on 1 RATINGS for Summer (95°F and 45% R.H.)

Complete the following information on p ial PPA t g

Provide the following at site specific elevation
Total Neminal Capability (MW)*
Total Nominal Capability (MVA)*

Contract Guarantee @ 95°F ratings for Normal Base Mode

Base Mode Nominal Capal

~Subject to actual demo)ns(ration

Bility.

Max Base
Choose Heat Rate Entry Method ABC Coefficients _vj
ABC Coefficients: BTU/AWh = (Ap+ B + C/p)} *1000
Al
B
c:
Result for Base Mode Heat Rate using Method:
[+]
Capacity State (MW} Heat Rate (8TU/KWh)
30 Average Suppl.:Mode
Incremental Norninal-
Heat Rate Capabitity.
Supplemental Heat Rates: (BTU/KWhH) (MW)*

Tier 1 Supplemental | !

Tier 2 Supplementa |

*Subject to actual der




Gulf Power Company
Request for Proposals for Year 2009 - Attachment A

Provide the foliowing at site specific elavation

2 on 1 RATINGS for Winter (40°F and 75% R.H.)

Compiete the following information on potential PPA contract guarantees

Total Nominal Capability (MW)*
Total Nominal Capability (MVA)*

*Subject to actual demonstration

Contract Guarantee @ 40°F ratings for Normal Base Mode

Choose Heat Rate Entry Method

ABC Coefficients: BTU/KWh = (Ap+ B + C/p) 1000

Three Discreet Heat Rate Points

Result for Heat Rate using Method:

cit M
3¢

Supplemental Heat Rates:

Base Mode Nominal Capability
Minimum
Intermediate
Max Base
| ABC Coefiicients :J
A
8:
C:
Minimum
Intermediate
Max Base
0
Heat Rate (BTUIkWH)
Average Suppl. Mode
Incremental Nominal
Heat Rate Capability
(BTU/KWh) (MW)*
Tier 1 Supplementat| ]|
Tier 2 Supplemental |

*Subject to actual demonstration




Gulf Power Company
Request for Proposals for Year 2009 - Attachment A

1 on 1 RATINGS for Summer (95°F and 45% R.H.)

Complete the foliowing information on potential PPA contract guarantees
Provide the following at site specific elevation

Contract Guarantee @ 95°F ratings for Normal Base Mode

Base Mode Nomina! Capability
Minimum
Intermediate
Max Base
Choose Heat-Rate Entry:Method ABC Ccefficients _:j
ABC Coefficients: BTU/kWh = (Ap+'B + C/p) "1000
A
B:
c:
Three Discreet Heat Rate Paints
Minimum
Intermediate
Max Base
Result for Heat Rate using Method:
o i
Capacity State (MW} Heat Rate (BYU/KWh)
30 Average Suppl. Mode
Incremental Nominal
Heat Rate Capability
Supplemental Heat Rates: (BTUkWI} (MW

Tier 1 Supplemental [ |

Tier 2 Supplemental |

*Subject to actual demanstration




Gulf Power Company

Request for Proposals for Year 2009 - Attachment A

Potential PPA contract guarantees
Pravide the following at site specific elevation

1 on 1 RATINGS for Winter (40°F and 75% R.H.)

Total Nominal Capability (MW)*
Total Nominal Capability (MVA)*

Contract Guarantee @ 40°F ratings for Norma!

Choose Heat Rate Entry Method

Three Discreet Heat Rate Points

Result for Heat Rate using Method:

Capacity State (MW,
30

Supplemental Heat Rates:

Base Mode

ABC Coefficients: BTU/kWHh = (Ap+ B + Cip) "1000

Base Mode Nominal Capability
Minimum
Intermediate
Max Base
I ABC Coefficients :j

A

-4

&

Minimum

Intermediate

Max Base

0
Heat Rate (BTUIKVWh)

Average Suppl.Mode
Incremental Nominal
Heat Rate Capability
(BTU/KWH) (MwW)*

Tier 1 Supplemental | T

Tier 2 Supplemental |

*Subject to actual demonstration




Guif Power Company
Request for Proposals for Year 2009 - Attachment A

COMBUSTION TURBINE OR OTHER MODES RATINGS for Summer (95°F and 45% R.H.)

Complete the following information on potential PPA contract guarantees
Provide the following at site specific elevation

Contract Guarantee & 95°F ratings for Normal Base Mode

Base Mdde Nominal Capability
Minimum
intermediate
Max Base
Choose Heat Rate Entry Method { ABC Coefiicients T
ABC Coefficients: BTU/kWh = (Ap+ B + C/p) *1000
A
B:
c
Result for Heat Rate using Method:
0
Capacity State (MW} Heat Rate {BTU/
1
2
3
4 3
] X .
30 Average .- Suppl. Mode
Incremental Nominal
HeatRate. - Capability
Supplemental Heat Rates: {BTU/kWh) (MW
Tier 1 Supplerrientat |_ 1

Tier 2 Supplsmental |

*Subject to actual demonstration




Gulf Power Company
Request for Proposals for Year 2009 - Attachment A

Provide the foliowing at site specific elevation

COMBUSTION TURBINE OR OTHER MODES RATINGS for Winter (40°F and 76% R.H.)

Complete the following information on potential PPA contract guarantees

Contract Guarantee @ 40°F ratings for Normal Base Mode

Base Mode Nominal Capability
Minimum
Intermediate
Max Base
Ghaose Heat Rate Entry Method | ABC Coefficients -
ABC Cosfficients: BTUAWh = (Ap+.B + C/p) *1000
Al
B:
[}
Three Discreet Heat Rate Points
Minimum
intermediate
Max Base
Resuit for Heat Rate using Method:
0

Capacity State (MW)

30

Supplemental Heat Rates:

Heat Rate (BTU/kWh)

Average Suppl. Mode
Incremental Nominal
Heat Rate Capability
(BTU/kWh) (MW)*

Tier 1 Supplemental [

Tier2 Supplemenlal] ]

*Subject to: actual demenstration




Gulf Power Company
Request for Proposals for Year 2009
Attachment A

FUEL SUPPLY PLAN - GAS OR OIL

PRIMARY FUEL SUPPLY

|Respondent Company Name L

Project Name |

Fuel Type [

If Gas, provide the following:

Name of Interstate Pipeline Supplier
Direct Connect or Served Through LDC
is the Laterai/Direct Connect in Service?
Are Lateral Costs Included in the Bid?
Lateral/Direct Connect Capacity (mmefd)
Pipeline Rate Zone

TRANSPORTATION

Seglect a trang n t;

- Trensporation prgrtatlo yee

¥ Firm - Subject only to Force

* Reteased Fimm - Non-recallable

I Released Firm - Recallable

" Interruptible

Contract Pipeline quantity {mmBTU/day)
Peak Pipeline quantity (mmBTU/day)
Balancing Provisions

PRICING

Select a pricing structure
Pricing Structure
®Toling
O indexed

O stther

SECONDARY FUEL SUPPLY

Fuel Type I

" 1s Backup Flel Ol Available?

[ON Ono

}f Backup Fuel Oil is Available:

Useable On-Site Capacity

Truck Unloading Capacity (Barrels)

Low or High Sulfur Fusl Ol

Pricing:
Piatt's Daily Oil Gram + adder
Other

,_P‘

Inventory Management Plan | |
|s cost of inventory included? {




FUEL SUPPLY PLAN - OTHER FUEL

f Fuel Type Is Other than Gas, Please Provide Detalled Fuel Supply
Plan Outlining Pricing Structure, Quantity of Fuel Dellvered,
Quatity of Fuel Delivered, and any other Necessary Information.

[ riease check if Completed
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Description: NIPA. impirct price deflator - GOP, (index 2000=1 ECI- Lebor, Wages and Salaries - Private It CPi* Urban Consumer - All ltems, {index 1982-84=100. SA)
Source: BEA BLS. Productivity & Costs
Geogpraphy: United States United States United States
Last Updated: 11/07/2005 11/07/2008 11/07/2006
Databank: USFOR db USFOR db USFOR db
Speciat Code: 09/30/05 09/30/08 09/30/05
GDPIPD (Projected)  Max Escalation ECI (Projected) Max Escatation CPi (Projected) Max Escalation
2002 2002 2002
2003 2003 2003
2004 263% 2004 2.35% 2004 2.68%)
2005 2.80% 2005 245% 2008 337%
2006 328% 2008 336% 2008 321%
2007 24%% 2007 3.66% 2007 279%
2008 211 2008 3I57% 2008 243%
2008 203 2009 I42% 2008 2.26%
' 2010 POs% 324% 2010 340% 3.24% 2010 2.24% 324%
2011t 1 95% 3.23% 2011 341% 3.23% 2011 2.23% 323%
2012 1. 87% 324% 2012 343%, 3.24% 2012 224% 3.24%
2013 )89 327% 2013 345% 3.27% 2013 227% 3.27%
2014 RS 326% 2014 3144% 326% 2014 2.26% 326%
2015 P RRY 326% 2015 3 49% 325% 2015 225% 3.25%
2016 I R7% 322% 2016 343% 322% 2018 222% 322%
2017 1 86% 321% 2017 3.42% 321% 2017 221" 321%
2018 | K5% 318% 2018 3I4% 319% 2018 2 19% 3.19%
GDP implicit Price Deflator GDPIPD 2078 1 84% 320% 2018 341% 3 20% 2018 2.20% 3.20%
Employment Cost index Wages & Salanes  EC! 2020 1 3% 321% 2020 3424 321% 2020 221% 321%
Consumer Price index CPI 2021 [R.DAA 319% 2021 341% 318% 2021 2 19% 315%
Otner Other 2022 | ®94%, 317% 2022 34 317% 2022 2.17% 317%
2023 P R7% 3 15% 2023 3430 3.15% 2023 2 15% 315%
2024 | R 314% 2024 A% 3 14% 2024 2 14%, 3 14%
2025 § RO 312% 2025 343% 312% 2025 2 12% 312%
2026 LR7" 3 14% 2026 IR S 3.14% 2026 2 14% 314%
2027 | K% 312% 2027 344 312% 2027 2412% 312%
2028 1 R3% 313% 2028 3 444 313% 2028 2 13% 313%
2029 [R.EEN 313% 202¢ 3 a4% 313% 2029 2.13% 313%
2030 1 817 312% 2030 344 312% 2030 242% 312%
203 I 81% 312% 2031 3 44" 312% 2031 2.12% 312%
2032 1R1% 312% 2032 3 44% 3.12% 2032 2.12% 312%
2033 1K2% 314% 2033 3.45% 3 14% 2033 2.14% 314%
2034 1 K4t 3 15% 2034 346% 315% 2034 2 15% 315%
2035 i R4 315% 2035 346" 315% 2038 2 15% 315%
2038 1.84% 3.15% 2036 346% 315% 2036 215% 315%
2037 1 83% 315% 2037 346" 315% 2037 215% 315%
2038 1.84% 315% 2038 REIA 3 15% 2038 2 15% 3.15%
2038 | .R4% 315% 2038 3a6% 3 15% 2039 215% 315%
2040 1 R4% 3 15% 2040 a6 315% 2040 215% 3.15%
2041 R4 316% 2041 kXA 3.16% 2041 2.45% 315%
Heat Rate Options
Segment Ratings 1 Enter ABC Coefficients 7
2 input Discreet Points 15
3 Calculate Over Segments 30
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Attachment B - RFP Proposal Form

[NOTE TO RESPONDENTS: this Attachment B is located in a separate excel file]

21



Guidelines for completing Attachment B
Attachment B: StabilityAnalysisinfo i

1. Attachment B data is required for any proposed or existing generation facility connected to any transmission provider in the Southern Controf Area.
2. Complete all information on the following tab and provide by March 21, 2006.

StabilityAnalysisinfo L
* It is imperative that this information is received by the above due date-in order to perform more
detailed transmission study evaluations.

* Generator information is needed for each unit.

Enter information per steam turbine and state the number of steam turbines.

Enter information per combustion turbine and state the number of combustion turbines.

If steam turbines are not-being offered, type "N/A" in appropriate cells.

For examples of generator vendor datasheets, including reactive capability curve and saturation curve, and-excitation system,
please see the Worksheet with tap of GeneratorExamples.

Attachment B - 2009 Gulf RFP 122205[1].xls
Southern Company Confidential Instructions



Gulf Power Company
Request for Proposals for Year 2009
Attachment B
[Required Data -see instructions tab]

Provide Generator Vendor Data sheets

GENERAL INFORMATION
Respondent Company Name [ ]
Project Name [ ]
e 3 Type(T"'L T -:’&" ) I l
Unit Type and Configuration (e.g. FA/2 on 1) N ]

Dmcklfumpleted

PER
Comb.
Turbine

Provide Reactive Capability Curve @ 95°F [ check if completed
Provide Generator Saturation Curves [ check if completed
Provide Excil Sy Block Diagram {gains, time and limits) in PSSE format [ Check if completed
Generator Data Generator Step-Up Transformer Data "
Number of Steam Turbines
Number of Combustion Turbines Number of GSUs E:
PER PER PER
Steam Combustion Totai Steam
Turbine Turbine Plant Turbine
Maximum Capacity {Gross) @ 95°F (MW)
Maximum Reactive Production Capability @ Max MW {Mvar) Base for impedances {MVA)
Maximum Reactive Absorption Capability @ Max MW (Mvar) Maximum MVA Rating {MVA)
Running Station Service Load @ Max MWs (MW} Positive sequence impedance
{(MVAR) Resistance (%.orp.u.)
Reactive (% or p.u.}
|Generator Base MVA (Impedance Base) Mvay [
Zero sequence impedance
|Rated Voitage [ Resistance {%aarpu)
Rated Power Factor | Reactive (%-of p.u.)
Inertia Constant w/ prime mover (wKZ) {Rated High Side Voltage kVv)
(provide R.P.M._ if data is in Ibs-ft%) (ibs-ft%)
(RP.M) Rated Low Side Voltage kv)
All applicable reactance values ’ Available Tap Positions {kV) -Position 1
Saturated: Position 2
x'd Position 3
x'd Position 4
xq Position 5
Unsaturated: Current Tap Position {kV)
xd
X . . - -
x'?:l Y This form is for two winding GSU(s). For three-winding
xg GSU(s), disregard form and submit the test report, including
xd ioad losses and impedances
xl
All Applicable Time C.
T'do
T'do
Tqo
Tqo
Sequences Reactances [
Exciter Type {
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Attachment C - Respondent Questionnaire

All respondents must supply the following information with respect to each resource
(including interim resources) included in their proposal(s), as appropriate:

|

Provide documentation of your company’s previous experience providing the
proposed product.

Provide the following financial and credit information for your company and for
your guarantor, if applicable:

a. Annual reports and Form 10-K for the past three (3) years. In the event
these documents are not available, audited financial statements for the last
three years will be accepted.

b. Dunn and Bradstreet identification number.
c. Credit rating of the respondent’s (and guarantor’s) senior debt securities.

d. Any additional documentation needed to determine your company’s
financial strength and/or the strength of any guarantor.

In the case of a proposal to develop a new project, describe the status of all
activities necessary to fully develop and implement the project, such as
negotiations for partnership agreements, equipment supplier agreements, EPC
agreements, fuel supply agreements, if applicable, permitting (particularly the air
permit and associated emission levels sought), financing, etc. Any and all
contingencies must be described in detail.

In the case of a proposal to develop a new project, if the respondent cannot
demonstrate to Gulf’s reasonable satisfaction that the respondent possesses the
requisite expertise and experience in providing or operating the proposed project,
then such respondent shall provide a certification from an independent, registered
engineer acceptable to Gulf to the effect that the respondent’s arrangements are
sufficiently firm and binding as to provide a comparable level of experience and
expertise in developing and operating the entire proposed project.

Describe whether or not this capacity has been offered/committed in response to
another RFP or otherwise and, if so, how it would be released to serve this
proposed sale.

Describe the firmness of your offer and provide documentation that supports your
description. Please note that if capacity offered in your proposal is based on
purchase(s) from a third party, then you must demonstrate that the generation
source(s) for these purchase(s) provide Gulf with the required firmness as if the
respondent owned such generation source(s).

Provide the following information:
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10.

12.

a. A US.G.S. 71/2-minute series topographic map indicating the plant
location.

b. Each respondent must supply a one-line diagram of the electrical system
depicting the Facility’s generator(s), generator step-up transformer(s),
collector bus(ses), high voltage circuit breaker(s) and connections to the
transmission system. In addition, each respondent must clearly mark the
proposed point of interconnection on such one-line diagram and clearly
indicate the line of demarcation between the Facility and the transmission
provider’s facilities.

c. A detailed description of the fuel and water supplies (including location
and quantity available).

d. A thorough description of anticipated environmental impacts and
compliance, including expected air emissions and required offsets if any,
for both new and existing physical resources, for the full term of the
proposal(s).

e. The unit’s quick start capability. If proposing this feature, the unit must
have the ability to go from first fire to synchronization in less than ten (10)
minutes. Gulf as buyer will provide the successful respondent(s) with five
(5) minutes notice to achieve first fire.

f. Unit design specifications for emissions rates, capacity for each operating
mode, and maintenance requirements. Where applicable, such
information shall be provided separately for gas operation and oil
operation.  For existing facilities, also provide recent historical
information sufficient to demonstrate the emissions rates, capacity for
each operating mode and maintenance.

g. For a new plant, a construction schedule with all major activities from
award of contract to commercial operation.

Describe any minimum energy take for the PPA term.
Describe any minimum schedule and down time for the Facility.

For projects located outside the Southern Control Area, describe the transmission
arrangements that have been or will be made to provide the firm transmission
capacity necessary to deliver the power to the Southern Company transmission
network. In the event transmission agreements are not in place, describe the
status of the negotiations for those agreements.

. Describe any other limitations on the use or availability of the power.

In the case of a proposal containing a non-tolling arrangement, state whether
tolling would be acceptable. In the event tolling would be acceptable, state what
price or other changes would be necessary for the proposal to be evaluated as a
tolling proposal. Identify any pre-existing fuel arrangements and indicate whether
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and how the respondent will assign to the Company its pre-existing fuel
arrangements.

13. Provide contact information (name, title, phone, email, fax) to serve as the single
point of contact between the respondent and the IM for all communications after
receipt of the proposal.
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Attachment D

Non-Price Considerations

Although the majority of the evaluation will focus on price and reliability considerations,
other non-price attributes will be considered.** The following attributes are expected to
form the primary basis for the non-price evaluations that will be considered for the most
competitive proposals. Gulf has attempted to identify as completely as possible non-
price considerations that could impact the proposal evaluation. However, it may be
determined that other aspects of a respondent’s proposal may negatively impact the
overall proposal value. In such case, to the extent practicable, the respondent will be
informed through the IM of the concern and given an opportunity to mitigate or cure the
concern.

Respondent Qualifications

¢ Financial strength and credit rating of company making proposal and guarantor, if
applicable

¢ Form and amount of performance security provided

¢ Financing structure of project (project financed, non-recourse, etc.)

¢ Technical competence (development and operation)

Schedule for Development of new resources

¢ Reasonableness

¢ Contingencies

¢ Current developmental status of the project

Resource Scheduling and Dispatch flexibility
Lead time for dispatch schedules*

Ability to change schedules daily/hourly*
Quick start capability or curtailment
Minimum schedule and downtime*
Minimum energy take*

Response to emergencies
Dispatchability*

AGC capability

®* & ¢ & ¢ O o o

l

¢ Type of fuel

¢ Risk of fuel supply interruption
¢ Price risk*

"7
o
(¢}

‘ T
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Environmental impact on existing system resources

* & & o

NOy, VOC and SO2 comphance strategy

Toxic release inventory emissions in the region

Future permitting restrictions in the region for other industrial development
Water requirements

PPA

L4

Any proposed additions, deletions, or modifications to the applicable Attachment F
forms as permitted under the “Instructions for Completing Forms” section of the RFP.

Transmission

¢

L4
14
L 4

Impact on transmission interface capability*
Transmission delivery risk*

Voltage control*

Other grid impacts*

*These energy-related attributes may be converted into an explicit price factor.

**NOTE: Gulf reserves the right to convert any of the items included in this Attachment
D into appropriate price and cost factors applied consistently with the overall evaluation
framework and to all proposals on a non-discriminatory basis.
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Attachment E

Reserved.
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Attachment F

[Attach the following Form PPAs:
F1: Syear CC Project

F2: Syear CT Project

[Note to Respondents: the foregoing PPA forms are based upon the following
assumptions:
o the Facility is a new development
o the Facility (and any Alternate Resource) is a gas-fired (2-on-1 CC with two
modes of operation or a CT project) facility located within the Southern
Control Area
Sfuel supply is based on a tolling arrangement without back-up fuel oil
Seller under the PPA is the owner and operator of the Facility
No interim resource is provided
The delivery point is the interconnection point
There are no transmission issues to be addressed
The Fuacility provides AGC capability
Seller is not a Creditworthy entity and provides performance security in the
Sform of a parent guaranty, cash or a letter of credit.
There is only one buyer of the entire capacity and energy of the Facility
o The PPA is based on a Product 1 proposal.

To the extent that these assumptions are not consistent with the respondent’s
proposal(s), respondents must (1) identify each specific difference that exists and (2)
propose how the PPA would be changed in order to conform the PPA to their specific

proposal(s).]
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Attachment G

Overview of the Evaluation for Proposals

The following is a general overview of Gulf’s Proposal Evaluation Methodology.

Proposal Term Length:

Each proposal received will offer PPA term durations that comply with the following

term:
1. five years

Total Cost Evaluation:
General Overview:

Each proposal will be evaluated and ranked using a total cost analysis approach.
Lissentially, the total cost evaluation will rank each proposal on a net present value dollar
per kilowatt ($/kW) basis of both the generation and transmission aspects of the proposal.
The generation cost is comprised of both the fixed cost associated with the PPA proposal
and also the variable cost associated with the operational parameters of the PPA proposal.
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Bid Evaluation:
Putting together all of the pieces

Generation Costs — determining the Fixed Costs:

The fixed generation cost will include:
1. The respondent’s specified capacity cost payment (typically quoted in dollars per
kilowatt ($/kw) year).
The respondent’s specified fixed O&M payment (typically quoted in dollars per
kilowatt (8$/kw) year) that may be requested as a supplement to the capacity
payment
3. Respondent’s specified start-up costs (where start-up costs are modeled as fixed
costs).
4. Fuel pipeline costs, which include the estimated costs for adequate firm natural
gas transportation and natural gas storage.

[§S]

Differences in seasonal capability for each proposal will be taken into account within the
evaluation.
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Evaluation Task:

Determine the Total Fixed Costs
Fuel Total
Fixed | Start-up | Demand Fixed
Capital O&M | Charges | Charge Costs
($/kW-yr) | ($/kW-yr) | ($/KW-yr) ($/kW-yr) | ($/KW-yr)
2009 36.31 3.94 2.05 7.00 49.30
2010| 64.47 6.93 4. 31 12.12 87.83
2011 67.21 6.99 4.50 12.24 90.94
2012 70.02 7.06 4.69 12.36 94.13
2013 73.14 7.14 4.88 12.49 97 .65
2014 31.92 | 3.01 2.09 5.25 4227

Generation Costs — determining the Production Cost Savings

The variable generation cost will include:
1. Fuel cost
2. Variable O&M
3. Proposal dispatch characteristics

A production cost computer simulation of each proposal is required to estimate the
operational savings associated with operating each proposal with the system dispatch.
IZach proposal’s contribution to reducing the aggregate annual system generation fleet
fuel and variable cost can be calculated by comparing a cost simulation that includes the
proposal against a reference simulation (without the proposal). The variable cost
components of each proposal are modeled within the production cost simulation. In
addition to variable fuel cost and Variable O&M, proposal operating characteristics
include efficiency (heat rate), scheduled maintenance requirements and projected
availability. In general, the production cost simulation is conducted to calculate the
projected annual production cost savings on a per kilowatt capacity basis for the term of
the proposal.
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Evaluation Task: f
Determine the Production Cost Savings |

i Total Production Production Calculated Net
gz(:t: Simcucl,::ion SimC:?::ion Prog::::lon Gegerattion
ign | Jeemes | ehtedd  smangs | (GO0,
($/kW-yr)
2009 49.30 2,862,473 2,841,670 34.67 14.63
2010 87.83 3,018,062 2,991,550 44.19 43.64
2011 90.94 3,190,181 3,164,102 43.47 47.47
2012 94.13 3,473,485 3,448,784 41.17 52,96
2013 97.65 3,676,681 3,655,631 356.08 62.57
2014 i 42.27 1,602,467 1,593,343 15.21 27.06

*Production Cost Savings ($/kW-yr) =
{Annual Production Cost Reference - Annual Production Cost incl. Bid] / [capacity size of the Bid]

Net Generation Cost: Calculating the Net Generation Cost of a Proposal

As stated previously, the production cost simulation is conducted to achieve the annual
production cost savings. The calculation of the net generation cost for each proposal is
simply a two step process: First, the proposal fixed costs are calculated annually on a
dollar per kilowatt basis and then, on an annual basis, the per kilowatt production cost
savings are subtracted from the fixed costs resulting in the annual net generation per
kilowatt costs. Finally, the final net generation cost is the accumulated net present value
of the annual net generation costs.
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Evaluation Task:
Determine the Present Value of
the Generation Costs

Net PV of Net | Accumulated
Generation PV Generation PV of Net
Costs Factor Costs Generation
($/kW-yr) ($/kW-yr) Costs
($/kW-yr)
2009 14.63 0.8505 12.44 12.44
2010 43.64 0.7844 34.23 46.67
2011 47.47 0.7234 34.34 81.01
2012 52.96 0.6671 35.33 116.34
2013 62.57 0.6152 38.49 154.83
2014 27.06 0.5674 15.35 170.18

*8.433% discount rate was used to aeate the Fresent \alue Factors

Transmission Costs
Evaluation of Transmission Impacts of Proposals

An assessment of the transmission impact of each proposal is an integral part of the total
cost analysis. Each proposal is evaluated from a transmission network perspective in
order to assess: )

1. The additional network transmission investment required to deliver the proposed
generation to system load on a firm basis during the term of the PPA, and

2. The increase (or decrease) in transmission system energy losses due to the
operation of the proposal.

Each proposal is analyzed using transmission system computer simulation models to
determine if additional transmission network improvements are required to accommodate
the project. For proposal evaluation purposes, the proposal is assessed the yearly
amortized cost of the transmission improvements for the term of the PPA. If the proposal
results in the ability to defer a planned transmission improvement during the term of the
PPA, within the load area being analyzed, the proposal is credited with the appropriate
deferral of amortized costs.

Respondents’ proposals that interconnect “electrically” close to major unconstrained
transmission facilities or where the proposal is located in areas of major load (net of
generation) will tend to have lesser transmission facilities costs compared to proposals
that are located in areas that are “electrically” remote from major transmission facilities
or located within areas with constrained transmission facilities, or located in areas with
generation significantly in excess of area load.
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The transmission simulation models include future projections of transmission facilities
and planned self-build generation to maintain grid reliability in areas of major load (net
of generation). Respondents’ proposals to locate projects in these areas will not be given
a credit in the transmission cost evaluation reflecting deferral of new bulk transmission
facilities to import power to the area where the integrated generation/transmission plan
embedded in the transmission simulation models resolves broad area power import
issues. However, respondents should note that proposals located in areas of major load
(net of generation) would tend to receive a more favorable transmission facilities cost
evaluation (since power export capability from the area will not be required) than
proposals located in areas that have generation significantly in excess of area load where
power export capability from the area may be required.

In addition, each proposal is analyzed to determine whether operation of the proposal
increases or decreases the transmission system energy losses. Each proposal is assessed
an annual cost (or credit) associated with its projected impact on the transmission system
energy losses. Respondents should note that proposals located in areas of major load (net
of generation) are more likely to receive a lower transmission system energy loss cost (or
larger credit) than proposals located in areas that have generation in excess of area load.

Evaluation Task:

Determine the Transmission Costs
* Network Improvements = $12.57 million (515 MW capacity)

» = 8244/ KW inprovement - Syrs of DRR(1¢ yeer rev req = $4.75/kw)
+ Annual Losses were provided on annual dollar per kilowatt basis (Syr simulation)

N e A e et B B i
RevReq PV Cost

16.51/ kw (3.96) kw | 11.55/ kw
2009 ] a7s 08505 | 4.04 (1.00) 0.8505 (0.85)
72010 4.47 0.7844 | 3.51 (1.08) | g.7844 (0.85)
2011 4.20 0.7234 3.04 (1.14) 0.7234 (082)
2012 395 0.6671 264 (1.16) 0.6671 ©.77)
2013 371 o152 2.28 (1.09) 0.6152 (0.67)
2014 0.00 0.5674 0.00 0.00 0.5674 0.00
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Evaluation Task:

Determine the Net Evaluated Cost

Acc PV Net Generation Cost 170.18
*Acc PV Direct Transmission Costs 15.51
*Acc PV Transmission Losses (3.96)
Acc PV Net Transmission 11.55

TOTAL 181.73

Portfolio Analysis

All of the proposals will be evaluated and ranked using a consistent methodology that
identifies the best proposals on the basis of net present value of total cost per kilowatt
(kW). In order to satisfy the capacity need targeted in the RFP, it is likely that more than
one proposal will be selected. Portfolio analysis will be required to determine the best
package (combination of two or more) of proposals that satisfy the capacity need. For
proposals offering multiple units in a single proposal, each unit or group of units may be
selected separately by Gulf at the terms proposed by seller. However, if a respondent
desires to not offer such unit combinations, or elects to offer different pricing for such
unit combinations, the respondent must specifically identify this pricing in its proposal.
Gulf is not required to purchase from all units included in a proposal unless respondent
specifically includes such limitation in its proposal.

In the portfolio analysis, the best proposals will be packaged together into several
combinations or “portfolios.” Each of the resulting portfolios will be evaluated using a
total cost approach that is consistent with the methodology used to evaluate each
individual proposal. In the portfolio phase, a production cost simulation and a
transmission cost analysis are required to evaluate the cost impacts resulting from any
interaction that may result from packaging several proposals into a portfolio.
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Attachment H

The following reference may be helpful in submitting a proposal in Gulf’s RFP:

The current cumulative megawatt (MW) capacity need projections for Gulf are:

Cumulative
Mix of additions
Total CcC CT

2009 [Redacted] [Redacted] [Redacted]
2010 [Redacted] [Redacted] [Redacted]
2011 [Redacted] [Redacted] [Redacted]
2012 [Redacted] [Redacted] [Redacted]
2013 [Redacted] [Redacted] [Redacted]
2014 [Redacted] [Redacted] [Redacted]
2015 [Redacted] [Redacted] [Redacted]

These projections are highly dependent upon cost and performance parameters.

The current Southern electric system generation planning studies indicate that natural
gas-fired technologies are expected to be added to meet Gulf's need for additional
generation beyond 2015 as well. Electric energy sales and peak demand for Gulf are
expected to increase at approximately percent (%) per year after 2015.

The following capacity factor information may be of assistance in preparing your
proposal:

The following are capacity factor projections for a single natural gas-fired resource
integrated into the Southern Electric System with a VOM (Variable O&M) charge of
dollars per megawatt-hour ($ /MWH) and a heat rate as specified below:

Capacity Factors

Heat Rate: 7,000 8,500 10,000 11,500

2009 [Redacted] [Redacted] [Redacted] [Redacted]
2011 [Redacted] [Redacted] [Redacted] [Redacted]
2013 [Redacted] [Redacted] [Redacted] [Redacted]
2015 [Redacted] [Redacted] [Redacted] [Redacted]
2017 [Redacted] [Redacted] [Redacted] [Redacted]
2019 [Redacted] [Redacted] [Redacted] [Redacted]
Average annual

number of starts:  [Redacted] [Redacted] [Redacted] [Redacted]
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Attachment |

Confidentiality Agreement

CONFIDENTIALITY AGREEMENT

This CONFIDENTIALITY AGREEMENT (the “Agreement”) is made and
entered into this day of , 2006 (the “Effective Date”), by and between
GULF POWER COMPANY, a Delaware corporation (“Gulf’), and [ ]
("Respondent™) (Gulf and Respondent collectively the “Parties™);

WITNESSETH:

WHEREAS, Gulf is in the process of formulating and issuing the “Gulf Power
Company 2009 Request for Proposal” (the “2009 RFP”) to acquire new supply-side
resources beginning June 1, 2009,

WHEREAS, Respondent desires to obtain Confidential Information of Gulf for the
purpose of analyzing the 2009 RFP with the intention of creating and submitting a
proposal to Gulf to fulfill at least a portion of Gulf’s 2009 RFP;

WHEREAS, as an inducement for Gulf to provide their Confidential Information
directly to Respondent, the Parties desire to enter into this Agreement;

NOW, THEREFORE, for and in consideration of the foregoing recitals, the
mutual covenants and agreements contained herein, and other good and valuable
consideration, the receipt, adequacy and sufficiency of which are hereby acknowledged,
Gulf and Respondent hereby agree as follows:

1. Definitions.  “Confidential Information™ shall mean the “Redacted”
information in Attachment H of the 2009 RFP (as identified therein) and all documents,
materials and information in whatever format related thereto that Gulf agrees to provide
the Respondents in connection with the 2009 RFP. Confidential Information shall also
include information that is copied or transferred to notes from Confidential Information by
persons acting pursuant to this Agreement and all working copies, computer data storage,
digests, summaries or abstracts prepared from this material. Confidential Information does
not include (i) information that is now in or hereafter enters the public domain through no
action on Respondent’s part in violation of the terms or conditions hereof, (ii) information
that Respondent can demonstrate was in Respondent’s possession at the time of disclosure
and was not acquired by Respondent directly or indirectly from Gulf on a confidential
basis; or (iii) information disclosed by Gulf to others on an unrestricted, non-confidential
basis.

37



GULF RFP
January 20, 2006

2. Non-disclosure. Respondent acknowledges that improper and/or
unauthorized use or disclosure of Confidential Information could cause irreparable harm to
Gulf. Accordingly, Respondent agrees to keep (and agrees to ensure that any person
whom it is permitted under this Agreement to provide such Confidential Information shall
keep) all Confidential Information strictly confidential pursuant to this Agreement.
Respondent agrees that without the prior written consent of Gulf or a decision of the FPSC
that the information either can be used without restriction or with specified restrictions,
Confidential Information will not be disclosed in whole or in part, to any person or entity
in violation of this Agreement. The Respondent agrees that the only individuals who will
be permitted access to Confidential Information will be those employees of Respondent
and its affiliates and independent consultants, specifically assigned by Respondent to
analyze and prepare a proposal in response to the 2009 RFP and who have first signed a
copy of the attached Exhibit 1 and returned such signed copy to Gulf (“Information
Recipient™); such individuals shall not include Respondent’s attorneys. The Respondent
shall inform all Information Recipients, in advance, of the confidential nature of the
Confidential Information and in advance shall register on the IM’s website. The
Respondent shall cause all Information Recipients to comply with the requirements of this
Agreement and shall be responsible and legally liable under this Agreement for any
violation of this Agreement by any Information Recipient.

3. Permitted Use. Respondent may use the Confidential Information solely for
the purpose of analyzing the 2009 RFP and preparing a proposal in response to the 2009
RFP, and not for any other purpose. Except as provided in Paragraph 6 below, Respondent
agrees that it will not file with the FPSC or any other governmental entity any of the
Confidential Information under this Agreement, unless it has first given Gulf at least five
(5) days written notice that it intends to file such Confidential Information. Respondent
tfurther agrees that such filing will only be made after the Parties have considered
alternative methods for accomplishing the purpose for which the information is being filed
and have determined that filing Confidential Information is the only method for achieving
such purpose. Respondent further agrees that in the event such Confidential Information is
filed with the FPSC or any governmental entity, Respondent shall make best efforts to
obtain protection from disclosure pursuant to the trade secret provisions applicable to such
agency to ensure that the Confidential Information is protected from public disclosure.

4. No Representation or Warranties. Gulf makes no representation or
warranties as to the accuracy or completeness of any of the Confidential Information and
shall have no liability whatsoever relating to or resulting from the use of the Confidential
Information or any errors or omissions therefrom.

S. Directors, Officers. Employees and Affiliates. The Parties hereby agree that
their directors, officers, employees and affiliates will be bound by this Agreement even if
they are not permitted access to the Confidential Information, and the Parties agree to be
responsible for the actions, uses and disclosures of their respective directors, officers,
employees, affiliates, consultants, agents and advisors.
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6. Compelled Disclosure. In the event Respondent or any Information
Recipient becomes legally compelled to disclose any of the Confidential Information, that
person will provide Gulf with prompt written notice so that Gulf may seek a protective
order or other appropriate remedy. In the event such protective order or other appropriate
remedy is not obtained, such person will furnish only that portion of Gulf’s Confidential
Information that is legally required and such person will cooperate with Gulfs’ counsel to
cnable Gulf to obtain a protective order or other reliable assurance that confidential
treatment will be accorded the Confidential Information that is subject to disclosure.

7. Governing Law. This Agreement shall be governed in all respects, whether
as to validity, construction, capacity, performance or otherwise, by and under the laws of
the State of Florida (without giving effect to principles of conflicts of laws).

8. Severability. All provisions of this Agreement are severable, and the
unenforceability or invalidity of any of the provisions of this Agreement shall not affect
the validity or enforceability of the remaining provisions of this Agreement.

9. Term. The term of this Agreement shall commence on the date hereof and
shall terminate forty-five (45) days following the last final order in the approval
proceeding related to the 2009 RFP, or any appeal taken with respect thereto.
Notwithstanding such termination, Respondent and all persons authorized by this
Agreement to be in possession of Confidential Information shall continue to abide by the
terms of this Agreement with respect to all Confidential Information for a period of three
(3) years from the date of the aforementioned termination; provided, however, that with
respect to any Confidential Information that constitutes “trade secret” under applicable
law, the covenants herein shall apply for the life of the trade secret. Within five (5) days of
the termination of this Agreement, Respondent and all persons authorized by this
Agreement to be in possession of Confidential Information shall return all Confidential
Information (including information that is copied or transferred to notes from Confidential
Information by persons acting pursuant to this Agreement and all working copies,
computer data storage, digests, summaries, or abstracts prepared from this material) to
Gulf or certify that such Confidential Information has been permanently destroyed.

10.  Remedies. Respondent and all Information Recipients expressly understand
and agree that in the event of any breach or threatened breach of this Agreement, Gulf shall
be entitled to all remedies available at law or in equity. In the event of litigation relating to
this Agreement, if a court of competent jurisdiction determines in a manner not subject to
appeal that the Respondent or any of the Respondent’s affiliates, officers, directors,
employees, consultants, agents, advisors, personnel or Information Recipients have
breached this Agreement, the Respondent shall be liable to pay Gulf the legal fees and
costs incurred by Gulf in relation to such litigation.

11 Waiver. No waiver of any provision of this Agreement, or of a breach
hereof, shall be effective unless it is in writing, signed by the Party waiving the provision,
or the breach hereof. No failure or delay of Gulf in exercising any right, power or
privilege under this Agreement shall operate as a waiver hereof, nor shall a single or
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partial waiver of a breach of this Agreement constitute a waiver of a subsequent breach
hereof.

12. Counterparts; Fax Signature. This Agreement may be executed in
multiple counterparts, each of which, when executed and delivered, shall be deemed an
original, but all of which shall constitute one and the same instrument. Any signature
page of any such counterpart, or any facsimile transmission thereof, may be attached or
appended to any other counterpart to complete a fully executed counterpart of this
Agreement, and any facsimile transmission of any signature of a Party shall be deemed
an original and shall bind such Party.

IN WITNESS WHEREQF, the Parties hereto have caused this Agreement to be
executed by their duly authorized representatives as of the date and year first above
written.

[RESPONDENT]

By:

Name:

Title:

GULF POWER COMPANY

By:

Name:

Title:
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EXHIBIT 1

AGREEMENT OF CONFIDENTIALITY

(1) I have read the Confidentiality Agreement (“Agreement”) entered into on
this day of , 2006, by Respondent and Gulf, and I am aware
of the meaning and contents of said Agreement. 1 have been given a copy of that
Agreement and hereby agree to be bound by the Agreement.

2) I understand that all documentary information that I receive, and all
working copies, computer data storage, digests, summaries, notes or abstracts prepared
from this material, are to remain in my personal custody until all such material is returned
to Respondent or certified as destroyed in accordance with this Agreement.

NAME SIGNATURE DATE
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Attachment J

Gulf Power Company’s Request for Proposals (RFP) Process

Gulf Power Company (Gulf) will utilize a RFP process as detailed below to select the
most competitive capacity supplier to meet its future load requirements. Gulf is
secking 5 year proposals to supply 400 MW to 500 MW beginning in 2009. Gulf is
developing a time schedule that will allow it to identify a short list of successful
respondents and begin contract negotiations by June 1, 2006.

(a) Definitions of terms used in the RFP Process:

1.

o

“Commission” or “FPSC” means the Florida Public Service Commission.

“Independent Monitor” or “IM” means the entity selected by Gulf to monitor
its RFP Process as described herein.

“Power Purchase Agreement” or “PPA” means a negotiated contract between
Gulf and one of the finalist respondents to the RFP.

“RFP” means the notice of a Request For Proposals distributed to the
marketplace by the IM under the RFP process identifying the needed
resources and the time for providing those resources as set out in the RFP, or
any amendment thereto.

“RFP Document” shall mean the collection of materials (including Form
PPAs) distributed to interested respondents and pursuant to which the
proposals shall be submitted and evaluated during the RFP Process.

“RFP Process” means the preparation and issuance of a Gulf RFP and all the
activities subsequently associated therewith that are expected to terminate in
the execution of a PPA between Gulf and one or more successful respondents,
and in which an IM is utilized pursuant to and performs the functions
described in this Proposed RFP/IM Structure.

(b) Proposed RFP Process for Resources to Supply Gulf’'s 2009 Capacity
Requirements

1.

Except for changes required to incorporate the following provisions providing
for utilization of an Independent Monitor, the RFP Process will be conducted
consistent with the provisions of Commission Rule 25-22.082, F.A.C.,
Selection of Generating Capacity.

Gulf will contract with an IM to oversee and participate in the communication
with potential respondents and actual respondents in the selection of
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generating resources to supply Gulf's 2009 capacity requirements. The
contract with the IM will clearly define the communications protocols
consistent with this RFP Process document. Overall, the IM will ensure that
the RFP communications process is fair and transparent and does not favor
any respondent over another. The IM will retain records of all
communications and be available to the Commission during the Commission's
approval process for the resources selected by Gulf.

Prior to the receipt of proposals, Gulf will also provide to the IM a
comprehensive evaluation framework including evaluation models, data, and
mock evaluations to further enhance the transparency of its process and to be
available to the Commission during the Commission’s approval process.

(c) Role and Selection of an Independent Monitor.

1.

The IM will be retained by Gulf under a contract that is consistent with the
RFP Process. The role and function of the IM in the RFP Process shall be as
set forth herein.

No respondent or potential respondent shall have any communication with the
IM or Gulf pertaining to the RFP, the RFP documents, the RFP process, the
evaluation or the evaluation process or any related subjects except as those
communications are specifically allowed by this proposed RFP/IM structure,
or as are made publicly through the IM’s website. However, the IM or Gulf
may determine that Gulf and the IM should jointly communicate with one or
more respondents after the receipt of proposals to facilitate the evaluation
process. The IM shall keep a record of all communications with potential
respondents and actual respondents,

The IM will work independently, but will make available any reports as
required by the Commission. In carrying out its duties, the IM will work in
coordination with the Commission and Gulf with regard to the RFP Process.

If the IM becomes aware of a violation of any requirements of the RFP
Process, the IM shall immediately report that violation, together with any
recommended remedy, to Gulf and the Commission.

Gulf will collect an Evaluation Fee of $10,000 per proposal to defray Gulf’s
costs of evaluating the proposals. An IM Fee of $5,000 per proposal will also
be collected to defray Gulf’s costs of securing the services of the IM. In
addition, the successful respondent(s) will reimburse Gulf for the actual total
cost of the IM less total IM Fees collected if insufficient funds are collected
through the IM Fee to cover the IM services. The outstanding amount will be
assessed on a per megawatt basis and collected promptly after the
Commission approval of the PPA(s). Invoices for services rendered by the IM
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will be sent directly to Gulf for payment, which will be made directly to the
IM.

(d) Affiliate Communications.

1.

Any affiliate of Gulf that intends to submit a proposal in response to the RFP,
shall identify its employees as well as any other persons acting for that
affiliate or on its behalf in support of the development and submission of such
proposal, and such employees and other persons shall be known collectively
as a “Proposal Team”.

The representatives of Gulf that will be designing and implementing the RFP
and evaluating the proposals submitted in response to the RFP, as well as any
other persons acting for or on behalf of Gulf regarding any aspect of the RFP
Process, shall be known collectively as the “Evaluation Team.”

Any Proposal Team shall be separately identified and physically segregated
from the Evaluation Team for purposes of all activities that are part of the
RFP Process. The names and complete titles of each member of a Proposal
Team and the Evaluation Team shall be filed with the IM and made publicly
available on the IM Website. Subsequent additions to a Proposal Team and
Evaluation Team shall be filed with the IM and disclosed in the same fashion.

There shall be no communications, either directly or indirectly, between a
Proposal Team and the Evaluation Team regarding any aspect of the RFP
Process, except (1) necessary communications as may be made through the IM
as described further herein, and (ii) negotiations between a Proposal Team and
the Evaluation Team for a final PPA in the event and then only after the
Proposal Team has been selected by Gulf as the respondent with a successful
proposal. The Evaluation Team will have no direct or indirect contact or
communications with any respondent other than through the IM as described
further herein, until such time as a successful proposal is selected by Gulf and
negotiations for a final PPA have begun.

At no time shall any information regarding the RFP Process be shared with
any respondent, including the Proposal Team, unless the identical information
is shared with all respondents in the same manner and at the same time.
Should any respondent, including a Proposal Team, attempt to contact a
member of the Evaluation Team directly, such respondent shall be directed to
the IM for all information and such communication shall be reported to the IM
by the Evaluation Team member.

Each member of a Proposal Team shall execute an acknowledgement that he
or she agrees to abide by the restrictions and conditions contained in
paragraphs 3 through 5 above. At the PPA Execution Date, each member of
the Proposal Team shall execute an acknowledgement that he or she has met
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the restrictions and conditions contained in paragraphs 3 through 5 above.
These acknowledgements shall be filed with the IM by the Proposal Team
within 10 days of their execution.

7. Each Evaluation Team member shall execute an acknowledgement that he or
she agrees to abide by the conditions contained in paragraphs 3 through 5
above and, at the PPA Execution Date, shall execute an acknowledgement that
he or she has met the restrictions and conditions contained in paragraphs 3
through 5 above. These acknowledgements shall be filed with the IM by the
Evaluation Team within 10 days of their execution.

(e) RFP Structure and Process.

l. Design of the RFP.

st e reenponsible for preparing the RFP Document,
_ . . ..aiuaton factors, credit and security
oblipniars, Pro Forna Power Purchase Agreements (“Form PPAs”), and

a solici.‘t‘ébtiAo:n ;chedu]e.
i, Gulf will utilize the following steps and procedures:
(1) timely public notices of the issuance of the RFP,
(2) filing a copy of the RFP with the Commission,

(3) meeting with potential participants prior to issuance of
the RFP to discuss potential requirements of the RFP, and

(4) meeting with potential participants within two weeks
after issuance of the RFP,

i, Gulf is not proposing a new Gulf-owned generating unit to
meet this capacity need. As a result, there will be no data regarding a self-
build option included in the RFP documents.

2. Issuance of RFP and Respondent Communications.

i Gulf shall issue the RFP by submitting the RFP and RFP
Documents to the IM for posting on the IM website. At any time after the
RFP is issued, through the time the successful proposal is selected by
Gulf, the schedule for the solicitation may be modified by Gulf. Any such
schedule modifications shall be communicated by the IM and posted on
the IM website.
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il The only respondent communications permitted prior to
submission of proposals shall be conducted through the IM or jointly with
the IM. Respondent questions and Gulf responses shall be posted on the
IM website. To the extent such questions and responses contain
competitively sensitive information for a particular respondent, this
information may be redacted or restricted to view only by the respondent,
as the IM may determine.

iii. Gulf may not communicate directly with any respondent
regarding the RFP Process, the content of the RFP and RFP Document, or
the substance of any potential response by a respondent to the RFP.

1v. Respondents shall submit proposals pursuant to the
solicitation schedule contained in the RFP and RFP Document. Gulf and
the IM shall have access to all proposals and all supporting documentation
submitted by respondents in the course of the RFP Process.

V. Gulf may request further information from any respondent
regarding its proposal. Any communications between Gulf and a
~ respondent during the evaluation process shall be conducted through the
IM. Gulf shall be informed of the content of any communications
between the IM and a respondent.

58 Gulf shall cause native load growth reservations to be made
on the Southern Company OASIS for all proposals that are not otherwise
capable of using an existing native load growth reservation for evaluation
purposes.

vii,. The IM and Gulf shall maintain a record of all
communications between the IM and Gulf and respondents throughout the
RFP process.

3. Evaluation of Responses to RFP.

i Gulf’s evaluation of the proposals received using the RFP
Process will be based on its traditional methods of analysis. Gulf will
conduct its evaluation in an appropriate manner, consistent with the
principles and procedures contained in this RFP and Commission Rule 25-
22.082, F.A.C., Selection of Generating Capacity.

ii. Prior to the receipt of proposals, Gulf shall submit to the
IM its evaluation methodologies, evaluation models, database, and mock
evaluations which will demonstrate the evaluation methodology. Gulf will
conduct the actual evaluation in a manner consistent with the above
described evaluation framework. The IM and Gulf shall maintain a record
of such evaluation framework.
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iii. Communications will be conducted on a confidential basis
between the IM and individual respondents, and may include one or more
face-to-face meetings between the IM, Gulf and a respondent to discuss
the respondent’s proposal. In particular, Gulf expects that such face-to-
face meetings will be necessary with the most competitive respondents
prior to selection of finalist list participants.

iv. The RFP Process shall be a single round of proposals.
Respondents shall not be allowed to revise their proposals after submittal
of the proposals to the IM. However, clarification of proposal components
and correction of genuine errors will be allowed through communication
with respondents through the IM.

V. The IM and Gulf shall establish proposal evaluation milestones at
which Gulf will provide to the IM summary documents which document the state
of the proposal evaluation. Such milestones may include preliminary proposal
summaries, preliminary or interim proposal rankings, respondent screen reports,
proposal rankings used to reduce the number of active proposals to a more
competitive tier, finalist list rankings, and final proposal evaluations including
supporting workpapers and documentation. The IM shall maintain such records
and make them available to the Commission during the Commission’s approval
process.

4, Commission Approval of Resource(s).

1. Based on the pro-forma PPA included in the RFP
Document, Gulf will negotiate a final PPA with the respondent for each
resource it has selected. Any such PPA shall be expressly conditioned on
the approval of the Commission.

il The IM shall be available to participate in the
Commission’s approval proceeding and testify regarding their role and
responsibilities as the IM as defined herein.
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Gulf Power 2009 REFP

Ranking (05-03-2006) NPV 2005§

Cost Ranking

($/KW)

Dahlberg CT 121.24

Baconton CT 146.21
(oil operation)

Baconton CT 149.63
(gas operation)

TUNA CC 177.67

** TUNA is the codename for an undisclosed project that was submitted into the
Gulf Power 2009 RFP
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Gulf Power 2009 REFP

Portfolio vs. Self-Build CT 5 YR Economic Carrying Charge

PORTFOLIO

SELF-BUILD

Savings

Generation

Generation Transmission SUBTOTAL Flexibility TOTAL Difference
($/KW) ($ Millions)
133.93 14.95 148.88 (14.28) 134.60
150.44 150.44 150.44
15.84 1.7

** NPV 2005$




qurree  Gulf Power 2009 REP

Porttolio vs. Self-Build CT 5 YR Revenue Requirements

Generation
Generation Transmission SUBTOTAL  Flexibility TOTAL Difference
($/KW) ($/KW) ($/KW) ($/KW) ($/KW) ($ Millions)

PORTFOLIO 133.93 14.95 148.88 (14.28) 134.60

SELF-BUILD 218.91 TBD 218.91 0.00 218.91

Savings 84.31 41.1

** NPV 2005%




